INTRODUCTION

The budget presentation and concepts used in most
of this document are the traditional ones used in pre-
senting a President’s budget. In many respects the con-
cepts and presentation are legally required and are ef-
fective tools for Federal budgeting.

There is, however, no single “right” way of looking
at Federal receipts and outlays and therefore no single
“right” structure for the Federal budget.

e The dividing line. between the Federal Govern-
ment and the private sector cannot be delineated
unequivocally.

e Some Federal activities may not be quantifiable
or at least not quantifiable in a way that is com-
mensurate with budget receipts and expenditures.

e Federal finances may be presented according to
alternative conceptual structures for specialized
purposes other than budgeting.

e Budget data may be organized in alternative ways
to view spending or receipts from complementary
perspectives.

o As the Government, the economy, the political
process, and the technical capability of budgeting
change over time, the appropriate scope and orga-
nization of the budget may also change.

The form of the budget is therefore continually being
adjusted to the needs of the President and the Congress
for establishing priorities and controlling Federal re-
ceipts, expenditures, and borrowing; the needs of the
Federal agencies for a workable system of effective pro-
gram management based on legal requirements and
policy guidelines; and the needs of the public, including
the press and independent researchers, for information
with which to judge Federal operations. The change
in budgeting for credit in the present budget is a major
example of such a development.

The current budget concept, known as the “unified
budget,” was developed in conformance with the rec-
ommendations of the President’s Commission on Budget
Concepts (1967). While various adaptations have oc-
curred over the years, the Commission’s report contin-
ues to provide the basic framework for Federal budget
concepts and presentations. The unified budget is in-
tended to be comprehensive, including the full scope
of Federal programs. It encompasses a diverse array
of activities—most unique to government and others
similar to business operations—and must accommodate
extensive and sometimes inconsistent legal require-
ments. It is based primarily on the Government’s cash
receipts and outlays.

The Comptroller General and some Members of Con-
gress, accountants, corporate leaders, and others have
criticized the current budget presentation. Some, nota-
bly the General Accounting Office, believe the budget’s
primary focus on obligation controls and cash flows dis-
torts decisionmaking, prejudicing investment and un-

derstating liabilities. Others decry the artificiality, even
gimmickry, of certain distinctions between on-budget
and off-budget, and the practice of classifying certain
Federal entities (such as REFCORP) as non-budgetary
Government-sponsored enterprises. On the other hand,
some argue that the budget should be more like State
budgets that separate activities financed by general
funds from those financed by earmarked funds; some
argue that the current practice of including business-
type income as an offset to outlays should be replaced
by including such income in receipts and showing out-
lays on a gross basis; and others argue that the retire-
ment trust funds and the debt and interest portions
of the budget should be separately displayed.

There is no dispute that receipts and spending should
be viewed in more than one way. Some standard alter-
natives have been used longer than the unified budget
and were taken for granted or strongly endorsed by
the President’s Commission on Budget Concepts. And
there is a degree of merit in many of the criticisms
of the unified budget. Accordingly, this part of the
budget document provides a selection of alternative
budget presentations—in order to view Federal finances
in different ways, to display alternatives to those who
have not previously considered them, and to allow those
who criticize the conventional approach to examine the
effects of alternatives.

The alternative budget presentations are considered
in the next six chapters. The first of these chapters
describes the Federal sector as measured in the na-
tional income and product accounts, which are an inte-
grated set of measures of aggregate economic activity,
including the gross national product, prepared for many
years by the Department of Commerce. The following
two chapters present longstanding alternative ways of
dividing up the budget totals that complement the nor-
mal presentation. One divides the budget between trust
funds and Federal funds; the other focuses on physical
capital.

The final three chapters in this part of the budget
document show alternative presentations that could re-
place the unified budget, rather than compiement it.
These presentations and the unified budget all contain
similar information but are arranged differently. The
principal difference is in the focus, that which is high-
lighted for decision makers and the public. The focus,
in turn, may affect the incentive to make one budgetary
decision rather than another. The alternative presen-
tations are nct exact but rather are approximations
that illustrate the general concepts and some of the
key considerations. These three presentations are:

e The proposal made by the General Accounting Of-
fice, which focuses separately on operating and
capital uses, on Federal, trust, and enterprise
funds, and on aggregate totals.
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* A budget cast in the form of the State of Califor- e A budget divided threefold among an operating
nia’s budget, which, like most State budgets, fo- fund, a retirement fund, and a debt and interest
cuses on individual funds rather than consolidated fund.
totals. The three presentations are compared with each

other and the unified budget at the end of the chapter
discussing the last of these presentations, Chapter XXI.
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XVL

The National Income and Product Accounts (NIPAs)
are an integrated set of measures of aggregate economic
activity that are prepared by the Department of Com-
merce. One of the many purposes of the NIPAs is to
measure the Nation’s total current production of goods
and services, known as gross national product (GNP),
and the incomes generated in its production. Because
the NIPAs are widely used in economic analysis, it
is important to show the NIPA presentation of Federal
transactions.

GNP is the sum of the net products of the household,
business, government, and foreign sectors. Federal
transactions are included in the NIPAs as part of the
government sector. The concepts for the Federal sector
have been designed to measure certain important eco-
nomic effects of Federal transactions in a way that
is consistent with the conceptual structure of the entire
set of integrated accounts. The NIPA Federal sector
is not itself a budget, for it is not a financial plan
for proposing, determining, and controlling the fiscal
activities of the Government. Rather, it is an accounting
translation of the budget to meet specialized and impor-
tant needs, chiefly the measurement of the impact of
Federal receipts, outlays, and the deficit on the national
economy. NIPA concepts differ in many ways from
budget concepts, and therefore the NIPA presentation
of Federal finances is significantly different from that
of the budget.

GNP is a measure of final output which excludes
intermediate product to avoid double counting. Govern-
ment purchases of goods and services are included in
GNP as part of final output, together with personal
consumption expenditures, gross private domestic in-
vestment, and net exports of goods and services. Other
Federal expenditures—transfer payments, grants to
State and local governments, subsidies, and net interest
payments—are not part of final output. Rather, they
are transfers of income to others, whose consumption,
investment, purchases, or transactions with foreigners
are part of final output. An entire set of receipt and
expenditure transactions of the Federal Government is
prepared as one sector of the NIPAs; however, when
the accounts for all the sectors are consolidated into
a summary account for the Nation as a whole, transfer
payments, grants, subsidies, and net interest expendi-
tures are canceled out by receipt of those payments
as income in other sectors. This leaves only purchases
to be included in final output.

Differences Between the NIPAs and the Budget

Federal transactions in the NIPAs are measured ac-
cording to NIPA accounting rules in order to be compat-
ible with the purposes of the NIPAs and other trans-

actions recorded in the NIPAs. As a result they differ
from the budget in netting, timing, and coverage. These

NATIONAL INCOME AND PRODUCT ACCOUNT PRESENTATION

differences cause total receipts and expenditures in the
NIPAs to differ from total receipts and outlays in the
budget. Differences in timing and coverage also cause
the deficit to differ. Netting differences have the same
effect on both receipts and expenditures and thus have
no effect on the deficit. Besides these differences, the
NIPAs combine transactions into different categories
from those used in the budget.

Netting differences arise when the budget records
certain transactions as offsets to outlays while they
are recorded as receipts in the NIPAs (or vice versa).
The budget treats all income that comes to the Govern-
ment due to its sovereign powers—mainly, but not ex-
clusively, taxes—as Governmental receipts. However,
any intragovernmental income from one account to an-
other is offset against outlays rather than being re-
corded as a receipt. Government contributions for em-
ployee retirement is one example. The budget offsets
these payments against outlays while the NIPAs treat
the Federal Government as any other employer and
show contributions for employee social insurance as ex-
penditures by the employing agencies and receipts to
the appropriate social insurance funds. The NIPAs also
include certain imputations which the budget does not.
For example, unemployment benefits for Federal em-
ployees are financed by direct appropriations rather
than social insurance contributions. The NIPAs impute
social insurance contributions by employing agencies to
finance these benefits.

The budget also offsets against outlays any income
that arises from voluntary business-type transactions
with the public. The budget classifies Medicare Part
B premiums as business-type transactions, whereas the
NIPAs record them as receipts.

Timing differences occur for receipts because the
NIPAs generally record personal taxes and social insur-
ance contributions when they are paid and business
taxes when they are accrued, while the budget records
all receipts when they are received. The principal tim-
ing difference between NIPA expenditures and budget
outlays occurs because purchases are recorded on a de-
livery basis in the NIPAs, but when cash is disbursed
in the budget. This difference can be large for major
defense purchases because progress payments are re-
corded as outlays in the budget, while the NIPAs do
not record expenditures until delivery is made. The
NIPAs count work in progress as part of business in-
ventories until delivery is made to the Government.

The budget and the NIPAs also have coverage dif-
ferences. The NIPAs include off-budget Federal entities
and exclude transactions with U.S. territories. The
NIPAs also exclude the proceeds from the sales of as-
sets such as land. Bonuses paid on Outer Continental
Shelf oil leases are shown as offsetting receipts in the
budget and are deducted from budget outlays. In the
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NIPAs these transactions are excluded as an exchange
of assets.

Financial transactions such as loans, loan repay-
ments, loan asset sales, and loan guarantees are ex-
cluded from the NIPAs on the grounds that such trans-
actions involve an exchange of assets with no produc-
tion involved. Through 1991, in contrast, the budget
recorded loans as outlays when disbursed and as offsets
to outlays when repaid or sold. With the enactment
of the Federal Credit Reform Act of 1990, the budget
will make a fundamental change in the way that it
records lending transactions. For direct loan obligations
and loan guarantee commitments made after 1991, the
budget will record the estimated subsidy cost of the
direct loan or loan guarantee when the direct load or
guaranteed loan is disbursed. The nonsubsidized cash
flows will be recorded in nonbudgetary accounts as a
means of financing the budget deficit rather than as
budgetary transactions themselves. The new treatment
recognizes that part of a Federal direct loan is an ex-
change of assets with equal value but that part is nor-
mally a subsidy to the borrower. The new treatment
also recognizes the subsidy normally granted by loan
guarantees. (For further discussion, see Chapter VIILA,
“Recognizing and Reducing Federal Underwriting
Risks”). In the NIPAs, neither the subsidies nor the
loan transactions are included; however, the NIPAs will
continue to include all interest transactions with the
public, including interest paid to the new financing ac-
counts.

Deposit insurance outlays for resolving failed banks
and thrift institutions are similarly excluded from the
NIPAs on the grounds that there are no offsetting cur-
rent income flows from these transactions. For the 1992

budget, this exclusion is the largest difference between
the NIPAs and the budget.

Federal Sector Receipts

Tables XVI-1 and XVI-3 show Federal receipts in
the four major categories used in the NIPAs, which
are similar to the budget categories but with significant
differences.

Personal tax and non-tax receipts is the largest cat-
egory. It is composed primarily of personal income
taxes, but also includes estate and gift taxes, fees, fines,
and other receipts.

Corporate profits tax accruals differ in classification
from the corresponding budget category primarily be-
cause the NIPAs include the deposit of earnings of the
Federal Reserve System as corporate profits taxes,
while the budget treats these collections as miscellane-
ous receipts. The timing difference between the NIPAs
and the budget, as discussed above, is especially large
for this category of receipts.

Indirect business tax and nontax accruals are com-
posed of excise taxes, customs duties, royalties, fines,
and other receipts.

Contributions for social insurance differ from the cor-
responding budget category primarily because: (1) the
NIPAs include Federal employer contributions for em-
ployee retirement in this category as a Government
receipt, while the budget offsets the contributions
against outlays as undistributed offsetting receipts; (2)
the NIPAs include premiums for social insurance pro-
grams including Part B of medicare as Government
receipts, which the budget also nets against outlays;
and (3) the NIPAs include imputations for Federal em-
ployees’ unemployment insurance and workers’ com-
pensation.

Table XVI-1. FEDERAL TRANSACTIONS IN THE NATIONAL INCOME AND PRODUCT ACCOUNTS, 1981-1992

{In billions of dollars)

Actual Estimate
Description
1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992
RECEIPTS
Personal tax and nontax receipts .........o.coovecvrreenninenes 289.6( 310.0| 2925| 3025 3404 357.0{ 400.8| 4113 457.6] 483.0| 5032| 5437
Corporate profits tax accruals ...........c...... 69.4 52.1 55.7 75.3 746 81.1 99.1 108.1 113.8| 1136| 1134 1200
Indirect business tax and nontax accruals 53.4 50.0 50.2 54.9 55.9 50.9 535 55.6 57.8 58.8 704 748
Contributions for social INSUTANCE .......ocovvereveinrineioninnns 2114 2311| 247.3] 2792| 305.8{ 3261 3459 3826| 4126 4396| 4615| 4986
Total receipts .........occomerneiernens 623.8| 6433| 6457| 7119| 7768 8152 899.4( 957.6 1,041.9| 1,0949| 1,1484| 1,237.2
EXPENDITURES
Purchases of goods and services 231.8| 264.4| 2874| 297.2) 3415| 3686| 3754| 377.8| 399.0, 41611 4499| 4389
Defense (160.7) (187.3) (210.4) (228.5) (252.7) (275.4) (290.0) (296.3) (301.3f (309.1) (327.6) (308.3)
Nondefense 714y (771)  (77.0) (68.7) (88.8f (93.2f (854) (815 (97.7) (107.0§ (122.3) (130.6)
Transfer payments ........ 281.3| 3128| 3475| 3522| 3740f 3946 4111 4332] 4620 504.7| 5364| 5909
DOMESHIC {0 PEISONS™) ovurrrrermscerermrrermerrensiensons (274.6) (305.6) (339.8) (342.2) (360.6) (380.4) (399.3) (420.5) (448.5) (488.2) (535.0) (573.5)
Foreign (6.7) (7.2) (7.7 9.9 (134) (143) (1.8 (128 (13.5) (16.5 (1.4 (17.4)
Grants-in-aid to State and local governments 90.1 83.4 85.7 90.7 97.8| 107.4] 103.1 108.3| 1158] 1283| 1481 1602
Net interest paid 66.7 82.2 906| 109.7| 1283| 1346| 139.3| 1488| 167.7] 1821 199.1] 2093
Subsidies less current surplus of Government enter-
prises 12.5 13.0 20.9 233 20.7 228 314 336 277 220 18.6 19.7
Wage disbursements less accruals ........ccovveneirinnens -0.1 ' 04 —0.1 01 ] -01 {01518 IOVPOURPIUPOIO VOUTRPRRPRINS PRSPPI SN
Total expenditures ............coeoverrorermmrsreconennnes 682.4; 7559 8324 873.0| 9623 1,028.0( 1,060.0| 1,101.8( 1,172.2| 1,247.9| 1,353.0| 1,419.4
DefiCit (<) ovvvervvrecreierncnscersnererer s -585| -1126| -186.7| -161.0{ —1855| 2128} -160.7| -144.1| -130.3| -158.2] -203.6( —181.8

*$50 million or less.

Note.—The estimates for 199092 are preliminary; revisions will be published in the February 1991 issue of the Survey of Current Business.
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Table XVI-2. RELATIONSHIP OF THE BUDGET TO THE FEDERAL SECTOR, NIPA
{In billions of doltars)

1986 1987 1988 1989 1990 1991 1992
Receipts
Unified budget receipts 769.1 854.1 909.0 990.7 [ 1,0313| 10914 1,1650
Government contributions for employee retirement {grossing) 33.7 354 386 413 445 48.4 52.0
Other netting and GroSSING ......ceiimriiiss s s srssrees 126 139 16.3 19.9 19.1 205 216
TIMING AdJUSIMENLS .....occeovirirci st 1.3 -25 4.7 -84 20 -9.8 0.8
Ge0graphic @XCIUSIONS ........covvereiicr s bbb s s s s =151 17 -1.6 -1.8 20 -2.2 23
OHNET oot e e bR R et * 0.1 0.1 0.0 | e | s | v
NIPA TECRIPIS .vvvvererncerrccrectsessis s ssssssssssissssssssssssssessasssnes 815.2 899.4 957.6 | 1,0419] 10949 11484 | 12372
Expenditures
Unified budget OULIAYS .......ccoovvvieienic it es 990.3 | 1,003.8 | 1,064.1 | 11441 1,251.7{ 14096 | 14459
Government contributions for employee retirement (grossing) ............ccewveeerierrnrernnecneimmensiersiienn: 33.7 354 386 413 445 484 52.0
Other netting and grossing 126 139 16.3 19.9 19.1 205 21.6
Lending transactions ....... -14.0 14 04 1.3 7.2 -85 -10.6
Deposit insurance and other financial transactions 3.2 -3.0 -12.8 -23.4 571 | -110.2 -83.8
Defense timing adjustment .......c.ccovnermrneensicenenens 4.1 6.8 48 -4.9 53 -0.9 0.4
Other timing adjustments ... 1.0 6.4 -3.1 04 238 —0.4 0.2
Geographic exclusions ................... -54 5.4 -55 -6.0 —-6.2 6.8 -71
Bonuses on outer continental shelf land leases 2.1 1.6 13 0.8 0.7 11 05
OFRET et 0.4 -0.8 -15 -14 -04 -0.7 0.7
NIPA expenditures 1,0280 | 1,0600 | 1,101.8| 1,722 | 1,2532 1 123521 | 1,419.0

Federal Sector Expenditures

Tables XVI-1 and XVI-3 show expenditures in the
six major NIPA categories, which are very different
from the budget categories.

Purchases of goods and services include the goods
and services purchased by the Federal Government, in-
cluding employee compensation. This category is di-
vided into defense and non-defense components.

Transfer payments is the largest expenditure cat-
egory. Domestic transfer payments are mainly for in-
come security programs, such as social security and
medicare. Foreign transfer payments include grants to
foreign governments and payments under social secu-
rity and other similar programs to individuals living
abroad.

Grants-in-aid to State and local governments are de-
signed to help finance a range of programs. Grants
are for income security, capital expenditures for infra-
structure, and other purposes.

Net interest paid is the interest paid by the Govern-
ment on its borrowing, less interest received on its lend-
ing.

Subsidies less current surplus of Government enter-
prises consists of two elements: (1) subsidy payments
for resident businesses (including farms); and (2) the
current surplus (or deficit) of “Government enterprises”,
such as the Postal Service, which are business-type op-
erations of Government that usually appear in the
budget as public enterprise revolving funds. NIPA sub-
sidies do not include the imputed credit subsidies esti-
mated as part of credit reform in the budget. Rather,
they are categorized as financial transactions and are
excluded from the NIPAs.

Wage disbursements less accruals is an adjustment
that is necessary when wages are earned in a different
period than they are paid.

Differences in the Estimates.

Since the introduction of the unified budget in Janu-
ary 1968, NIPA receipts have exceeded budget receipts
in each year, due principally to the imputed employer
contributions for employee retirement. NIPA expendi-
tures have usually been higher than budget outlays
for the same reason. However there are two components
of budget outlays that are sometimes sufficiently large
to overwhelm the grossing adjustments. These are fi-
nancial transactions and payments to U.S. territories.
Budget outlays were greater in 1980, 1989, and 1990.
With the enactment of credit reform, effective in 1992,
lending activity with the public as recorded in the budg-
et will be treated in a way that is closer to the NIPA
treatment. Disbursement and repayment of loans will
occur outside the budget as in the NIPAs, and only
imputed credit subsidies will remain as budget outlays.
However, this narrowing of differences in lending activ-
ity is likely to be overwhelmed by large increases in
other financial transactions, principally outlays for the
resolution of failed financial institutions.

Since 1968, the consolidated on-budget plus off-budg-
et surplus or deficit has exceeded the Federal surplus
or deficit as measured in the NIPAs in all but three
years. In 1992, the consolidated budget deficit is esti-
mated to be $280.9 billion, while the NIPA deficit is
estimated to be $181.8 billion.

Table XVI-1 displays Federal transactions using
NIPA concepts with actual data for the years
1981-1990 and estimates for 1991 and 1992 consistent
with the Administration’s budget proposals. Table
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XVI-2 displays the reasons for differences between the 1947-1992 are published in Part Seven, tables 14.1
data using budget concepts and NIPA concepts. Table and 14.2. Additional details will be published in the
XVI-3 displays quarterly data using NIPA concepts be- February 1991 issue of the Department of Commerce
ginning in October 1989. Annual NIPA data from publication, Survey of Current Business.

Table XVI-3. FEDERAL RECEIPTS AND EXPENDITURES IN THE NIPAs, QUARTERLY, 1990-92

(In billions of dollars; seasonally adjusted at annual rates)

Actual Estimate
Description Oct—Dec. Jan~Mar. Apr.—June July-Sept. Oct—Dec. Jan.-Mar. Apr.—-June July-Sept. Oct.-Dec. Jan—Mar. Apr.—June July—Sept.
1989 1990 1990 1930 1990 1991 1991 1991 1991 1992 1992 1992
RECEIPTS
Personal tax and nontax receipts ........... 469.6 473.6 4921 500.0 5071 4959 503.9 515.1 525.9 534.7 546.1 557.5
Corporate profits tax accruals ................. 101.3 106.5 109.2 114.2 1119 118.0 109.7 1139 1184 120.0 119.4 1224
Indirect business tax and nontax aceru-
als . 58.7 60.6 60.5 61.0 64.9 727 727 727 733 75.0 753 75.6
Contributions for social insurance .......... 426.1 439.9 4440 450.6 452.2 464.2 468.2 4745 4825 4971 504.7 512.2
Total receipts .........ccconercnn. 1,055.7 | 1,0806 | 1,1058 | 1,259 | 1,136.1 | 1,1508 | 1,1545 | 1,176.1 | 1,2000 | 1,226.7 | 1,2454 | 1,267.6
EXPENDITURES
Purchases of goods and services .......... 399.9 410.6 421.9 4258 4385 470.9 483.0 431.2 427.0 438.6 442.6 4476
DEBNSE wooeorreesecrseereseeoe | 292 (3072)| (3006)] (3126)] (3265)| (3505)| (3362)| (3014)] (297.1)| (307.5)| (311.8)] (317.2)

Nondefense ...
Transfer payments .....

(1007)| (1034)| (1123)| (1132} (112.0)] (1204){ (126.8) (129.8) (1299)| (131.1)| (130.8)| (130.4)
4879 | 5034 | 5104 | 5132 | 5097 | 5328 | 5461 | 5561| 5736| 5927 | 5960 | 599.4

Domestic (“to persons”) ............ (470.5)| (490.3)| (491.4)[ (496.1)| (508.7)| (536.8)| (544.5)] (549.1)| (554.7)| (575.8) (579.1)| (582.5)

Lol O (17.3) (13.1) (18.9) (17.0) (1.0) (—4.0) (16) (7.0) (18.9) (16.9) (16.9) (16.9)
Grants-in-aid to State and local govern-

ments 1215 1285 1315 129.8 132.5 146.3 154.3 159.0 158.8 159.4 160.5 161.8

Net interest paid 1 1752 1781| 1843 | 1898 | 1931| 1975| 2015| 2043| 2063| 2083 2103| 2123

Subsidies less current surplus of Gov-

ernment enterprises ............... 213 28.3 23.8 13.1 26.1 16.6 15.9 155 20.1 19.0 19.9 19.5
Wage disbursements 185S aCCTUAIS ........ [ .oovreervviens | cvrceernerienins | vverrmernneins | oveerieneenneinn | rvecensnconenne | veremensonees | sveeenreennenns | covenenmencnns | vevoversnernnes | ernnereneesneens | soveomsssencenns | sevensussnsesens
Total expenditures ................... 1,2058 | 1,2488 | 1271.7 | 12716 | 1,2999 | 1364.1 | 1,380.8 | 1,366.1 | 13858 ( 1,418.0 | 14293 | 1,4406

Deficit .......cooooonernrecerenen -150.1 | -1683 | -166.0 | -145.7 | -1638 | -2134 | -2262| -1900( -1858 | -191.2( -183.8 | -1729
Note.—Because of the methods normally used to seasonally adjust NIPA data, the average of seasonally adjusted data for the 4 quarters of a fiscal year may not be equal to the unadjusted fiscal

year total.

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



XVII. TRUST FUNDS AND FEDERAL FUNDS
PRESENTATION

Part Six-9

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



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



XVII. TRUST FUNDS AND FEDERAL FUNDS PRESENTATION

The budget consists of two major groups of funds:
Federal funds and trust funds.

The Federal funds group, which comprises the larger
part of the budget, includes all transactions not classi-
fied by law as being in trust funds. The main compo-
nent of the Federal funds group is the general fund,
which is used for the general purposes of the Govern-
ment instead of being restricted by law to a specific
program. It consists of all receipts not earmarked by
law to finance other funds, including virtually all in-
come taxes, and all outlays financed by these receipts
and by general Treasury borrowing.

The Federal funds group also includes special funds
and revolving funds. Special funds are financed by ear-
marked receipts. Where the law requires that Federal
fund receipts from a specified source be earmarked to
finance a particular program, such as the license fees
deposited into the land and water conservation fund,
the receipts and associated outlays are recorded in spe-
cial receipt and expenditure accounts. Revolving funds,
such as the Postal Service fund, conduct continuing
cycles of business-type activity. They charge for the
sale of products or services and use the proceeds to
finance their spending. The proceeds are credited to
the fund that makes the expenditure.

Trust funds are accounts that are financed by taxes
and other receipts earmarked by law for specific pur-
poses and that are designated by law as “trust funds.”
The predominant trust fund activity is social insurance,
such as social security, medicare, and unemployment
compensation. Other major trust funds are for Federal
employee retirement, highway construction, and airport
and airway development. These programs are net trust
funds in the private sector meaning of assets held in
a fiduciary capacity for someone else. The Federal Gov-
ernment owns the assets and, by enacting a law, can
change the future receipts and the terms under which
a fund’s resources are spent. Trust funds are like spe-
cial funds (or, in a few cases, like revolving funds)
except that they are designated a “trust fund” by law.

Table XVII-1 shows the receipts, outlays, and surplus
or deficit by fund group and whether the transactions
are on-budget or off-budget. The total on-budget re-
ceipts and outlays are the sum of the on-budget Federal
fund and trust fund receipts and outlays, respectively,
minus a deduction for the interfund transactions be-
tween the two groups. Interfund transactions are out-
lays of a fund in one group and receipts of a fund
in another group, such as the payment of interest by
the general fund to the hospital insurance trust fund
on its holdings of Treasury debt. Since the receipts

from interfund transactions are not receipts from the
public and the outlays are not outlays to the public,
these transactions must be subtracted when Federal
fund and trust fund amounts are added so that the
budget totals for receipts and outlays will record only
transactions with the public.

The off-budget Federal entities, discussed in the pre-
vious section, consist of the social security trust funds
and the Postal Service fund (which is a Federal fund).
Total off-budget receipts and outlays are added together
in the same way as on-budget receipts and outlays.
The on-budget and off-budget totals may themselves
be added together, as shown in table XVII-1, to arrive
at the total receipts, outlays, and surplus or deficit
of the Federal Government. The latter totals generally
represent the net fiscal transactions of the Federal Gov-
ernment with the public.

The on-budget and off-budget amounts are added
without any adjustment for interfund transactions. This
is because the interfund transactions between on-budg-
et and off-budget are treated in a special way so that
the on-budget and off-budget amounts can be added
into a consolidated total without any further adjust-
ment. Interfund payments from on-budget to off-budget,
such as the interest paid to social security on its hold-
ings of Treasury debt, are not included in off-budget
receipts; instead they are subtracted in deriving off-
budget outlays. Interfund payments from off-budget to
on-budget are treated symmetrically.

This treatment is displayed in the bottom panel of
table XVII-2. The first line shows the cash income and
outgo of the social security trust funds. The next line
shows the interfund receipts from on-budget: interest,
a transfer from the general fund equal to the income
tax collected on social security benefits, the employer
share of the social security contribution for Federal em-
ployees, and a small amount from other sources. The
final line shows receipts and outlays, both net of these
interfund transactions. These are the off-budget trust
fund receipts and outlays in table XVII-1. Social Secu-
rity outlays are considerably less than cash outgo: an
estimated $35.8 billion in 1992. More detail and more
years are shown in Part Seven, “Historical Tables,”
table 13.1, where the estimated difference is shown to
grow to $61.2 billion in 1996.

Table XVII-2, besides its detail on social security,
displays the receipts, outlays, and balances of the major
trust funds or groups of closely related trust funds.
The trust fund balances are primarily invested in
Treasury securities.
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Part Six-12 THE BUDGET FOR FISCAL YEAR 1992

Table XVil-1. RECEIPTS, OUTLAYS, AND SURPLUS OR DEFICIT BY FUND GROUP

(In billions of dofiars)

1990 actual 1991 estimate 1992 estimate 1993 estimate 1994 estimate 1995 estimate 1996 estimate
Receipts:
On-budget:
Federal fUNAS ..ottt essss s 634.1 667.9 7124 764.4 838.8 906.6 968.0
TOUSE FUNGS .oovverriercrirc ettt seenees 255.2 273.1 2934 313.2 3335 359.1 380.5
Interfund tranSaCHONS ........cvcveerecrrreimeerenensies st seenens —-139.6 -147.8 -156.0 -163.6 -172.5 -188.2 —204.9
Total, on-budget rECEIPES ......ovverrererreirerrersrerrcercee i 749.7 793.2 849.8 914.0 999.8 1,077.5 1,143.5
Off-budget:
FEATAl FUNAS ..ot sesessressrenssesens | eresenssnmesmnens | evconcreneescrsenine | eremmeonminniinnns | srressssissesssins | sossresssssessessse | seessssssessreneas
TIUSE FURAS coooevveereecteeert st e sb st 338.7 365.5 389.8
Total, off-budget receipts ................... 3387 365.5 389.8
Total, Federal Government receipts 1,252.7 1,365.3 1,467.3
Outlays:
On-budget:
Federal funds 973.2 1,104.2 1,119.1 1,104.8 1,058.5 1,087.9 1,139.1
Trust funds .............. 193.1 2153 2311 246.6 264.3 284.1 311.9
Interfund transactions .. -139.6 -147.8 -156.0 -163.6 -1725 -188.2 —204.9
Total, on-budget outlays 1,026.6 1,171.7 1,194.2 1,187.8 1,150.2 1,183.8 1,246.1
Off-budget:
Federal funds 16 0.1 —1.1 1.0 0.7 0.5 -0.7
Trust funds 2234 2378 252.8 265.4 276.2 286.0 295.4
Total, off-budget outlays ... 2251 2379 251.7 266.4 276.8 286.5 294.7
Total, Federal Government oUtays ......c.cocoveevervrorermvrenscneonnies 1,251.7 1,409.6 1,445.9 1,454.2 1,427.1 1,470.3 1,540.8
Surplus or deficit (-):
On-budget:
Federal funds ... -339.0 —436.3 ~406.8 -340.4 -219.7 -181.3 ~171.1
Trust funds 62.1 57.8 62.3 66.5 69.2 75.0 68.6
Total, on-budget surplus or deficit (-) -277.0 -3785 344 4 —273.8 —150.4 -106.3 -102.6
Off-budget:
Federal funds -1.6 —0.1 11 -1.0 -0.7 -05 0.7
Trust funds 58.2 60.4 624 733 89.3 103.9 121.8
Total, off-budget SUIRIUS ......cocommmivimriin s 56.6 60.4 63.6 72.3 88.7 103.4 122.5
Total, Federal Government surplus or deficit (—) —220.4 -318.1 —280.9 2015 —61.8 -29 19.9
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XVII. TRUST FUNDS AND FEDERAL FUNDS PRESENTATION Part Six-13

Table XVII-2. RECEIPTS, OUTLAYS, AND BALANCES OF TRUST FUNDS

{In billions of dollars)

Receipts Outlays Balances'
e 100 achal | oinle | edinae | 100 Akl | G | i | 1990w || 0
On-budget:

Airport and airway trust fund 49 6.3 6.9 35 5.4 5.8 14.4 15.3 16.4
Federal employees retirement funds 53.0 56.5 59.8 315 34.0 355 240.7 263.1 287.4
Foreign military sales trust fund . 10.3 10.3 10.0 9.3 10.1 10.3 5.7 6.0 5.7
Heaith insurance trust funds ... . 125.2 134.1 148.4 109.7 116.3 126.7 92.7 92.7 92.8
Highway trUSE UNDS ..o 15.4 18.3 19.4 15.3 15.6 16.8 16.3 18.9 21.2
Military retirement fURA ..ot 340 35.6 36.2 215 23.0 247 77.7 90.2 102.4
Railroad retirement trust funds 10.3 113 11.3 9.7 10.1 10.7 85 9.0 9.0
Unemployment trust fund ............ 25.9 253 26.8 20.3 28.4 28.7 45.1 42.0 40.1
Veterans life insurance trust funds .. 15 15 1. 1.2 1.3 1.3 124 12.6 12.7
Other trust funds ... 5.2 6.4 6.1 1.6 35 44 25.5 28.8 30.9

Subtotal 285.7 3055 3271 223.6 2477 264.8 539.0 578.6 618.8
Intrafund receipts from on-budget 0.1 = = 0.1 = = e | v | e
Intrafund receipts from off-budget -3.0 -3.6 -3.3 -3.0 -3.6 -3.3

interfund from off-budget ............ -39 -5.0 54 -39 -5.0 -54
Proprietary receipts from the public -235 -23.9 —24.5 -235 -239 -24.9
Total, ON-BUGGEL ...cocvverire e 255.2 2731 293.4 193.1 2153 231.1

Off-budget:
Social security trust funds:

Cash income and outgo 307.9 329.8 351.1 249.7 269.4 288.6 335.0
Interfund receipts from on-budget ... . -26.3 -315 ~35.8 -26.3 -315 ~35.8 | s | e | v
Proprietary receipts from the public T IR e | e | v | e s
Total, off-budget (social SECUTitY} ......covvvecrercrirereinrrnen 281.7 298.3 315.3 2234 2378 252.8 2149 2725 335.0
TOMAI vt 536.8 571.3 608.7 416.6 453.1 483.9 753.9 851.1 953.8

*$50 miilion or less.
Balances available on a cash basis (rather than an authorization basis) at the end of the year. Balances are primarily invested in Federa! debt securities.
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XVIII. PHYSICAL CAPITAL PRESENTATION
FEDERAL PHYSICAL CAPITAL AND OTHER CAPITAL OUTLAYS

The importance and role of Federal and private in-
vestment for the future of the Nation are discussed
broadly in Chapter IV, “Investing in the Future.” In
contrast this section classifies Federal outlays into sev-
eral more technically defined categories of physical and
other capital. As noted in the introduction to Part Six,
this presentation is an alternative way of dividing up
the unified budget totals, as opposed to a replacement
of the existing structure. This presentation has been
a part of the budget for a number of years.

The major categories for physical and other capital
are: major public physical capital, conduct of research
and development, conduct of education and training,
financial capital outlays, and other capital. The tech-
nical presentation in this section provides continuity
with previously published analyses, is consistent with
physical capital and research and development data
extending back to the 1940s that appear in Part Seven,
“Historical Tables,” presents detailed data by program,
and estimates nondefense physical capital net of depre-
ciation.

The section that follows this one, “Supplemental
Physical Capital Information,” is provided in accordance
with the requirements of the Federal Capital Invest-
ment Program Information Act of 1984. It uses defini-
tions specified in the Act, which are different from
those in this section or elsewhere in the budget.

Capital outlays are outlays that yield long-term bene-
fits. They take several forms and are made for many
purposes. They are in the form of grants to State and
local governments and direct Federal outlays. They can
be for physical capital, which yields a stream of services
over a period of years; and for research, development,
education, and training, which is less tangible but also
provides long-term benefits. They can also be for loans,
which yield monetary returns, although the loans usu-
ally provide subsidies to the borrowers as well and
therefore the face amount of the loans overstates the
value of these assets.

Inherent in the classification of these data are two
problems, one involving grants to others, and one in-
volving spending that could be shown in more than
one category.

o For some grants to State and local governments,
the recipient jurisdiction, not the Federal Govern-
ment, ultimately determines whether the money
is used to finance capital or current programs.
This analysis classifies all of the outlays in the
category where the recipient jurisdictions are ex-
pected to spend most of the money. Hence, shared
revenues are classified as current spending, al-
though some may be spent by recipient jurisdic-
tions on physical capital. Community development

block grants are classified as physical capital, al-
though some may be spent for current purposes.

¢ Some spending could be classified into more than
one category. For example, grants for construction
of education facilities finance the acquisition of
physical assets, but they also contribute to the
provision of education and training. To avoid dou-
ble counting, the outlays are classified in the cat-
egory that is most commonly recognized as capital.
Consequently the conduct of education and train-
ing does not include the cost of education facilities,
because these facilities are included in the cat-
egory of construction and rehabilitation of physical
assets. Similarly, the purchase of equipment for
research and development is included as acquisi-
tion of equipment, not conduct of research and
development.

This section is organized in three parts:

e the composition of Federal capital outlays;

¢ nondefense physical capital outlays net of depre-
ciation; and

o detailed tables.

Composition of Federal Capital Outlays

The composition of Federal capital outlays consistent
with the Administration’s 1992 budget is shown in
Table XVIII-1. These outlays are estimated to be
$241.1 billion in 1992, $1.4 billion or 0.6 percent more
than the 1991 estimate. This section initially discusses
physical capital, such as construction, rehabilitation,
and the acquisition of major equipment, and discusses
the more marginal categories (in terms of classification)
at the end, such as purchases of agricultural commod-
ities and international development activities.

Outlays for major public physical capital (hereafter
referred to as physical capital in the text) are estimated
to be $129.6 billion in 1992, $0.8 billion less than the
1991 estimate of $130.4 billion. This capital includes
primarily outlays for construction, rehabilitation, and
major equipment. Direct physical capital outlays by the
Federal Government are estimated to be $102.4 billion
in 1992, and grants to State and local governments
for physical capital are estimated to be $27.2 billion.

Direct physical capital outlays by the Federal Govern-
ment are primarily for national defense, estimated to
be $82.3 billion in 1992. Almost all of this, or an esti-
mated $75.2 billion, is for the procurement of weapons
and other military equipment, and the remainder, $7.1
billion, is primarily for construction of military bases
and family housing for military personnel.

Outlays for direct physical capital for nondefense pur-
poses are estimated to be $20.1 billion in 1992, $2.5
billion more than the 1991 estimate. The 1992 outlays
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Table XVII-1. COMPOSITION OF FEDERAL CAPITAL OUTLAYS
{In billions of dollars}

190 actial | P ostimate
Major public physical capital:
Direct:
National defense .......... 87.7 85.8 823
NONABIBNSE ....ooviieirirr st eb bt ssrs s s s 15.1 176 20.1
Subtotal, major public direct physical capital ..............coocvcomierecenrioneieneinressesenes 102.8 1035 1024
Grants to State and local governments 25.8 26.9 27.2
Subtotal, major public physical capital ... 128.6 130.4 129.6
Other physicai capital (nondefense, direCt) ........cuuineinneenreiinceriernerensirnnsssssissieenens 37 6.5 8.1
Conduct of research and development:
NatIONAl DEENSE ...t ebe ettt sbt s 41.1 39.1 416
NONABIENSE ..vvcvecerrcrsrerrres e rer st sssase s e as e bbbttt inaa 227 246 27.0
Subtotal, conduct of research and development ............cooovvemrneis s 63.8 63.8 68.6
Conduct of education and training:
DIFECE oottt bbb bbb st bR R bbbttt been 12.2 14.8 17.2
Grants to State and 10cal QOVEINMENLS ..o et s 149 16.7 17.9
Subtotal, conduct of education and fraiNiNG .......cc.cveeerrernrencrncrnrerieneeeesecnrerens 27.1 314 35.1
Loans and other financial capital 27 1.9 -5.9
Commodity inventories ................. -1.3 0.1 0.6
OHNEI .ottt st bbbt st e8RSt 7.0 59 6.3
Total, Federal capital QUHIAYS ... es e 2316 239.7 2411
National defense ... 129.5 1255 1243
Nondefense ..... 102.1 114.2 116.8

include $12.9 billion for construction and rehabilitation.
These outlays are largely for water, power, and natural
resources projects of the Corps of Engineers, the De-
partment of Interior, the Tennessee Valley Authority
and the power administrations in the Department of
Energy, and the construction and rehabilitation of vet-
erans hospitals and Postal Service facilities. Outlays
for the acquisition of major equipment are estimated
to be $7.2 billion in 1992. The largest items are for
the space program, the air traffic control system, and
the Postal Service.

Grants to State and local governments for physical
capital are estimated to be $27.2 billion in 1992, $0.3
billion more than the 1991 estimate. More than half
of these outlays, or $14.8 billion in 1992, are grants
to assist with construction of the Interstate Highway
System and other major highways. Other major grants
for physical capital are for sewage treatment plants,
community development, airports, and mass transit. In-
formation on total grants to State and local govern-
ments, both for capital and for other purposes, is avail-
able in this volume in Chapter VI.C, “Providing Federal
Aid to State and Local Governments.”

Outlays for other physical capital (nondefense, direct)
are estimated to be $8.1 billion in 1992. This category
includes eonservation programs for the improvement of
land, the purchase and sale of assets, and other activi-
ties.

Outlays for the conduct of research and development
are estimated to be $68.6 billion in 1992, $4.8 billion
more than the 1991 estimate. These outlays are devoted
to increasing our basic scientific knowledge and promot-

ing related research and development activities. They
increase our national security, improve the marginal
productivity of capital and labor for both public and
private purposes, and enhance the quality of life. More
than three-fifths of the outlays for the conduct of re-
search and development, an estimated $41.6 billion in
1992, are for national defense.

Physical capital for research and development is in-
cluded in the physical capital category.

Nondefense outlays for the conduct of research and
development are estimated to be $27.0 billion in 1992,
$2.4 billion or 10 percent more than the 1991 estimate.
This is almost entirely direct spending by the Federal
Government, and is largely for the space programs, the
National Science Foundation, health research, and re-
search for nuclear and non-nuclear energy facilities.
These programs as well as others are discussed in
Chapter IV.C., “Enhancing Research and Development
and Expanding the Human Frontier.”

Outlays for the conduct of education and training
are estimated to be $35.1 billion in 1992, $3.7 billion
more than the 1991 estimate. These outlays add to
the stock of human capital by developing a more skilled
and productive labor force. Grants to State and local
governments for this category are estimated to be $17.9
billion in 1992, more than half of the total. They are
primarily for the disadvantaged and the handicapped,
and for vocational and adult education. Direct education
and training outlays by the Federal Government are
estimated to be $17.2 billion in 1992, $2.4 billion more
than the 1991 estimate. Programs in this category are
primarily aid for higher education through student fi-
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nancial assistance, guaranteed student loan subsidies,
the veterans GI bill, and health training programs. This
category does not include outlays for education and
training of Federal civilian and military employees.
Physical capital for education and training is included
in the physical capital category.

Loans! and other financial capital include direct loan
disbursements for new loans, repayments of previous
loans, the sale of loan assets, and related activities.
Because of new credit reform legislation, loan data in
this category include activity only for loans obligated
in 1991 or earlier. Repayments, sales, and other adjust-
ments are expected to exceed disbursements by $5.9
billion in 1992. The major loan activities are for the
sale of military equipment to foreign countries, pro-
motion of exports and housing, and assistance to farm-
ers and college students. The Federal Credit Reform
Act of 1990 has changed the treatment of loans obli-
gated or guarantees committed in 1992 or later. For
these direct and guaranteed loans, only the estimated
subsidy value of the assistance is included as budget
outlays. The subsidies are not classified in this loan
category but are classified according to their program
purpose, such as for construction, education and train-
ing, or non-capital outlays. The unsubsidized cash flows
are not included in the budget. More information on
the new credit reform concepts is available in Chapter
VIIL.A., “Recognizing and Reducing Federal Underwrit-
ing Risks”.

Sales of commodity inventories are estimated to ex-
ceed purchases by $0.6 billion in 1992. These are en-
tirely for direct Federal nondefense purposes. Almost
all outlays in this category are for the purchase or
sale of agricultural products pursuant to farm price
support programs. Net sales of these commodities in
1992 are estimated to be $0.7 billion. Other outlays
in the category are for purchases of oil for the strategic
petroleum reserve.

Other capital outlays are for the collection of informa-
tion, such as by the Bureau of the Census, and for
foreign economic assistance grants for general economic
development or humanitarian needs. These outlays are
estimated to be $6.3 billion in 1992.

Nondefense Physical Capital Outlays Net of
Depreciation

This section presents data on physical capital assets
and estimates of the depreciation on these assets, which
is the reduction in value due to wear and tear, obsoles-
cence, and other factors. The difference between total
(or gross) capital formation and depreciation is net cap-
ital formation. These data are presented in constant
fiscal year 1982 dollars. Estimates have not been made
of net defense capital formation.

For many years, current and constant-dollar data on
the value of most forms of both public and private
physical capital—e.g., roads, factories, and housing—
have been estimated by the Department of Commerce

!Includes offsets for writeoffs of defaulted loans, which do not directly affect outlays.

In such cases, there is an offsetting adjustment in the category that is not for capital
outlays.

and published in the Survey of Current Business. (See
pp- 31-32 of the October 1990 issue and the references
therein.) These data include estimates of depreciation
of defense capital. However, the Commerce data are
not directly linked to the Federal budget and do not
include estimates for the years covered by the budget.
For budgetary purposes, OMB had to prepare separate
estimates.

The estimates were developed first of all from the
OMB historical data base for Federal nondefense phys-
ical capital outlays and grants to State and local gov-
ernments for physical capital. These are the same
nondefense physical capital outlays presented in the
previous section. This data base extends back to 1940
and was supplemented by rough estimates of such
spending during 1915-1939.

The resulting series of physical capital outlays in cur-
rent dollars was adjusted to constant fiscal year 1982
dollars using price deflators for Federal nondefense cap-
ital purchases. The resulting constant dollar series is
shown as gross capital formation in Table XVIII-2.
These constant dollar historical data were then depre-
ciated on a straight-line basis over the following as-
sumed useful lives: 40 years for capital financed by
grants (primarily highways); 46 years for water and
power projects; 30 years for other nondefense construc-
tion and rehabilitation; and 16 years for major equip-
ment. The difference between gross capital formation
and depreciation is shown as net capital formation.

These data should be viewed as rough approxima-
tions. They have substantial margins of estimating
error and provide only a basis for broad generalization.
The sources of error include:

o The extended historical outlay series.—The histori-
cal data series was extended back from 1940 to
1915 using data from selected sources. There are
no consistent outlay data on nondefense physical
capital for this period, and the estimates are ap-
proximations.

e Price adjustments.—The replacement cost of the
Federal stock of nondefense physical capital has
increased through time, but the rate of increase
is not known exactly. An estimate of replacement
costs in fiscal year 1982 prices was made through
the application of the National Income and Prod-
uct Accounts deflator series for Federal, State, and
local purchases of durables and structures indexed
to fiscal year 1982 prices. There are no specific
price indices for public purchases of durables and
structures for 1915 through 1939, and estimates
were made on the basis of Census Bureau histori-
cal statistics on constant price public capital for-
mation.,

e Depreciation estimates.—The wuseful lives of
nondefense physical capital are very uncertain.
This is compounded by using estimated lives for
broad classes of assets, which do not apply uni-
formly to all the components of each group. The
depreciation rate is also very uncertain, and
straight-line depreciation may not be the most ac-
curate method.
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The data in Table XVIII-2 show that net physical
capital outlays, measured in constant dollars, generally
increased between 1960 and 1970. It also generally in-
creased during the 1970s, when depreciation was large-
ly based on the relatively low physical capital spending
of the 1940s and 1950s, so gross capital outlays pri-
marily added to the capital stock rather than replaced
capital. However, with the passage of time, the capital
stock became larger, and consequently depreciation
grew. More and more gross physical capital outlays
were required just to maintain the size of the capital
stock. Since the early 1980s, gross physical capital out-
lays have remained relatively constant. Depreciation
continued to rise because of capital outlays in earlier
years. As a result, net capital outlays declined in the
1980s.

The composition of nondefense public physical capital
outlays—on both a gross and a net basis—has changed
substantially. Before the mid-1950s, direct nondefense
physical capital outlays exceeded grants for physical

capital outlays, on both a gross and a net basis. How-
ever, by the end of the 1950s, after construction of
the Interstate Highway System had begun, grants for
physical capital substantially exceeded direct physical
capital outlays. This relationship has continued on a
gross basis, but the trend on a net basis has changed.
With increasingly higher depreciation relative to gross
physical capital outlays for assets financed by grants,
net physical capital outlays for grants are estimated
to be less than net direct physical capital outlays in
1992,

Detailed Tables

Tables XVIII-3 and XVIII-4 provide detail on the
composition of physical and other capital outlays. They
provide two basic displays. Table XVIII-3 shows data
on national defense and nondefense capital outlays, and
Table XVIII4 shows data on capital grants for State
and local governments and for direct Federal capital
outlays.

Table XVIil-2. COMPOSITION OF GROSS AND NET FEDERAL AND FEDERALLY FINANCED NONDEFENSE PUBLIC PHYSICAL CAPITAL OUTLAYS

IN CONSTANT (1982) PRICES
{In billions of dollars}
Total nondefense capital Direct Federal capital Capital financed by Federal grants
Composition of net Composition of net capital
capital
and Other (mainly dz%;g; and environ- er
power highways} ment ment
Five-year intervals:
1960 18.1 75 10.6 5.9 41 1.8 1.2 0.6 12.2 34 8.8 9.0 -0.3 -0.2 0.3
1965 26.0 9.8 16.2 8.7 47 4.0 1.9 2.1 173 5.1 122 10.8 1.2 = 0.2
1970 25.4 121 13.3 6.1 49 1.2 0.9 0.2 19.3 72 12.4 75 33 0.3 1.0
1975 26.4 14.9 115 8.2 5.7 25 241 0.5 18.2 9.3 8.9 33 25 29 0.3
1980 33.6 17.8 15.8 9.1 6.6 26 17 0.9 245 113 13.2 53 4.2 42 -05
Annual data:

1985 34.3 21.3 13.0 114 75 39 0.6 33 22.9 13.8 9.1 5.8 20 1.7 -0.4
1986 ... 34.5 221 124 11.0 78 32 0.3 29 235 14.4 9.1 6.5 14 1.7 -04
1987 ... 334 228 10.6 12.3 8.0 43 0.7 36 214 148 6.3 46 0.8 1.3 0.4
1988 ... 35.4 23.7 11.7 143 84 59 0.9 5.0 2141 153 58 4.7 0.6 0.9 -0.4
1989 ... 334 24.6 8.9 13.3 8.8 4.4 0.3 4.1 202 15.7 4.4 3.9 0.3 0.6 -0.3
1990 34.8 25.4 9.4 14.0 9.2 4.8 0.8 4.0 209 16.2 4.7 44 * 0.6 -0.4
1991 estimate .. 36.2 26.4 9.8 1586 9.7 59 0.3 56 20.6 16.7 38 3.7 = 0.5 -03
1992 estimate .......... 36.5 273 9.2 16.7 10.3 6.4 0.9 5.6 19.8 171 2.8 2.9 -0.3 0.3 -0.1

*$50 million or less.
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Table XVII-3. DETAIL OF FEDERAL CAPITAL OUTLAYS BY DEFENSE
AND NONDEFENSE

{In millions of doliars)

Table XVIII-3. DETAIL OF FEDERAL CAPITAL OUTLAYS BY DEFENSE
AND NONDEFENSE—Continued

{in millions of dollars)

1990 actual 1991 estimate | 1992 estimate 1990 actual 1991 estimate | 1992 estimate
CAPITAL OUTLAYS: Other 1,293 1,761 2,094
NATIONAL DEFENSE: _— .
- ’ 8 . Subtotal, acquisition of major
Major public physical capital: :

Construction and rehabilitation: EQUIPMENE ..vcrvcerrenmmecmecireisien 5,165 6,613 7,160
Military construction .. 4,575 4,019 4,020 Other physical assets (grants) 585 587 641
Family housing 607 490 440 . . .

Atomic energy defense activities Sug;otﬁl;l major public _ physical 40.745 44.345 47997
NG OMNEY .o 1,268 1,745 2,669 s : ' :
! Other capital outlays:
Sug.‘l‘.’t""t': consiruction and reha- 6451 6255 7129 Other physical assets (difect) ... 3,676 6,524 8,057
11111111 RN S \ , Conduct of research and
Acquisition of major equipment: developmept:
Procurement ...........vmmeneumeniurnnes 80,858 79,098 74,300 General science, space, and
Atomic energy defense activities technology:
and other 545 682 908 NASA ..orirnccrrermsesissi 5,624 6,158 6,859
- ) National Science Foundation .... 1,520 1,702 1,936
Subtotal, acquisition of major Other general SCIENCe ........ccc... 784 897 1,076
SQUIPMENE evvvcrreeesrcisrssannnanins 81,403 79,779 75,208 )
) ) . Subtotal, general science,
Subtotal, major public physical space, technology .......... 7,927 8,757 9,872
(o711 - | O 87,854 86,034 82,337
] Energy 2,342 2,435 2,813
Other capital outlays: Transportation:

Conduct of research and Department of Transportation ... 272 365 407
development 8 247 26363 28,655 NASA ..o 701 816 908
Defense military ........coocerereveerirenne 38,24 , X .

Atomic energy and other .......... 2,831 2,785 2919 Subtotal transportation .......... 973 1,181 1315
I, def arch an Health:
sugteovtzlépd“?eenr:se rese C ...... d 41,078 39,148 41574 National Institutes of Health ...... 7,092 7,320 7,736
""""""" ! ’ ! All other health .........ccccooererrmnrns 1,162 1,408 1,528
Other ouiays ....cc.ocvenvvnvernrenenscnerisnnns 555 356 383 Subtotal, health ..o 8.253 8728 0264
ital outlays ....... , , 41, .
Subtotal, other capital outiays 4,634 33,504 1,957 AGHCURUI ...roereveecncariveressnreenneane 937 987 1,022

Subtotal, national defense capital Natural resources and environment 1,220 1,376 1,434
outlays 129,488 125,539 124,293 All other research and develop-

ment 1,081 1,157 1,325
NONDEFENSE:
Major public physical capital: Subtotal, conduct of research
Construction and rehabilitation: and development ...........c..... 22,732 24,620 27,044
Highways .......... S —— 13,972 14,116 14,837 Conduct of education and training:
Mass transportation 3,142 33N 3,051 Department of Education:
Rail transportation . 36 91 149 Higher education ................... 7,795 9,737 11,797
Air transportatlon 1,312 1,567 1,723 E|ememaryv secondarY, and vo-
Water transpor!allon ....................... 99 126 124 cational education .....oeveeenn. 9’559 11’095 12’275
Community development  block Other 412 436 398
GRANS eeoerenssiinaenemmennnsressesnsenne 2,818 3,073 3,097
Urban development acton grants .. 209 210 200 Subtotal, Department of Edu-
Other community and regional de- CAtON ..ocvrvcrirrciieinine 17,766 21,269 24,470
VEIOPMENt ovvrrcvenonsrsiisrso 834 895 790 Veterans readjustment benefits ..... 441 495 574
Pollution control and abatement ... 3,163 3,438 3,403 Training and employment pro-
Water resources .........oruiisnans 2,669 2,925 2,906 grams 3,890 3,954 4,133
Other natural resources and envi- Health training ........... 1,176 1,313 1,337
TONMENE ..o 926 1,111 1,203 Other education and training ......... 3,783 4,344 4518
Energy 2,557 2,081 2,956 ,
Veterans hospitals and  other Subtotal, conduct of education
BEAIN .ccvvvrvereerreenneerneersenes 879 892 1,088 UL o JO— 27,056 31,374 35,031
Postal Service . 1,070 1,961 926 Loans and other financial capital:
Other programs 1,309 1,886 2,974 Loans:
Subtotal, construction and reha- K‘éﬁ?j&‘:’;"’" LG L _;igg a“gg ‘ggég
11E: {101 RO 4, 7,14 39,426 ! T T
bilfation 34995 | 3148 Mortgage credit . Sl 30 2,945 91

Acquisition of major equipment; Deposit insurance ... -2,195 807 -114

Air transportation .................oeeeees 1,344 1,688 1,761 Other advancement of com-
Other transportation ... 340 420 452 MEICE <.vvreverssieeneerersesssssessans -358 -179 -170
Space flight, control, and data Transportation —562 39 166
COMMUNICALIONS ....oconmerrcrrsrannries 1,793 2,009 1,869 Disaster relief 401 -36 —424
General science and basic re- Other community and regional
SEANCH ot snnensssianae 148 241 199 development ..., 264 234 259
Postal SEMVICE ......cc.ccrneermmreerraessecns 247 494 784 Bducation .......ccoovcermrrriennrrren 3,288 1,336 692
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Table XVIi-3. DETAIL OF FEDERAL CAPITAL OUTLAYS BY DEFENSE Table XVIII-3. DETAIL OF FEDERAL CAPITAL OUTLAYS BY DEFENSE
AND NONDEFENSE—Continued AND NONDEFENSE—Continued
{in mitions of doars) {in milions of doflars)

1990 actudl | 1991 estimate | 1992 estimate 1990 actual | 1991 estimate | 1992 estimate
Other 2,866 892 -232 Strategic petroleum reserve ........... 268 33 51
Subtotal, 0ans .............oeceeeeens 1,894 452 ~7,503 Subtotal, commodity inventories -1,355 -151 —614

Other financial capital: Other outlays:
International development ......... 688 1,307 1,484 Collection of information ................ 2,926 2,093 1,979
Other 130 164 148 International development .............. 3,501 3,468 3,951
Subtotal, other financial cap- Subtotal, other outlays ............... 6,517 5,561 5,930
1| OO 818 1,471 1,632 Subtotal, other capital outays ...... 61,339 69,852 69577

Subtotal, loans and other finan-
O Subtotal, nondefense capital out-
cial capital ........c.co.corcurrvrennrnen 2,713 1,922 -5,871 lays 102,084 114,197 116,803
Commodity inventories:

AGACUUIE . -1,622 -184 666 Total, capital outlays ...........c..... BIS572 | 289735 | 241,087
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Table XVIIl-4. DETAIL OF FEDERAL CAPITAL OUTLAYS BY GRANTS AND

DIRECT FEDERAL PROGRAMS

(In miliions of dollars)

Table XVIil-4. DETAIL OF FEDERAL CAPITAL OUTLAYS BY GRANTS AND
DIRECT FEDERAL PROGRAMS—Continued

{In millions of dollars)

1990 actual 1991 estimate 1992 estimate 1990 actual 1991 estimate 1992 estimate
GRANTS: 3,125 4,110 4,506
Major public physical capital: _— .
Construction and rehabilitation: Subtotal, acquisition  of  major
Highways 13,961 14,059 14,798 quIPMENt ..o 86,568 86,392 82,368
Mass transportation . 3,142 3371 3,051 Subtotal, major public physical capital | 102,794 | 103457 | 102,386
Rail transportation 16 20 3
Air transponation ................................ 1,220 1,434 1,575 Other Capi(a| outlays:
Pollution control and abatement — 2,533 2,673 2,559 Other physical @SSELS ..........coorervvrenres 3,676 6,524 8,057
Other natural resources and environ- Conduct of research and development . 63,465 63,399 68,225
MENY s 165 195 143 Conduct of education and training:
Community development block grants 2,818 3,073 3,097 Veterans benefits and Services .......... 573 643 729
Urban development action grants ..... 209 210 200 Higher €dUCatION .......c..vrrrrc 7,704 9,636 11739
Other community and regional devel- 12 753 640 Elementary and secondary education 521 748 801
opment : Employment and training 848 905 984
Other construction ... 446 547 442 Health training ... 1152 1.096 1320
Subtotal, construction and rehabili- 1071111 RO 1,374 1,531 1,617
1110 N 25,220 26,334 26,537 Subtotal, conduct of education and
Other physical assets ........ccoovnerennnns 585 587 641 11111147 RN 12,172 14,759 17,190
Subtotal, major public physical capital 25,805 26,922 27177 Loans and other financial capital:
Loans:

Other capital outiays: International affairs ........ -398 -743 5,512
Conduct of research and development .. 345 370 393 Energy supply 116 1.429 '_57
Conduct of education and training: Agriculture _4446 _3’229 _o 958

Training and employment .......c..cc..c.... 3,042 3,049 3,149 Mortgage credlt 3’03 4 2’945 ! 91
Elementary and secondary education 9,281 10,742 11,853 Deposit insuran o . _2195 807 _114
L0713 N 2,589 2,859 2,899 Other advancement of commerce 358 179 _170
Subtotal, conduct of education and Transportation .............coccmceeeeeonee -562 39 166
LU 1o T 14,912 16,650 17,901 Disaster relief and insurance ......... 401 -36 —424
! . ! Higher education .........ccocccercvnnnes 3,288 1,336 692
Collection of infOMMATON ... 68 8 5 Veterans benefits and services ..... 2,648 67 ~493
Subtotal, other capital outlays .......... 15,326 17,105 18,351 Housing assistance --26 99 -53
) 0.1 S 344 516 581

Subtotal, grants for capital outlays 41,131 44,026 45,528
Subtotal, l0ans .......ccccovceieeninns 1,846 403 -7,551

DIRECT FEDERAL PROGRAMS: o )
Major public physical capital: Other financial capital .......c.ccocovcuvne. 818 1,471 1,632
Construction and rehabilitation: Subtotal. | her financial
National defense 6206 | 6048 | 7002 oy e and ather frandal | ol e | st
Water resource projects ..........cc.... 2,547 2,795 2824 TR rmmmmmmmmmmmmmmommmmn ! ’ !
Other natural resources and environ- Commodity inventories:
ment 1,514 1,811 1,986 Strategic petroleum reserve .............. 268 33 51
Energy 2,557 2,081 2,956 Commaodity Credit Corporation 1,622 —184 -666
Transportation .........cooceeeeererereeereesenens 223 389 429 101111 SR 89 4 3
Veterans hospitals and other health - )
facilities 841 850 1,042 Subtotal, commodity inventories .... —1,266 —147 —611
Postal Service . 1,070 1361 926 Collection of information 2,857 2,008 1,923
Other construction ... 1,178 1,730 2,765 International development 4,078 3,834 4,319
Subtotal, construction and rehabili- ;
wion R 16,226 17,065 20018 Subtotal, other capital outlays ........... 87,647 92,252 93,183
it : : . Subtotal, direct Federal capital out-
Acquisition of major equipment: ’
National defense ...................... 81,403 79,779 75,208 [BYS 190441 | 195709 | 195569
NASA ..o 1,793 2,009 1,869 "
Postal Service 047 404 784 Total, capital outlays ....................... 231,572 239,735 241,097
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THE BUDGET FOR FISCAL YEAR 1992

SUPPLEMENTAL PHYSICAL CAPITAL INFORMATION

Introduction

The Federal Capital Investment Program Information
Act of 1984 (Title II of Public Law 98-501; hereafter
referred to as the Act) requires that the budget include
projections of Federal physical capital spending and in-
formation regarding recent assessments of public civil-
ian physical capital needs. This section is submitted
to fulfill that requirement.

Data on historical trends going back to 1940 for Fed-
eral public physical capital spending, using the defini-
tions in the previous section, “Federal Physical Capital
and Other Capital Outlays,” can be found in the His-
torical Tables in Part Seven of this volume.

This section is organized in two major parts. The
first part projects Federal outlays for public physical
capital and the second part presents information re-
garding public civilian physical capital needs.

Projections of Federal Outlays For Public
Physical Capital

Summary of projections.—Federal public physical
capital spending as defined for this report was $61.3
billion in 1990 and, for current services estimates,? is
projected to increase to $77.0 billion by 1996. The larg-
est components are for roads and bridges and for fed-
erally assisted housing, which together account for
about two-fifths of Federal public physical capital
spending.

On a Presidential policy basis, the 1992 budget is
proposing $68.7 billion for physical capital spending for
1992, $0.9 billion less than the current services level
of $69.6 billion.

Definitions.—Federal public physical capital spend-
ing is defined in this report as specified in the Act.
It covers spending for construction and rehabilitation,
acquisition of major equipment, and spending for all
other physical assets, such as the purchase and im-
provement, of land and structures. The data for physical
capital spending are generally the same as those used
for the previous section “Federal Physical Capital and
Other Capital Outlays”, with two major exceptions re-
quired by the Act. They concern housing and military
physical capital spending. In the case of the Depart-
ment of Defense, this report includes only military con-
struction and family housing, and excludes other capital
spending, such as for military weapons, aircraft, and
ships. Second, this report includes considerable
amounts of spending for federally assisted housing that
is at least indirectly associated with housing construc-
tion. Most of this is considered current spending (i.e.,
not for capital) in deriving the data for the previous
section “Federal Physical Capital and Other Capital
Outlays,” because it is to pay off loans for public hous-
ing rather than to finance the housing construction di-
rectly.

2In this chapter, current services estimates are consistent with the caps enacted as
part of the Budget Enforcement Act of 1990. For a discussion of current services estimates,
see Chapter XV, “Current Services Estimates.”

This report excludes financial capital, such as loans,
and outlays for human capital, such as the conduct
of education, training, and research. The data in this
report generally exclude offsetting collections that fi-
nance the spending, such as collections from the sale
of energy.

Projections.—Table XVIII-5 shows projected current
services outlays for Federal physical capital by the
major categories specified in the Act. Total Federal out-
lays for transportation-related physical capital were
$20.2 billion in 1990, and current services outlays are
estimated to increase to $28.7 billion by 2000. Outlays
for nondefense housing and buildings were $13.5 billion
in 1990 and are estimated to increase to $22.8 billion
by 2000. Physical capital outlays for other nondefense
categories were $22.9 billion in 1990 and are projected
to be $32.6 billion by 2000. For national defense, this
spending was $4.8 billion in 1990 and is estimated to
increase to $5.9 billion in 2000.

Table XVIII-6 shows current services projections ad-
justed for inflation on a constant dollar basis to 1996,
using fiscal year 1982 as the base year.

Table XVIII-7 compares the current services and
Presidential policy projections from 1990 to 1996 in
current and constant dollars.

For outlay details for most programs, see the items
included in major public physical capital in “Federal
Physical Capital and Other Capital Outlays,” especially
tables XVIII-3 and XVIII-4. For major programs that
are formula grants to States, information on the esti-
mated distributions by State for 1990-1992, consistent
with Presidential policy estimates, can be found in a
separate publication entitled Budget Information for
States, prepared by the Office of Management and
Budget.

Public Civilian Capital Needs Assessments

The Act requires information regarding the state of
major Federal infrastructure programs, including high-
ways and bridges, airports and airway facilities, mass
transit, railroads, federally assisted housing, hospitals,
water resources projects, and space and communica-
tions investments. Funding levels, long term projec-
tions, policy issues, needs assessments, and critiques,
are required for each category.

Much of the needs assessment material formerly pre-
sented in the Supplement to Special Analysis D has
been incorporated in the discussions of individual pro-
grams in other parts of the budget. Indeed, this budget
focuses far more on the need to maintain our capital
stock and improve national productivity than has been
the case in past years, obviating the need for separate
discussion.

Capital needs assessments change little from year
to year, in part due to the long term nature of the
facilities themselves, and in part due to the consistency
of the analytical techniques used to develop the assess-
ments and the comparatively steady but slow changes
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Table XVIll-5. CURRENT SERVICES OUTLAY PROJECTIONS FOR FEDERAL PHYSICAL CAPITAL SPENDING
(In billions of dollars)

1980 Estimate
actual 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000
Nondefense:

Transportation-related categories:
Roadways and bridges 14.3 14.5 15.3 16.4 16.5 16.7 17.0 17.7 184 19.2 19.9
Airports and airway facilities 2.7 33 34 37 39 40 42 44 45 47 49
Mass transportation systems 3.1 34 3.2 31 29 27 3.0 3.1 32 33 35
Railroads 0.1 0.2 03 04 0.3 04 04 04 04 04 04
Subtotal, transportation 20.2 213 221 23.6 23.6 23.8 245 255 26.5 27.6 28.7

Housing and buildings categories:
Federally assisted housing 11.5 12.2 12.8 13.7 14.0 14.6 15.0 15.6 16.2 16.8 175
Hospitals 1.0 1.2 13 14 15 16 1.6 1.7 17 1.8 19
Public buildings ' 1.0 1.8 24 34 34 33 29 3.0 3.1 33 34
Subtotal, housing and buildings 135 15.1 16.5 18.5 18.8 19.5 19.5 20.3 21.1 21.9 22.8

Other nondefense categories:

Wastewater treatment and related facilities ...........c.cooocenneeee. 24 25 24 24 23 23 23 24 25 2.6 2.7
Water resources projects 33 35 36 38 38 39 4.0 4.1 43 45 47
Space and communications facilities .............cooooreenrvcrnncnne. 37 46 46 5.1 5.1 5.0 5.0 5.2 54 56 5.9
Energy programs 2.8 24 33 4.1 44 39 37 39 4.0 42 43
Community development programs ........c..coiveveimmisinsisnnne. 33 36 34 36 34 34 35 37 38 40 4.1
Other nondefense 73 8.2 8.6 9.1 9.1 941 9.3 9.7 10.1 10.5 10.9
Subtotal, other nondefense 229 24.8 25.9 281 28.0 276 27.9 29.0 30.1 314 326
Subtotal, nondefense 56.5 61.2 64.6 70.2 704 709 719 748 778 80.9 842
National defense 48 48 5.0 52 5.2 5.1 5.2 54 55 5.7 59
Total 61.3 66.0 69.6 754 756 76.0 77.0 80.1 833 86.6 90.1

'Excludes outlays for public buildings that are included in other categories in this table.
Table XVIIi-6. CURRENT SERVICES OUTLAY PROJECTIONS FOR FEDERAL PHYSICAL CAPITAL SPENDING (IN CONSTANT (1982) DOLLARS)

{In billions of doliars}

Actual Estimate
1990 1991 1982 1993 1994 1995 1996
Nondefense:

Transportation-related categories:
Roadways and bridges 1.7 1.2 1.2 1.5 1.0 10.7 11.4
Airports and airway facilities 23 27 27 28 29 29 29
Mass transportation systems 26 26 2.3 22 1.9 1.7 1.8
Railroads 0.1 0.2 0.3 0.3 0.3 0.3 0.3
Subtotal, transportation 16.6 16.7 16.4 16.8 16.1 15.6 16.4

Housing and buildings categories:
Federally assisted housing 10.6 10.8 10.9 1.2 11.0 1.1 11.0
Hospitals 1.0 1.0 1.1 1.2 1.2 1.2 1.2
Public buildings ' 0.8 1.6 2.0 28 27 25 2.1
Subtotal, housing and buildings 12.5 13.4 14.0 15.1 14.8 14.8 14.3

Other nondefense categories:

Wastewater treatment and related facilities 2.0 1.9 1.7 1.6 1.5 1.5 1.4
Water resources projects 31 3.1 3.1 341 3.0 3.0 29
Space and communications facilities 34 41 39 42 40 39 37
Energy programs 26 2.1 28 34 35 3.0 2.7
Community development programs 27 28 25 25 23 22 2.2
Other nondefense 6.6 741 72 7.3 7.0 6.8 6.7
Subtotal, other nondefense 204 211 21.2 221 21.3 20.2 19.7
Subtotal, nondefense 495 512 517 54.0 522 50.6 50.4
National defense 47 45 45 45 43 4.1 40
Total 54.1 58.7 56.2 58.5 56.5 547 54.4

"Excludes outlays for public buildings that are included in other categories in this table.
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Table XVIil-7. PROJECTIONS OF FEDERAL OUTLAYS FOR PHYSICAL CAPITAL: CURRENT SERVICES AND PRESIDENTIAL POLICY
(In billions of dollars)

Actual Estimate
1930 1991 1982 1993 1994 1995 1996
In current dollars:
Current services:
Federal physical capital:
Nondefense 56.5 61.2 64.6 702 704 70.9 71.9
National defense 48 4.8 5.0 5.2 5.2 5.1 5.2
Total 61.3 66.0 69.6 75.4 75.6 76.0 77.0
Presidential policy:
Federal physical capital:
Nondefense 56.5 61.2 64.2 68.7 70.8 69.6 71.0
National defense 48 45 45 47 49 5.1 53
Total 61.3 65.8 68.7 734 75.7 74.7 76.3
In constant 1982 dollars:
Current services:
Federal physical capital:
Nondefense 495 51.2 51.7 54.0 52.2 50.6 50.4
National defense 47 45 45 4.5 43 41 4.0
Total 54.1 55.7 56.2 58.5 56.5 54.7 54.4
Presidential policy:
Federal physical capital:
NONABIENSE ..ecoeercioeiesrerree et e e s st r s e eas st 495 51.2 51.4 52.8 52.4 495 486
National defense 47 42 40 41 41 4.1 4.1
TOAE oottt ettt s b bbb bR 54.1 55.4 55.4 56.9 56.5 53.6 52.7

in underlying demographics. As a result, the practice
has arisen in previous Supplements to refer to earlier
discussions, where the relevant information had been
carefully presented and changes had been minimal.

In order to present this budget as a focused state-
ment of current Administration policy, the needs as-
sessment material in Supplements of earlier years is
incorporated this year largely by reference to earlier
editions of the Supplement and by reference to other

needs assessments. The needs analyses, their major
components, and their critical evaluations have been
fully covered in past Supplements, such as the 1990
Supplement to Special Analysis D. Supporting tables
are presented below, and the reader is referred both
to the individual program summaries in Part Two of
the budget for policy matters and to previous reports
for methodological discussions.

Significant Factors Affecting Infrastructure Needs Assessments

Significant Factors

Amount

Highways

1. Projected annual growth in travel to the year 2005

2-3 percent

2. Annual cost to maintain overall 1985 highway conditions on
the Federal-aid systems
3. Annual cost of eliminating all existing and future bridge de-
ficiencies to the year 2005 for Federal-aid system

$19.6 billion to $23.5 billion (1989 dollars)

$4.1 billion (1989 dollars)

Airports and Airway Facilities

1. Airports in the National Plan of Integrated Airport Systems

with scheduled passenger traffic .......cc.ccccoeeviinniinniiiincineen.
2. Air traffic control towers
3. Airport development eligible under airport improvement
program for period 1986—1995 ........cccccvvvviriiiniininiinineiniennn

$40.5 billion ($28.2 billion for capacity) (1989 dol-
lars)
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Significant Factors Affecting Infrastructure Needs Assessments—Continued

Significant Factors Amount

Mass Transportation Systems

1. Yearly cost to restore existing rail facilities over a period of

10 JOATS .vvvvvveiereiecrerieeenerrrstesersesessesteesaesientsssssessesseneesessenesacsses $1.5 billion-$2.2 billion (1989 dollars)
2. Yearly cost to replace and maintain the urban, rural, and
special services bus fleet .........ccoevevvevvenneennieenenrecen $1,505 million (1989 dollars)

Wastewater Treatment

1. Total needs of sewage treatment facilities .........ccccccoevreeeenece. $83.5 billion (1989 dollars)
2. Total expenditures since 1972 under the Clean Water Act of
1972 o vttt r e b s s e baebe s e enen $54 billion

3. Percent of population served by centralized treatment facili-
ties that benefits from at least secondary sewage treatment
SYSEEIMS ..uiireiivriieieeeerrereneesrneresesenrrees st esseee e seerea s s san e senseeaeaas 95%
4. States and territories served by State Revolving Funds ....... 51

Housing

1. Total unsubsidized very low income renter families:
A. In severely substandard units ........cccoecovveirrcvennieenneeeenee 0.4 million
B. With a rent burden greater than 50% ..........ccecccervvinnenn. 3.4 million

Indian Health (IHS) Care Facilities

1. IHS hospital occupancy rates (1988) .......cccoorveireveeecvieercennenens 50%

2. Average length of stay, IHS hospitals (days) (1988) .............. 4.5

3. Hospital admissions (1988) ......cccccovvveivveeiiieeircinensveenneeenieeennees 105,000

4. Outpatient visits (1988) ....ccccoeveirreirrciirrerrieereeee e seereee e 4,990,000

5. Population (1988) .....ccveerriiciienriiiieniitieeieeensciee st e ee s 1,040,000
Department of Veterans Affairs (VA) Hospitals

1. Hospitals ....cccooviiiiiiieiieinniiie e seecsencnee s ssesse e sies e 172

2. Outpatient clinics ......cccviviiriiiciieiir et 369

3. DOMICIHATIES ..cooeveeeiiierrieerireeisiteeesiieeenriieseesensresessnssessssseesssanens 35

4. Outreach centers .........ccoociviieiniinniicnin s e et seee e e ees 195

5. VA owned nursing home beds ......ccccoocerreiiicrenrierncciinecieciinenns 14,349

6. VA owned nursing home beds needed in 2000 ....................... 17,042

7. VA owned nursing home beds needed in 2005 ....................... 17,664
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Significant Factors Affecting Infrastructure Needs Assessments—Continued

Significant Factors Amount

Water Resources

1. Navigation (deepwater ports & inland waterway) Needs data are not regularly collected by the
2. Flood control and Storm Damage Protection. Federal Government. Most recent estimates of
3. Irrigation. the need for navigation, flood control and
4. Hydropower. shoreline storm damage protection, and munic-
5. Municipal and Industrial Water Supply. ipal and industrial (M&I) water are found in
6. Recreation. the National Council on Public Works Improve-
7. Fish and Wildlife mitigation and enhancement. ment, 1987. Meeting M&I needs as well as cer-
8. Soil conservation. tain other water resource needs estimated in

this report (e.g., urban storm water manage-
ment and dam safety) is primarily a non-Fed-
eral responsibility. Program reforms have em-
phasized non-Federal cost sharing which en-
courages reexamination of needs.

Investment Needs Assessment References

Highways and Bridges
1. Report of the Secretary of Transportation to the U.S. Congress. The Status of the Nation’s Highways and
Bridges: Conditions and Performance and Highway Replacement and Rehabilitation Program 1989. June,
1989.

Airports and Airways Facilities
1. Federal Aviation Administration. The National Plan of Integrated Airport Systems Report. 1987.

Mass Transportation Systems
1. Urban Mass Transportation Administration. Rail Modernization Study Final Report. April, 1987.
2. Urban Mass Transportation Administration. Public Transportation in the United States: Performance and
Conditions. January 1991.

Indian Health Care Facilities

1. Indian Health Service. Priority System for Health Facility Construction (Document Number 0820B or
2046T). September 19, 1981.

2.  Office of Audit, Office of Inspector General, U.S. Department of Health and Human Services. Review of
Health Facilities Construction Program. Indian Health Service Proposed Replacement Hospital at
Shiprock, New Mexico (CIN A-06-88-00008). June, 1989.

3. Office of Audit, Office of Inspector General, U.S. Department of Health and Human Services. Review of
Health Facilities Construction Program. Indian Health Service Proposed Construction Project for the
Alaska Native Medical Center at Anchorage Alaska (CIN A-09-89-00096). July, 1989.

4,  Office of Technology Assessment. Indian Health Care (OTA-H-290). April, 1986.

Wastewater Treatment
1. Environmental Protection Agency, Office of Municipal Pollution Control. Assessment of Needed Publicly
Owned Wastewater Treatment Facilities in the United States (EPA Y30/09-001). February, 1989.

Water Resources
1.  Frederick, Kenneth G. The Nation’s Water Resources: Past Trends and Current Challenges. Washington,
D.C,, Resources for the Future, Discussion Paper ENR 90-02, 1989.
2.  National Council on Public Works Improvement. The Nation’s Public Works, Washington, D.C., May, 1987.
see “Defining the Issues—Needs Studies,” Chapter II; Report on Water Resources, Shilling et al., and Re-
port on Water Supply, Miller Associates.

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



XIX. GENERAL ACCOUNTING OFFICE PREFERRED
PRESENTATION

Part Six—-29

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



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



XIX. GENERAL ACCOUNTING OFFICE PREFERRED PRESENTATION

The Comptroller General has in recent years become
increasingly concerned that the unified budget’s almost
exclusive focus on cobligation controls and cash trans-
actions prejudices investments and understates liabil-
ities. The General Accounting Office stated in its Octo-
ber 1989 Report (entitled “Managing the Cost of Gov-
ernment: Proposals for Reforming Federal Budgeting
Practices”) that consolidation into a single unified budg-
et of trust and non-trust receipts and outlays, and of
the accounting for operating and capital needs, has per-
mitted financing other parts of the budget through trust
fund receipts (especially from Social Security); pre-
vented appropriate budgetary treatment of the special
needs of the Government’s business-type entities (e.g.,
the U.S. Postal Service and the Tennessee Valley Au-
thority); biased decisionmaking against capital invest-
ment by requiring the recording of the entire cost of
an asset in the year of acquisition; and failed to distin-
guish operating deficits from capital financing require-
ments.

To address its concerns with the unified budget, GAO
has proposed to divide the budget into three separate
fund groups: Federal funds (less enterprise funds), trust
funds, and enterprise funds. The fund groups would
themselves be aggregated separately in an operating
budget and a capital budget. The data in Table XIX-1
show an approximation of the 1992 budget totals on
a basis consistent with GAO recommendations.

‘As compared with the unified budget, which focuses
primarily on aggregate totals (although it provides de-
tails by fund group and separately identifies trust funds
and revolving funds), the GAO proposal focuses sepa-
rately on operating and capital needs; disaggregated
Federal, trust and enterprise funds; and aggregate to-
tals.

Capital and Operating Budgets.—GAQO’s proposed
capital budget separates disbursements for physical
capital and credit flows (i.e., credit financing excluding
credit subsidies) from the operating budget. The cost
of newly acquired assets would be recorded in the cap-
ital budget and as assets on the balance sheet, with
most forms of capital subjected to depreciation charges
recorded as operating budget outlays (with concomitant
reduction in the value of capital assets on the balance
sheet). Aggregate totals of the capital and operating
budgets would be provided (as in the unified budget),
but the distinctions between the two uses of funds
would be set out in all summary presentations.

The GAO proposal includes only physical and loan
capital in its capital budget. The failure to treat R&D
and human capital on a par with physical and loan
capital has been criticized in Congress and elsewhere,
and GAO is studying the issue. In Table XIX-1, expend-

itures for R&D and human capital—education, for ex-
ample—is retained in the operating budget.

The GAO proposal would also include in the capital
budget the value (or cost) of State and local physical
facilities financed by Federal grants. These would be
recorded on Federal balance sheets as Federal assets
financed but not owned by the Federal Government.
The GAO proposal, like the unified budget, would
record Federal highway and airport and airway trust
fund collections as receipts, but the GAO proposal
would include them as receipts to finance the capital
budget. A problem with the GAO proposal is that its
allocation of depreciation cannot be charged to the trust
funds which finance these investments through ear-
marked taxes. Recording both earmarked receipts and
depreciation would require double counting with respect
to assets acquired after the GAO proposal went into
effect.

The GAO proposal would tend to reduce the impedi-
ments to Government investment and, as a result, could
encourage the Government to make those cost-effective
purchases required to meet longer term needs. The por-
tion of the Federal budget attributable to investment
in physical capital has declined in recent years as a
percentage of GNP—from 4.4 percent in 1960 to 2.2
percent in 1992. While most of this decline is attrib-
utable to Defense and NASA, there is a question of
whether infrastructure needs have been adequately at-
tended to.

On the other hand, GAO’s proposal could also reduce
the impediments to “pork barrel” spending in that
charges to the operating budget would switch from the
point at which they can be controlled—the time of ac-
quisition—to the later time at which they cannot be
controlled when depreciation charges would be re-
corded. Additionally, GAQO’s attempt to reduce the dis-
incentives to physical capital expenditures would favor
physical over human capital.

Treatment of Sovereign and Business-Type In-
come.—The GAO proposal would abolish the distinction
between sovereign and business-type income from the
public. Most collections from the public would be re-
corded as Federal fund, trust fund, or public enterprise
fund operating budget receipts and outlays, and outlays
would be recorded gross rather than net of offsetting
collections. The issue here is the degree to which the
budget aggregates should focus on receipts arising from
the exercise of Government’s sovereign power as op-
posed to total Government revenues and spending (in-
cluding business-type activities). GAO would focus on
the total of Government activity; current budget con-
cepts treat as receipts only those which the Federal
Government collects in its role as a government.
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Allocations by Function.—Table XI1X-1 shows most
of the GAO adjustments by function. Line 14 (Addi-
tional Operating Costs Not Currently Allocated by
Function), however, includes estimates of two items for
which a distribution by function is unavailable. Specifi-
cally:

s Line 14(a) records a lump sum estimate of $20.3
billion as a non-defense “asset consumption
charge” (depreciation) and a corresponding reduc-
tion of $20.3 billion in the capital budget net in-

vestment. Defense depreciation of $53.8 billion,
also offset in the capital budget, is included in
the amounts on line B(1).

o Line 14(b) records a lump sum $28.7 billion im-
puted payment from the general fund to amortize
unfunded pension liabilities.

Comparison with Other Alternatives.—The GAO
proposal is compared with the alternatives discussed
in Chapters XX and XXI, and with the unified budget,
at the end of Chapter XXI.

Table XIX~1. GAO FEDERAL BUDGET PRESENTATION (COMPARED TO UNIFIED BUDGET PRESENTATION)
(1992, in billions of dollars)

UNIFIED GAO COMPREHENSIVE BUDGET GAO OPERATING BUDGET GAO CAPITAL BUDGET
BUDGET Total General Trust Enterprise Total Ceneral Trust Enterprise Total General Trust Enterprise
A. RECEIPTS/REVENUES
Governmental Receipts:
(1} Income, Estate, Gift, Customs
Duties 664.0f 664.0 6629 LI [ 6629 6629 ..irer e L IR 11 e
(2) Social Insurance Taxes and
CONtrbUIONS ...ovveevermsceermrersmscneenns 42941 4294 ... 4294 ... 4294 ... 4294
(3) Excise taxes and miscellaneous
receipts 7 7 459 258 e 471 459 1.3 s 245 e 245 s
TOTAL RECEIPTS, Federal
Budget Basis ... 1,165.0
Offsetting Collections Converted to
Receipts:
(4) Proprietary Receipts from the
Public 428 17.3 249 06 419 17.2 240 0.6 1.0 0.1 09 e
(5) Reimbursements to Appropriations . 190.7 1144 6.3 69.9! 1731 99.8 6.3 67.1 17.6 14.6 0.1 29
TOTAL GAO REVENUES ........... 1,1650| 1,3985 8404 4875 706| 1,3544 8257 4609 67.7 441 147 26.6 29
B. OUTLAYS, EXPENSES, AND
INVESTMENTS
Qutlays by Function:
(1) Defense/International (050, 150) ..... 3131 3409 3278 10.7 24| 3250 3126 10.7 1.7 15.9
{2) Science, Space, Technology (250) . 17.5 17.6 17.6 b e 15.0 14.9 F 26
(3) Energy, Natural Resources,
Agriculture (270, 300, 350) ........cenne.. 385 723 54.8 35 13.9 46.0 35.0 0.8 10.2 26.2 19.8 27 37
{4) Commerce and Housing Credit
(370) 928| 2212 1698 04 511 2102 1628 04 47.0 1.0 [ E— 4.1
(5) Transportation {400) .........ccocrerernnns 32.7 33.7 10.5 22.7 0.5 11.6 77 3.4 0.5 221 2.8 194 .
(6) Education, Training, Employment,
and Social Services (500) ......cooureenes 455 46.8 457 L R 443 43.2 LIS IR 25 25 s i
(7) Health and Medicare (550,570} ...... 195.0| 2134 830 1304 ... 213.0 826 1304 ... 04 0.4 e
(8) Income Security (600) 184.8| 1909 973 92.8 0.8 1807 871 928 0.8 10.2 10.2 ¢
(9) Social Security (650) 288.6| 2886 ... 288.6 .....oocoveee. 2886 ... 288.6
(10) Veterans Benefits and Services
(700) 33.0 36.6 34.1 23 0.2 341 317 23 0.2 25 25 s
(11) Other (450,750,800,870,920) .......... 38.8 449 43.6 0.3 11 36.9 357 0.3 0.9 8.0 79 0.1
{(12) Net interest (900) ......occoovvrrerrirnens 206.3 209.2 2092 .iiie i 2125 2125 et e -33 =33 e
(13) Undistributed Offsetting Receipts
{950) —408 -368 -368 ..inr e -368 -368
TOTAL OUTLAYS .......ccoovcererirnne 1,445.9
(14) Additional Operating Costs Not
Currently Allocated by Function:
(a) Asset Gonsumption 20.3 203 s i =203 =203 s s
(b) Pension Habiliies .....ccoveeeee | | coverserninans 287 =2B7 o | e 287 -287
(15) Total Expenses and Investments
Before Transfers .....eeceeeieeesesncreene 1,6794 1,085.3 5241 700 16014 10381 5021 61.3 78.0 472 221 87
(16) Interfund Transfers ..o | [ 1901 -1901 ... 33 1901 1868 ... —3.3 =33
TOTAL OUTLAYS/AMOUNT TO
BE FINANCED .........cocoocrnnneee. 16794 12754 3340 700( 1,6047 1,2282 3152 61.3 74.7 47.2 18.8 8.7
C. SURPLUS/DEFICIT/FINANCING ................ -2809| -2809 4349 1535 06( -250.3 4024 1457 64 -305 -325 78 -58

*$50 million or less.
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XX. STATE-TYPE PRESENTATION

California offers a fairly typical example of a State
budget presentation. The California budget (Table
XX-1) differs significantly from the other alternatives
in this Part. It focuses on separate general, special,
and capital funds, although it also provides aggregate
totals (albeit inflated through double counting) of these
funds. The separate State GAAP (Generally Accepted
Accounting Principles) presentation includes propri-
etary and fiduciary funds excluded from the California
budget (i.e., public enterprise and working capital re-
volving funds, self-financing bond funds, employee re-
tirement funds, and certain funds deemed to be held
in trust).

When the California approach combines fund groups,
it leaves the inter-fund collections in receipts, thereby
overstating total collections from, and payments to, the
public. Additionally, when capital expenditures are fi-
nanced by bond funds, they are double counted, because
the bond spending and debt amortization are both in-
cluded in combined total spending. The bottom line is
that the California and State GAAP presentations are
the least consolidated and most disaggregated of the
alternatives discussed in this part of the budget docu-
ment. In California, the individual funds matter most.

The standard California budget presentation has a
two-way distribution of income and a three-way dis-
tribution of spending. Receipts go to the general and
special funds, whereas outlays/expenses and invest-
ments are spent from these funds plus the capital fund.
The norm for California’s special funds is that they
should have cash in hand before they spend (similar
to the norm for Federal trust funds). At the same time,
both the California general and special funds can spend
more in a year than they take in by reducing carry
over balances; this is not deemed to create a deficit.

Balanced Budget Requirement.—California’s con-
stitutional requirement of balanced budgets, combined
with constitutional limitations on taxes and spending,
result in procedures different from Federal procedures.
These include appropriated allowances for contin-
gencies, with payments charged back to the activity
for which the payment is made, and “encumbrances”
(similar to obligations in the Federal budget) for which
the spending is charged to the year in which the en-
cumbrance occurs.

The California budget document has information ta-
bles on total State indebtedness (akin to the Federal
display of total Federal debt). In contrast to the Federal
Government, however, California’s ability to borrow is
subject to several restrictions: borrowing can normally
occur only for capital projects (whether general or self-
liquidating); and debt normally cannot be issued unless
approved by both the legislature and the voters.

Capital Projects Fund.—The Capital Projects Fund
is displayed only on the spending side, since bond fund
spending is financed by borrowing, which is not income.
The California capital fund only includes bonds that
are to be amortized by the general fund. “Self-lig-
uidating” bonds (such as for toll bridges, the California
water plan, and college dormitories) are excluded from
the regular budget altogether, but are displayed in the
budget documents for information purposes (similar to
the way the Federal budget displays GSEs but leaves
them out of the totals).

The estimate of the Capital Projects Fund in Table
XX~-1 (and the associated amortization) was based on
several imputations. First, Federal fund (i.e., non-trust)
capital outlays (other than those made by the public
enterprise funds and other than for grants) are identi-
fied as equivalent to the investment that California
finances through its Capital Projects Fund. Second, an
estimate of amortization of prior debt was made and
allocated as expenditures of the general fund. There
is currently no solid basis for amortizing total debt,
much less for amortizing debt by function. However,
Table XX~1 assumes an amortization by function equal
to new debt-financed capital investment. It does not
provide for a distribution of interest back to the func-
tions charged with the borrowing.

Sovereign Versus Business-Type Operations and
Employee Retirement—The California budget ex-
cludes both business operations and employee retire-
ment and related funds from the budget. So, in the
reconstruction of the Federal budget in the form of
the California budget, most of the public enterprise
funds—plus the civil service, military, and foreign serv-
ice retirement funds—were excluded from the budget
totals (although payments to these funds were left in
the budget figures). Thus, the general fund coverage
in Table XX-1 is less comprehensive than the Federal
fund group in the unified budget, and the special fund
coverage is less comprehensive than the trust fund cov-
erage in the unified budget.

While the California procedure excludes business op-
erations from the budget, any incidental non-tax income
to the State (such as rents, royalties, and interest) is
included in budget receipts.

State GAAP Basis.—Table XX-1 also includes a
presentation that approaches a State GAAP presen-
tation. While the State is moving toward GAAP, this
will take years to accomplish. The GAAP presentation
in the California budget is an auxiliary display of
spending only. Table XX~-1, on the other hand, recon-
structs the total budget on a State GAAP equivalent
basis. The GAAP display adds “proprietary funds” (i.e.,
business operations) and “fiduciary funds” (which in-
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clude the pension funds and the funds the State collects Comparison with Other Alternatives.—The Cali-

and spends from Federal grants) to the normal Califor- fornia budget is compared with the alternatives dis-

nia presentation. cussed in Chapters XIX and XXI, and with the unified
budget, at the end of Chapter XXI.

Table XX-1. CALIFORNIA PRESENTATION OF THE FEDERAL BUDGET (COMPARED TO UNIFIED BUDGET PRESENTATION)
(1992, in billiens of dollars)

NORMAL CALIFORNIA BUDGET PRESENTATION ADDITIONAL TRANSACTIONS FOR GAAP
NED General Special Budget Capital Total PRESENTATION
T P oA TRE onifows | Pee  hwa JomC
A. RECEIPTS
Governmental Receipts:
(1) Income, Estate, Gift, Customs DUtiES ........cccouvrenmerereinunne 664.0 662.9 1.1 664.0 [ oo e 664.0
{2) Social Insurance Taxes and Contributions ............ccreeernn. 4294 | e 4248 4248 . 4.6 420.4
(3) Other Governmental Receipts "7 439 27.8 T1T | i v 7.7
TOTAL RECEIPTS, Federal Budget Basis ................... 1,165.0 706.7 4537 11,1604 ... 1,160.4 | ..co........ 46 1,165.0
Offsetting Collections Converted to Receipls:
{4} Proprietary Receipts from the PUbIiC ..........covicrcrninenn. 114 211 324 104 428
(5) Reimbursements to Appropriaions .............ceresrneinne 92.1 0.2 92.3 1013 e 193.6
(6) Interfund Transfers 36 100.6 104.2 1.1 92.0 197.3
TOTAL RECEIPTS, California basis ..................ecovrmune. 1,165.0 8137 5756 13894 ... 1,389.4 1127 966  1,598.7
B. OUTLAYS, EXPENSES, AND INVESTMENTS
Outlays by Function:
(1) Defense and International (050, 150) .........cccoveureveenece 3131 4231 0.1 4231 83.3 506.5 129 519.4
(2) Science, Space, Technology (250) ........c.cvverrsvnienrnnee 17.5 20.2 * 203 26 b7+ I O 22.9
(3) Energy, Natural Resources, Agriculture (270, 300,
350) 385 59.9 1.7 67.6 42 718 85.2
{4) Commerce & Housing Credit (370} .....ccooceeuvniriunremrnnns 928 1383 03 1386 29 1415 230.6
(5) Transportation (400) 327 13 246 359 0.8 36.7 373
(6} Education, Training, Employment, and Social Services
(500) 455 457 1.1 46.8 0.1 46.9 04 e 473
(7) Health and Medicare (550, 570) .........ccccorrmurermmirisarnnns 195.0 1218 126.8 248.7 0.3 249.0 36 2525
(8) Income Security (600) 1848 112 36.1 147.3 10.0 157.3 0.8 218.2
(9) Social Security (650) 288.6 58 268.6 2945 oo 2945 | oo 2945
(10) Veterans Benefits and Services (700) .......c.ccovrviensinns 33.0 36.1 05 36.6 1.1 377 2.3 40.1
(11) Other (450, 750, 800, 920) 38.8 63.2 32 66.3 25 688 0.7 69.6
{12) Net Interest (900) 206.3 286.7 -0.3 2864 oo 2864 | e 286.4
(13) Undistributed Offsetting Receipts (950) ..........cccoivunnine -40.38
TOTAL OUTLAYS 1,445.9 1,3235 488.7 18121 107.9 1,920.1 1238 60.1 2,104.0
C. SURPLUS/DEFICIT -280.9 -509.7 87.0 -422.8 -107.9 -530.7 -1.4 36,5 -505.3

*$50 million or less.
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XXI. OPERATING, RETIREMENT, AND DEBT AND INTEREST PRESENTATION

In 1990, Senator Sanford introduced a bill, the “Bal-
anced Budget and Debt Reduction Act of 1990” (S. 101),
which proposed another budget presentation. As shown
in Table XXI-1, the unified budget would be subdivided
into three budgets—the operating budget, the retire-
ment funds budget, and the debt and interest budget.

The President’s budget would present the unified
budget totals, as well as totals for the three separate
budgets. The social security trust funds and the Postal
Service would be included in the unified budget totals
and the appropriate component totals. However, the
presentation would focus on the deficit or surplus for
only the operating budget; this and other requirements
are quite different from the unified budget concept.

The operating budget would include the receipts and
expenditures not included in the other two budgets.
The operating budget would have to be balanced in

the President’s budget; legislation that would cause an
operating budget deficit would be subject to a point
of order in the Congress. (In Table XXI-1, which pre-
sents 1992 President’s budget numbers, the operating
budget is not balanced.) If, in spite of these require-
ments, the deficit exceeded the maximum deficit
amount (defined in the Congressional Budget Act of
1974, as amended by the Budget Enforcement Act of
1990, Public Law 101-508), the next year’s operating
budget would include an expenditure equal to the pre-
vious year’s deficit excess. This would result in budget-
ing for an excess of receipts over current expenditures
in the operating budget if the previous year’s deficit
target is not met.

The retirement funds budget would include the re-
ceipts and expenditures of the social security and medi-
care trust funds, the civilian and military retirement

Table XXI-1. OPERATING, RETIREMENT, AND DEBT AND INTEREST PRESENTATION OF THE FEDERAL BUDGET (COMPARED TO UNIFIED BUDGET
PRESENTATION)

(FY 1892, in billions of dollars)

ALTERNATIVE PRESENTATION
Unified . Doot and .
O I o g e vl
A. RECEIPTS
Governmental Receipts:
(1) Income, Estate, Gift, CUSIOMS DULBS .......ocoocerreurcmnccerenincei e ssenniine 664.0 664.0 664.0 | .o | e
(2) Social Insurance Taxes and COMMDULONS .........ovecerrerermmcemresserissmssssrmsensenessse e cessoncesssrersennces 4294 429.4 228 406.6
(3) Other Governmental RECEIPIS ........ovevuericrinriineiiini ettt est st st 77 7 7.0 0.6
TOTAL RECEIPTS, Federal Budget Basis ................c.ccoummiiinnnniconeccnsiiconsnencestseens " 1,165.0 1,165.0 7578 | o 407.2
Proceeds from Borrowing Converted to Receipts:
(4} Increase in the non-Retirement Funds Debt 3985 ) oo 3985 | v
TOTAL RECEIPTS, Alternative Basis 1,165.0 1,563.5 757.8 3985 407.2
B. OUTLAYS, EXPENSES, AND INVESTMENTS
Outlays by Function:
(1) Defense and INternational (050, 150) .......ccuvruurermrermereerersmeissses s sssss st ses s escssensessessescessencsesconas 3131 313.1 3248
(2) Science, Space, Technology (250) OO 175 175 175
(3) Energy, Natural Resources, Agriculture (270, 300, 350) ...coccoovoeeriererrencernriernens 385 385 385
(4) Commerce and Housing Credit (370) ........coewermmmcremsiscrmnsecsmscerisesisnscssssssscsssscesesssesesnscsinnee 92.8 92.8 92.8
(5) Transportation (400) .......cccoermirincerinmeensinirinrce e sssesses s 327 327 32.7
(6) Education, Training, Employment, and Social Services (500) ........cccooovmrvcrrervererennscrenninne 455 455 455
(7) Health and Medicare (550, 570) .......ccvccuumerremeememecrmmencssmsecrseseimressssssrsssesssssssssssssssssssssssssssssssssssans 195.0 195.0 119.8
{8) income Security (600) ...... 184.8 184.8 119.8
(9) Sacial Security (650) 288.6 288.6 5.8
(10) Veterans Benefits and Services (700) 33.0 33.0 33.0
(11) Other (450, 750, 800, 920) 388 38.8 58.2
{12) Net INHETESt (900) .......correrrrreremsrercerrerreseresiecsraseres e ris s sessss s ssssessssssssssssssssssssssssssnsones 206.3 206.3 —28.5
(13) Undistributed Offsetting RECEIPLS (350) ....ovurvverrrirrriieriserrsssssssiessssesssss st ssessssssassssssssssssssssesns -40.8 -40.8 —4.0
TOTAL OUTLAYS, Federal Budget Basis ...........cc...coovuvorvrimnerionssiinnssensssssessssssessssesssesesssnessensnees 1,445.9 1,445.9 856.0
Repayment of Borrowing Converted to Outiays:
(14) Previous Year Excess Over Maximum DEfiCit ...........c.couummrrccmceirmmmnesssmmmssecssnssnmmnensmesesimsness || ssessenneneens | soensessesssssinns | sssressonmsennenes | eveseesemeeneeeen
TOTAL OUTLAYS, Alternative Basis ..... 1,445.9 1,445.9 856.0 304.0 286.0
€. SURPLUSIDEFICIT .........oiooeimeeriisiesisssessesceessssssssss e s sessssssssss s sssrs s s s seasssssassn s ssssnssssssssnson —280.9 117.6 -98.2 94.5 1213
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trust funds, the railroad retirement trust funds, and
such other funds or accounts that OMB, in cooperation
with GAO and the Congress, agree upon. The estimates
in Table XXI-1 also include the black lung disability
trust fund in the retirement funds budget.

The debt and interest budget includes “receipts and
expenditures” for reductions or increases in the public
debt, and interest on the public debt. During time of
declared war or declared recession, Treasury borrowing
would be permitted in the debt and interest budget.
Borrowed funds would then be transferred to the oper-
ating budget as receipts to maintain the operating
budget in balance. This definition of “receipts and ex-
penditures” would treat the proceeds of borrowing as
receipts and the repayment of borrowing as outlays.

Under current budget concepts, borrowing is treated
as a means of financing a deficit, not as a part of
the calculation of the deficit; the repayment of borrow-
ing is treated as the use of a surplus. Apart from other,
relatively small means of financing the deficit, the
treatment of borrowing and repayment of borrowing as
receipts and outlays in the alternative proposal would

balance the sum of the operating and debt and interest
budgets by definition. If transfers to the operating
budget are treated as expenditures of the debt and
interest budget, it follows that they are to be treated
as receipts of the operating budget. The operating budg-
et would also, therefore, be balanced during time of
war or a recession, by definition.

In the Sanford proposal, the budget deficit would be
redefined to mean the amount by which the combined
outlays of the operating and debt and interest budgets
exceed their receipts. The retirement funds budget
would be completely excluded. The President’s budget
and budget legislation would have to stay within the
maximum deficit amounts, as well as balancing the
operating budget. With the operating and debt and in-
terest budgets in balance by definition, the unified
budget would have the same surplus or deficit as the
retirement funds budget.

The debt and interest budget would also include a
new “trust fund for the reduction of the deficit and
the public debt.” A special tax could be established
for this fund.

SOME DIFFERENCES AMONG THE ALTERNATIVE PRESENTATIONS

A comparison of the GAO, California, and Sanford
presentations with each other, and with the unified
budget, is presented below.

¢ The GAO and California budget presentations re-
flect, primarily, the concerns of financial account-
ing. The Sanford budget proposal is primarily de-
signed to protect the retirement trust funds and
to direct attention to controlling the newly defined
operating budget.

¢ Employee retirement funds are included by GAO
as part of its trust fund grouping, and by Sanford
as part of his retirement funds budget. The Cali-
fornia approach moves these funds into the fidu-
ciary funds category outside the normal budget
presentation (but inside the GAAP presentation).
The unified budget includes these funds in the
consolidated budget totals.

¢ Enterprise funds are included as part of the oper-
ating budget in the Sanford proposal. GAO carries
the enterprise funds as one of three separate
groupings, together with the general funds and
trust funds. The California budget excludes enter-
prise funds from the normal budget displays but
includes them in the GAAP presentation. The uni-
fied budget includes these funds in the consoli-
dated budget totals.

e GAO, the Sanford proposal, and the unified budget
handle interfund transfers as adjustments on the
outlay side; they cancel out in deriving the consoli-

dated totals. The California approach adds them
to the receipts of each fund group, and does not
net them out in combined totals.

¢ GAO has a capital budget that includes all capital
expenditures for physical and loan assets, no mat-
ter how financed. It does not have a bond fund.
In the main, the GAO capital budget is financed
by depreciation charges and earmarked receipts
(mainly highway and airport and airway excise
taxes). The California approach has a capital fund
but includes only those capital expenditures fi-
nanced by borrowing to be repaid from the general
fund on an amortization basis. The Sanford pro-
posal and the unified budget do not distinguish
capital expenditures in the budget aggregates. The
President’s budget, however, does have an auxil-
iary tabulation of outlays for both physical and
intangible capital (see Chapter XVIII).

¢ GAO includes grants to State and local govern-
ments for physical capital investment in its capital
budget. The Sanford proposal and the unified
budget do not distinguish these grants in the
budget aggregates, but the President’s budget does
include grants for capital investment in its auxil-
iary tabulation of Federal capital expenditures
(see Chapter XVIII). The California budget does
not include grants to localities for capital projects
in its capital fund.
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