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INTRODUCTION

The budget is designed to serve many purposes:

—1It reflects the fiscal policies of the Government for promoting economic
growth, high employment, relative price stability, and strengthening
of the Nation’s balance of payments position;

—It sets forth the President’s requests to Congress for appropriation ac-
tion on existing and new programs;

—It reports to the Congress and the people on how the Government
has spent its funds, making readily available data on expenditure, and
revenues of the Federal Government; and

—1It projects the future fiscal position of the Government and thereby
serves a clear warning that in considering new proposals we make the
hard choices necessary to assure that they can be financed within a
full-employment budget policy.

Since the budget serves so many purposes, it is a complex, technical docu-
ment. Therefore, the Budget in Brief is published each year to present the
highlights of the budget in a nontechnical style.

We hope that the Budget in Brief will promote greater understanding of
the budget and will stimulate interest in and understanding of the major
economic and social issues before our Government.

GEORGE P. SHULTZ,
Director, Office of Management and Budget.

Note.—All years referred to are fiscal years, unless otherwise noted. Details
in the tables, text, and charts of this booklet may not add to totals because
of rounding.
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PART 1
FROM THE PRESIDENT'S BUDGET MESSAGE

“The Budget of the United States for the fiscal year 1973 has as
a central purpose a new prosperity for all Americans without the
stimulus of war and without the drain of inflation.

“To provide for the needs of our people by creating new peace-
time jobs and revitalizing the economy, we are spending $38.8
billion more in the current (1972) fiscal year than our receipts.

“I make that estimate fully aware that it is a large deficit, but
one that is necessary in a year of reduced receipts, as we increase
jobs and bring the economy back toward capacity.

“I am able to project a 1973 budget, with rising revenues, that
cuts this year’s actual deficit by $13%% billion and brings us
strongly forward toward our goal of a balanced budget in a time
of full employment.

“If we were to spend less, we would be ‘too little and too late’
to stimulate greater business activity and create more jobs; if we
were to spend more, we would be spending ‘too much, too soon’
and thereby invite a renewal of inflation. Instead, we must spend
‘enough and on time’ to keep the economy on a steadily upward
peacetime course while providing jobs for all who want them
and meeting the urgent needs of the American people.

“The budget for fiscal 1972 reflects this Government’s con-
fidence in the American economy’s ability and capacity to
respond to sensible stimulation. The budget for 1973, held to full-
employment balance, diminishes stimulation as the new prosper-
ity takes hold and, by so doing, acts as a barrier against the re-
newal of inflationary pressure.

“I strongly urge the Congress to respect the full-employment
spending guideline this year, just as business and labor are ex-
pected to respect wage and price guidelines set forth to protect
the earning and buying power of the American worker and con-
sumer. In the long run, only the intelligent application of respon-
sible fiscal and monetary policies, coupled with the breaking of
inflationary expectations, will bring about peacetime prosperity
without rising prices in a free market economy.
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“Deficit spending at this time, like temporary wage and price
controls, is strong but necessary medicine. We take that medicine
because we need it, not because we like it; as our economy suc-
cessfully combats unemployment, we will stop taking the medi-
cine well before we become addicted to it.

“Preparing the Federal budget forces us to face up to the
choices and challenges before us—to decide what national in-
terests take priority.

“The budget is a superb deflator of rhetoric because it calls
to account the open-ended promises heard so often in an election
year. Proposals, no matter how attractive, must be paid for,
and when spending is proposed that takes us beyond full em-
ployment balance, that payment must either be in the form of
new taxes or rising prices. As the budget submitted herewith
proves, I intend to resist the kind of spending that drives up
taxes or drives up prices.

“One priority that most Americans will agree upon is the
return of power to people, after decades of the flow of power to
Washington. One good way of turning rhetoric into reality is to
put that principle into practice in the tax area.

“Power in its most specific sense is spending power. My own
choice between Government spending and individual spending
has been clear and consistent: I believe some of that power
should be taken from the Federal Government and returned to
the individual.

“Accordingly, over the past 3 years, the rate of increase in
Government spending has been cut nearly in half compared to
the 3 comparable years before this Administration took office.

“From 1965 to 1968, Federal spending increased by 51 %—an
annual average of 17%; over the 3-year period 1969-72,
spending rose by 28 %—an average of 9% per year. The increase
from 1972 to the spending level proposed in this budget is only
4.1%. This slash in the momentum of Federal spending is all the
more dramatic when you consider that more than 71% of Federal
spending is “‘uncontrollable”—that is, locked into the budget by
previous congressional decisions.

“By putting the brakes on the increase in Government spend-
ing, we have been able to leave more spending power in the
hands of the individual taxpayer. In 1973, individuals will pay
$22 billion less in Federal income taxes than they would
if the tax rates and structure were the same as those in existence

when I took office. To a family of four that earns $7,500
4
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a year, that means a reduction of Federal income taxes of $272
this calendar year. I believe that the members of that family can
use that money more productively for their own needs than
Government can use it for them.

FEDERAL INCOME TAX REDUCTIONS FOR MARRIED
COUPLE WITH 2 CHILDREN, 1969-72

[Calendar year]

Reduction between

Taxes paid 1969 and 1972
Wage income
1969 1972 Amount Percentage
T | | $290 $98 $192 66
- 700 | | 756 484 272 36
$10,000. _ ___________ 1,225 905 320 26
$15.000_ . .. 2,268 1,820 448 20

“The basic shift in the Government’s fiscal philosophy has
gone relatively unnoticed. The upward curve of Federal spend-
ing is beginning to flatten out, while the Federal income tax
“bite” out of the individual paycheck is becoming measurably
less. This change in direction is as remarkable as it has been un-
remarked. We are not only talking about returning power—
economic power, real power—to people and localities, we are
doing something about it.

“Throughout this budget, a clear trend can be seen that is
designed to return power to people—in real terms, in dollars-
and-cents terms. It is a trend which is expressed by Federal in-
come tax cuts, by more State and local participation in program
administration, and by more Federal funds going to State and
local governments without restrictions.

““This is the right course for the American people; it reflects
their will; I remind the Congress of its power and responsibility
to make revenue sharing and other returns of power to people a
reality in this current session.

“Another priority—one upon which so much of our progress
at home depends—is to create a peaceful world order. We
could never fulfill our hopes for a full generation of peace from
a position of weakness; we can only negotiate and maintain
peace if our military power continues to be second to none.

“A demagogue may find it easy enough to advocate that we
simply allocate necessary defense dollars to social programs, but
a responsible Congress and a responsible President cannot afford

such easy answers.

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



“Our success in reducing our involvement in Vietnam by 480),-
000 men before May 1, 1972 and comparable materiel reduc-
tions will enable us—for the first time—to spend more in the
Department of Health, Education, and Welfare than we spend
in the Department of Defense. .

“But it would be foolhardy not to modernize our defense at this
crucial moment. Accordingly, and still within our full-employ-
ment guideline, I have budgeted a $6.3 billion increase in budget
authority for military programs, including vitally needed addi-
tions to our strategic forces and our naval strength.

“In the 1972 defense appropriation bill, which the Congress
did not pass until December of 1971, the Congress cut my ap-
propriation request by $3 billion. My 1971 defense request was
cut by the Congress by $2.1 billion. These were costly cuts
especially in the field of research and development.

“We must be prudent in our defense spending, making certain
we get the best defense for each taxpayer dollar spent. Productiv-
ity here too must be increased, but we cannot afford to be “penny-
wise and pound-foolish.” Nothing could be more wasteful than to
have to pay the price of weakness. It costs far less to maintain
our strength than it would cost to fall behind and have to catch
up, even if that could be done. I urge the Congress not to make
the costly mistakes it has made in previous years in its defense
cuts; the budget as submitted represents America’s actual mili-
tary needs, and offers the best means to secure peace for the com-
ing generation.

“Another priority of this budget is to direct the resources of
the Federal Government toward those needs the American peo-
ple most want met and to the people who are most in need.

—Welfare Reform, with training and work incentives, with
a new fairness toward the working poor and a minimum
income for every dependent family, is a good idea whose
time has come.

—Revenue Sharing has been debated at length. The States
and cities urgently require this aid; individual Americans
need it for everything from improved law enforcement to
tax relief. This budget allocates $2.5 billion in 1972 and $5.3
billion in 1973 to make General Revenue Sharing a reality
now.

—Schools need emergency assistance now to make necessary
adjustments to provide equal educational opportunity. This
budget allocates $500 million in 1972 and $1 billion in 1973

for this purpose.
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—Government reorganization is needed now, to deliver more
services for each tax dollar collected.

—Health care must be improved and made available to all
Americans, without driving up medical costs.

—Drug abuse prevention must be intensified to curb narcotics
trafficking and to expand Federal drug rehabilitation ef-
forts coordinated by the White House Special Action Office.

—A new commitment te the aging is long overdue to add
dignity and usefulness to their lives.

—Scientific research and technology, so essential to our na-
tional security, also must focus more directly on solving our
domestic problems, increasing our productivity, and im-
proving our competitive position in international trade.

—V eterans of the Nation will receive the special considera-
tion they deserve, with particular emphasis on those reen-
tering civilian life after service in Vietnam.

SUMMARY OF THE 1973 BUDGET
“For 1973, the Federal budget at full-employment is approx-

imately in balance.

THE BUDGET TOTALS

[Fiscal years. In billions]

Digitized for FRASER

Description 1971 1972 1973
actual estimate estimate
Budget receipts______ ___ oo $188. 4 $197.8 $220.8
Buddetoullays. . .- o.cocoo oo v s 211.4 236.6 246.3
Deficit (—) - - o -23.0 —38.8 -—25.5
Full-employment receipts___________________________________. 214.1 225.0 245.0
Full-employment outlays *___________________________________ 209.2 233. 1 244.3
Full-employment surplus or deficit (—) ... _______________. 4.9 —8.1 0.7
Budget authority . ______________________ ... 236.4 249.8 270.9
1970
Outstanding debt, end of year: actual
Gross Padaral dobt. i o i i e $382.6  $409.5  $455.8  $493.2
Debt held by the public________________________. 284.9 304.3 343.8 371.3
Outstanding Federal and federally assisted credit, end
of year:
Pirect Joans 2. o oA s 51.1 53.2 50.7 51. 4
Guaranteed and insured loans®__________________. 105. 4 118.7 136.8 158. 6
Direct loans by Government-sponsored agencies. __ _ 37.5 38.8 54.6 65. 8

1 These estimates reflect the fact that under conditions of full employment outlays for unemploy-
ment insurance benefits and the Emergency Employment Act program would be lower. Spending
under other programs are also affected by employment conditions. For example, outlays for food
also be lower under
conditions of full employment, and interest would be higher. If adjustments were feasible for all

stamps, social security benefits, public assistance, and veterans’ pensions woul

such items, full employment outlays probably would be lower.
2 Including loans in expenditure account.

8 Excluding loans by Government or Government-sponsored agencies.
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“Budget receipts in 1973 are estimated to be $220.8 billion,
which is $23 billion higher than in 1972. If the economy were
operating at full employment throughout the year, the revenues
produced would be $245 billion.

“Estimated receipts for 1973 reflect a reduction of $6.9 billion
as a result of the tax cuts proposed in the new economic policy
and incorporated in the Revenue Act of 1971. About $5 billion
of this reduction is in individuals’ taxes. The resulting increase
in consumers’ purchasing power will be a major source of
strength in the economy.

“Budget outlays in the coming year are expected to be $246.3
billion, an increase of $9.6 billion over the current year. This
outlay increase will also help provide jobs and business invest-
ment in the year ahead, while remaining within the limit set by
full-employment budget guidelines. If the economy were operat-
ing at full employment throughout the year, outlays for unem-
ployment insurance benefits and the Emergency Employment
Act—and outlay totals—would be lower than the amounts in-
cluded in the 1973 budget.

“This budget requests $271 billion of budget authority—the
right to make commitments to spend—in 1973. About $185
billion of this amount will require new action on the part of the
Congress.

ECONOMIC SETTING AND FISCAL POLICY

“Economic setting.—In January 1969, the Nation’s chief eco-
nomic problem was mounting inflation. Anti-inflationary policies
that we adopted began gradually to lower the rate of price in-
creases. However, progress was slower than we had hoped and
was accompanied by an unacceptable increase in unemployment.
This increase was, in part, a result of the transition of 21/, million
people from wartime to peacetime activities. Action was called
for and action was taken.

On August 15, 1971, a new economic policy was announced
that:

* imposed a 90-day freeze on wage and price increases;

* proposed a job development tax credit to increase em-

ployment;

* recommended repeal of the automobile excise tax and an

early increase in the personal tax exemption;

* reduced planned Federal spending in 1972 by $5 billion;

* suspended the convertibility of the dollar into gold; and

* imposed a temporary 10% import surcharge.

8
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This policy has begun to move the economy toward full em-
ployment without inflation and without war, a condition we
have not experienced in this generation. The consumer price
index rose only 1.7% at an annual rate from August to Novem-
ber—the lowest rate of increase for a comparable period in 4,
years. Now we have moved beyond the wage and price freeze into
a transitional period of flexible wage and price controls and on

the way to a return to reasonable price stability under free
markets.

A SlOWdOWI‘I in |nﬂation— Percent Change in the CPl (Annuadl Rates)

“Each element of the new economic policy has a vital role in
sustaining the momentum of our economy. The 1973 budget
carries out a fiscal policy that is responsive to the needs of the
Nation and responsible in holding down inflation.

“Budget policy.—The full-employment budget concept is cen-
tral to the budget policy of this Administration. Except in emer-
gency conditions, expenditures should not exceed the level at
which the budget would be balanced under conditions of full
employment. The 1973 budget conforms to this guideline. By

doing so, it provides necessary stimulus for expansion, but is not
inflationary.

480-400 O—T72——2 9
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FU" Emp'oymeni Budget —Surplus or Deficit
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“We have planned the 1973 expenditures to adhere to the full-
employment budget concept even though this has required mak-
ing many difficult decisions. It now appears that the 1972 full-
employment budget will be $8.1 billion in deficit. While our
economy can absorb such a deficit for a time, the experience of
the late 1960’s provides ample warning of the danger of con-
tinued, and rising, full-employment deficits. The lesson of 1966~
68, when such deficits led to an intolerable inflation, is too clear
and too close to permit any relaxation of control of Government
spending.”

BUDGET RECEIPTS

The basic economic assumptions underlying the estimate of
receipts in 1972 and 1973 are summarized in the following table :

ECONOMIC ASSUMPTIONS

[Calendar years. In billions]

Description 1971 1972 1973
actual estimate estimate
Gross national product...........ccocovvenenenn... $974. 1 $1, 047 $1, 145
Personal IDCOME . « v vvveonvscasssssnssonsssessas 803. 6 857 924
Corporate profits before tax. . .............c.0n.. 75. 4 85 99
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‘Total budget receipts in 1973 are estimated at $220.8 billion,
compared with $197.8 billion in 1972, an increase of $23.0 bil-
lion. The anticipated expansion of economic activity and the
corresponding growth in individual and corporate income are
expected to provide increased budget revenues in 1973. Part of
the increase, however, will be offset by tax cuts resulting from the

Revenue Act of 1971, as shown in the table below.

EFFECT OF THE REVENUE ACT OF 1971 (PUBLIC LAW 92-178)

Digitized for FRASER

http://fraser.stlouisfed.

[In billions of dollars]
1972 1973
Individual income tax:
Increased exemptions and deductions. .................... -2, 7 -2.6
Correction of withholding schedules. . .................... 0.7 0.1
Investment tax credit and revision of accelerated depreciation. 0.1 -0.4
Total individual. . o005 5 5o cmes s vew s spes s SeEe e -1.9 -—=2.9
Corporate income tax:
Investment tax credit and revision of accelerated depreciation. (1) —1.6
Deferral of tax liability for certain corporations engaged in
forelgn trade (DISC) .. oot sive s sowm s wum s s wn s wo 65 2 (1) —0.1
Total corporate. .. ....coovviiveninenenenencncnnnnes 1) —-1.7
Excise tax: Repeal of auto and small truck excise taxes........ —2.9 —2. 3
TBatal, v« o v saniv i stom enees i ens iy gomsssms weess sy —4. 4 —-6.9
1 Less than $50 million.

The Federal tax system relies heavily on income taxes, with
59% of total budget receipts coming from this source in 1973.
Individual income tax receipts are estimated at $93.9 billion in
1973, $7.4 billion more than in 1972. The increase results from
growth in taxable personal income, but is reduced substantially
by tax reductions enacted in the Tax Reform Act of 1969 and
the Revenue Act of 1971. Corporate income tax receipts are
estimated at $35.7 billion in 1973, an increase of $5.6 billion
over the previous year. This increase reflects the rising share of
corporate profits in gross national product that normally occurs
whenever the economy expands toward full employment.

Social insurance taxes and contributions are expected to total
$63.7 billion in 1973, up by $9.6 billion from 1972. This cate-
gory includes payroll taxes to finance social security and hospital
insurance ; unemployment insurance taxes; contributions to the

11

org/

Federal Reserve Bank of St. Louis



C ety Budget Receipts i

>
.
_ 100 e :::::: Corporation Income Taxes %

75

50

25

0

1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973
Fiscal Years Estimate

railroad retirement system civil service retirement contributions
by Federal employees and premiums for supplementary medical
insurance. The increase in receipts from this source reflects the
increase in the taxable earnings base from $7,800 to $9,000, that
became effective January 1, 1972, as well as proposed legislation
to increase the taxable earnings base to $10,200 effective Janu-
ary 1, 1972, and to decrease the employer-employee combined
rate from 11.3% to 10.8% effective January 1, 1973 (under
existing law, the present rate of 10.4% is scheduled to rise to
11.3% effective January 1, 1973).

Excise taxes levied on a variety of manufactured products,
activities, and services, are expected to provide 7% of total
budget receipts in 1972. Receipts from this source are less in
1972 and 1973 than they were in 1971. This results from the
provisions of the Revenue Act of 1971 that repealed the auto
and small truck excise taxes, reducing revenues in both 1972
and 1973 by more than $2 billion.

All other receipts, including estate and gift taxes, customs
duties, and miscellaneous receipts, will amount to 5% of total
receipts in 1973.

12
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BUDGET RECEIPTS

[Fiscal years. In billions,]

Source 1971 actual 1972 1973
estimate estimate

Individiial inCOME tAXEB. ..ococv v b oo nesnssniahs $86. 2 $86. 5 $93.9
Clorparation income taXe8. « c.ov « o vios dioine § o b 26. 8 30. 1 35. 7
Social insurance taxes and contributions........ 48. 6 54. 1 63. 7
O RS .- s 5 vim s s bkt & § 258 ¥ 55 © sl B Waid s 16. 6 15: 2 16. 3
AL OXer TECEIPIS. & o s il 5.5 550w & 3050 & Dsoin b by g 8 10. 2 11.9 11. 2

Total budget receipts.................. 188. 4 197. 8 220. 8
Under exisBog JaW. . . 5o o oos s s vos s siams s wsm s 3 188. 4 197.7 220. 1
Under proposed legislation. ... .. covcvsus v wner v s ome v o 0.1 0.7

THE LONGER VIEW

In 1976, our Nation will celebrate its 200th birthday. Three
basic questions must be answered as we look toward a proper
celebration of our bicentennial.

* How can we best achieve our great national goals?

* What role should the Federal Government have in this

effort?

* How can we best rededicate ourselves to the ideal of per-

sonal freedom?
In considering these questions, we cannot ignore the hard fact
that the increase in uncommitted resources between now and
1976 will be small in comparison with the magnitude of the
tasks, forcing us to make difficult decisions about priorities.

My basic preferences in allocating our national resources are
clear.

First, I believe that, in order to avoid permanent inflation,
Federal spending must not exceed the level at which the budget
would be balanced if the economy were at full-employment.

Second, I believe that an increasing share of our national re-
sources must be returned to private citizens and State and local
governments to enable them—rather than the Federal Govern-
ment—to meet individual and community needs.

Last year, the budget margin projected for 1976—the poten-
tial Federal budget surplus, assuming full employment and only
proposed expenditures and taxes as then (1971) existing—was
$30 billion. Actions taken in the last 12 months and those pro-
posed in this budget will reduce that margin to only $5 billion.
This margin is less than $25 from each man, woman, and child

13
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in the expected 1976 population, and is less than 1.6% of pro-
jected 1976 budget receipts. And yet, it must be sufficient to
cover the 1976 costs of all new proposals not included in this
budget.

The moral is clear. A strong fiscal discipline will be necessary
in the years ahead if we are to preserve the buying power of the
dollar. New spending programs must be evaluated against the
most stringent of standards: do they have enough merit to war-
rant increases in taxes or elimination of existing programs?

This Administration has measured its proposals against this
standard. I have made the hard choices necessary to assure that
they can be financed within a full-employment budget policy.

I urge the Congress to engage in a similar self-discipline in
making the hard choices that will be required during the next
few years. This Administration will vigorously oppose irrespon-
sible and short-sighted spending proposals that would commit
large sums of Federal money to schemes that are politically
attractive but would endanger an inflation-free prosperity.

CONCLUSION

“There will be those who contend that in this budget their
favorite programs are not financed, or are not financed as much
as they want them to be.

“They will be absolutely right.

“Government expenses increase each year because special in-
terest groups, representing only those who stand to benefit from
their program, persuade decisionmakers that more resources are
needed for those programs without regard to the effect on the
total budget. The cost is multiplied by geometric progression
when this tactic is repeated for literally hundreds of programs.
Seldom do any of these groups recommend additional taxes to
finance their proposed spending.

“Then inflationary factors, frequently induced by the large
total volume of spending resulting from individual decisions made
without consideration of the larger picture, force the cost of
these programs upward. At the same time the special constitu-
ency benefiting from the program is enlarged and strengthened,
its demands are correspondingly increased, and the cycle con-
tinues to feed upon itself.

14
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“Taken together, what is good for all the special interests is
bad for the public interest. Our strength is in our ability to act as
one Nation, not as a conglomerate of warring and greedy factions.

“For this reason my 1973 budget, large as it is, will not be
large enough to satisfy many. However, I hope the American
people will make their desire for less pervasive government
known in unmistakable terms to their elected representatives. It
is essential to preserve the private enterprise system, with its com-
petitive spirit and its work ethic, which has done so much to in-
spire the independent and help the dependent and which has
made this Nation the economic example to the rest of the world.

“That system has enabled us to secure, for our people, a far
higher standard of living than any experienced, or even envi-
sioned, by the rest of the civilized world.

“I do not wish it said of my Administration that we furthered
or encouraged the process of discarding that heritage. So, I have
emphasized fiscal responsibility and downward pressure on Fed-
eral expenditures, rather than simply accept all requests of all
special groups and hope that the inevitable need for new taxes
could be delayed as long as possible.

“I am not averse to a day of reckoning, but when it comes, I
want it to be said that this Administration foresaw the danger,
held spending to amounts that could be paid from full-employ-
ment revenues, and took all steps possible to reduce the need for
raising taxes so that the Federal Government plays a smaller, not
a larger, role in the life of each of us. In this way, every citizen
will have a larger share of the fruits of his labor to spend the

way he or she freely chooses.”
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PART 2
GOALS AND ACCOMPLISHMENTS

This section reviews the most important goals of the Administration and
the progress which has been made toward them in the last 3 years. It is
intended to show how the 1973 budget proposals build on that progress.

TOWARD THE GOAL OF
A New Prosperity, Without Inflation and Without War

Recent Program Improvements

Instituted the principle of the balanced full employment budget.

Created the National Commission on Productivity and the Regulations
and Purchasing Review Board.

Established the Construction Industry Stabilization Committee.

Began the jobs for veterans program and increased summer jobs for
youth.

Implemented the Emergency Employment Act of 1971.

The New Economic Policy Will

Create more new jobs through:

—Accelerated personnel income tax cuts.

—Job Development tax credit.

—Repeal of the auto and small truck excise taxes.
Reduce inflation through:

—Maintaining fiscal responsibility.

—90-day wage-price freeze.

—Phase 2 stabilization mechanism.

Provide new stability for the dollar through:
—Realinement of international exchange rates.
—Suspension of gold and other reserve asset conversion.
—Negotiated changes in trade practices and barriers.

TOWARD THE GOAL OF

Simpler, Fairer Taxation

Digitized for FRASER

Closed loopholes.

Simplified the mechanics of payment.

Increased personal exemptions and standard deductions.

Ended the 10% income tax surcharge.

Eliminated income taxes altogether for 9 million low-income people.
Liberalized and simplified depreciation regulations for business.
Established the Job Development credits.

Repealed the auto and small truck excise tax.
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TOWARD THE GOAL OF

Making Government More Effective and More Responsive to the
People

Recent Program Improvements

The following were created—
* Domestic Council.
* Council on Environmental Quality.
e Office of Management and Budget.
* Council on International Economic Policy.
* Environmental Protection Agency.
e Office of Consumer Affairs.
e Office of Telecommunications Policy.
e Action.
* National Oceanic and Atmospheric Administration.

1973 Budget Proposals

* Streamlined Cabinet with four new domestic departments.

* General Revenue Sharing—no strings aid for States and cities.

* Special Revenue Sharing—partnership of Federal dollars and State and
local decisionmaking for urban and rural communities, education, job
training, transportation, and law enforcement.

Program Results

¢ Joint funding and consolidation of grant programs.

e Establishment of 10 Federal regional councils to coordinate grant pro-
grams and develop interagency strategies at local level.

e Greater participation by State and local officials in the determination of
how Federal funds will be used in their areas.

* The Federal assistance review program effectively working to decen-
tralize and coordinate Federal decisionmaking.

* A strengthened policy development process, improved coordination of
executive branch activities, and establishment of a policy implementa-
tion monitoring system.

e Rapid response by our Government to such national disasters as the
coal mining disaster of 1971, and Venezuelan equine encephalomyelitis
epidemic of 1971.

General Revenue Sharing

* Moves money and power closer to people.

* Builds capacity for better program performance.

e Relieves mounting fiscal pressure on State and local governments.
* Responds quickly to critical needs.

Grows automatically.
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TOWARD THE GOAL OF
Providing for the National Defense

Recent Program Improvements

* Formulated a new national security strategy.

* Initiated major development and modernization efforts.

* Reduced authorized American Forces in Vietnam by 87%.

* Set the goal of an all-volunteer force.

e Initiated reform to correct draft inequities for as long as we have the

draft.

1973 Budget Proposals

e Substantially improve our national defense.

e Maintain strong and ready Active Forces.

* Strengthen our strategic nuclear deterrent.

* Preserve our technological superiority.

* Continue modernization of the general purpose forces.

¢ Continue transfer of Vietnam operations to the South Vietnamese.

* Upgrade the capability of the National Guard and Reserves to augment
the Active Forces.

Results

* A $6.3 billion increase in budget authority for military programs from
1972 to 1973.

* A 16% increase in strategic programs over 1972.

* An increase of $838 million in budget authority for research and devel-
opment from 1972 to 1973.

* An increase in budget authority for shipbuilding of $1.1 billion over
1971 to $3.6 billion in 1973.

* All-volunteer pay legislation doubling the pay of first-term enlistees,
effective November 1971.

* Progress in Vietnamization permitting the South Vietnamese to take

over responsibility for ground combat, in-country naval, and substan-
tial air operations and to assume additional responsibilities in the future.

TOWARD THE GOAL OF

Peace and International Development

Recent Program Improvements

* Established the Council on International Economic Policy to provide
top level focus on international economic issues.

¢ Coordinated military and supporting assistance under the framework
of international security assistance.

* Directed measures to strengthen the U.S. foreign intelligence organiza-
tion and programs.
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1973 Budget Proposals

* Adequately fund foreign aid to carry out the Nixon Doctrine.

* Continue the process of Vietnamization by providing economic and
military aid.

* Step up programs for the international control of narcotics production
and traffic.

* Expand exchange programs to promote beneficial contacts between
American and foreign individuals and institutions.

Results

* Acted to correct the deficit in our international payments and to lay
the groundwork for basic reform of the international monetary system.

* Provided economic and military aid making possible significant progress
toward security in Southeast Asia.

* Established with the Soviet Union a framework for continued progress
in strategic arms limitation.

* Responded with assistance for relief of disaster victims and refugees in
Peru and South Asia.

TOWARD THE GOAL OF
Enhancing Environmental Quality, Combating Pollution

Recent Program Improvements

* Created the Environmental Protection Agency and the Council on
Environmental Quality to consolidate and better manage Federal en-
vironmental programs.

* Implemented the Refuse Act permit program, making it possible for the
first time, to monitor major discharges of pollutants into the Nation’s
waterways.

* Increased grants to strengthen pollution control programs of State and
local governments.

* Stepped up enforcement activities to protect the environment and abate
pollution.

* Increased funding to control pollution at Federal facilities.

1973 Budget Proposals

* Continue the $6 billion, 3-year program of grants to assist in the con-
struction of sewage treatment facilities.

* Bring pesticide use under greater control.

* Restrict indiscriminate dumping of wastes in the ocean.

* Initiate programs to reduce noise levels.

* Regulate use of toxic substances.

* Levy a tax on sulfur oxide emissions.

* Require more careful consideration of environmental factors in land use
decisions and powerplant siting.

 Reduce damage to the environment resulting from mining operations.
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Results

* A sixfold increase in budget authority for programs of the Federal
Environmental Protection Agency, from $431 million in 1969 to $2.5
billion in 1973.

* An increase in budget authority for municipal sewage treatment projects
from $214 million in 1969 to $2 billion in 1973.

* An increase in the population served by secondary sewage treatment
from 91 million in 1969 to 115 million in 1973.

* A ninefold increase between 1969 and 1973 in budget authority to
correct pollution problems at Federal facilities.

* A doubling of outlays for EPA air pollution control programs between
1969 and 1973.

TOWARD THE GOAL OF

Providing Recreation for All

Recent Program Improvements

* Initiated the Legacy of Parks program to bring parks to the people by
developing new parks in and near cities.

* Increased the authorized funding level of the Land and Water Conser-
vation Fund from $200 million a year to $300 million a year.

e Authorized the donation of surplus Federal property to State and local
governments for parks, recreation, and historic purposes.

1973 Budget Proposals

* Fully fund the Land and Water Conservation Fund annual authori-
zation at $300 million.

* Modify the formula for allocation of grant from the fund so that dis-
tribution among States is more nearly proportionate to population.

Program Results

* Purchase of an estimated 800,000 acres of land for Federal recreation,
historic, and natural preservation areas between 1970 and 1973.

® Purchase of an estimated 1.2 million acres of recreation land by State
and local governments with Federal grant assistance, between 1970 and
1973. |

* Donation of an estimated 40,000 acres of surplus Federal property
between 1971 and 1973 to local governments for use as parks.

* Sale between 1970 and 1973 of an estimated 80,000 acres of public do-
main lands to local governments for recreation purposes, at the bargain
price of $2.50 per acre.

* Increase outlays for recreation programs from $372 million in 1969

to $640 million in 1973.
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TOWARD THE GOAL OF
Providing for Human Needs

Recent Program Improvements

 Increased social security benefits by 15% in 1970, followed by a further
10% increase in 1971.

e Reformed the food stamp program, establishing national standards and
increasing benefits for the most needy.

e Increased unemployment benefits and expand coverage under the Em-
ployment Security Amendments of 1970.

e Provided further temporary emergency increases in benefits in high
unemployment States.

Budget Proposals

 Enact Welfare Reform to replace the present failing welfare system.

e Increase social security benefits by another 5% with future rises tied
automatically to the cost of living.

* Strengthens dramatically programs to help the elderly.

* Establish better audit and management controls over public assistance
payments and social services.

Results

* A one-third increase in social security benefits between 1969 and 1973.
A ninefold increase in spending on the food stamp programs since 1969.
* A nearly threefold increase between 1969 and 1973 in needy school-
children receiving subsidized lunches.

* A sixfold increase in the budget authority for the Administration on
Aging to $100 million between 1969 and 1973.

A 539% increase in the number of people helped by vocational rehabilita-
tion from 1969 to 1973.

Welfare Reform

e Sets national eligibility standards.

e Establishes a national minimum Federal income standard of
$2,400 for a family of four.

* Emphasizes incentives for work, training, and self-sufficiency.

* Includes low-income working families for the first time.

* Reduces the fiscal burden on States of mounting welfare cost.

Establishes a national administrative structure with high stand-

ards of control, service, and efficiency.

* Provides training and child care for welfare recipients.
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TOWARD THE GOAL OF
Improving Health for Americans

Recent Program Improvements

 Intensified research into cancer and sickle cell anemia.

* Increased support of health manpower training and reformed assistance
to health profession schools and students.

e Directed health facility construction efforts toward less costly modes
of care.

e Expanded consumer safety and occupational health activities.

1973 Budget Proposals

e Establish guaranteed health insurance coverage for employees and their
families.

* Provide special health insurance for low-income families.

e Eliminate monthly premium for supplementary medical insurance in
Medicare.

e Expand cancer, sickle cell anemia, and family planning research.

* Increase supply and improve distribution of health manpower.

e Substantially increase consumer food and product safety activities.

e Reform Medicaid and Medicare.

e Assist the development of health maintenance organizations.

* Improve nursing homes for the aged.

e Screen 1.5 million children for lead poisoning.

Results

e Obligations for cancer research raised from $185 million in 1969 to $430
million in 1973.

e Over 290,000 health professionals in training during 1973, compared to
233,000 in 1969.

TOWARD THE GOAL OF
Fighting Drug Abuse

Recent Program Improvements

* Created Special Action Office for Drug Abuse Prevention at the White
House under the leadership of a distinguished professional.

* Recognized the problems of drug abuse in the military and directed
treatment be given.

* Instituted tough antiheroin programs in the Armed Forces, especially
in Vietnam.

* Established the National Clearinghouse for Drug Abuse Information.

* Broadened efforts to control illicit world drug trade, including ending
Turkish opium production.

1973 Budget Proposals

¢ Additional manpower for enforcement agencies.
* Launching a combined Federal-State attack on drug traffickers.

25

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



Results

e The number of drug abuse prevention centers has increased to 81 in
1972 from six in 1969.

e Quadrupled the funds spent on drug abuse prevention.

 Distributed over 2 million copies of source books on drug addiction,
mainly to schools.

e Obligations for drug abuse prevention and treatment will rise from $46
million in 1969 to $365 million in 1973; with 49,000 addicts treated
in 1973, compared to 5,100 in 1969.

TOWARD THE GOAL OF
Insuring Equal Opportunity for All Americans

Recent Program Improvements

e Extended the vote to 18-year-olds under the Voting Rights Act Amend-
ments of 1970.

* Created the Office of Minority Business Enterprise to encourage and
expand business opportunities for all minority groups.

e Strengthened the Office of Federal Contract Compliance, and the Equal
Employment Opportunity Commission.

* Created the Cabinet Committee on Opportunities for Spanish-Speak-
ing People by statute.

* Launched a series of actions to protect Indian resources and advance
Indian self-determination.

1973 Budget Proposals
* Maintain civil rights as a high-priority responsibility of the Federal
Government.
* Accelerate equal employment opportunities in the Federal service.
e Extend the life and authority of the Commission on Civil Rights for
5 years and expend its authority to cover sex discrimination.

Results

* Increased spending for civil rights enforcement by 7009% between 1969
and 1973.

* Increased number of minority group members and women employed
in jobs for greater responsibility in both the public and private sectors.

* Implemented the “Philadelphia plan” and 24 other citywide construc-
tion plans, resulting in a goal of 28,000 new jobs for minority groups in
the construction industry.

* Increased funding for minority business enterprise programs by 236%
between 1969 and 1973.

* Implemented a fair housing program for military personnel who live
off base.
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TOWARD THE GOAL OF
Reforming and Improving American Education

Recent Program Improvements

¢ Revitalized the administration of Federal aid programs to provide more
equal educational opportunity.

e Strengthened the organization and management of the Office of Edu-
cation.

e Began development of new techniques for career education to insure

that all students have an opportunity to acquire productive occupational
skills.

1973 Budget Proposals

e Enable State and local governments to assume a greater role in planning
and management of Federal education programs through education
revenue sharing.

* Furnish emergency school assistance to alleviate problems of school
desegregation.

e Create a National Foundation for Higher Education to spur innovation
and needed change in our colleges and universities.

e Establish a National Institute of Education to provide national leader-
ship in education research and development.

Results

* A 71% reduction in the number of children attending all-black schools
since 1969.

* More than doubled Federal aid for college students between 1969 and
1973.

* A 46% increase in total Federal aid to elementary and secondary edu-
cation between 1969 and 1973.

TOWARD THE GOAL OF
Providing Skills and Jobs for All Americans

Recent Program Improvements

* Provided transitional public service employment opportunities in State
and local governments under the Emergency Employment Act of 1971.

* Reorganized the Manpower Administration in the Department of Labor
to decentralize responsibility and simplify relationships between the
Federal Government and States and localities.

* Created a nationwide program of computerized job banks to match
jobseekers with job opportunities.

1973 Budget Proposals

* Enact manpower revenue sharing to reform manpower work and train-
ing programs through decentralization of administrative responsibilities
to State and local government.

e Strengthen and reform manpower programs for welfare recipients, en-
abling those who participate to become self-supporting.
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* Increase the number of transitional public service employment oppor-
tunities in State and local governments.
e Expand Federal and State occupational health and safety programs.

Results
* Increased the number of persons in work and training programs from

1,183,000 in 1969 to 1,496,000 in 1973.
* Increased work and training outlays 151% between 1969 and 1973.
* Installed computerized job banks in most States.

TOWARD THE GOAL OF
Protecting the Consumer and Worker

Recent Program Improvements

* Created the Office of Consumer Affairs.

* Established the Consumer Product Information Center to channel gov-
ernment buying data to the public.

* Developed and implemented new standards for workers under the Oc-
cupational Safety and Health Act.

* Implemented the Federal Coal Mine Health and Safety Act to protect
miners.

* Reorganized and revitalized the Federal Trade Commission.

* Implemented legislation requiring auto safety equipment installed in
new autos.

* Extended Highway trust fund financing to safety.

1973 Budget Proposals

* Improve product safety and testing.
* Provide better protection against fraud and deceptive warranties.
* Protect and encourage employee pension benefits.

Results

* A decrease in highway fatalities between 1969 and 1970, the first signif-
icant decline since 1958.

* Over 2,700 products withdrawn from the market in 1971, an increase
of 96% over 1969 due to vigorous enforcement of existing consumer
protection laws.

* 5,600 citations issued alleging nearly 20,000 safety and health violations.

* Coal mine deaths at a new low.
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TOWARD THE GOAL OF
Combating Crime and Securing Equal Justice for All

Recent Program Improvements

* Strengthened the ability of law enforcement agencies to deal with a
wide range of criminal justice problems by enactment of the Adminis-
tration’s Omnibus Crime Control Act of 1970.

* Increased the Federal Government’s ability to fight organized crime
under the Organized Crime Control Act.

* Consolidated and revised Federal drug laws through enactment of the
Administration’s Comprehensive Drug Prevention and Control Act of
1970.

e Initiated a 10-year plan to improve the Federal Prison System.
1973 Budget Proposals

° Increase the effectiveness and flexibility of Federal grants to State and
local authorities, under any law enforcement revenue sharing.

* Expand expenditures for law enforcement at all levels of government.

e Continued emphasis on combating drug abuse through both law en-
forcement and treatment.

Results
* A 253% increase in total outlays for law enforcement between 1969 and

1973.

* An increase from $104 million in 1969 to $923 million in 1973 for law
enforcement assistance to States and cities, and an increase from $554
million to $1,398 million for direct Federal programs.

* A 300% increase in the number of compliance actions by the Bureau
of Narcotics and Dangerous Drugs between 1969 and 1973.

e Training one-third more State and local police officers in 1973 than
1969.

* An increase in indictments of members of organized crime syndicates
from 813 in 1969 to 2,122 in 1971.

* An increase in seizures of dangerous drugs and narcotics by over 400%

between 1969 and 1973.
TOWARD THE GOAL OF

Providing Better Communities and More Housing for All Americans

Recent Program Improvements

* Provided major increases in subsidized housing for low- and moderate-
income families.

* Initiated the GNMA tandem plan to limit the effects of high-interest
rates and facilitate financing of housing for middle-income families.
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o Instituted aggressive policy of Federal Home Loan Bank System
advances to savings institutions to aid the conventional mortgage

market.
* Reorganized the Department of Housing and Urban Development to

better decentralize decisionmaking and serve overall community needs.

1973 Budget Proposals

» Replace five categorical grant programs with urban community devel-
opment revenue sharing.

* Complete the transition to the new planning and management assist-
ance program.

e Simplify and consolidate the complex and confusing array of housing
programs and eliminate unwieldy program restrictions and conflicts.

Results

e Total housing starts of over 2 million achieved in calendar 1971—the
highest level in our history.

e Starts of subsidized housing for low- and moderate-income families in-
creased almost fourfold from 156,000 in 1969 to 566,000 in 1973.

TOWARD THE GOAL OF
Providing for the Veteran

Recent Program Improvements

* Increased pension benefits by 17% ; an average of 10% on January 1,
1971, and an additional 7% on January 1, 1972.

* Broadened eligibility for education and training, and increased benefit
payment from $100 to $175 per month for a single veteran.

 Improved medical care by adding over 12,000 staff, constructing seven
hospitals and adding 296 special care units since 1969.

e Established jobs-for-veterans program to help returning veterans find
job training and employment.

1973 Budget Proposals

* Increase education and training benefit level by an additional 8.6%, to
$190 per month for a single veteran.

e Raise average employment in VA medical facilities by 10,000, add 248
special care units, and emphasize appropriate alternatives to hospitali-
zation.

* Modernize or replace seven hospitals and completely activate six new
hospitals.

* Broaden outpatient care for veterans with non-service-connected disa-
bilities to avoid unnecessary hospitalization.

e Expand efforts to provide jobs for veterans.

* Improve level and structure of compensation benefits.

Results

* Raised veterans average compensation benefits by 30% and pensions
by 22% between 1969 and 1973.
* Increased total education and training benefits by 250% since 1969.
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e Raised the staff /patient ratio in VA hospitals from 1.2 in 1969 to a
record 1.5 to 1 in 1973.

¢ Increased number of hospital and extended care patients treated with
VA funds by over 80,000 and raised outpatient visits by 4 million over
1969.

e More than doubled the number of GI bill trainees from about 900,000
in 1969 to over 2 million in 1973.

* Increased the number of guaranteed housing loans by 64% between
1969 and 1973.

TOWARD THE GOAL OF

Science and Technology Serving Man

Recent Program Improvements

 Initiated major new program to focus research on domestic problems.
* Increased the support for fundamental research.
e Revitalized programs to improve science education.

1973 Budget Proposals

* New emphasis on a strategic approach to research and development.

e Experiment to find better ways to stimulate private sector research and
development.

e Find ways to accelerate practical application of research and develop-
ment efforts.

* Involve high technology agencies in solving human problems.

Results

* 15% increase in civilian research and development obligations over
1972 ; 65% increase over 1969.
* Man-years of professional scientific research effort supported by the

National Science Foundation increased approximately 78% between
1969 and 1973.

* Over 1,500 additional man-years of professional scientific effort will be
focused on major national problems through NSF programs.

TOWARD THE GOAL OF
The Exploration and Exploitation of Space

Recent Program Improvements

* Redirected nuclear rocket and outer planets exploration programs to
provide a better balance in future space investments.

* Increased emphasis on programs that provide direct benefit, such as
weather, communications, navigation and earth resources satellites, and
on programs to increase scientific knowledge.

1973 Budget Proposals

* Develop the space shuttle to reduce future cost of space operations.
* Prepare for unmanned exploration of Mars and Jupiter.
* Operate the first earth resources technology satellite.
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* Develop a new generation weather satellite to provide major improve-
ments in weather forecasting.

* Begin to utilize NASA’s capabilities for earth-bound transportation
problems.

Results

e Achieved first successful manned landing on the moon and successfully
completed three additional lunar landings.

* Sent unmanned spacecraft to photograph Mars.

* Demonstrated ability of experimental communications satellite to pro-
vide medical information directly to remote areas.

* Used multispectral pictures from aircraft to detect environmental
problems.

TOWARD THE GOAL OF
Providing for Future Power Needs

Recent Program Improvements

* Accelerated development of liquid-metal fast-breeder power reactor to
meet future energy needs.

* Initiated program to expand capability to enrich uranium for use as
nuclear fuels.

1973 Budget Proposals

* Emphasize research on controlled thermonuclear fusion and other proj-
ects to meet long-term needs for clean energy.

* Further accelerate fast-breeder program.

* Intensify environmental research.

* Strengthen and improve regulatory activities.

Results

e A one-third increase by about 1979 in AEC’s plant capacity to meet
future needs for enriched uranium fuels.

* Schedule for development of the fast breeder commensurate with fu-
ture needs.

TOWARD THE GOAL OF
Providing a Modern Transportation System

Recent Program Improvements

 Initiated a 12-year, $10 billion program to improve urban mass trans-
portation.

Accelerated efforts to improve the national airway system.

Began 10-year program to modernize the U.S.-flag merchant marine.
Extended Highway trust fund financing to highway safety programs.
Increased emphasis on solution of urban highway problems through
higher funding for traffic operations improvements program and urban
highways.
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* Established program to prevent skyjackings.
* Increased responsibility of the Coast Guard in the areas of boating safety
and pollution control.

1973 Budget Proposals

* Continue needed financial aid to States and localities pending enact-
ment of transportation revenue sharing.

* Expand Federal asistance to reduce metropolitan highway congestion
and to improve urban mass transit.

* Modernize the Federal regulatory structure to improve surface freight
transportation.

e Encourage equipment modernization and eliminate tax inequities in
the railroad freight industry.

Results

* A nearly fourfold increase in the funds committed for urban transporta-
tion between 1969 and 1973.

* A decrease in highway fatalities between 1969 and 1970, the first signif-
icant decline since 1958.

* A decrease in the number of train accidents in 1970, the first decline in
9 years.

TOWARD THE GOAL OF

Promoting Opportunities in Business for All Americans

Recent Program Improvements

* Created the Office of Minority Business Enterprise to coordinate efforts
of the Federal Government and to expand the assistance provided
minority businessmen.

* Created the National Oceanic and Atmospheric Administration to bring
together, for more effective development and management, the many
scattered marine programs of the Federal Government.

1973 Budget Proposals

* Increase financial assistance to small businessmen, including direct as-
sistance by the Small Business Administration.

* Expand financial and management assistance to minority businessmen.

* Expand research efforts to reduce losses from natural disasters and fires.

* Initiate efforts to find ways to stimulate research and development in
the private sector of the economy.

* Expand mapping of Continental Shelf to increase our knowledge of
the resources located there.

Results

* Over 35,000 new or existing small businesses will receive financial
assistance in 1973, compared to 14,500 in 1969.

* An estimated 250 minority business development organizations will
receive grants or contracts in 1973,

* An estimated 10,000 new construction jobs will be created in areas of
high unemployment in calendar year 1972,
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* Increased warning time on severe storms providing greater protection
of life and property.

e Stimulation of research and development that can contribute to pro-
ductivity, exports, and employment.

TOWARD THE GOAL OF
Providing for the Farmer and Rural American

Recent Program Improvements

* Established more market-oriented commodity programs to allow farmers
wide freedom of choice in selecting the most efficient mix of crops
for their land.

* Increased the availability of credit for rural housing and for farmers.

* Created a federally assisted rural telephone bank and a private electric
utilities bank to help finance development in rural areas.

e Strengthened consumer protection through expanded meat and poultry
inspection and establishment of a new egg inspection program.

1973 Budget Proposals

* Create rural community development revenue sharing to provide funds
to States and local governments for the improvement of rural commun-
ities and public facilities.

* Create a new rural credit program to promote commercial, industrial
and community development in rural areas.

e Shift the farm operating loan program from direct loans to insured
loans, thus significantly increasing the availability of credit.

* Expand the rural housing loan program for low- to moderate-income
rural residents.

Results

* Moved to strengthen farm income and farm prices in the face of
unexpected bumper grain crops in 1971.

e Expanded agricultural exports from $5.7 billion in 1969 to $7.8 billion in
1971.

* Increased the 1973 level of the rural housing programs for low- to mod-
erate-income rural residents to 463% of the 1969 level.

* Increased the number of families benefiting from the rural water and
sewer grant and loan programs in 1973 by 75% over the number in
1969.

* Increased the number of federally inspected meat and poultry estab-
lishments by more than 56% since 1969.

TOWARD THE GOAL OF

Effective Government and Improved Quality of Life for the District
of Columbia

Recent Program Improvements

* Seating of the District’s first congressional delegate in nearly 100 years.
* Establishment of the Commission on the Organization of the Govern-
ment of the District of Columbia.
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1973 Budget Proposals

* Aid in financing Washington mass transit development.

* Steps to clean up the Potomac.

* Upgrading higher education in the District.

* Stronger urban renewal and preservation measures.

* Reforms in the municipal revenue and financing structure.

* Programs to put city in forefront of the Nation’s drug treatment and
rehabilitation effort.

Program Results

* Serious crime in 1971 down 149% below 1970.

e Narcotics treatment administration now has over 3,000 addicts in
treatment.

e Over 8 miles of track and 10 stations under construction for METRO.

480400 O—72——5
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PART 3
PERSPECTIVES ON THE BUDGET

This section discusses some special aspects of the budget that
are not elaborated in Part 1: the long-range budget outlook, the
Nation’s research and development effort, and the national debt.

THE LONG-RANGE OUTLOOK

Federal activities have major impacts on the national economy
as a whole and on the welfare of individual citizens. The effects
of each year’s budget decisions are felt for years thereafter. It is
therefore essential that the long-term consequences of these de-
cisions be explicitly understood.

The fiscal outlook.—The budget margin projected for future
years is the potential Federal budget surplus, at full employment,
assuming current and proposed tax legislation and continuation
of all current and proposed expenditure programs. The projec-
tions assume no new Federal initiatives beyond those proposed in
this budget.

The margin is a very tenuous and precarious one. For example,
in last year’s budget, the margin remaining in 1976 was projected
at $30 billion but now it is projected at $5 billion. In 1 year,
tax reductions and increased outlay commitments have consumed
$25.5 billion of the margin for 1976.

There is, of course, nothing inevitable about the current
estimate of the budget margin remaining for 1976. Some ongoing
programs can be reduced or eliminated in future years, thus add-
ing somewhat to the $5 billion margin shown. Nonetheless, $5
billion is a small figure for 4 years in the future, if our immediate
past experience is any guide. Thus, actions which add to govern-
ment spending must be constrained to a small fraction of former
levels. The only alternatives are higher taxes or higher prices.

The government must also face more squarely the long range
implications of decisions taken today. We can no longer afford
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to accept proposals because “they do not cost much in the first
year.” As is the case with uncontrollables, the problem of an in-
adequate margin for future initiatives will be with us until
we are willing to say no to proposals because, once started,
they will cost more than we will be willing to pay in future years.
In an age of complex problems requiring long range solutions,
the Nation can no longer afford an exclusive focus on one year
at a time in budgeting.

Social security legislation now pending before Congress sched-
ules an increase in the payroll tax base and rate, starting in
January 1976. By 1977, the additional revenues resulting from
these changes and from growth in the economy will increase the
budget margin substantially, to $23 billion, in spite of continu-
ing growth in outlays. This 1977 margin is the difference between
projected revenues of $346 billion and projected outlays of $323
billion for existing and proposed programs. Though substantial,
this margin is $7 billion less than the margin projected last year
for 1976.

Thus, it is clear that new spending proposals must be evaluated
against the most stringent of standards: Are they suffictently de-
sirable to warrant increases in taxes or elimination of existing
programs?

The role of the budget in resource allocation.—Both the rev-
enue and outlay sides of the budget influence the way in which
national resources are allocated. Taxes affect resource allocation
primarily because they divert to public use a portion of the in-

come of taxpayers, which would otherwise be used for private
purposes.

The effect of budget outlay decisions on resource allocation

varies with the type of expenditure:

* The influence may be fairly direct and identifiable, as in
the case of direct Federal purchases of goods and services for
a given function.

* Federal grants to State and local governments affect the
allocation of resources among various functions by influenc-
ing the budget decisions of these governments.

* Federal transfer payments increase the purchasing power
of the recipients. Resource allocation is affected to the extent
that the expeuditure patterns of recipients differ from the
pattern of the average taxpayer.

Projected resource allocation.—The chart and table below

present projections of resource allocation patterns for calendar
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year 1976 and comparisons with the 1969 patterns. The projec-
tions show the claims on resources that are likely to exist in
calendar 1976, given past trends and the current and proposed
tax rates and Federal program outlays.

For the purposes of this analysis, GNP has been divided into
eight functions, as indicated in the chart and table. For 1976,
the chart shows a portion of GNP equal to the projected budget
margin, plus general revenue sharing, as unallocated. Definitions
of the functions in terms of the national income accounts are
given in the appendix to chapter 3 of the 1971 Economic Report
of the President.

The following chart shows the resource allocation picture now
projected for calendar year 1976 compared with the correspond-
ing pattern for calendar year 1969. The 75% increase in current

Allocation of GNP in 1969 and Projected for 1976

Clothing
and
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dollar GNP expected between these years—from $0.9 to $1.6
trillion—will be accompanied by large increases in expenditures
for all eight functions. Some functions, however, are expected to
increase somewhat as a share of GNP; others are expected to
decrease. The relative differences between the two years reflect
shifting national priorities and changing demographic patterns.
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Business investment and net exports, for instance, are ex-
pected to increase relative to GNP.

General government expenditure is expected 1o rise rapidly
because of large increases in expenditures for law enforce-
ment and environmental programs.

Total health expenditure is projected to increase sharply,
largely as a result of increased Federal assistance for health
care costs.

Expenditures for the “all other” function are estimated to
decline in relative terms, as defense, space, and atomic
energy programs grow less rapidly than GNP.

Total national expenditures for basic necessities are pro-
jected to decline as a percentage of GNP as income levels
rise.

Although rising in absolute amount, defense and space pur-
chases of goods and services are expected to be a smaller per-
centage of GNP in calendar 1976 than they were in 1969. As the
table below indicates, the federally financed shares of the total
national expenditures for all functions except business investment
(which is exclusively private), transportation, and the ‘“all
other” function are projected to increase.

FEDERAL, STATE AND LOCAL, AND PRIVATE SHARES OF TOTAL
EXPENDITURES, BY FUNCTION

Calendar 1969 Calendar 1976
Function
Federal! Stateand |Privated  Federal! Stateand Private3
local 2 local 2
L 23.0 16. 7 60. 3 28.8 15.6 55.6
General government... .. 19. 6 80.% ...:isa 23.5 6.5 Uil
Housing investment. . . .. 5.5 ~—0. 1 9. 6 9.4 0.1 90. 6
Business investment...... ....... ....... 100.0 ..o anvaecy 100. 0
Educationn. ............. 8.6 75. 2 16 2 13.8 74. 4 11. 5
Basic necessities......... 13.8 2.9 83.3 16. 9 23 80. 6
Transportation. . ....... 6.8 i12. 9 80. 8 6.3 14. 9 78.8
Aother. oo 54. 2 0.9 44, 9 42. 4 153 56. 3
Total allocated
resources.. ... 120. 4 410.6 69.0 420.1 112. 4 67.5

1 Includes grants and transfer payments. All transfer payments other than for medical, educational and
foreign aid programs are included in basic necessities.

2 Excludes grants.
3 Exdﬂdﬁi%nsfer payments. .
4 Includes infPerest payments and subsidies not included above.

Total Federal expenditure projected for calendar 1976—under
the assumption of no new programs except those proposed in

this budget—is a smaller percentage of total allocated resources
than in 1969.
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THE NATION’S RESEARCH AND DEVELOPMENT EFFORT

The need for a more strategic approach to research and de-
velopment.—It is clear that Federal investments in research and
development have a far-reaching impact on economic and social
progress. The implications go well beyond the contribution of
research and development to specific programs such as defense,
space, energy, health, environment, and transportation.

The scope and significance of research and development tends
to be overlooked in the Federal budgetary process since it is
scattered throughout the budget and since science and tech-
nology are often viewed as optional long run approaches to the
solution of specific problems which demand immediate attention.
This view of research and development hinders the development
of an overall—more strategic—approach to guide resource
allocation.

A major objective of this Administration has been and will
continue to be, a more strategic approach to our total national
research and development investment. To further this strategic
approach, we must spend more of our talent and resources in
more clearly understanding the research and development
process, particularly in how it works in the context of a repre-
sentative form of government and a free market economy. This
budget proposes just that. In addition, the 1973 budget will move
us ahead in several critical areas where our knowledge is sufficient
to make wise investments in R. & D.

This budget accelerates our efforts to turn science and tech-
nology to the service of man through emphasis on solving impor-
tant civilian problems, increases significantly our efforts in de-
fense R. & D. to protect our national security, and strengthens
the support of basic research to increase our stock of knowledge
to draw on for the future.

Beyond these overall R. & D. thrusts in the budget, provision is
made for a beginning in several important areas. This budget:

—initiates a series of experiments to find better ways to en-

courage private investment in research and development
and to improve the application of R. & D. results.

—draws more directly on the capabilities of those agencies

that harnessed the atom and conquered space, AEC and
NASA.

—strengthens the partnership between government and in-

dustry in R. & D. to create innovative technologies and new
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markets, thus creating new job opportunities, increasing the
Nation’s productivity and strengthening the U.S. position in
international trade.

—provides an improved national capability to assess the im-
portance of research and development to economic growth.

Through these and other efforts this Administration continues
to improve management of the Government to insure that the
overall level of R. & D. effort is adequate, that our R. & D. pro-
grams are focused on top priority needs, that our considerable
R. & D. capabilities are effectively utilized, and that the American
people get a proper return on the dollars they invest in Federal
research and development.

Fiscal year 1973 funding for Federal R. & D.—The Federal
R. & D. effort will reach $17.8 billion in the 1973 budget, an
increase of $1.4 billion, or more than 8%, over 1972.

Included within this total are significant increases in research
and development to strengthen our national defense; to increase
the emphasis of the space program on useful applications; to
accelerate research and development to deal with key problems
in health, transportation, energy, environment, and natural
disasters; and to strengthen basic science.

The expansion of ongoing programs, together with new efforts
that move us to a longer range strategy for R. & D., will result
in a total increase for the civilian research and development

effort—exclusive of defense and space—of $700 million in 1973
or 15% over 1972. This makes the growth in civilian R. & D.
since 1969 65%, from $3.3 billion to $5.4 billion.

THE OVERALL FEDERAL R. & D. OUTLOOK
[Obligations for conduct of R. & D. in billions of dollars]

1969 1972 1973

Defense, including AEC, military related programs--________________ 8.4 8.6 9.4
- O LB LT ST S SN SSUO. 3.8 3.1 3.0
Civilian programs________________ .. 3.3 4.7 5.4

i A 15.5 16.4 17.8

Recent trends in Federal R. & D. are also depicted in the
following chart.

40

Federal Reserve Bank of St. Louis



Conduct of Research and Development — Obligations

Defensc ’f’
‘4' n..‘____#

All Other Civilian

Special efforts to strengthen civilian R. & D.—This budget
includes special efforts to strengthen civilian R. & D. as
illustrated in the following table:

RESEARCH AND DEVELOPMENT

[Obligations in millions]

Program objective 1972 1973 Percent
Abundant electrical power without pollution___________________ $392 $480 229%
Fast, safe, pollution-free transportation__._____________________ 456 666 46
Reduction in the loss of human life and property from natural
disasters___ . _ e 923 136 46
Effective methods of curbing drug trafficking and of rehabilitating
drugusers_ _ ____ e 50 60 20
Local demonstrations of effective emergency health care systems. 8 15 88
Experimental incentives program_._._._________________________ 0 " .| [R—
Total of these categories______________________________. 999 1,397 _____.

Total 1973 increase_ __ _ ___ e e 398 40

This increase of about $400 million is the first stage in about
a $2 billion R. & D. investment over the next 5 years in these
areas alone. These increases illustrate the efforts of the Admin-
istration to focus R. & D. on both short-run and longer range
goals in areas of national concern.
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THE FEDERAL DEBT
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effect on the unified budget surplus or deficit. Interest on debt
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Federal Reserve System is returned to Treasury and shows up
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in Part 4.
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PART 4
THE BUDGET PROGRAM BY FUNCTION

The outlays of the Federal Gov-
ernment are grouped into 14 func-
tional categories according to the
general purpose served, regardless of
the administering agency. This sec-
tion describes the trends and admin-
istrative initiatives in the major pro-
grams under each of these functions.

In addition to the outlays esti-
mated in the functional categories,
the budget includes several lump-
sum allowances:

e $0.8 billion for pay raises for

civilian agencies (the national
defense total includes a compara-
ble allowance of $2.7 billion for
military and civilian pay raises in
the Defense Department) ; and
e $0.5 billion for unforeseen con-
tingencies and for programs on
which detailed proposals have not
yet been completely formulated.
The size and composition of
budget outlays have changed sub-
stantially over the last three decades
as shown in the table below.

CHANGING COMPOSITION OF THE BUDGET

[Dollars in billions]

Percent of total budget

Function Qutlays

1945 1950 1955 1960 1965 1970 1973 197
Nitional dolenge..ocovvivnncmnassnsnsnsns 85.7 30.4 58.7 49.8 AlL.9 40.8 31.8 §$78.3
International affairs and finance__.____________ 3.5 11.1 3.0 3.3 3.7 1.8 1.6 3.8
Space research and technology. .. ... ... __. » .1 | 4 4.3 1.9 13 3.2
Physical resources._ - - _ _ o __. 6.2 13.7 8.3 10.9 12.3 10.7 10.4 25.7
griculture and rural development._ .. ______. 1.7 6.5 5.9 3.6 4.1 3.2 2.8 6.9
Natural resources and environment.._.__.... .3 2.9 ol 1.1 | [y 1.3 1.0 2.5
Commerce and transportation_ ... _________. 4.4 3.9 1.6 9.2 6.2 4.7 4.7 11.6
Community development and housing. ... ... —-.2 .6 " 1.1 s& 1.5 2.0 4.8
Human resources._ - - - _ - . 2.9 32.5 21.1 27.6 29.9 36.9 45.0 110.8
Education and manpower- . .. . ______ . 5 .8 1.1 1.9 3.7 4.6 11.3
Health. _ . . .6 .4 .8 1.5 6.6 7.4 18.1
Income security_ ... ... 1.2 10.9 13.3 19.7 21.7 22.3 28. 3 69.7
Veterans benefits and services.. _________._. 1.2 20.5 6.6 5.9 4.8 4.4 4,8 11.7
General government_ - __________________._. .8 2.0 1.7 1.4 1.9 1.7 4 5.5
Interest. ..o 3.7 13.3 8.8 9.0 8.7 9.3 8.6 21.2
GONOTEl ROVONUO SHBIME - oo nomintenrsind Bamssl SSASSS FHSERE ~SeFeld SEaSem -Hmems 2.0 5.0
Allowances. . _ - - e emmem mmmmem mmmmem emmmem emmm—m —m—e 9 1.3
Undistributed deductions_ _ .- ______________ -2.8 -39 -1.8 =25 =26 -3.2 -3.5 -8.6
TOl). oz sumssusssavasa sewss 100.0 100.0 100.0 100.0 100.0 100.0 100.0 246.3

* Less than 0.05%.
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NATONAL DEFENSE

National Defense Outlays

Procurement, and Other

Research and
Development
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Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

This Administration has formu-
lated a new national security strat-
egy of Realistic Deterrence designed
to move this Nation towards an era
of peace. Our strategy is based on
maintaining adequate strength, ef-
fective partnership with our allies,
and negotiations with our adver-
saries in order to secure and preserve
the peace. To implement this strat-
egy successfully, the defense pro-
gram must provide sufficient stra-
tegic retaliatory capability to con-
stitute the free world’s basic nuclear
deterrent. It must also provide gen-
eral purpose forces strong enough,
together with those of our allies,
to deter or defend against tactical
nuclear or conventional threats.
This budget proposes a substantial
increase in budget authority to as-
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sure our ability to continue to meet
these objectives in the future.

Recent Program Improvements

* Formulated a new national se-
curity strategy;

* Initiated major development and
modernization efforts;

* Reduced authorized American
forces in Vietnam by 87% ;

* Set the goal of an all-volunteer
force; and

* Initiated reform to correct draft

inequities for as long as we have
the draft.

Budget Proposals

* Substantially improve our na-
tional defense;

* Maintain strong Active Forces;

e Strengthen our strategic nuclear
deterrent;
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e Continue modernization of the
general purpose forces;

* Preserve our technological supe-
riority; and

* Upgrade the capability of the

Guard and Reserves to augment

the Active Forces.

Progress in Vietnamization has al-
lowed us to move toward termina-
tion of American combat involve-
ment in Vietnam. Authorized U.S.
troop strength has been reduced
from 549,500 to 69,000 as of May
1, 1972. U.S. casualties are now
averaging less than 5% of the level
of 1968. With our assistance, the
South Vietnamese have assumed
responsibility for ground combat op-
erations and are now assuming other
military responsibilities.
Department of Defense—Military

A $6.3 billion incease in budget
authority is planned primarily to
strengthen our nuclear deterrent
and modernize the general purpose
forces. Research and development
will be increased to preserve and
enhance our technological superi-
ority. National Guard and Reserve
programs will also be increased.

Programs proposed in this budget
will make a military career more
attractive. Pay for the new recruit
was almost doubled in November
1971. Other increases in pay and
allowances are budgeted for Janu-
ary 1972 and 1973. The costs of
attracting capable personnel are
substantial. Although the military
personnel levels are about the same
as those of 1964, average military
pay and benefits have increased
from $4,570 per man in 1964 to
$9,500 in 1973.

Strategic forces.—Strategic forces
exist primarily to deter nuclear at-
tack. This capability is provided
by an effective combination of offen-
sive systems—intercontinental bal-

Federal Reserve Bank of St. Louis

listic missiles, submarine-launched
ballistic missiles, and strategic bomb-
ers. The continental air defense sys-
tem and the Safeguard ABM system
now under construction also con-
tribute to this capability.

We are negotiating with the
Soviet Union in the Strategic Arms
Limitation Talks (SALT) to limit
offensive and defensive systems.
However, until there are agreed
limits on strategic forces, we must
prepare to meet the growing Soviet
threat. Increases are planned in
1973 for the strategic forces to: (1)
Emphasize improvements to our sea-
based strategic deterrent force; (2)
continue the conversion of the bal-
listic missile forces to the more
capable Minuteman III and Posei-
don systems which are equipped
with multiple warheads; (3) carry
forward the phased deployment of
the Safeguard ABM system; and
(4) continue the development of a
new manned strategic bomber.

General purpose forces—Our
general purpose forces also serve a
deterrent role. These forces, together
with those of our allies, must be
adequate to meet a major Com-
munist attack in either Europe or
Asia, to assist our allies against other
threats in Asia, and to contend with
a contingency elsewhere.

Efforts to improve the firepower,
mobility, and reaction capability of
the land forces will continue in 1973
with additional procurement of
M-60 tanks, antitank missiles, and
ground-to-air missile systems. An en-
larged troop-carrying helicopter and
a new heavy-lift helicopter are being
developed to increase the mobility of
the Army.

General purpose naval forces in-
sure our ability to protect wvital
shipping lanes and provide sea-
based airpower. This budget will
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provide a shipbuilding program
which is double the annual average
program for 1966-69. New ships
will be constructed to further mod-
ernize the fleet, and greater em-
phasis will be placed on the
development of smaller ships with
greater firepower.

The modernization of the tactical
air forces continues with the initial
procurement of the F-15 fighter for
the Air Force and continued pro-
duction of the F-14 carrier-based
fighter aircraft for the Navy. Close
air support for ground forces will be
strengthened through continued
procurement of Harrier aircraft for
the Marine Corps and the develop-
ment of the A—X aircraft for the Air
Force.

Guard and Reserve.—~These
forces are now designated the pri-
mary source of augmentation for the
Active Forces in any emergency re-
quiring rapid and substantial in-
creases in general purpose forces.
Increased manning, training, and
equipping are essential to enable
National Guard and Reserve units
to fulfill this mission.

Research and development.—We
are proposing a significant increase
in our research and development
program to preserve our technologi-
cal superiority, thereby providing
for effective response to changing
threats. New strategic and tactical
systems will be designed and the
technology that underlies future
systems will be strengthened.

Military Assistance

Military assistance and credit
sales programs supplement the ef-
forts of other countries to provide
for their own defense, and ease the

46

transition of our allies and friends
to a position of greater self-reliance.

Atomic Energy

The Atomic Energy Commission
is responsible for developing and
manufacturing nuclear weapons
and improving nuclear power re-
actors for propulsion of naval ves-
sels. AEC also develops designs of
improved nuclear powerplants and
enriches nuclear fuels for such
plants. It pursues other peaceful ap-
plications of atomic energy, and
conducts basic and applied research
in the physical and biomedical
sciences.

The 1973 outlays of $2,422 mil-
lion reflect in part accelerated de-
velopment of the “fast breeder”
power reactor concept and ex-
pansion of AEC’s capability to en-
rich nuclear powerplant fuels. In-
tensified efforts to assure that
nuclear powerplants are environ-
mentally acceptable will also be
made. In addition, AEC will ac-
celerate its controlled thermonu-
clear fusion research program, seek-
ing to develop another source of
clean energy for the future.

National Defense

Total' Percent of
Fiscal year outlays total budget
(in millions) outlays
1973 estimate.... $78, 310 31.89,
1972 estimate.... 78,030 33.0
112 7 | e g 77, 661 36. 8
0. cawssamniss 80, 295 40. 8
1969............ 81, 232 44.0
1968............ 80, 517 45.0
1967 . ;i voim 5 50 70, 081 44. 3
1966............ 56, 785 42,2
1965. ....00000.9s 49, 578 41.9
B 53, 591 45.2
YO0 ...l o s & 5 wan 52, 257 46. 9
1962 51, 097 47.8
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INTERNATIONAL AFFAIRS AND FINANCE
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* Conduct of Foreign Affairs ::::'

Food for Peace

Economic and Financial Assistance

Note.—The amounts above do not reflect otfsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

The United States is moving from
an era of confrontation into an era
of negotiation, with the goal of
achieving a generation of peace.
To meet this objective requires all
the instruments of our foreign

policy. In such a period, steadfast-
ness of purpose must be reflected in
our programs and expenditures.

Recent Program Improvements
* Established the Council on Inter-
national Economic Policy;

* Coordinated military and sup-
porting assistance under the
framework of international secu-
rity assistance; and

* Directed measures to strengthen
the U.S. foreign intelligence

programs.

Federal Reserve Bank of St. Louis

Budget Proposals

* Adequately fund foreign aid pro-
grams;

* Continue the process of Vietnami-
zation;

* Step up programs for the interna-
tional control of narcotics; and

* Expand cultural exchange pro-
grams.

Economic and Financial
Assistance

International security assist-
ance.—Security assistance actively
encourages friendly countries to
mobilize for their own defense. The
Secretary of State determines se-
curity assistance policy and co-
ordinates the military and support-
Ing assistance components.

M:litary assistance, included in
the national defense function, is an
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integral part of international secu-
rity assistance. Military assistance
grants supplement the defense ef-
forts of countries unable to meet the
costs of equipping their military
forces until they are able to shift
to foreign military credit sales.

Economic supporting assistance
provides financial and technical aid
to countries whose defense require-
ments are an especially heavy drain
on their resources. Outlays are esti-
mated to increase from $584 million
in 1972 to $796 million in 1973, pri-
marily for Southeast Asia.

Multilateral development assist-
ance.—International financial insti-
tutions and organizations have a
growing capacity to manage large
capital and technical assistance pro-
grams. Additional contributions are
being proposed so that the United
States may fulfill its international

obligations. Outlays are estimated at
$639 million in 1973.

Bilateral development assist-
ance—The Agency for Interna-
tional Development administers
bilateral development loans and
technical assistance. Loans support
the development efforts of lower in-
come countries by financing specific
projects and general import pro-
grams. Outlays are estimated to be

$906 million in 1973.

Other economic and financial as-
sistance—The Overseas Private
Investment Corporation provides
services to facilitate U.S. invest-
ments in developing countries. The
Export-Import Bank, removed from
budget totals by recent legislation,
has been given greatly increased
spending and credit authority to
help expand U.S. exports.

The President’s Foreign Assist-
ance Contingency Fund 1s used to
meet unforeseen circumstances re-
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quiring economic, military, or hu-
manitarian assistance. Budget au-
thority of $100 million is requested
for 1973.

Food for Peace

The United States donates and
sells agricultural commodities on
favorable terms to friendly nations
to combat hunger and malnutrition,
promote economic growth in devel-
oping nations, and expand export
markets for U.S. commodities.
About half of the 1973 outlays of
$839 million will go to provide
food to South and Southeast Asia.

Foreign Information and
Exchange Activities

Important mutual benefits flow
from widened contacts among the
people of the world. Cultural and
educational exchange activities of
the State Department will be ex-
panded. Activities of the U.S. In-

formation Agency will continue at
current levels.

Conduct of Foreign Affairs
Overseas operating costs of the
U.S. Government and assessed con-
tributions to international organiza-
tions will increase slightly. The
Arms Control and Disarmament
Agency will increase activities in
support of arms control negotiations.

International AfHairs and Finance

Total Percent of
Fiscal year outlays total budget
(in millions) outlays
1973 estimate.... $3, 844 1.69,
1972 estimate.. . . 3, 960
1971............ 3,095 1.5
1970............ 3, 570 1.8
1969............ 3, 785 - |
1968 . 4,619 2.6
1967. 4, 547 2.9
1966............ 4, 490 3.3
1965. 4, 340 5 7
Y964 . snsisss ans 4,117 3D
1963............ 4,115 3.7
1962. 4, 492 4. 2




SPACE RESEARCH AND TECHNOLOGY

Space Research and Technology Outlays
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Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

The 1973 budget continues the
transition from the era of the Apollo
manned lunar landings to the post-
Apollo space program.

Recent Program Improvements
* Redirected nuclear rocket and
outer planets programs to provide

a better balance in future space

investments; and
* Improved weather, communica-

tions, and scientific satellites.

Budget Proposals
* Develop reusable space shuttle;

* Use NASA’s capabilities for earth-
bound transportation problems.
Manned space flight—The last

manned lunar visits will be com-

pleted within a year. In 1973, Sky-
lab, an experimental space station,
will obtain scientific data about man
in space, solar astronomy, and earth
resources. By about 1979, the space
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shuttle will begin to reduce the cost
of operations in earth orbit.

Space science and applications.—
Funds are provided for the un-
manned exploration of the planets
and development of astronomical
observatories. The first earth re-
sources satellite will be operated and
a new weather satellite developed.

Space and aeronautical technol-
ogy.—Alternative advanced propul-
sion systems, including a small nu-

clear rocket, will be defined. The
current NERVA nuclear rocket pro-

gram will be terminated. Aeronauti-
cal technology will be accelerated

on short takeoff aircraft and on the

reduction of aircraft noise. |
The space program as a percent of

total budget outlays has declined
from 4.4% in 1966 to 1.3% in 1973.
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AGRICULTURE AND RURAL DEVELOPMENT

Agriculture and Rural Development Outlays
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Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

Agriculture and rural develop-
ment programs help strengthen in-
come opportunities for farmers,
eliminate hunger and malnutrition,
assure reasonably priced and whole-
some food for consumers, and
foster development of rural areas.

Recent Program Improvements
¢ Established more flexible, market-
oriented commodity programs

under the Agricultural Act of
1970;

* Increased the availability of credit -

for rural housing and for farmers;

* Established a rural telephone
bank and a private rural electric
utilities bank;

* Expanded agricultural exports
by 37% since 1969; and
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* Established an egg inspection pro-
gram and broadened meat and
poultry inspection.

Budget Proposals

* Create rural community develop-
ment revenue sharing;

* Create a new credit program to
aid rural development;

* Substitute insured for direct farm
operating loans; and

* Substantially expand the rural
housing loan program for low- to
moderate-income rural residents.
In 1973, outlays for agriculture

and rural development will be $6.9

billion. Excluding net asset sales,

outlays will be $100 million over the
1972 level.

Farm income stabilization.—One
of the principal objectives of agri-
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cultural programs is to enable
American farmers to earn incomes
consistent with their ability and
capital investments. But the pro-
grams also seek to assure adequate
production of farm products at rea-
sonable prices to consumers, and to
avold adverse effects on the en-
vironment from farming. Outlays
for farm income stabilization will
be $5.0 billion in 1973.

Agricultural programs have
played a major role in eliminating
hunger and malnutrition by donat-
ing surplus commodities to needy
families and schoolchildren. Outlays
for distribution of commodities and
other assistance to schools are in-
creasing. However, distribution of
commodities to families, which is de-
clining as the food stamp program

expands, partially offsets the in-.

crease. The food stamp program is
discussed in the income security
section.

Enactment of proposed legislation
to shift farm operating loans from a
direct to an insured basis will permit
a $75 million increase in the avail-
ability of credit in 1972 and 1973.

Rural housing and public facili-
ties.—Loan levels for rural housing
will increase by $500 million in
1973. These loans wili assist about
142,000 low-to-moderate-income ru-
ral families in acquiring homes in
1973. In addition, $300 million in
loans and $42 million in grants will
help 500,000 rural families correct
critical waste disposal and water
supply problems.

Creation of a private rural elec-
tric utilities bank and a federally
assisted rural telephone bank has ex-
panded the availability of credit for
electrification and tclephones, while
permitting direct Federal loans to
decrease.

Agricultural land and water re-
sources.—The conversion of the ag-

Federal Reserve Bank of St. Louis

ricultural conservation program to
the rural environmental assistance
program has enhanced the environ-
mental benefits realized by the
program. In 1973, outlays for this

program will increase to $196
million.

Funding for conservation services
to farmers and planning for resource
conservation and development proj-
ects will continue in 1973 at the ex-
panded level established in 1972.

Research and other agricultural
services.—Total outlays for research
and other agricultural services will
increase in 1973 to $915 million.
Outlays for consumer protection
and regulatory programs will in-
crease by $11 million. This will
permit better laboratory testing of
meats and sanitation inspection of
meat processing plants to protect
consumers from dangerous chemi-
cal additives. A new egg inspection
program will provide mandatory
nationwide uniform grade stand-
ards for eggs. Other outlay increases
are for research and extension serv-
ices, preventing animal diseases, de-
veloping new pest control tech-

niques, and expanding enforcement
of the Animal Welfare Act.

A griculture and Rural Development

Fiscal Ttolg.al t I;:gll-cgnt Oft
o (inoizlnﬂlijz)sns) § outlgy(rls.g g

1973 estimate....  $6, 891 2.8%,
1972 estimate. . .. 7, 345 3.1
|42 75 R B 5, 096 2.4
1970, ..« wan s s 6, 201 3.2
1969. 6, 221 3.4
1968 .05 0 05 4 3 g 5, 943 3.3
1967............ 4, 376 2.8
R968.... o005 5 ms 3,679 2.7
1965.. 4, 807 4. 1
1968, 500055 5 5 50 5, 185 4.4
1968............ 5, 139 4.6
2 4, 123 3.9
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- NATURAL RESOURCES AND ENVIRONMENT

Natural Resources and En_vironment Out|qys :

Pollutm Confroland Abateme:

Land Management

Recreational Resources

Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

Natural resources and environ-
ment programs must protect and
enhance the quality of the environ-
ment and assist in the wise use of
natural resources. Gross outlays will
rise to $6.6 billion in 1973. After
deducting offsetting receipts, largely
from the sale of oil and gas leases,
net outlays will be $2.5 billion.

Recent Program Improvements

* Created the Environmental Pro-
tection Agency and the Coun-
cil on Environmental Quality;

* Initiated monitoring of major
discharges of pollutants into
navigable waters;

* Increased pollution control funds
for Federal facilities ninefold
between 1969 and 1973; and

* Began a Legacy of Parks program,
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to develop parks in and near
cities, and increased the author-
ized level of the Land and Water
Conservation Fund by 50%.

Budget Proposals

* Create a Department of Natural
Resources;;

* Continue a $6 billion, 3-year pro-
gram of grants for construction
of sewage treatment facilities;

* Fully fund the Land and Water
Conservation Fund; and

* Levy a tax on sulfur oxides
emissions.

The budget also provides for new
programs for regulation of pesti-
cides, land use, and powerplant
siting, protection of mined areas,
control of ocean dumping of wastes,
and noise control.
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Pollution control and abate-
ment.—These programs include air
and water pollution control, solid
waste management, and control of
pesticides, radiation, and noise. Ap-
propriations of $2 billion are pro-
vided for grants for construction of
municipal sewage treatment plants.
Outlays for these grants will increase
by $192 million to $1.1 billion in
1973. Outlays for other pollution
control programs will increase by
$62 million to $441 million. Out-
lays of $272 million for abating
pollution at Federal facilities are
classified under other budget func-
tions.

Recreational resources—Recrea-
tion programs include acquisition
and operation of nationally signifi-
cant natural areas and historical
sites, and grants to State and local
governments for recreation areas.

The budget recommends appro-
priation of the full annual author-
ization of $300 million for the Land
and Water Conservation Fund in
1973. Of this amount, $197 million
will be allocated for grants to State
and local governments, and $98
million for Federal park and recrea-
tion land purchases. Between 1969
and 1973 the fund will assist in the
purchase of an estimated 800,000
acres of Federal, and 1,200,000
acres of State and local recreation
lands, and help finance 6,200 rec-
reation development projects.

Water resources and power.—
Water resources projects provide
navigation, irrigation, water sup-
plies, electric power, and recreation.
They also help control floods, ero-
sion, and water pollution.

Corps of Engineers and Bureau
of Reclamation construction proj-
ects were seriously underfinanced in
the late 1960’s, while major new
commitments were made for future

http://fraser.stlouisfed.org/
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construction work, resulting in pro-
gram disruptions. The 1973 budget
provides substantial increases for
construction of ongoing projects,
while limiting new construction
starts to a modest total commitment,
in order to avoid repetition of past

program disruptions.

Land management.—These pro-
grams manage the use and protec-
tion of public lands and national
forest lands. Proposed legislation
will assist States in improving the
regulation of land use to assure that
development is wisely planned.

Mineral resources—Mineral re-
sources programs include research
on the conservation and develop-
ment of minerals and fuels, and re-
search in metallurgy and mining.

An outlay increase of $11 mil-

lion is proposed for pilot plant re-
search on coal gasification.

Other natural resources pro-
grams.—These programs include
water resources investigations, geo-
logical and mineral resource surveys,
and topographic surveys and map-
ping. Increases in 1973 are provided
for processing data from the experi-
mental earth resources technology
satellite, for investigation of geo-
thermal energy resources, and for
earthquake research.

Natural Resources and Environment

Total Percent of
Fiscal year outlays total budget
(in millions) outlays
1973 estimate. ... $2, 450 1. 09,
1972 estimate. . . . 4, 376 1.8
1971............ 2, 716 1.3
197800 4 s wsie 2,480 1; 3
1969............ 2,081 1.1
1968............ 1, 655 0.9
VOB oiovcis s 5aum s 1, 821 1.2
1966............ 1, 999 1.5
1965............ 2,028 1.7
1964. .. .. 1, 944 1.7
1968 cciinis s 1,483 1.3
OO im0 0 5 5 wvew & 1, 665 1.6
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COMMERCE AND TRANSPORTATION

Commerce and Transportation Outlays
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Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

A major effort is being made to
improve and reform Federal pro-
grams which affect the Nation’s
ground, air, and water transporta-
tion systems.

Recent Program Improvements
* Initiated 12-year, $10 billion

program to improve urban
mass transportation;

* Began 10-year merchant ma-
rine modernization program;

* Consolidated marine programs
under National Oceanic and
Atmospheric Administration
(NOAA) ; and

* Created Office of Minority
Business Enterprise.

Budget Proposals
* Create a Department of Eco-

nomic Affairs;
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* Provide more effective financial
aid to State and local govern-
ment through transportation
revenue sharing;

* Aid cities in reducing highway
congestion through increased
urban transportation funding.

* Modernize the surface freight
carrier regulatory structure;

* Initiate efforts to stimulate re-
search and development in the
private sector of the economy;

* Expand financial and manage-
ment assistance to small busi-
nesses.

Ground  transportation.—The
Administration’s transportation rev-
enue sharing proposal now before
Congress will place responsibility
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for selected transportation programs
at the State and local level.

To help solve traffic congestion
and public transit problems, the Ad-
ministration is proposing $1.7 bil-
lion for urban highways and mass
transit programs in 1973.

The Interstate. Highway System,
now 76% complete, is scheduled to
be finished by 1980 and at that time
is expected to carry about 20% of
all highway travel. Highway fatali-
ties and train accidents have de-
creased for the first time in a dec-
ade.

Air transportation—The Fed-
eral Aviation Administration will
continue the rapid modernization
and expansion of the Nation’s sys-
tem for handling airway traffic. Re-
search and development will stress
the design of an entirely new system
of air traffic control that will in-
crease capacity, safety, and produc-

-~ tivity.

Efforts are being intensified to
reduce aircraft engine noise and to
insure that advanced engines do not
adversely affect the atmosphere. In
addition, strict environmental stand-
ards are being applied to airport
development projects.

Water transportation.—The 1973
program for the U.S.-flag mer-
chant marine will continue the reno-
vation of our merchant fleet begun
in 1970. The program is designed
to obtain increased vessel operating
efficiency and to stimulate research
and development efforts throughout
the industry.

To protect the growing number
of recreational boaters and combat
pollution, the Coast Guard will em-
phasize safety and pollution con-
trol on waters under the jurisdiction
of the United States. The proposed
Ports and Waterways Safety Act
gives the Coast Guard explicit au-

http://fraser.stlouisfed.org/
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thority to provide services which
will reduce accidents and increase
port and harbor traffic efficiency.

Postal Service—Higher wage
costs and an expanded capital in-
vestment program will raise total
expenditures for postal services from
$10.2 billion in 1972 to $10.6 billion
in 1973. This increase will be more
than offset by a rise in postal reve-
nues from $8.3 billion in 1972 to
$9.2 in 1973, primarily as a result
of an expected increase in postal
rates.

Advancement of business.—The
Department of Commerce will
further expand its program of assist-
ance to minority business enter-
prises. The Small Business Admin-
istration will increase its direct and
guaranteed lending to over 35,000
small businesses. Research and de-
velopment programs of NOAA and
NBS will be expanded.

Area and regional develop-
ment.—The economic development
programs of the Department of
Commerce and the Appalachian
Regional Commission will be con-
tinued until the more comprehen-

sive program of rural community
development revenue sharing is
enacted.

Commerce and Transportation

Total Percent of
Fiscal year outlays total budget
(in millions)  outlays
1973 estimate.... $11, 550 4. 7%
1972 estimate. . . . 11, 872 5.0
BT conivn s wnives 11, 310 5.3
1970............ 9, 310 4.7
1969. 7, 921 4.3
1968. 8, 094 4.5
1967............ 7, 594 4.8
1966. . 7,171 53
YOS ons i i s 7, 399 6. 2
OB o6 i i s 6,511 5.9
1963............ 5, 765 3. Z
1962............ 5, 430 9. 1
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COMMUNITY DEVELOPMENT AND HOUSING

Cornrnunity Deve|opmenf and Housing Ouﬂays

A iy ¢

© Low and Moderate Incame Housing Aids

1965 1966 1967 1968 1969 1970 1971

7/, Community Planning
Management and Development
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Note.—The amounts above do not reflect offsetting receipts deducted by function and outlays for
the housing mortgage market. Detailed outlay numbers for the function are shown in part 6, table 3.

The Administration’s policies
have four principal objectives: To

‘meet the Nation’s needs for ade-

quate housing for all Americans; to
assist families who cannot afford
standard housing with their own re-
sources; to assist State and local
governments to develop capacities
required to meet their community
development problems; and to im-
prove the Federal administrative
machinery for community develop-
ment and housing programs.

Recent Program Improvements

* Increased housing starts to a
record level of 2 million units in
calendar year 1971 ;

* Accelerated housing production
for low- and moderate-income
families to achieve fourfold in-
crease from 1969 to 1973;

* Initiated a price support plan to

d6
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moderate the impact of high in-
terest rates on home mortgages;
and

* Increased FHLBS lending to sav-
ings Institutions to augment the
supply of mortgage funds.

Budget Proposals

* Create a Department of Com-
munity Development ;

* Initiate a program of urban com-
munity development revenue
sharing ;

* Establish a new planning and
management assistance program;
and

e Simplify and consolidate hous-
ing program statutes.

Outlays for community develop-
ment and housing programs will
total $4.8 billion in 1973, an increase
of $805 million over 1972. Outlays
for most of these programs result
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from commitments made in prior
years.

Low- and moderate-income hous-
ing aids.—Families with lower in-
comes are assisted under the low-
rent public housing and the rent
supplement programs. Families with
incomes too high for public housing,
but not high enough to afford new
standard housing, can receive as-
sistance provided through the home-
ownership assistance and rental
housing assistance programs. Under
these four programs new subsidy
commitments will provide $566 mil-
lion annually to support 500,000
additional housing units in 1973.

Families who could normally af-
ford to buy housing without sub-
sidy, but are unable to do so because
of high interest rates, can receive
assistance under the new tandem
plan of the Government National
Mortgage Association. This plan
holds interest costs down through
mortgage price support.

Maintenance of the housing
mortgage market.—The Federal
Government plays a key role in as-
suring that the private mortgage
market provides an adequate supply
of funds. In 1973, HUD will issue
mortgage insurance commitments
for about 1.6 million new and exist-
ing homes and apartments. In ad-
dition, the Federal Home Loan
Bank System regulates savings and
loan associations, insures their sav-
ings accounts, and provides loans
through the 12 privately owned
Federal home loan banks. These
loans are used to augment conven-
tional mortgage lending, as well as
to meet unexpected withdrawals.

Urban community development
revenue sharing.—This program,
proposed last year, will give com-
munities greater flexibility in meet-
ing local needs. It will replace five
categorical grant programs: Urban

480-400 0—72—4
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renewal, Model Cities, rehabilita-
tion loans, neighborhood facilities,
and open space. The $2.3 billion
funding requested for 1973 will ex-
ceed the level of the replaced pro-

grams by $490 million.

Community planning, manage-
ment, and development.—A new
planning and management assist-
ance program will reform the ex-
isting comprehensive planning pro-
gram to help State and local gov-
ernments deal more effectively with
community development problems
at the local level. Commitments will
be $100 million in both 1972 and
1973,

In the research and development
area Operation Breakthrough is a
major effort in developing economi-
cal mass production techniques for
quality housing construction.

The role of the Office of Eco-
nomic Opportunity in community
development has been redirected
toward social research and devel-
opment rather than operating pro-
grams.

In July 1971, volunteer programs
were consolidated into a new
agency, Action, to utilize volunteer
services more effectively.

Community Development and Housing

Total Percent of

Fiscal year outlays total budget
(in millions) outlays

1973 estimate.... $4, 844 2.09,
1972 estimate. . . . 4, 039 1.7
1 o RUREA 130 It 3, 357 1.6
1970............ 2, 965 1.5
1969. ... .. Lo 1, 961 1.1
1968............ 4, 076 2.3
1967 ...ovenn... 2,616 1.7
1966............ 2, 644 2.0
0 T o 288 0.2

1964............ —I185 ..........

PORS viveen a6 0 s —880 ..........
7. SO 589 0.6

57
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EDUCATION AND MANPOWER

Education and Manpower Ovutlays

Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

Education, general science, and
manpower programs represent basic
investments in the development of
human resources. They serve to de-
velop general scientific and intel-
lectual knowledge, and provide
needed skills to our work force.

Recent Program Improvements

* Enacted the Emergency Employ-
ment Act of 1971;
* Decreased the number of children

attending all-black schools 71%

since 1968; and

* Focused major scientific research
program on domestic problems.

Budget Proposals
e Create a Department of Human
Resources;;

* Initiate education revenue shar-
ing and prepare for manpower
revenue sharing;
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* Assist school desegregation;

* Increase public service jobs;

* Establish National Institute of
Education and National Founda-
tion for Higher Education;

* Prepare for the Opportunities for
Families program;

* Expand aid for low-income col-
lege students; and

e Stimulate investment in science
and technology.

Elementary, secondary, and vo-
cational education.—The Adminis-
tration’s revenue-sharing proposal
for elementary and secondary edu-
cation will consolidate more than 30
separate categorical formula grant
programs into five broad areas.
States and localities will have
greater latitude in administering
and planning for the use of these
funds to meet local problems. Out-
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lays will be $3.2 billion in 1973, $224
million more than requested for ex-
isting categorical programs.

Under the proposed Emergency
School Assistance Act, $1.5 billion
would be made available in 1972
and 1973 to expedite school de-
segregation. Project grants will be

provided to local school districts de-
segregating under court order or at-
tempting voluntarily to overcome
the disadvantages of minority
group isolation.

Higher education.—The Admin-
istration’s proposed reform of stu-
dent assistance provides aid to insure
that no qualified student will be
barred from college by lack of funds.

The proposed National Founda-
tion for Higher Education will sup-
port innovation and reform at col-
leges and universities. In addition,
funds to improve educational op-
portunities of minority group stu-
dents attending developing institu-
tions will be increased in 1973.

Other education aids.—The pro-
posed National Institute of Educa-
tion will serve as the focal point for
educational research and experi-
mentation. The National Founda-
tion for the Arts and the Humanities
will greatly expand its programs.

General science—The Adminis-
tration’s initiatives to revitalize and
expand basic and problem-related
research efforts will be continued in
1973. An increase of $74 million in
obligations by the National Science
Foundation will permit a growth of
over 10% in basic research which it
sponsors. Research efforts address-
ing major social, economic, and en-
vironmental problems will be
expanded by 40%.

Manpower training and employ-
ment services—Outlays for man-
power training and employment
services will be $3.9 billion in

Federal Reserve Bank of St. Louis

1973, including $1.1 million under
the Emergency Employment Act of
1971, which supports public service
jobs when unemployment is high.
Manpower revenue sharing, pro-
posed for inauguration July 1, 1973,
will place the primary responsibility
for manpower services with State
and local governments.

The Opportunities for Families
Program, included in the proposed
Welfare Reform, will provide in-
come support, training, and public
service employment to help welfare
families become self-supporting.
This will replace the present Work
Incentive program, which will ex-
pand in 1973 to provide job training
assistance to 149,000 welfare recipi-
ents, and child care services for an

estimated 186,000 children.

Other manpower aids.—Outlays
for occupational safety and health
programs will increase more than
50% in 1973 as major emphasis is
given to reducing the frequency of
work-related injury, disease, and
death. The Office of Federal Con-
tract Compliance will intensify its
efforts to eliminate discrimination
in the workplace. |

Education and Manpower

Total Percent of

Fiscal year outlays total budget
(in millions) outlays

1973 estimate.... $11, 281 4.6
1972 estimate. . . . 10, 140 4.3
1971............ 8, 654 4.1
1970............ 7, 289 3.7
L0 L ISP 6, 525 3.5
1968............ 6, 739 3.8
1967. 5, 853 3.7
1966............ 4, 258 3.2
1965............ 2, 284 1.9
1968 s ssrinnnian 1, 751 1.5
1963............ 1, 502 1.3
1962............ 1, 406 1. 3
1961............ 1,227 1.3
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Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

The National Health Strategy for
the 1970’s is directed toward three
objectives: prevention of health
problems, assured access to medical
care, and greater efficiency within
the health care system.

Recent Program Improvements

* Intensified research into cancer
and sickle cell anemia;

* Increased support for health
manpower training ;

* Increased services for family
planning, rehabilitation of drug
addicts and alcoholics ; and

Expanded consumer safety and
occupational health activities.

Budget Proposals
¢ Guarantee health insurance cov-

erage for employees and their
families;
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Establish special health insurance

for low-income families with
children;
* Assist development of health

maintenance organizations;
Improve nursing homes for the
aged;

Increase product safety activities
by 300%, and food inspection
activities by 56% ; and
Eliminate the monthy premium
for supplementary medical insur-
ance in Medicare.

Development of health re-
sources.—In 1973 the Administra-
tion will give high priority to devel-
opment of the Nation’s health re-
sources. Outlays for biomedical re-
search will increase by almost $200
million to $1.6 billion in 1973
with emphasis on cancer, sickle cell
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anemia, and family planning.
Research to eliminate or control
cancer will be expanded by $93 mil-
lion. Research will also be directed
to heart disease, drug and alco-
hol addiction, and environmental
health.

Outlays for health manpower
programs will rise by $107 million to
$727 million, and will provide in-
creased support to health professions
schools based on their enrollment,
as well as assistance to students.
Medical school curriculums will be
improved and shortened, and the
number of students increased. Em-
phasis will be placed on enrolling
more students from minority groups
and low-income backgrounds.

Health facilities construction pro-
grams will encourage the construc-
tion of needed outpatient facilities
through grants, and provide loan
guarantees with interest subsidies for
inpatient facilities.

A major attempt will be made to
improve the efficiency of health
services delivery. Assistance will be
provided to encourage development
of organizations that deliver pre-
paid comprehensive medical serv-
ices, particularly health mainte-
nance organizations. Federal sup-
port for State and local health
planning agencies will also be
intensified.

Providing or financing medical
services—In 1973, Medicare, the
largest Federal health program, will
share the medical expenses for al-
most all of the 20 million aged in
the Nation. Medicaid coverage will
reach approximately 24 million poor
people. Legislation has been recom-
mended to improve Medicare by
eliminating the monthly premium
currently required for supplemen-
tary medical insurance. Legislation
now pending before the Congress

Federal Reserve Bank of St. Louis

would modify both Medicare and
Medicaid to introduce reforms and
cost-sharing features that will en-
courage use of more efficient modes
of treatment.

Maternal and child health pro-
grams will increase efforts to
reduce infant mortality and birth
defects. Family planning services
will be provided to 3.5 million
persons, an increase of 380,000 over
1972.

Medical, nutritional, and sanita-
tion services for American Indians
and Alaska Natives will be
improved.

Prevention and control of health
problems.—Priority will be given
to disease prevention and control,
environmental health problems, and
consumer safety. Outlays for these
activities will rise by $236 million to
$619 million in 1973. Efforts to
combat drug abuse will be inten-
sified through coordination of
Federal programs and expansion
of community-based rehabilitation
programs.

In 1973, Federal action to protect
the consumer through inspection of
foods, consumer products, and
medical devices will be expanded.
Occupational health hazards and
mental health will also receive in-
creased Federal attention.

Health
Total Percent of

Fiscal year outlays total budget
(in millions) outlays

1973 estimate.... $18,117 7. 49,
1972 estimate. . . . 17, 024 a2
8. 7 (N — 14, 461 6. 8
1970 ..o 2% 5y 12, 995 6.6
B, 50055 b iy 11, 696 6.3
YOOB..onc i s i s 9, 672 5.4
1967............ 6, 721 4. 2
1966............ 2, 543 1.9
1965. . 1, 730 1.5
1964. . 1, 737 3.5
1968...005 « c2%0a 1, 393 1.3
1962. 1, 139 1. 1
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INCOME SECURITY
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The Nation’s income secur
grams provide essential income sup-

port to millions of
an additional 5%

fits 25% since 1970
62

* Reformed the food stamp pro-

fits
* Increase social security benefits

families. During the past 3 years im-
Recent Program Improvements

® Increased social secur
e Enact Welfare Reform
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national insured unemployment rate
exceeds 4.5%. Temporary legisla-
tion, passed in December 1971, will
extend benefits for still another 13
weeks in States with unemployment
rates of 6.5% or more.

Public assistance—The Federal
Government provides cash assist-
ance to those who have little or no
other means of support—one-parent
families with dependent children,
the aged, the blind, and the dis-
abled. In 1973 the Federal Govern-
ment will pay 56% of program
costs—an estimated $7.6 billion—
with the remainder paid by the
States.

A savings of $400 million in 1973
public assistance outlays will result
from increased quality control ef-
forts, an increase in the number of
recipients employed as a result of
training, and a more rigorous audit
of State accounts and systems.

The Welfare Reform proposals of
this Administration would com-
pletely restructure the present, fail-
ing system. It would emphasize
greater incentives for work, train-
ing, and self-sufficiency. It would
also establish national eligibility
standards, a Federal income floor for
families with children, and provide
payments to low-income working
families for the first time. Funds
budgeted in 1973 for Welfare Re-
form are to pay the costs of planning
and preparation for benefit pay-
ments.

Federal food and nutrition pro-
grams ensure an opportunity for the
needy to obtain an adequate diet.
The number of persons receiving
benefits under the Food Stamp pro-
gram will quadruple between 1969
and 1973 and will exceed 13 million
persons in 1973. In addition, 8 mil-
lion needy children will receive free
or reduced price school lunches.

Federal Reserve Bank of St. Louis

Social and individual services.—
There are a number of services for
public assistance recipients designed
to combat rising dependency. The
Administration has intensified fiscal
management efforts and has sought
a fixed amount for these sharply ris-
ing services—uncontrollable under
current laws.

Vocational rehabilitation pre-
pares physically and mentally dis-
abled men and women to take a pro-
ductive role in society. The program
is being expanded as part of a 2-
year effort to serve all trainable pub-
lic assistance recipients by 1974.

The 1973 budget for the Adminis-
tration on Aging will be increased
sixfold over 1969, in order to meet
commitments stemming from the
White House Conference on Aging
held in November 1971. New pro-
grams will emphasize independence
for the elderly.

A special effort will be made to
strengthen the delivery of human
services, particularly for those most
in need of assistance. Legislation will
be proposed to integrate planning
and provision of services, provide
limited transfer of funds among
HEW programs, and strengthen the
capacity of State and local govern-
ments to manage these programs.

Income Security

Total Percent of

Fiscal year outlays total budget
(in millions) outlays

1973 estimate.... $69, 658 28. 39
1972 estimate.... 65, 225 27.6
1971........... 55, 712 26, 4
O s vas 43, 790 22.3
2 I T 37, 699 20. 4
1O O i ik 34,108 19. 1
1OBY ;<o sswmus 31, 164 19. 7
1908 . . 5 oo sanns 29, 016 21. 8
L 25, 702 21.7
1 T 25, 110 21. 2
1963........... 24, 084 21.6
102, o o ss s n00ss 22, 530 21 1
1961........... 21, 227 21. 7
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VETERANS BENEFITS AND SERVICES

Veterans Benefits and Services Outlays
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Note.—The amounts above do not reflect offsetting receipts deducted by function and outlays for
veterans housing. Detailed outlay numbers for the function are shown in part 6, table 3.

The 1973 budget underscores the
Administration’s commitment to
veterans programs that assist men
and women who have served their
country.

Recent Program Improvements

* Increased compensation, pension,
and education benefits;

* Improved medical care through
addition of over 12,000 staff, 296
specialized medical units, and
seven new hospitals; and

* Doubled veteran participation in
GI bill training since 1969.

Budget Proposals

e Increase educational benefits,
counseling, and job assistance;

64

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

* Provide more adequate compen-
sation benefits; and

* Raise the staff /patient ratio in VA
hospitals to a record level of 1.5.

Income security for veterans.—
Income security benefits are pro-
vided to veterans and their depend-
ents when family income has been
reduced by the disability or death of
a veteran. Outlays for these pro-
grams will total $7.1 billion in 1973.

Veterans who have incurred or
aggravated a disability as a result of
military service receive monthly
compensation payments that are re-
lated to the degree of the disability.
Survivors may also receive special
compensatory payments as a result
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of a veteran’s death during wartime.
In 1973, 2.6 million persons will
receive $3.8 billion in compensation
payments.

Veterans who are totally disabled
and have served during wartime,
may qualify for monthly pensions
based on financial need. Widows
and children of these veterans may
also qualify, depending on their in-
come. Pension rates were increased
by an average of 6.9% in January
1972, During 1973, 2.4 million re-
cipients will be paid $2.7 billion in
pensions.

The families of 9.1 million
servicemen and veterans are pro-
tected by various life insurance pro-
grams. In 1973, they will have $92
billion in insurance coverage.

Veterans education, training, and
rehabilitation.—The GI bill pro-
vides assistance for education, train-
ing, and rehabilitation to enable re-
turning veterans to reenter civilian
life with enhanced education and
job skills. In 1973, an estimated 2.0
million veterans, together with 53,-
000 dependent children or war or-
phans and 12,000 widows or wives,
will receive a total of $2.4 billion in
education and training benefits.

Veterans housing.—The Veter-
ans Administration will assist nearly
360,000 veterans to purchase homes
in 1973 through its guarantees of
privately financed mortgages. The
Veterans Administration also will
make 4,000 direct loans to finance
housing for eligible veterans where
private mortgage credit is not gen-
erally available. Expanded sales of
loans to private investors will reduce
net outlays for housing credit pro-
grams in 1973.

Hospital and medical care for
veterans.—The Veterans Adminis-

http://fraser.stlouisfed.org/
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tration provides comprehensive

medical services to eligible veterans.

Outlays for veterans medical care

will increase by $254 million from

1972 to an estimated $2.5 billion—

up $1 billion from 1969. VA

funds will provide for treatment of

949,000 veterans in its hospitals and

extended care facilities and over

11.5 million outpatient visits.

The quality of VA medical care
will be increased in 1973 by:

* Increasing the staff/patient ratio
in VA hospitals to a record 1.5;

* Adding 248 specialized medi-
cal services—primarily for alco-
holism and drug treatment, heart,
respiratory, and kidney disease;
and

* Providing planning funds for re-
placement of four hospitals, and
activating six new hospitals.
Other veterans benefits and serv-

ices.—The cooperation of Federal

agencies, State and local govern-
ments, voluntary agencies, and pri-

vate employers will be utilized in a

special “six point program” to assist

Vietnam veterans to obtain job

training and employment.

Veterans Benefits and Services

Total Percent of

Fiscal year outlays total budget
(in millions) outlays

1973 estimate.... $11,745 4,89,
1972 estimate.... 11,127 4.7
1-7 7 I SR 9, 776 4.6
1970 . .- 0 oo e e 8, 677 4. 4
1969. 7, 640 4. 1
1968............ 6, 882 3.8
2o S 6, 897 4. 4
1966, . .. s 5, 920 4.4
1965............ 5, 722 4,8
1964 . 5, 681 4.8
1963............ 5, 520 5.0
B90Z. oo v nnos e 5, 625 5.3
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Note.—The amounts above do not reflect offsetting receipts deducted by function. Detailed outlay
numbers for the function are shown in part 6, table 3.

Effective law enforcement, a fair
and efficient judicial system, and
orderly administration of Govern-
ment personnel, property, and fiscal
management activities are major
objectives of general government
programs.

Recent Program Improvements

* Improved ability to fight crime
and drug abuse under recent leg-
islation; and

 Enacted legislation giving 18-
year-olds the vote.

Budget Proposals

e Provide State and local govern-
ments increased resources to fight
crime;

e Propose law enforcement special
revenue sharing;
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* Expand Federal enforcement ef-
forts, especially to curb drug traf-
ficking and organized crime; and

* Accelerate equal employment op-
portunities.

Law enforcement and justice.—
Program improvements in 1973 are
designed to upgrade law enforce-
ment, provide efficient administra-
tion of justice, and develop new ap-
proaches to criminal rehabilitation
at all levels of government.

Particular emphasis will be
placed on enforcing laws against
the manufacture and distribution of
illicit dangerous drugs, destroying
major criminal systems, and devel-
oping technological devices to assist
enforcement activities. The Law
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Enforcement Assistance Adminis-
tration will increase grants for sup-
port of State and local law enforce-
ment programs, and State correc-
tional programs. Improvements in
the Nation’s correctional programs
will emphasize improved rehabilita-
tion programs and basic education,
with continued progress on the Fed-
eral prison system’s construction
program and recruiting of minority
group employees.

The civil rights enforcement ef-
forts of the Federal Government
will be substantially strengthened
to assure that there is no discrimina-
tion against minorities and women.
The administration of fair housing
protection will receive expanded re-

sources. Expenditures under the pro-

posed emergency school desegrega-
tion assistance program, discussed in
the education section, will increase
sharply to assist local communities
in the process of desegregating their
schools. The Department of Justice
will also continue to expand efforts
to assure the basic rights of all Amer-
icans in exercising their franchise
and assuring that Federal assistance
is rendered in a nondiscriminatory
manner. Outlays for these purposes

will grow by 105% in 1973.

Central fiscal operations.—The
Internal Revenue Service (IRS)
accounts for over 65% of the out-
lays for central fiscal operations. It
will process nearly 114 million tax
returns in 1973 and increase the
number of returns audited to insure
that taxpayers comply with the law.
IRS will also provide field office
support in 1972 and 1973 for the
economic stabilization program of
the President.

General property and records
management.—The 1973 budget

http://fraser.stlouisfed.org/
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again proposes that the construction
of Federal buildings be shifted from
direct Federal funding to private in-
vestment financing. This will permit
the $850 million unfunded backlog
of public buildings to be reduced
substantially by June 30, 1973.

Full-year funding is provided for
the Consumer Product Information
Coordinating Center which has re-
sponsibility for distributing Govern-
ment data useful to consumers.
About 25 million catalogs listing
available Government consumer
publications will be distributed to
the public in 1973.

National Capital region.—Con-
struction of the Nation’s most mod-
ern rail rapid transit system will
continue in the Nation’s Capital. To
keep construction moving forward,
the budget proposes a Federal guar-
antee of the system’s revenue bonds
to increase their marketability. The
budget also proposes increasing the
general Federal payment to the Dis-
trict by $11 million and financing
the city’s capital construction pro-
gram by locally issued bonds instead
of direct Federal loans.

General Government

Total Percent of

Fiscal year outlays total budget
(in millions) outlays

1973 estimate.... $5, 531 2.29,
1972 estimate. . . . 5, 302 2.2
27 [ 3, 970 1.9
BOTD. .o v Gt 3, 336 % |
1969. 2, 866 1.6
POBB .ocvivivs s niis 2, 561 1.4
1967. 2,510 1.6
1966............ 2, 292 }. 7
LOOD i-55:5005 5 druinin 2,210 1.9
EOBR.co05 4 75 win & 2, 040 1. 7
1963. 1,810 1.6
FO6Y. ..covn e s mivie & 1, 650 1.5
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INTEREST
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Interest costs, predominantly in-

terest on the public debt, are ex-

pected to rise by $0.5 billion in
1972, and by another $1.1 billion
in 1973. The increases in both 1972
and 1973 result largely from in-
creases in the public debt.

Of the estimated net interest out-
lays of $21.2 billion in 1973, $5.7
billion will be paid to trust funds
and other Government investment
accounts on Government securities
held by them. In addition, $3.5 bil-
lion of the interest paid on obliga-
tions held by the Federal Reserve
Banks will be returned to Treasury
as miscellaneous receipts through
the deposit of excess earnings by
such banks. Hence, the net impact
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1973

1971 1972
Estimate

on the 1973 budget of the interest

paid on the public debt will be about
$12.0 billion.

Interest
Total Percent of

Fiscal year outlays total budget
(in millions) outlays

1973 estimate.... $21, 161 8. 69
1972 estimate. . .. 20, 067 8.5
127 2 (R 19, 609 9.3
1970. 18, 312 9.3
1969. 15, 791 8.6
1968.......c00.. 13, 744 7.7
1967. 12, 588 8.0
1966. 11, 285 8. 4
1965. 10, 357 8.7
1964. 9,810 8.3
YO0 s vsinney v 9, 215 8.3
YOO e § srawis 8, 321 7.8
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GENERAL REVENUE SHARING

General Revenue Sharing will re-
dress a major imbalance which has
existed for many years in the Na-
tion’s federal system of government.
State and local service needs have
outstripped the ability to finance
these needs, while the Federal cate-
gorical grants have become rigid
and cumbersome. The objectives of
general revenue sharing include:

* Making the federal system more
responsive and effective;

* Relieving State and local fiscal
pressures ; and

* Introducing greater equity into
the Nation’s overall tax system.

Rapidly growing demands for
such essential local services as edu-
cation, public safety, urban renewal,
and environmental improvement
are leading to an increasingly seri-
ous State and local fiscal problem.
General Revenue Sharing would
provide hard-pressed State and local
governments with Federal assistance
without matching fund or program-
matic restrictions attached to the use
of the funds.

If last year’s General Revenue
Sharing proposal had been enacted,
it would have provided State and
local governments with $3,750 mil-
lion in 1972. The Administration is
reaffirming its support for this im-
portant program by recommending

Federal Reserve Bank of St. Louis

$5,300 million in budget authority
for 1973. The budget also provides
$2,500 million in budget authority
for retroactive payments in the last
half of 1972. The annual appropri-
ation for revenue sharing will be
equal to 1.3% of the Federal per-
sonal income tax base. Because it is
tied to the income tax base, the
amount appropriated for revenue
sharing will grow each year.

In essence, revenue sharing will
make basic changes in our system
of government:

—for the individual taxpayer, it will
provide a stronger voice in how
his tax money is spent locally, and
the hope that the pressure of State
and local taxes may be eased;

—for State and local governments,
it will not only help meet the
current financial crisis, but will
also wipe out rigidities and delays
in Federal aid and build their
capacity to respond to local needs;

—for the federal system, it will pro-
vide new strength by assigning
responsibility to the level of gov-
ernment best equipped to solve
domestic problems; and

—for all people, it will provide a
means of encouraging local di-
versity and experimentation with-
in the framework of national

purposes.
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PART 5
THE BUDGET SYSTEM

The budget serves as an impor-
tant vehicle for determining na-
tional priorities. In the raising of tax
revenues and the making of various
payments, the Federal Government
allocates resources between the pri-
vate and public sectors of the econ-

omy. Within the public sector, the
distribution of outlays among indi-
vidual programs reflects the priori-
ties that are determined through the
interaction of the President, the ex-
ecutive agencies, and the Congress.

THE FEDERAL BUDGET CYCLE

The “budget cycle” is a continu-
ous process in which there are four
identifiable phases: (1) Executive
formulation and submission; (2)
congressional authorization and ap-
propriation; (3) budget execution
and control; and (4) audit. Each of
these phases interrelates and over-
laps with the others.

Executive formulation and sub-
mission.— T'he President’s transmis-
sion of his budget proposals to the
Congress each year climaxes many
months of planning and analysis
throughout the executive branch.
Formulation of the 1973 budget,
which covers the fiscal year begin-
ning July 1, 1972, and ending
June 30, 1973, began in the spring of
1971. About 10 months later, in
January 1972, the budget was for-
mally transmitted to Congress.

During the period when a budget
is being formulated in the executive
branch, there is a continuous ex-
change of information, proposals,
evaluations, and policy determina-
tions among the President, the Of-
fice of Management and Budget,

Federal Reserve Bank of St. Louis

and the various Government
agencies.

In the spring, each agency evalu-
ates its programs, identifies policy
issues, and makes budgetary pro-
jections, giving attention both to
important modifications, reforms
and innovations in its programs, and
to alternative long-range program
plans. After review in the agency
and by the Office of Management
and Budget, preliminary plans are
presented to the President for his
consideration. The President also
receives projections of the economic
outlook and revenue estimates pre-
pared jointly by the Treasury De-
partment, the Council of Econom-
ic Advisers, and the Office of Man-
agement and Budget.

Following a review of both sets
of projections, the President estab-
lishes general budget and fiscal pol-
icy guidelines for the fiscal year that
will begin about 12 months later.
Tentative policy determinations
and planning targets are then given
to the agencies as guidelines for the
preparation of their budgets.
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Individual budgets are formu-
lated by each agency, reviewed in
detail by the Office of Management
and Budget throughout the fall and
early winter and then presented to
the President. Overall fiscal policy
problems—relating to total budget
receipts and outlays—are also re-
viewed again. Thus, the budget
process involves the consideration
simultaneously of individual pro-
gram levels, and total budget out-
lays and receipts appropriate to the
needs of the economy. The budget
submitted to Congress reflects both
of these considerations.

Congressional authorization and
appropriation.—Congressional re-
view starts when the President sends
his budget to the Congress. The
Congress can change programs,
eliminate them, or add programs
not requested by the President. It
can increase or decrease the
amounts recommended by the
President to finance existing and
proposed new programs. It also leg-
islates the means of raising revenues.

For the past 3 years, the Congress
has enacted limitations on total
budget outlays. Generally, however,
the Congress does not vote on budg-
et outlays directly. Rather it pro-
vides the authority to commit the
Government to do certain things
that usually require the future
spending of money.

Under the traditional procedures,
the Congress first enacts legislation
which authorizes an agency to car-
ry out a particular program and, in
many cases, sets a limit on the
amount that can subsequently be
appropriated for
Many programs are authorized for
a specified number of years, or even
indefinitely; other programs, in-
cluding atomic energy and space ex-
ploration, require annual authoriz-
ing legislation.
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the program.

The granting of budget author-
ity—which permits an agency to en-
ter into obligations requiring either
immediate or future payment of
money—usually is a separate, sub-
sequent action. Most budget author-
ity is enacted in the form of appro-
priations, which may not exceed any
limit established in the basic au-
thorizing legislation for the pro-
gram. (In addition to appropria-
tions, smaller amounts of budget
authority are granted in the form
of contract authority and author-
ity to spend debt receipts. )

In most cases, budget authority
becomes available each year only as
voted by the Congress. For example,
this year $170 billion of the recom-
mended $249 billion of new budget
authority for 1973 is dependent
upon action by the Congress. How-
ever, in some cases, the Congress
has voted “permanent” budget au-
thority, under which funds become
available annually without further
congressional action. Most trust
fund appropriations are ‘“‘perma-
nent,” as is the appropriation to
pay interest on the public debt.

The consideration of requests for
changes in revenue laws and for ap-
propriations follows an established
pattern in the Congress. These re-
quests are considered first in the
House of Representatives. The
Ways and Means Committee re-
views all proposed revenue meas-
ures; the Appropriations Commit-
tee, through its 13 subcommittees,
studies the proposals for appropri-
ations and examines in detail each
agency’s performance. Each com-
mittee then recommends the ac-
tion to be taken by the House of
Representatives.

As parts of the budget are ap-
proved by the House, the bills are
forwarded by the House to the
Senate, where a similar process is
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followed. In case of disagreement
between the two Houses of Con-
gress, a conference committee
(consisting of Members of both
bodies) meets to resolve the issues.
The conference report is returned
to both Houses for approval
and the measure is then transmitted
to the President, in the form of an
appropriation or tax bill, for his
approval or veto.

Budget execution and control.—
Once approved, the budget becomes
the basis for the program operations
of each agency during the fiscal
year.

Central control over most of the
budget authority made available to
the executive branch is maintained
through a system of “apportioning”
the authority. Under the law, the
Director of the Office of Manage-
ment and Budget must distribute or
apportion appropriations and other
budget authority to each agency by
time periods (usually quarterly), or
by activities. Obligations may not be
incurred in excess of the amounts
apportioned. The objective of the
apportionment system is to plan the
effective and orderly use of avail-
able authority and—for annual ap-
propriations—to prevent the. need
for requesting additional or supple-
mental authority where possible.

It is, of course, necessary to in-
sure flexibility in case circumstances
change. If developments indicate
that an agency will not require all

the authority made available, “re-
serves”’ are established by the Office
of Management and Budget to with-
hold amounts not needed. Such re-
serves may be released subsequently,
if necessary, but only for the pur-
poses of the appropriation. On the
other hand, changes in laws or other
factors may indicate the need for
more authority, and supplemental
requests may have to be made of
the Congress.

Audit.—This is the final step in
the budget process. The individual
agencies are responsible for assur-
ing—through their own review and
control systems—that the obliga-
tions they incur and the resulting
outlays are in accordance with the
provisions of the authorizing and
appropriating legislation. The Of-
fice of Management and Budget re-
views substantive and financial re-
ports and keeps abreast of agency
progress in attainment of program
objectives. In addition, the General
Accounting Office conducts a con-
tinuing program of examination and
evaluation of Government activities
and their administration, with par-
ticular attention to aspects which
appear to be in need of improve-
ment. Its findings and recommenda-
tions for corrective action are made
to the Congress and to the agencies
concerned.

The purpose of all these reviews
is to assure that programs are carried
out in an effective, efficient, and
economical manner.
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RELATION OF BUDGET AUTHORITY TO OUTLAYS

The budget authority appropri-
ated by the Congress for a fiscal
year is more than the obligations or
outlays within that year because:

e Budget authority for some major
procurement and construction
covers estimated full cost at the
time programs are started, even
though outlays take place over a
number of years as the programs
move toward completion,

e Budget authority for many loan
and guarantee or insurance pro-
grams also provides financing for
a period of years or represents a
contingency backup.

* Budget authority for trust funds
represents mainly receipts from
special taxes, which are used as
needed over a period of years for
purposes specified in the law,

As a result, substantial unspent
budget authority is always carried
over from prior years. Most of it is
earmarked for specified purposes,
and 1s not available for new pro-
grams.

As shown in the chart below,
$98.3 billion—almost 409% of 1973
outlays will be made under budget
authority enacted in earlier years.
Conversely, almost half of 1973
budget authority will be used in
future years.

Therefore, when the Congress
increases or decreases the budget
authority requested by the President
for a given year, budget outlays
in that year are not necessarily
changed by the same amount. The
full effect of the change in budget
authority on outlays will be felt over
a period of years.

Relation of Budget Authority to Outlays—1973 Budget

Figures in brackets represent Federal funds only

$ Billions
New AU"I'IOI‘ify To be spent in 1973
148.0 Ovutlays
Recommended ‘ [143'5:‘ ‘ " 1973
for 1973 o463
270.9 246.3
[200.7] "
To 4

: Expiring Authority Unspent Authorit ’
B Unspent Authoriy (375175 for Outlays in
’ P:::i$et;ll . TFo be s;\:{ent Fufure Years ’
in Future Years
’ 266.7 b (66.9 ﬁggﬁ ’
[123.9] [79.1] '

NOTE: The difference between the total budget figures and federal funds shown in brackets consists of trust funds and intragovernmental

transactions between fund groups
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9.

Table . BUDGET RECEIPTS, OUTLAYS, FINANCING, AND DEBT 1963-73 (in millions of dollars)

Actual Estimate
Description
1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973
Receipts, expenditures, and net lending:
Exgend_iture account:
eceipts. e 106,560 112,662 116,833 130,856 149,552 153,671 187,784 193,743 188,392 197,827 220,785
Expenditures (excludes net lending) - - - - 111,456 118,039 117,181 130,820 153,201 172,802 183,072 194,456 210,308 235,597 246,463
Expenditure account surplus or deficit (=) oo oo —4,89% —5,377 —347 36 —3,649 —19,131 4,712 —714 -21,916 -=37,770 —25,678
Loan account:
Loan disbursements._ - e 9,646 10,237 10,911 14,628 17,676 20,327 13,117 8,313 8,131 8,258 8, 354
Loan repayments__ __ e 9,791 9, 693 9,662 10,796 12,623 14,297 11,640 6, 182 7,014 7,246 8, 560
Nel eIl s s scmmsmnisssmmsn s s it T e ST T S i —145 545 1,249 3,832 5, 053 6, 030 1,476 2,131 1,117 1,013 —206
Total budget:
ReCeipYS. e 106,560 112,662 116,833 130,856 149,552 153,671 187,784 193,743 188,392 197,827 220,785
Outlays (expenditures and net lending) . - - .. .. 111,311 118,584 118,430 134,652 158,254 178,833 184,548 196,588 211,425 236,610 246, 257
Budget surplus or deficit (=) _ e —4,751 =5,922 -—1,596 —3,796 —8,702 —25,161 3,236 —2,845 —23,033 —38,783 —25,472
Budget financing:
Net borrowing from the public or repayment of borrowing (=) _____._. 6, 088 3,092 4,061 3,076 2,838 23,100 —1,044 3,814 19,448 39, 500 27, 500
D IR (O TRV IR . o B S PR -1, 337 2,830 —2,465 720 5, 863 2,061 —2,192 —969 3,585 —-717 —2,028
Total means of financing_ _ - ___ e 4,751 5, 922 1, 596 3,79 8,702 25,161 1 —3,236 12,845 23,033 38,783 25,472
Outstanding debt, end of year:
Gross Federal debt. _ _ _ _____ e 310,807 316,763 323,154 329,474 341,348 369,769 367,144 382,603 409,467 455,784 493,165
DO I e IO L s i i v o e i S S 254,461 257,553 261,614 264,690 267,529 290,629 279,483 284,880 304,328 343,828 371,328

1 Excludes changes due to reclassification and to conversion of mixed-ownership enterprises to private ownership. See footnotes to table 9 in the 1971 budget and table 10 in the 1972 budget.
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Table 2. BUDGET RECEIPTS BY SOURCE AND OUTLAYS BY FUNCTION 1963-73 (in millions of dollars)

Actual Estimate
1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973

RECEIPTS BY SOURCE

Individual income taxes. . _ . e 47,588 48,697 48,792 55,446 61,526 68,726 87,249 90,412 86,230 86,500 93, 900
Corporation InCOme tINES........ ... cxcsizmumnescssscisssesssassnsssenmanan 21,579 23,493 25, 461 30,073 33,971 28, 665 36, 678 32,829 26,785 30, 100 35,700

Social insurance taxes and contributions (trust funds):
Employment taxes and contributions__ __ ... _. e 14,746 16,959 17,359 20,662 27,823 29,224 34,236 39,133 41,699 46, 367 55,113
Unemployment insurance. ... . o 4,112 4,045 3,819 3,777 3,659 3,346 3,328 3,464 3,674 4,364 5,016
: Cpnt;ibutlons for other insurance and retirement. . ... ... 946 1,008 1,081 1,129 1, 867 2,052 2,353 2,701 3,205 3,361 3,554

xcise taxes:

PRI . o o e s e A S S e A e S e 9,915 10,211 10,911 9,145 9,278 9,700 10,585 10,352 10,510 9,175 9,735
I I G oo s v 5 oo i o 5 8 A S B S AR B RS RS AR SRR SR S S e 3,279 3,519 3,659 3,917 4,441 4,379 4,637 5,354 6,104 6, 025 6, 565
T O e e Tt o o om0 5 5 6 e i e g g 2,167 2,394 2,716 3, 066 2,978 3, 051 3,491 3,644 3,735 5,200 4,300
T I o o .00 i o 1 0 2 0 0 0 1,205 1,252 1, 442 1,767 1,901 2,038 2,319 2,430 2,591 3,210 2,850
T T R SR SN RN 1,023 1,084 1,594 1,875 2,108 2,491 2,908 3,424 3,858 3,525 4,052
Total receipts..._.__. i S A i S W B R R SR S 106,560 112,662 116,833 130,856 149,552 153,671 187,784 193,743 188,392 198,827 220.785
Federal funds._ . _ . e 83, 550 87, 205 90,943 101,427 111,835 114,726 143,321 143,158 133,785 137,788 150,617
TRUSEFUNAS_ - o o oo oo e mm 25,799 28,518 29,230 32,997 42,935 44,716 52,009 59,362 66,193 73,163 83,214
ntrigavemmental transaetions.. ....... . i cissiviviciisrasunssnnas —2,78 —3,061 —3,339 -—3,568 —5,218 5771 —7,547 —8,778 —11,586 —13,124 —13,046

. OUTLAYS BY FUNCTION!
National defense. - _ - e mm 52,257 53,591 49,578 56,785 70,081 80,517 81,232 80,295 77,661 78,030 78,310
International affairs and finance.. . . _. 4,115 4,117 4, 340 4,490 4,547 4,619 3,785 3,570 3,095 3,960 3,844
Space research and technology... . ... .. ... 2,552 4,170 5, 091 5,933 5,423 4,721 4,247 3,749 3,381 3,180 3,191
Agriculture and rural development_ ... ... 5,138 5,184 4,805 3,676 4,373 5,940 6,218 6,201 5,09 7, 345 6, 891
Natural resources and environment. . - oo 1,498 1,966 2, 056 2,036 1,878 1,722 2,169 2,568 2,716 4,376 2,450
L e N 5,765 6, 511 7,399 7,171 7,594 8,094 7,921 9,310 11,310 11,872 11, 550
Community development and housing. ... . ... —880 —185 288 2,644 2,616 4,076 1,961 2,965 3,357 4,039 4, 844
T 1, 502 1,751 2,284 4,258 5, 853 6,739 6, 525 7,289 8,654 10,140 11, 281
N 1,379 1,716 1,704 2,509 6,667 9,608 11,611 12,907 14,463 17,024 18117
o e S S S N 24,084 25,110 25,702 29,016 31,164 34,108 37,699 43,790 55,712 65,225 69, 658
Veterans benefits and services._ _ __ e 5,520 5, 681 5,722 5,920 6, 897 6, 882 7,640 8,677 9,776 11,127 11, 745
T R T R e N S 9,215 9,810 10,357 11,285 12,588 13,744 15,791 18,312 19,609 20,067 21,161
General government_ _ _ e eeeaam 1,810 2,040 2,210 2,292 2,510 2,561 2,866 3,336 3,970 5,302 5,531
General TeVeNUE SMATINE . . e e e e e e e e e e e e e e 2,250 5,000
B I ... oo v om0 S s R A e S Ay S B e e SR e T 550 1,275
Undistributed intragovernmental transactions. . _ .. ... —-2,644 2,877 -—3,109 —3,364 —3,936 —4,499 5,117 —6,380 -—7,376 —7,878 —8,590
Total outlays_ __ e 111,311 118,584 118,430 134,652 158,254 178,833 184,548 196,588 211,425 236,610 246, 257
Federal funds. . - 90,141 95,761 94,807 106,512 126,779 143,105 148,811 156,301 163,651 182,519 186,784
Trust funds . 23,958 25,884 26,962 31,708 36,693 41,499 43,284 49,065 59,361 67,215 72,519
Intragovernmental transactions. ... ... eos —2,788 —3,061 —3,339 —3,568 5218 5771 —7,547 —8,778 —11,586 —13,124 —13,046

~J
~J

I Includes both Federal funds and Trust funds.
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Table 3. BUDGET OUTLAYS BY SUBFUNCTION, 1963-73 (in millions of dollars)

Actual Estimate
1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973

Function and subfunction

National defense:
Department of Defense—Military !

Military personnel_____________________ .. 11,985 12,986 13,387 15,162 17,956 19,859 21,374 23,031 22,633 22,600 22,300
Retired military personnel . _____________ . 1,015 1,209 1,384 1,591 1,830 2,095 2,444 2,849 3, 386 3,928 4,326
Operation and maintenance___ ________ .. 11,874 11,932 12,349 14,710 19,000 20,578 22,227 21,609 20,941 20,500 20, 450
Procurement ______________________ T 16,632 15351 11,839 14,339 19,012 23,283 23,988 21,584 18,858 17,944 16,082
Research and development___ ______________ . 6,376 7,021 6, 236 6,259 7,160 7,747 7,457 7,166 7,303 7,780 7,923
Military construction and other_________________ ____________________ i 513 1,236 928 2,279 2,636 3,975 525 1,059 1,552 1,594 1,502
ANOWANCeS 2_ e e A i sctsasg i oy 800 3,425
Deductions for offsetting receipts___________________________________ —251 —159 —150 —160 —138 —164 —143 —148 —126 —146 —108
__Subtotal, Department of Defense—Military_____________ ___________ 48,143 49,577 45,973 54,178 67,457 77,3713 77,872 77,150 74,546 75,000 75,900
Military assistance ' .. ___ . ____ ______ . ____ R A —— 1, 406 1,209 1,125 1,003 858 654 789 731 999 800 600
Atomic energy !_ _________ " e ey 2,758 2,764 2,625 2,403 2,264 2,466 2,450 2,453 2,275 2,358 2,422
Defense-related activities._____________________ e S 05 S 5. 24 172 136 —62 —-17 139 260 79 —70 90 79
Deductions for offsetting receipts3_____________ . —74 —130 —281 —738 —481 —116 —138 —118 —89 —218 —692
Total national defense___ _______________ s R R o 52, 257 53,591 49,578 56,785 70, 081 80, 517 81, 232 80, 295 77,661 78,030 78,310
International affairs and finance:
Conduct of foreign affairs®_________________ . 346 296 347 315 336 354 371 398 405 459 487
Economic and financial assistance___ ____________________________________ 1,968 1,756 2,041 2,329 3,057 3,053 2,420 2,231 1, 807 2,376 2,495
Foreign information and exchange activities.____ __________________________ 201 207 223 227 245 253 237 235 242 277 292
Food for Peace_________ R S e R R R e e s ek 2,040 2,049 1,852 1,784 1,452 1,204 975 937 918 1,114 839
Deductions for offsetting receipts3__________ e e e ms oy e e —441 —191 —123 —165 —542 —245 —217 —232 —276 —267 —269
Total international affairs and finance_ ______________ ____ _________ 4,115 4,117 4,340 4,490 4,547 4,619 3,785 3,570 3,035 3, 960 3,844
Space research and technology:

Manned spacB Might. . ... .. covcuincsvnpupensrauurs e TR R S SRR 1,516 2,768 3,538 4,210 3,649 3, 096 2,781 2,209 1,885 1,637 1,571
Space science and applications________________________ . 576 754 751 778 796 700 569 656 661 766 853
Space L N 303 432 484 435 440 410 344 328 272 220 188
Aeronautical technology . ______________________ . 36 40 58 75 89 128 168 188 210 226 251
Supporting space activities_____________________________________________ 122 178 262 435 452 390 390 374 365 344 339
Deductions for offsetting receipts______________ ... —* -1 -2 -1 —2 -3 —6 —6 —11 —13 —-11
Total space research and technology_ . __.______________________ 2,552 4,170 5,091 5,933 5,423 4,721 4,247 3,749 3,381 3,180 3,191

See footnotes at end of table. o
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Agriculture and rural development:

T R A S 4,060 4,134 3,667 2,536 3,167 4,542 5,000 4,589 3,651 5, 501 5,011
Rural housing and public facilities. _ .. 375 326 354 309 330 474 318 579 328 608 618
Agricultural land and water resources. .. ..o 324 325 342 347 353 351 343 344 346 375 388
Research and other agricultural services___. . ___ . ______. 414 440 483 528 567 615 642 730 813 901 915
Doductions for olfsatting reoelpls. . ... .. - .ccoccvinracnciianccncnnmnens —36 —42 —42 —44 —44 —42 —85 —41 —42 —41 —41
Total agriculture and rural development__________________________ 5,138 5,184 4, 805 3,676 4,373 5,940 6,218 6, 201 5, 096 7,345 6,891
Natural resources and environment:
Water resources and pPOWer_ _ e 1,646 1,703 1,761 1,940 2,025 2,069 2,041 1,983 2,389 3,005 3,207
S R S 422 459 509 556 618 639 643 754 837 935 918
T T A T L SR 25 46 59 62 73 85 71 94 130 121 103
Pollution control and abatement__________ .. 87 117 134 158 190 249 303 350 701 1,287 1,541
Recreational resourCes .  _ _ - - - e 180 202 215 241 285 331 372 370 479 642 640
Other natural resources programs. - - e 67 70 79 90 93 102 107 122 136 149 176
Deductions for offsetting recsipts. ... .. . . - oo cccococvccencncccncnacaaa- —929 —632 -701 -1,011 -—1,408 -—1,753 -—1,368 -—1,105 —1,957 —1,763 —4,135
Total natural resources and environment_________________________ 1,498 1,966 2,056 2,036 1,878 1,722 2,169 2,568 2,716 4,376 2,450
Commerce and transportation:
Al ranSPOTIaIONE. . .. .ciececeneacnceracececararesenemennear e 808 835 875 879 945 951 1,042 1,223 1,602 1,742 1,688
O R D A8 B IaE i i s s A s e - 672 658 728 708 765 844 864 902 1,041 1,200 1,225
DS S . o ooiinsinbisin s s e U s s s e 3, 057 3, 686 4,092 4,043 4,093 4, 367 4,413 4,632 5,070 5,412 5,720
o N R e S P 770 578 805 888 1,141 1, 080 920 1,510 2,183 1,943 1,409
T S S S T 239 252 405 351 332 447 152 487 738 744 642
Area and regional development. . . . e 242 538 557 315 318 472 584 590 717 816 857
Regulation of business. . . e 82 91 98 99 118 98 107 120 181 174 153
Deductions for offsetting receipts 3 e —104 —128 —160 -112 —119 —165 —162 —154 —-221 —159 —144
Total commerce and transportation. ... _______________________. 5,765 6,511 7,399 7,171 7,594 8,094 7,921 9,310 11,310 11,872 11,550
Community development and housing:
Community planning, management, and development______________________ 233 320 460 721 1,023 1,277 1,509 2,11 2,486 2,745 3,009
Urban community development revenue Sharing. .. o o e e e e e e e e 490
Low- and moderate-income housing aids.... ... ... ____________. 198 37 81 391 478 948 871 1,280 1,243 1,674 2,066
Maintenance of the housing mortgage market. ... ... -1, 289 -511 —237 1, 545 1,133 1,863 —406 —487 -319 —380 —720
Deductions for offsetting receipts__ . - - - e —22 -31 —16 —13 -19 -12 —13 —* —53 —* —*
Total community development and housing.. ... ... —880 —185 288 2,644 2,616 4,076 1,961 2,965 3,357 4,039 4,844
Education and manpower:
Elementary and secondary education. ... .. oo 527 566 645 1,804 2,439 2, 595 2,480 2, 968 3,164 3,383 3,619
] e o e ot S S 419 383 414 705 1,159 1,393 1,230 1,381 1,428 1,442 1,371
Vocational education. . __ ... .. eeeceene 41 41 132 136 250 265 262 289 415 531 568
Education revenue Sharing. ... oo emmmmmme mmmmmmme mmeme mmmmee e mmmmmm e e e e 110
Other education aids. .. e eeeeeen 98 110 158 155 264 334 373 429 534 632 745
DO IR . oo v s R SR R RS 206 310 309 368 415 449 490 464 522 538 596
Manpower training and employment services. . . - - oo 209 299 534 989 1,236 1, 587 1, 560 1,602 2,380 3,318 3,918
R S R o v 5w i B SR S R S RS SR AR A S s iR e 7 49 100 112 100 132 142 169 223 326 387
< Deductions for offsetting receipts. . . - - - oo -5 -5 -9 -11 —11 —16 -13 —14 —12 —-29 —-32
Qo Total education and manpower. . . ... .- 1,502 1,751 2,284 4,258 5,853 6,739 6, 525 7,289 8,654 10,140 11,281
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Table 3. BUDGET OUTLAYS BY SUBFUNCTION, 1963-73 (in millions of dollars) —Continued

Actual Estimate
Function and subfunction
1963 1964 1965 1966 1967 1968 1969 1970 1971 1972 1973

Health:
Providing or financing medical services:
Medicare benefits (HI, SMI)_____ N e S B s

B8 N AL o i o s SR £ & i e N | WA e s s 3,172 5,126 6,299 6,783 7,875 8,974 10, 436
Medicaid benefits_.______________ el Y I 157 210 272 770 1,173 1, 806 2,285 2,727 3, 362 4,401 3,705
Other. 161 176 204 324 521 523 731 834 709 839 592

Subtotal, providing or financing medical services. _______________._.__. 318 386 476 1,094 4, 866 7,455 9,315 10, 344 11, 946 14,214 14,733

Development of health resources__________._____________________ - 949 1,170 1,039 1,212 1,556 1,826 1,918 2,097 2,201 2,446 2,787

Prevention or control of health problems___ _______ . __. 114 161 189 204 247 330 380 473 319 382 619

Deductions for offsetting receipts!___________ . -3 - -1 =1 -2 -3 =2 —6 -3 —18 —22

FORAL MO oo e e R R T R AR S B S 1,379 1,716 1,704 2,509 6, 667 9,608 11,611 12,907 14,463 17,024 18,117

Income security:
Retirement and social insurance:

Social security benefits (OASDI). - - 15,015 15, 830 16,618 19,793 20, 746 22,826 26,175 29,045 35,874 40, 053 45, 501
Unemployment insurance benefits. .. __________________________________ 2,979 2,837 2,505 2,062 2,072 2,146 2,158 2, 886 5,324 6,454 5, 255
Other retirement programs._ _ . _ oo 3,484 3, 567 3,407 3,708 4,533 4,594 4,207 5,344 5,123 6, 147 1,291
Subtotal, retirement and social insurance___________________._________ 21,478 22,234 22,530 25, 563 27, 351 29, 566 32,540 37,275 46, 321 52, 654 57,047
Public assistance . _________ e 2,909 3, 085 3,119 3,151 3,180 3,726 4, 272 5, 186 1,115 10, 111 10, 335
Social i_!nd individual services. _ . o o 176 199 249 410 692 831 888 1, 331 1,617 2,477 2,297
Dedngdinns R Wi TS e 47y -4y 1Y 1y -5y —1% -1 -4 -4 -41% —24
Total income security_ . _____ SO I OSSOt . W DO 1. 24,084 25,110 25,702 29,016 31,164 34,108 37,699 43,790 55,712 65,225 69,658

Veterans benefits and services:
Income security for veterans

____________________________________________ 4, 706 4, 646 4,710 4,700 5, 209 4,997 5, 528 6, 021 6,448 6, 950 7,050
Veterans education, training, and rehabilitation_ . ___ . ____ . . _________ 101 77 58 54 305 478 701 1,015 1,659 2,240 2,437
N BOTANS HOUSIT NN G I el Mo ol o s on o al o b e —109 44 * 169 304 210 102 54 —179 —306 —289
Hospital and medical care for veterans_ _______ . . 1,147 1, 231 1,271 1, 320 1,393 1,472 1, 566 1,802 2,038 2,422 2,693
Other veterans benefits and services. _ ____ oo o 176 185 179 196 195 218 237 260 294 322 349
Deductions for offsetting receipts. . - _ - oo 3 —501 —502 —497 —518 —509 —492 —493 —477 —484 —500 —495

Total veterans benefits and services_._._______________ P el 5, 520 5, 681 5,722 5,920 6,897 6, 882 7,640 8,677 9,776 11,127 11,745
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Interest:

Inigsastontho pubMIC BabR. . ... oo iiciiicciiiiininceticans 9,895 10,666 11,346 12,014 13,391 14,573 16,588 19,304 20,959 21,400 22,700
Interest on refunds of receipts. . - - e eeeea 74 88 77 104 120 120 120 113 132 158 158
Interest on uninvested funds._ ... e 11 11 12 14 13 10 7 6 6 6 5
Deductions for offsetting re;eipts .................................. -} —765 —-955 1,078 —846 —936 —959 —-925 -—1,110 -—1,487 1,497 -—1,703
OB IOROORE. . - s e s s R 9,215 9,810 10,357 11,285 12,588 13,744 15,791 18,312 19,609 20,067 21,161
General Govenment:
Legislative functions . . e - 131 126 142 159 167 180 192 229 256 312 332
Judicial functions. . . _ e 63 66 76 79 87 94 110 133 146 175 193
Executive direction and management_________ oo _. 21 22 23 24 25 27 31 37 45 81 96
Central fiscal operations_ . _ _ e 733 808 844 886 968 1,024 1,094 1,271 1,414 1,652 1,718
General property and records management_ __ __________________________._. 416 553 565 550 617 569 567 595 613 762 830
Central personnel management!_ ___ _____: . oo 110 110 107 107 116 140 146 166 218 281 302
L Gl ORI R RO . ... . .. . oo cniintscanisi e nen e B e 323 335 366 385 426 452 534 666 959 1,294 1,543
A e R 70 58 61 73 84 104 162 226 241 443 537
Other general government_ . _ oo 139 189 190 192 218 243 268 272 340 611 323
Deductions for offsetting receipts 8________ o —196 —226 —165 —162 —199 —272 —238 —259 —261 —307 —344
Total general government_ ______________________________________. 1,810 2,040 2,210 2,292 2,510 2,561 2, 866 3,336 3,970 5,302 5,531
Tt S N R o - 2,250 5, 000
Allowance for:
Pay raises (excluding Department of Defense) . . o e e e e e e e e e 250 775
T R N R e e S O e M SR W e N 300 500
Undistributed intragovernmental transactions:
Employer share, employee retirement._ ________ ... -1,159 —1,25%6¢ —1,329 —1,447 -—1,661 —1,825 —2,018 —2444 2,611 —2,687 -2 893
Interest received by trust funds. ... —1,485 —1,621 -—1,780 —1,917 -—2,275 -—2,674 —3,099 —3,936 —4,765 —5,190 5,697
g SR S N, NN 111,311 118,584 118,430 134,652 158,254 178,833 184,548 196,588 211,425 236,610 246,257
MEMORANDUM
I I s o T e i o s o B o 1 90, 141 95, 761 94,807 106,512 126,779 143,105 148,811 156,301 163,651 182,519 186, 784
o e S I R 23,958 25,884 26,962 31,708 36,693 41,499 43,284 49,065 59,361 67,215 72,519
Intragovernmental transactions. .. e —-2,788 —3,061 —3,339 —3,568 —5,218 5,771 —7,547 —8,778 —11,586 —13,124 —13,046
*Less than $500 thousand.

1 Entries net of offsetting receipts.
2 Includes allowances for military retirement systems reform and civilian and military pay raises for Department of Defense,
3 Excludes offsetting receipts which have been distributed by subfunction above,
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Table 4. BUDGET AUTHORITY AND OUTLAYS BY AGENCY
(in millions of dollars)

Budget authority Outlays

1971 1972 1973 1971 1972 1973
actual estimate estimate actual estimate estimate

Department or other unit

LRSI Aol - o cilEiolll 436 567 492 384 477 505
T T e R R A e B 152 174 192 142 171 189
Executive Off. of the President___________________ 50 68 67 47 63 71
Funds Approp. to the President__________________ 5,426 5,610 6,476 4,454 4,433 4,131
G S e S e IO S 8, 591 12,799 11, 877 8, 560 11,610 11, 005
DT T s S e S S R e e 1,274 1,485 1,533 1,188 1,289 1,425
Defense—Military *_____________________________ 71,232 75,398 81,656 74, 546 75, 000 75,900
Ui R AL A TR 1,343 1,620 1,838 1,376 1,655 1,822
Health, Education, & Welfare..__________________ 65,829 76,533 86,887 61,86 71,911 78,953
Housing & Urban Develop__ - ... _____. 3, 355 3,974 4,755 2,890 3,462 4,214
L e e R SR SN T 3 524 1,208 —1,106 225 1, 053 —1,138
U e R N R v g S S 1,248 1,563 1,739 916 1,230 1,476
L e i S R R R (V5 (o 6, 559 9,414 9,523 7,923 10, 466 9, 589
C R et T R N S S U 488 573 602 468 545 576
L R Rt L 11, 262 8, 650 8, 558 7, 247 7,851 8, 155
U e R e N B SR 21,007 24,404 28,057 20,990 24,124 27,731
Atomic Energy Commission__.__________________. 2,308 2,316 2, 563 2,275 2, 358 2,422
Environ. Protect. Agency._ . ___ .. _.__. 1,289 2,448 2,478 701 1,287 1, 541
General Services Admin__.______________________. 651 619 77 501 511 110
Nat’l Aero. & Space Admin______________________ 3,311 3,295 3,378 3,381 3,180 3,191
L L e 12,577 1,418 1,424 2,183 1,943 1,409
Veterans, Administration_______________________ 10, 219 11, 367 12, 397 9, 756 11,101 11,715
Other Independent Agencies.____ . ____________. 14,653 11, 393 12, 525 6,785 8, 216 8,572
Allowances for:

EayIncIeases (exel. DOD). .. ... ..ol ceeeaeo. 260 800 ...l 250 775

O R e o iiiisdecimoee cemmmeee 500 T et 300 500
Undistributed intergovernmental transactions:

Employer share, employee retirement.__.._.___... —2,611 —2,687 —2,893 —2,611 -2 687 —2,893

Interest rec’d by trust funds_ ... _____________ —-2,765 —5,190 —5,697 —4,765 —5,190 —5,697

Total budget authority and outlays. _____.__ 236,406 249,777 270,898 211,425 236,610 246, 257
MEMORANDUM
Portion available through current action by Con-

R S I S St 169,444 169,418 185,305 102,335 119,033 126, 780
Portion available without current action by Congress. 85,255 100,763 109,508 36,921 42,536 45, 086
Outlays from obligated balances. . _________ . 48,500 49,670 52, 877
Outlays from unobligated balances_______________ ________ ________ _______. 41,962 45,775 45,428
Deductions for offsetting receipts:

Intrabudgetary transactions_ __________________ —13,420 —14,981 —15,142 —13,420 —14,981 —15,142

Proprietary receipts from the public_ ... ____. —4,873 —5,423 —8,772 —4,873 5,423 —8,772

L R 236,406 249,777 270,898 211,425 236,610 246, 257

1 Includes allowance for all-volunteer force, civilian and military pay raises, and military retirement systems reform.
2 Budget authority excludes appropriations to liquidate contract authorizations. Outlays from such appropriations are
included as outlays from balances below.

Table 5. OUTLAYS AND RECEIPTS OF TRUST FUNDS (in millions of dollars)

Outlays Receipts

Description - 1971 1972 1973 1971 1972 1973
actual  estimate estimate actual estimate estimate

Funds to which receipts are appropriated:
Federal old-age and survivors and disability in-

T T 35,874 40,053 45,514 38,892 41,593 46, 242
Health insurance trust funds_._.________.______ 7, 875 8,974 10,436 8, 534 10, 627 15, 347
Unemployment trust fund. .. _______ 6,132 7, 316 6, 127 4,321 5,614 5, 786
Railroad employees retirement funds___________ 1,919 2,113 2,098 1, 880 2,035 2,181
Federal employees retirement funds_.........__ 3,259 3,659 4,168 5, 851 6, 516 7,271
Airport and airway trust funds_________________ 287 1,377 596 1,184 1, 569 756
Highwau hustiands... . . .. - - oo - ccvcoccccacaca- 4,689 4,782 5, 027 5,729 5, 557 6, 052
Foreign military sales trust fund_ . _____________ 970 1,200 1, 500 966 1, 350 1,650
Veterans life insurance funds___.___.______.... 743 861 575 784 820 831
Other trust funds (nonrevolving)._ ______________ 294 323 325 351 308 283

Trust revolving funds (table B-7). ... ... __. —382 —618 803 e e S
e T B 61,659 70,041 75,704 68,492 75,989 86, 399
L T T T —640 —744 —814 —640 —744 —814
Proprietary receipts from the public_ ... _________. —1,659 —2,083 -—2,371 -—1,659 —2,083 -2,371
S A R N 59,361 67,215 72,519 66,193 73,163 83,214
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Table 6. SUMMARY OF FULL-TIME PERMANENT EMPLOYMENT IN
THE EXECUTIVE BRANCH

As of June !
Agency 1972 estimate
1971 1973 Change
actual In 1972 Current estimate 1972-73
budget
Agriculture. _ ... 84, 252 87, 300 83, 000 83, 400 400
COmmMerce . - - oo 28,435 29, 600 28, 500 29,700 1,200
Defense—military functions___.__._ - _____________ 1,062,741 1,061,600 1,011,000 1,005,800 —5, 200
Dafanse-—=civil fonctions. ... ... . .cccomccaoaaa 30, 063 31, 300 30, 600 31, 300 700
Health, Education, and Welfare_ .. _______________ 104, 283 102, 100 102, 000 299, 500 —2, 500
Housing and-Urban Development_ _ ______________ 16, 030 16, 700 15, 200 16, 000 800
L 57,570 59, 100 56, 900 S0 ...l
Justice . _ . 42, 662 46, 800 45,100 46, 300 1,200
N N S 11, 352 12,100 11, 800 12,600 800
e L S S . 23, 398 23,700 22,700 22, 800 100
S T R e e Iy 68, 489 71,900 66, 400 69, 200 2,800
T e 90, 135 100, 400 98, 500 99, 200 700
Atomic Energy Commission_ _ ___________________ 6, 920 7,000 6,700 6,900 200
Environmental Protection Agency .. ... ______. 95, 959 8, 900 8, 000 8, 500 500
General Services Administration_ ________________ 38, 076 41,600 39,400 B
National Aeronautics and Space Administration____ 29,478 28, 400 27, 500 26, 800 —700
Veterans Administration._ ________________._._____ 158, 635 160, 800 162, 700 174,100 11, 400
Other agencies: _
Agency for International Development__________ 13,477 11,1000 12,400 11, 800 —600
Civil Service Commission_ .. _________ ... 5,324 5,900 5, 600 6, 000 400
Selective Service System______________________ 5, 569 6, 500 6, 200 6,100 —100
Small Business Administration_ _ ______________ 4,004 4,200 4,000 4,000 ._________.
Tennessee Valley Authority . __________________ 13,612 13, 300 14, 000 RO - oaiaatinuias
T e 13, 967 14, 900 14, 200 14, 000 —200
U.S. Information Ageney._ _ . ___ 9,773 9,900 9,400 SN ...
Miscellaneous agencies. ... ... _____ 31, 332 33,700 34, 300 34, 600 300
Subtotal . _________________________._._.z. 1,955,536 1,988,800 1,916,100 1,928,300 12, 200
Allowances for contingencies3. . _______________ ... 10, 000 2,000 5, 000 3, 000
SIUNRITERE .. oot st i e B S S 1,955,536 1,998,800 1,918,100 1,933,300 15, 200
Postal Service - o 4 603, 782 629, 500 613,400 618, 500 5,100
L K OOt N 42,559,318 2,628,300 2,531,500 2,551,800 20,300

1 Excludes disadvantazed worker-trainee in the Public Service Careers program.

2 Reflec s transfer of federally operated hospitals to local communities.

3 Subject to later distribution. .

4 Adjusted to include approximately 39,000 employees previously erroneously classified and, under a labor-manage-
ment agreement, to be reclassified as full-time permanents in 1972,
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Table 7. FEDERAL FINANCES AND THE GROSS NATIONAL PRODUCT, 1954-72 (dollar amounts in billions)

Budget outlays Federal debt, end of year
(expenditures and net lending)
Budget receipts
Gross Budget expenditures X
Fiscal year national Total (excludes net Total Held by the public
product lending)
Amount Percent Amount Percent Amount Percent Amount Percent Amount  Percent
of GNP of GNP of GNP of GNP of GNP
- O R SR N | U TN U . 362.1 69.7 19.3 70.9 19.6 Q) ) 270.8 74.8 224.5 62.0
L, S L S = T s el e 378.6 65.5 17.3 68.5 18.1 (1) (1) 274.4 72.5 226.6 59.9
RO s s s s A R S T e T SR e A 409.4 74.5 18.2 70.5 17.2 (1) ) 272.8 66. 6 222.2 54.3
< e e = = = et 431.3 80.0 18.5 76.7 17.8 (1) (1) 272.4 63.1 219.4 50.9
IESS v o ey Bowwn on el o oew N o np » cnge Beuamylem g o 440.3 79.6 18.1 82.6 18.8 81.0 18.4 279.7 63.5 226.4 51.4
e T ol i i e i T e i i LS 469. 1 79.2 16.9 92.1 19.6 89.4 19.1 287.8 61.3 235.0 50.1
L ————— 495. 2 92.5 18.7 92.2 18.6 90. 3 18.2 290.9 58.7 237.2 47.9
II0) i s s E R e S S W A e 506. 5 94.4 18.6 97.8 19.3 96.6 19.1 292.9 57.8 238.6 47.1
L < S L 542.1 99.7 18.4 106. 8 19.7 104.5 19.3 303.3 55.9 248.4 45.8
L e 0 s e 573.4 106. 6 18.6 111.3 19.4 111.5 19.4 310.8 54.2 254.5 44.4
BEMOR... v oo o 3 5 612.2 112.7 18.4 118.6 19.4 118.0 19.3 316.8 51.7 257.6 42.1
R A L T S S S S 654.2 116.8 17.9 118. 18.1 117.2 17.9 323.2 49.4 261.6 40.0
B0 R S S S R R SR S R N S e 721.2 130.9 18.1 134.7 18.7 130.8 18.1 329.5 45.7 264.7 36.7
- o S | 769.8 149.6 19.4 158.3 20.6 153.2 19.9 341.3 44.3 267.5 34.8
T 5 . o o s o s i e e A e e A e S B 826. 1 153.7 18.6 178.8 21.6 172.8 20.9 369.8 44.8 290.6 35.2
B e e P e e e B L 897.6 187.8 20.9 184.5 20.6 183.1 20.4 367.1 40.9 279.5 3.1
L SR 953.2 193.7 20.3 196. 6 20.6 194.5 20.4 382.6 40.1 284.9 29.9
T 1,008. 2 188. 4 18.7 211.4 21.0 210.3 20.9 409.5 40.6 304.3 30.2
ISTE BSHIIIR .. o o o srusisvns s a s TR AT S SRR SR AR S s 1,089.5 197.8 18.2 236.6 21.7 235.6 21.6 255.8 41.8 343.8 31.6

1 Not available,
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Table 8. BUDGET RECEIPTS AND OUTLAYS, 1789-1972 (in millions of dollars)

. Re- Surplus : Re- Surplus
Fiscal year ceipts  Outlays or defi- Fiscal year ceipts Outlays or defi-
cit(—) cit (=)
ADMINISTRATIVE BUDGET
1789-1849___ ___________._ 1,160 1,090 S AE arEA S 5,571 5, 062 +509
1850-1900._ __ ___ ... _.___. 14,462 15,453 —991 (1922 . . .. .. 4,026 3,289 +736
o TR T 3,853 3,140 +713
L 588 525 +03 | 19, . 3,871 2,908 +963
A 562 485 Lo A B L TS 3,641 2,924 +717
B e 562 517 +45
N 541 584 —43
L e 544 567 -23 | 1926 . - ... 3,795 2,930 +-865
7 A 4,013 2,857 +1,155
1906, - - - 595 570 +25|1928. . .. 3,900 2,961 —939
L S — 666 979 s THR L S 3, 862 3,127 +734
R 602 659 =S 11830 . 4,058 3,320 +-738
B e e 5 e 604 694 —89
Y. e oo menammem e 676 694 —18
1931 . 3,116 3,577 —462
1911 .. 702 691 +11 1932 . ... 1,924 4,659 —2,735
B e 693 690 L B 1,997 4,598 —2,602
| 714 715 C ol [§ | - S ——— 3,015 6,645 —3,630
B e 725 726 —* (1935 __ . __. 3,706 6,497 —2,791
1 4 683 746 —63
1916 .. 761 713 448 | 1936 .. ... ... 3,997 8,422 —4,6425
- 1,101 1,954 =893 | 193 ceaiiicinnias 4,956 7,733 =2,7711
S ——— 3,645 12,677 —9,032|1938.__._ . ____.____. 5, 588 6,765 —1,177
L 5,130 18,493 -—13,363 | 1939 __ . ... _. 4,979 8,841 —3,862
. . o eeeeenccannna 6, 649 6, 358 +291
CONSOLIDATED CASH STATEMENT
B e mniis  wEsEmESELE 6, 879 9,589 —2,710|1948. . . ___. 45,357 36,493 8,864
UL . . 9,202 13,980 —4,778|1949__ . _____________. 41,576 40,570 1,006
1942 _ .. 15, 104 34,500 —19,396 (1950 .. _________.__. 40, 940 43,147 2,207
1 25,097 78,909 —53,812
R, 47,818 93.956 —46 138 1960 . ... 53, 390 45,797 47,593
e 50,162 95,184 —45022 (1952 . . . __..... 68,011 67,962 +-49
1 v [ 71,495 76,769 5,274
1946. ... 43,537 61,738 -—18,201
1947 ... 43,531 36,931 6,600
UNIFIED BUDGET
1984 .. 69,719 70,890 —1,170| 1964 . . _____. 112,662 118,584 —5,922
1955 .. 65,469 68,509 —3,041|1965.________________ 116,833 118,430 —1,596
1986. .. ... 74,547 70,460 44,087 [ 1966. . . . ... _...__. 130,856 134,652 —3,796
L2 L 79,990 76,741 43,249 | 1967 . _________._.. 149,552 158,254 —8,702
R —— 79,636 82,575 —2,9391968... .. - co.... 153,671 178,833 —25, 161
B i e 79, 249 S8 =12. 855 1989. ... .. .osieaaaa 187,784 184,548 43,236
S 92,492 92,223 T Y Ly O — 193,743 196,588 —2,845
1961 ... 94,389 97,795 -—3,406|1971. . ... __. 188,392 211,425 -—23,033
1962 ... 99,676 106,813 —7,137 | 1972 estimate__ .. _____ 197,827 236,610 —38,783
1963 ... 106,560 111,311 —4, 751 | 1973 estimate_ . _._.... 220,785 246,257 —25,472

*Less than $500 thousand.

Notes.—Certain interfund transactions are excluded from receipts and outlays starting in 1932. For years prior to 1932
the amounts of such transactions are not significant. L _ )
Refunds of receipts are excluded from receipts and outlays starting in 1913; comparable data are not available for prior
years.
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GLOSSARY

FISCAL YEAR—Year running from July 1 to June 30 and designated by the calendar
year in which it ends.

AUTHORIZATION—Basic substantive legislation enacted by Congress which sets
up a Federal program or agency either indefinitely or for a given period of time.
Such legislation sometimes sets limits on the amount that can subsequently be
appropriated, but does not usually provide budget authority.

BUDGET AUTHORITY (BA)—Authority provided by the Congress, mainly in the
form of appropriations, which allows Federal agencies to incur obligations to
spend or lend money. Most budget authority is voted each year, but some becomes
available automatically under permanent laws, such as interest on the public debt.
Budget authority is composed of :

e NEW OBLIGATIONAL AUTHORITY (NOA), which is authority to incur
obligations for programs in the expenditure account; plus

* LOAN AUTHORITY (LA), which is authority to incur obligations for loans
made under programs classified in the loan account.

OBLIGATIONS—Commitments made by Federal agencies to pay out money for
products, services, or other purposes—as distinct from the actual payments.
Obligations incurred may not be larger than the budget authority.

OUTLAYS—Checks issued, interest accrued on the public debt, or other payments
made, net of refunds and reimbursements. Budget outlays are composed of :

e EXPENDITURES (Exp.)—Outlays relating to the expenditure account. The
expenditure account is the portion of the budget consisting of (1) budget
receipts, and (2) budget authority and outlays for all nonlending programs,
lending programs not classified in the loan account, and the administrative and
other net expenses of programs in the loan account; plus

e NET LENDING (NL)—Gross loan disbursements minus repayments in the
loan account. The loan account is the portion of the budget consisting of the
principal amounts of disbursements and repayments for domestic loans subject
to definite requirements for full repayment and for foreign loans made on
commerical terms.

BUDGET RECEIPTS—Money collected because of the sovereign or other compulsory
powers of the Government, net of refunds. (See offsetting receipts.)

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

FEDERAL FUNDS—Funds collected and used by the Federal Government, as owner.
The major federally owned fund is the general fund, which is derived from
general taxes and borrowing and is used for the general purposes of the Govern-
ment. Federal funds also include certain earmarked receipts, such as those gener-
ated by and used for the operations of Government-owned enterprises.

TRUST FUNDS—Funds collected and used by the Federal Government, as trustee,
for specified purposes, such as social security and highway construction. Receipts
held in trust are not available for the general purposes of the Government. Trust
fund receipts which are not anticipated to be used in the immediate future are
generally invested in Government securities and earn interest.

OFFSETTING RECEIPTS—Composed of (1) proprietary receipts from the public
derived from Government activities of a business-type or market-oriented nature
which are offset against related budget authority and outlays; and (2) intra-
budgetary transactions between one Government agency or fund and another
which are offset to avoid double counting.

UNDISTRIBUTED INTRAGOVERNMENTAL TRANSACTIONS—Composed of
(1) payments to trust funds by Government agencies, as employer, for their
employee’s retirement; and (2) interest paid to trust funds on their investments
in Government securities. To avoid double counting, these transactions are
deducted from the budget totals.
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ORGANIZATION CHART OF THE
EXECUTIVE BRANCH

This foldout chart presents a graphic
view of the major components of the Execu-
tive Branch of the Government as presently
organized. Included are the staff offices that
make up the Executive Office of the Presi-
dent, the 11 executive departments, and
various agencies, boards, and commissions.
Temporary commissions, and interagency
and public advisory committees are not
included. A major reorganization of the
Executive Branch has been proposed by the
President.

For further details on the organization and func-
tions of Federal agencies, see the U.S. Government
Organization Manual (for sale by the Superintend-

ent of Documents, Government Printing Office,
Washington, D.C. 20402).

The following additional budget documents can be purchased from the
Superintendent of Documents, U.S. Government Printing Office, Wash-
ington, D.C. 20402:

1. The Budget of the United States Government, 1973. Contains most
of the facts, figures, and analyses that general users of the budget would
normally desire or need,

2. The Budget of the United States Government, 1973.—Appendix, Con-
tains the text of appropriation language, schedules, and narrative statements
for individual appropriations and funds.

3. Special Analyses, Budget of the United States, 1973.—Contains special
tabulations and analyses of budgetary data for those interested in selected
aspects of the total Federal program.
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