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[H. CON. RES. 115]
CONCURRENT RESOLUTION Revising the congressional budget for the United
States Government for the fiscal year 1981 and setting forth the congressional
budget for the United States Government for the fiscal years 1982, 1983, and
1984.

Resolved by the House of Representatives (the Senate concurring),

That
TITLE I-REVISION OF THE CONGRESSIONAL BUDGET
FOR THE UNITED STATES GOVERNMENT FOR THE
FISCAL YEAR 1981

SECTION 101. The provisions of this title shall supersede the

figures set forth in the first section and section 2 of H. Con. Res.
448 of the Ninety-sixth Congress for the fiscal year beginning on
October 1, 1980.
SEc. 102. (a)(1) The recommended level of Federal revenues is
$610,900,000,000, and the net amount by which the aggregate level
of Federal revenues should be decreased is $2,000,000,000.
(2) The appropriate level of total new budget authority is
$723,000,000,000.
(3) The appropriate level of total budget outlays is
$662,400,000,000.
(4) The amount of the deficit in the budget which is appropriate
in the light of economic conditions and all other relevant factors is
-$51,500,000,000.
(5) The appropriate level of the public debt is $994,100,000,000,
and the amount by which the statutory limit on such debt should
accordingly be increased is $9,100,000,000.
(6) The appropriate level of total gross obligations for the principal amount of direct loans is $73,500,000,000, the appropriate level
of total new primary commitments to guarantee loan principal is
$85,200,000,000, and the appropriate level of total new secondary
commitments to guarantee loan principal is $66,200,000,000.
(b) Based on allocations of the appropriate level of total new
budget authority and of total budget outlays as set forth in paragraphs (2) and (3) of subsection (a) of this section of this resolution,
the Congress hereby determines and declares that, for the fiscal
year beginning on October 1, 1980, the appropriate level of new
budget authority and the estimated budget outlays for each major
functional category are as follows:
(1) National Defense (050):
(A) New budget authority, $180,250,000,000;
(B) Outlays, $162,050,000,000.
(2) International Affairs (150):
(A) New budget authority, $23,000,000,000;
(B) Outlays, $10,900,000,000.
(3) General Science, Space, and Technology (250):
(A) New budget authority, $6,450,000,000;

(B) Outlays, $6,200,000,000.
(4) Energy (270):
(A) New budget authority, $7,700,000,000;
(B) Outlays, $9,700,000,000.
(5) Natural Resources and Environment (300):
(A) New budget authority, $10,850,000,000;
(B) Outlays, $13,600,000,000.
(6) Agriculture (350):
(A) New budget authority, $5,600,000,000;
(B) Outlays, $2,700,000,000.
(7) Commerce and Housing Credit (370):
(A) New budget authority, $6,350,000,000;
(B) Outlays, $3,050,000,000.
(8) Transportation (400):
(A) New budget authority, $25,100,000,000;
(B) Outlays, $23,800,000,000.
(9) Community and Regional Development (450):
(A) New budget authority, $9,500,000,000;
(B) Outlays, $12,200,000,000.
(10) Education, Training, Employment and Social Services
(500):
(A) New budget authority, $32,200,000,000;
(B) Outlays, $32,150,000,000.
(11) Health (550):
(A) New budget authority, $72,250,000,000;
(B) Outlays, $66,850,000,000.
(12) Income Security (600):
(A) New budget authority, $252,200,000,000;
(B) Outlays, $227,450,000,000.
(13) Veterans Benefits and Services (700):
(A) New budget authority, $23,000,000,000;
(B) Outlays, $22,600,000,000.
(14) Administration of Justice (750):
(A) New budget authority, $4,250,000,000;
(B) Outlays, $4,550,000,000.
(15) General Government (800):
(A) New budget authority, $5,200,000,000;
(B) Outlays, $4,900,000,000.
(16) General Purpose Fiscal Assistance (850):
(A) New budget authority, $6,200,000,000;
(B) Outlays, $6,800,000,000.
(17) Interest (900):
(A) New budget authority, $80,600,000,000;
(B) Outlays, $80,600,000,000.
(18) Allowances (920):
(A) New budget authority, $1,200,000,000;
(B) Outlays, $1,200,000,000.
(19) Undistributed Offsetting Receipts (950):
(A) New budget authority, -$28,900,000,000;
(B) Outlays, -$28,900,000,000.
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TITLE II-SETTING FORTH THE CONGRESSIONAL BUDGET
FOR THE UNITED STATES GOVERNMENT FOR THE
FISCAL YEARS 1982, 1983, AND 1984
SEC. 201. The Congress hereby determines and declares, pursuant
to section 301(a) of the Congressional Budget Act of 1974, that for
the fiscal year beginning on October 1, 1981(1) the recommended level of Federal revenues is
$688,950,000,000, and the net amount by which the aggregate
level of Federal revenues should be decreased is
$30,450,000,000;
(2) the appropriate level of total new budget authority is
$787,650,000,000;
(3) the appropriate level of total budget outlays is
$714,550,000,000;
(4) the amount of the deficit in the budget which is appropriate in the light of economic conditions and all other relevant
factors is -$25,600,000,000; and
(5) the appropriate level of the public debt is
$1,060,000,000,000, and the amount by which the statutory
limit on such debt should accordingly be increased is
$65,900,000,000.
SEC. 202. Based on allocations of the appropriate level of total
new budget authority and of total budget outlays as set forth in
paragraphs (2) and (3) of section 201 of this resolution, the Congress
hereby determines and declares pursuant to section 301(a) of the
Congressional Budget Act of 1974 that, for the fiscal year beginning
on October 1, 1981, the appropriate level of new budget authority
and the estimated budget outlays for each major functional category are as follows:
(1) National Defense (050):
(A) New budget authority, $219,600,000,000;
(B) Outlays, $189,750,000,000.
(2) International Affairs (150):
(A) New budget authority, $17,250,000,000;
(B) Outlays, $11,200,000,000.
(3) General Science, Space, and Technology (250):
(A) New budget authority, $7,250,000,000;
(B) Outlays, $7,050,000,000.
(4) Energy (270):
(A) New budget authority, $6,300,000,000;
(B) Outlays, $6,850,000,000.
(5) Natural Resources and Environment (300):
(A) New budget authority, $8,050,000,000;
(B) Outlays, $12,350,000,000.
(6) Agriculture (350):
(A) New budget authority, $5,450,000,000;
(B) Outlays, $5,100,000,000.
(7) Commerce and Housing Credit (370):
(A) New budget authority, $7,250,000,000;
(B) Outlays, $4,300,000,000.
(8) Transportation (400):
(A) New budget authority, $21,350,000,000;
(B) Outlays, $21,100,000,000.
(9) Community and Regional Development (450):

(A) New budget authority, $7,150,000,000;
(B) Outlays, $9,500,000,000.
(10) Education, Training, Employment and Social Services
(500):
(A) New budget authority, $28,150,000,000;
(B) Outlays, $29,400,000,000.
(11) Health (550):
(A) New budget authority, $84,650,000,000;
(B) Outlays, $74,450,000,000.
(12) Income Security (600):
(A) New budget authority, $278,400,000,000;
(B) Outlays, $247,650,000,000.
(13) Veterans Benefits and Services (700):
(A) New budget authority, $24,800,000,000;
(B) Outlays, $24,050,000,000.
(14) Administration of Justice (750):
(A) New budget authority, $4,350,000,000;
(B) Outlays, $4,550,000,000.
(15) General Government (800):
(A) New budget authority, $5,350,000,000;
(B) Outlays, $4,900,000,000.
(16) General Purpose Fiscal Assistance (850):
(A) New budget authority, $6,050,000,000;
(B) Outlays, $6,150,000,000.
(17) Interest (900):
(A) New budget authority, $90,100,000,000;
(B) Outlays, $90,100,000,000.
(18) Allowances (920):
(A) New budget authority, $750,000,000;
(B) Outlays, $700,000,000.
(19) Undistributed Offsetting Receipts (950):
(A) New budget authority, -$34,600,000,000;
(B) Outlays, -$34,600,000,000.
SEC. 203. (a) There is established a congressional federal credit
budget for fiscal year 1982 of which the appropriate levels of total
federal credit activity for fiscal year 1982 are:
(1) New direct loan obligations, $56,850,000,000;
(2)
New
primary
loan
guarantee
commitments,
$87,750,000,000;
(3) New secondary loan guarantee commitments,
$68,750,000,000.
(b) Based on allocations of the appropriate levels of total federal
credit activity as set forth in paragraph (1) of this subsection, the
appropriate levels of new direct loan obligations, new primary loan
guarantee commitments, and new secondary loan guarantee commitments for each functional category are as follows:
(1) National Defense (050):
(A) New direct loan obligations, $000,000,000,000;
(B) New primary loan guarantee commitments,
$50,000,000;
(C) New secondary loan guarantee commitments,
$000,000,000,000.
(2) International Affairs (150):
(A) New direct loan obligations, $8,400,000,000;

(B) New primary loan guarantee comm itments,
$9,500,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(3) General Science, Space and Technology (250):
(A) New direct loan obligations, $000,000,000,000;
(B) New primary loan guarantee comm itments,
- $150,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(4) Energy (270):
(A) New direct loan obligations, $750,000,000;
(B) New primary loan guarantee comm itments,
$1,800,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(5) Natural Resources and Environment (300):
(A) New direct loan obligations, $50,000,000;
(B) New primary loan guarantee comm itments,
$000,000,000,000;
(C)

New

secondary

loan

guarantee

comm itments,

$000,000,000,000.
(6) Agriculture (350):
(A) New direct loan obligations, $9,100,000,000;
(B) New primary loan guarantee comm itments,
$2,200,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(7) Commerce and Housing Credit (370):
(A) New direct loan obligations, $12,650,000,000;
(B) New primary loan guarantee comm itments,
$42,300,000,000;
(C) New secondary loan guarantee comm itments,
$68,200,000,000.
(8) Transportation (400):
(A) New direct loan obligations, $150,000,000;
(B) New primary loan guarantee comm itments,
$1,150,000,000;
(C) New secondary loan guarantee comm itments,
$50,000,000.
(9) Community and Regional Development (450):
(A) New direct loan obligations, $900,000,000;
(B) New primary loan guarantee comm itments,
$400,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(10) Education, Training, Employment and Social Services

(500):

(A) New direct loan obligations, $900,000,000;

(B) New primary loan guarantee
$5,200,000,000;
(C) New secondary loan guarantee
$500,000,000.
(11) Health (550):

commitments,
commitments,

(A) New direct loan obligations, $100,000,000;

(B) New primary loan guarantee
$100,000,000;
(C) New secondary loan guarantee
$000,000,000,000.

commitments,
commitments,

(12) Income Security (600):
(A) New direct loan obligations, $300,000,000;

(B) New primary loan guarantee comm itments,
$17,050,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(13) Veterans Benefits and Services (700):
(A) New direct loan obligations, $600,000,000;
(B) New primary loan guarantee comm itments,
$7,400,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(14) Administration of Justice (750):
(A) New direct loan obligations, $000,000,000,000;
(B) New primary loan guarantee comm itments,
$000,000,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000.
(15) General Government (800):
(A) New direct loan obligations, $22,800,000,000;
(B) New primary loan guarantee comm itments,
$000,000,000,000;
(C) New secondary loan guarantee comm itments,
$000,000,000,000;
(16) General Purpose Fiscal Assistance (850):
(A) New direct loan obligations, $150,000,000;
(B) New primary loan guarantee comm itments,
$750,000,000
(C) New secondary loan guarantee comm itments,
$000,000,000,000.

(17) Interest (900):
(A) New direct loan obligations, $000,000,000,000;
(B) New primary
$000,000,000,000;

(C) New

secondary

$000,000,000,000.

loan

guarantee

commitments,

loan

guarantee

commitments,

(18) Allowances (920):
(A) New direct loan obligations, $000,000,000,000;
(B) New primary loan guarantee comm itments,

$000,000,000,000;

(C) New secondary

$000,000,000,000.

loan

guarantee

comm itments,

(19) Undistributed Offsetting Receipts (950):
(A) New direct loan obligations, $000,000,000,000;
(B) New primary loan guarantee comm itments,

$000,000,000,000;
(C) New

secondary

$000,000,000,000.

loan

guarantee

comm itments,

(c) It is the sense of the Congress that the President and the
Congress, through the appropriations process, should limit in fiscal
year 1982 the off-budget lending activity of the Federal Government to a level not to exceed $23,700,000,000, the on-budget lending
activity to a level not to exceed $33,150,000,000, new primary loan
guarantee commitments to a level not to exceed $87,750,000,000,
and new secondary loan guarantee commitments to a level not to
exceed $68,750,000,000.
SEC. 204. The Congress sets forth the following budgetary levels
for fiscal year 1983 and 1984(1) the recommended level of Federal revenues is as follows:
Fiscal year 1983: $778,250,000,000;
Fiscal year 1984: $864,850,000,000;
and the amount by which the aggregate levels of Federal revenues should be increased or decrease is as follows:
Fiscal year 1983: $000,000,000,000;
Fiscal year 1984: $000,000,000,000;
(2) the appropriate level of total new budget authority is as
follows:
Fiscal year 1983: $865,550,000,000;
Fiscal year 1984: $923,250,000,000;
(3) the appropriate level of total budget outlays is as follows:
Fiscal year 1983: $779,500,000,000;
Fiscal year 1984: $839,050,000,000;
(4) the amount of the surplus or deficit in the budget which
is appropriate in light of economic conditions and all other
relevant factors is as follows:
Fiscal year 1983: -$1,250,000,000;
Fiscal year 1984: +$25,800,000,000;
(5) the appropriate level of the public debt is as follows:
Fiscal year 1983: $1,094,850,000,000;
Fiscal year 1984: $1,096,650,000,000;
and the amount by which the temporary statutory limit on
such debt should be accordingly increased is as follows:
Fiscal year 1983: $34,850,000,000;
Fiscal year 1984: $1,800,000,000.
SEC. 205. Based on allocations of the appropriate level of total
new budget authority and of total budget outlays for fiscal years
1983 and 1984 as set forth above, the appropriate level of new
budget authority and the estimated budget outlays for each major
functional category are respectively as follows:
(1) National Defense (050):
Fiscal year 1983:
(A) New budget authority, $225,550,000,000;
(B) Outlays, $225,800,000,000.
Fiscal year 1984:
(A) New budget authority, $291,550,000,000;
(B) Outlays, $260,450,000,000.
(2) International Affairs (150):
1
Fiscal year 1983:
(A) New budget authority, $17,350,000,000;
(B) Outlays, $11,650,000,000.
Fiscal year 1984:
(A) New budget authority, $17,000,000,000;

(B) Outlays, $12,400,000,000.
(3) General Science, Space, and Technology (250):
Fiscal year 1983:
(A) New budget authority, $7,700,000,000;
(B) Outlays, $7,450,000,000.
Fiscal year 1984:
(A) New budget authority, $7,200,000,000;
(B) Outlays, $7,300,000,000;
(4) Energy (270):
Fiscal year 1983:
(A) New budget authority, $7,350,000,000;
(B) Outlays, $7,550,000,000.
Fiscal year 1984:
(A) New budget authority, $5,800,000,000;
(B) Outlays, $5,950,000,000.
(5) Natural Resources and Environment (300):
Fiscal year 1983:
(A) New budget authority, $11,250,000,000;
(B) Outlays, $12,150,000,000.
Fiscal year 1984:
(A) New budget authority, $11,200,000,000;
(B) Outlays, $11,500,000,000.
(6) Agriculture (350):
Fiscal year 1983:
(A) New budget authority, $6,600,000,000;
(B) Outlays, $5,050,000,000.
Fiscal year 1984:
(A) New budget authority, $6,050,000,000;
(B) Outlays, $4,900,000,000.
(7) Commerce and Housing Credit (370):
Fiscal year 1983:
(A) New budget authority, $6,600,000,000;
(B) Outlays, $2,800,000,000.
Fiscal year 1984:
(A) New budget authority, $7,000,000,000;
(B) Outlays, $3,350,000,000.
(8) Transportation (400):
Fiscal year 1983:
(A) New budget authority, $22,650,000,000;
(B) Outlays, $21,750,000,000.
Fiscal year 1984:
(A) New budget authority, $23,250,000,000;
(B) Outlays, $22,500,000,000.
(9) Community and Regional Development (450):
Fiscal year 1983:
(A) New budget authority, $7,900,000,000;
(B) Outlays, $8,100,000,000.
Fiscal year 1984:
(A) New budget authority, $8,050,000,000;
(B) Outlays, $7,Q50,000,000.
(10) Education, Training, Employment, and Social Services
(500):
Fiscal year 1983:
(A) New budget authority, $28,800,000,000;

(B) Outlays, $28,300,000,000.
Fiscal year 1984:
(A) New budget authority, $28,200,000,000;
(B) Outlays, $27,900,000,000.
(11) Health (550):
Fiscal year 1983:
(A) New budget authority, $93,200,000,000;
(B) Outlays, $84,200,000,000.
Fiscal year 1984:
(A) New budget authority, $102,100,000,000;
(B) Outlays, $93,500,000,000.
(12) Income Security (600):
Fiscal year 1983:
(A) New budget authority, $306,650,000,000;
(B) Outlays, $271,900,000,000.
Fiscal year 1984:
(A) New budget authority, $328,200,000,000;
(B) Outlays, $295,400,000,000.
(13) Veterans Benefits and Services (700):
Fiscal year 1983:
(A) New budget authority, $26,250,000,000;
(B) Outlays, $25,450,000,000.
Fiscal year 1984:
(A) New budget authority, $28,500,000,000;
(B) Outlays, $27,150,000,000.
(14) Administration of Justice (750):
Fiscal year 1983:
(A) New budget authority, $4,400,000,000;
(B) Outlays, $4,450,000,000.
Fiscal year 1984:
(A) New budget authority, $4,600,000,000;
(B) Outlays, $4,600,000,000.
(15) General Government (800):
Fiscal year 1983:
(A) New budget authority, $5,500,000,000;
(B) Outlays, $5,200,000,000.
Fiscal year 1984:
(A) New budget authority, $5,500,000,000;
(B) Outlays. $5,500,000,000.
(16) General Purpose Fiscal Assistance (850):
Fiscal year 1983:
(A) New budget authority, $6,100,000,000;
(B) Outlays, $6,100,000,000.
Fiscal year 1984:
(A) New budget authority, $6,250,000,000;
(B) Outlays, $6,250,000,000.
(17) Interest (900):
Fiscal year 1983:
(A) New budget authority, $90,650,000,000;
(B) Outlays, $90,650,000,000.
Fiscal year 1984:
(A) New budget authority, $87,100,000,000;
(B) Outlays, $87,100,000,000.
(18) Allowances (920):
77-239 0 - 81
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Fiscal year 1983:
(A) New budget authority, $1,250,000,000;
(B) Outlays, $1,150,000,000.
Fiscal year 1984:
(A) New budget authority, $1,300,000,000;
(B) Outlays, $1,250,000,000.
(19) Undistributed Offsetting Receipts (950):
Fiscal year 1983:

(A) New budget authority, - $40,200,000,000;
(B) Outlays, - $40,200,000,000.

Fiscal year 1984:

(A) New budget authority, - $45,600,000,000;
(B) Outlays, - $45,600,000,000.

SEC. 206. The question of indexing is a central part of developing
Federal fiscal policy. About half the Federal budget is subject to
indexing either explicitly or implicitly. Because of the importance
of the indexing question and its simplification for the process of
Federal budgeting, it is the sense of the Congress that the leadership of both parties should form a bipartisan effort to make a
recommendation on indexing reform to be implemented no later
than fiscal year 1984.

TITLE III-PROVIDING RECONCILIATION INSTRUCTIONS
AND OTHER ENFORCEMENT MEASURES
PART A-RECONCILIATION INSTRUCTIONS

SEC. 301. Pursuant to section 301(b)(2) of the Budget Act:

(1) the House Committee on Agriculture shall recommend
program changes in laws within its jursidiction to reduce
spending for fiscal year 1982 by $48,000,000 in budget authority
and $374,000,000 in outlays, to reduce spending for fiscal year
1983 by $48,000,000 in budget authority and $357,000,000 in
outlays, and to reduce spending for fiscal year 1984 by
$274,000,000 in budget authority and $486,000,000 in outlays;
(2) the House Committee on Armed Services shall recommend program changes in laws within its j ursidiction to reduce
spending for fiscal year 1982 by $1,029,000,000 in budget authority and $1,029,000,000 in outlays, to reduce spending for
fiscal year 1983 by $1,056,000,000 in budget authority and
$1,056,000,000 in outlays, and to reduce spending for fiscal year
1984 by $686,000,000 in budget authority and $686,000,000 in
outlays;
(3) the House Committee on Education and Labor shall recommend program changes in laws within its jurisdiction to
reduce spending for fiscal year 1982 by $2,020,000,000 in budget
authority and $1,810,000,000 in outlays, to reduce spending for
the fiscal year 1983 by $2,414,000,000 in budget auhority and
$2,408,000,000 in outlays, and to reduce spending for fiscal year
1984 by $3,331,000,000 in budget authority and $3,116,000,000
in outlays;
(4) the House Committee on Energy and Commerce shall
recommend program changes in laws within its jurisdiction to
reduce spending for fiscal year 1982 by $949,000,000 in budget
authority and $829,000,000 in outlays, to reduce spending for

the fiscal year 1983 by $1,200,000,000 in budget authority and
$1,070,000,000 in outlays, and to reduce spending for fiscal year
1984 by $1,610,000,000 in budget authority and $1,480,000,000
in outlays;
(5) the House Committee on Foreign Affairs shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $5,000,000 in outlays, to reduce
spending for the fiscal year 1983 by $4,000,000 in outlays, and
to reduce spending for fiscal year 1984 by $3,000,000 in outlays;
(6) the House Committee on Government Operations shall
recommend program changes in laws within its jurisdiction to
reduce spending for fiscal year 1982 by $340,000,000 in budget
authority and $255,000,000 in outlays, to reduce spending for
the fiscal year 1983 by $340,000,000 in budget authority and
$340,000,000 in outlays, and to reduce spending for fiscal year
1984 by $340,000,000 in budget authority and $340,000,000 in
outlays;
(7) the House Committee on Interior and Insular Affairs
shall recommend program changes in laws within its jurisdiction to reduce spending for fiscal year 1982 by $200,000,000 in
budget authority and $200,000,000 in outlays, to reduce spending for the fiscal year 1983 by $200,000,000 in budget authority
and $200,000,000 in outlays, and to reduce spending for fiscal
year 1984 by $300,000,000 in budget authority and $300,000,000
in outlays;
(8) the House Committee on Merchant Marines and Fisheries
shall recommend program changes in laws within its jurisdiction to reduce spending for fiscal year 1982 by $99,000,000 in
budget authority and $99,000,000 in outlays, to reduce spending for the fiscal year 1983 by $150,000,000 in budget authority
and $150,000,000 in outlays, and to reduce spending for fiscal
year 1984 by $160,000,000 in budget authority and $160,000,000
in outlays;
(9) the House Committee on Post Office and Civil Service
shall recommend program changes in laws within its jurisdiction to reduce spending for fiscal year 1982 by $5,430,000,000 in
budget authority and $5,524,000,000 in outlays, to reduce
spending for the fiscal year 1983 by $7,869,000,000 in budget
authority and $8,026,000,000 in outlays, and to reduce spending
for fiscal year 1984 by $9,496,000,000 in budget authority and
$9,742,000,000 in outlays;
(10) the House Committee on Public Works and Transportation shall recommend program changes in laws within its jurisdiction to reduce spending for fiscal year 1982 by $123,000,000
in budget authority and $31,000,000 in outlays, to reduce
spending for the fiscal year 1983 by $31,000,000 in outlays, and
to reduce spending for fiscal year 1984 by $31,000,000 in outlays;
(11) the House Committee on Science and Technology shall
recommend program changes in laws within its jurisdiction to
reduce spending for fiscal year 1982 by $200,000,000 in budget
authority and $200,000,000 in outlays, to reduce spending for
the fiscal year 1983 by $200,000,000 in budget authority and
$200,000,000 in outlays, and to reduce spending for fiscal year

1984 by $300,000,000 in budget authority and $300,000,000 in
outlays;
(12) the House Committee on Small Business shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $118.000,000 in budget authority and $71,000,000 in outlays, to reduce spending for the fiscal
year 1983 by $152,000,000 in budget authority and $144,000,000
in outlays, and to reduce spending for fiscal year 1984 by
$211,000,000 in budget authority and $192,000,000 in outlays;
(13) the House Committee on Veterans' Affairs shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $110,000,000 in budget authority and $110,000,000 in outlays, to reduce spending for the fiscal
year 1983 by $108,000,000 in budget authority and $108,000,000
in outlays, and to reduce spending for fiscal year 1984 by
$106,000,000 in budget authority and $106,000,000 in outlays;
(14) the House Committee on Ways and Means shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $2,885,000,000 in budget authority and $5,785,000,000 in outlays, to reduce spending for
the fiscal year 1983 by $2,240,000,000 in budget authority and
$7,140,000,000 in outlays, and to reduce spending for fiscal year
1984 by $1,825,000,000 in budget authority and $8,625,000,000
in outlays.
SEC. 302. Pursuant to section 301(b)(2) of the Budget Act:
(1) the Senate Committee on Agriculture, Nutrition, and Forestry shall recommend program changes in laws within its
jurisdiction to reduce spending for fiscal year 1982 by
$1,048,000,000 in budget authority and $1,374,000,000 in outlays, to reduce spending for the fiscal year 1983 by
$1,398,000,000 in budget authority and $1,657,000,000 in outlays, and to reduce spending for fiscal year 1984 by
$1,974,000,000 in budget authority and $2,136,000,000 in outlays;
(2) the Senate Committee on Armed Services shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $1,029,000,000 in budget authority and $1,029,000,000 in outlays, to reduce spending for
the fiscal year 1983 by $1,056,000,000 in budget authority and
$1,056,000,000 in outlays, and to reduce spending for fiscal year
1984 by $686,000,000 in budget authority and $686,000,000 in
outlays;
(3) the Senate Committee on Energy and Natural Resources
shall recommend program changes in laws within its jurisdiction to reduce spending for fiscal year 1982 by $200,000,000 in
budget authority and $200,000,000 in outlays, to reduce spending for the fiscal year 1983 by $200,000,000 in budget authority
and $200,000,000 in outlays, and to reduce spending for fiscal
year 1984 by $300,000,000 in budget authority and $300,000,000
in outlays;
(4) the Senate Committee on Finance shall recommend program changes in laws within its jurisdiction to reduce spending
for fiscal year 1982 by $3,385,000,000 in budget authority and
$6,235,000,000 in outlays, to reduce spending for the fiscal year

1983 by $2,940,000,000 in budget authority and $7,740,000,000
in outlays, and to reduce spending for fiscal year 1984 by
$2,825,000,000 in budget authority and $9,525,000,000 in outlays;
(5) the Senate Committee on Foreign Relations shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $5,000,000 in outlays, to reduce
spending for the fiscal year 1983 by $4,000,000 in outlays, and
to reduce spending for fiscal year 1984 by $3,000,000 in outlays;
(6) the Senate Committee on Governmental Affairs shall recommend program changes in laws within its jurisdiction to
reduce spending for fiscal year 1982 by $5,770,000,000 in budget
authority and $5,779,000,000 in outlays, to reduce spending for
the fiscal year 1983 by $8,209,000,000 in budget authority and
$8,366,000,000 in outlays, and to reduce spending for fiscal year
1984 by $9,836,000,000 in budget authority and $10,082,000,000
in outlays;
(7) the Senate Committee on Labor and Human Resources
shall recommend program changes in laws within its jurisdiction to reduce spending for fiscal year 1982 by $1,269,000,000 in
budget authority and $989,000,000 in outlays, to reduce spending for the fiscal year 1983 by $1,364,000,000 in budget authority and $1,378,000,000 in outlays, and to reduce spending for
fiscal year 1984 by $1,941,000,000 in budget authority and
$1,746,000,000 in outlays;
(8) the Senate Committee on Public Works and Environment
shall recommend program changes in laws within its jurisdiction to reduce spending for fiscal year 1982 by $123,000,000 in
budget authority and $31,000,000 in outlays, to reduce spending for the fiscal year 1983 by $31,000,000 in outlays, and to
reduce spending for fiscal year 1984 by $31,000,000 in outlays;
(9) the Senate Committee on Small Business shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $118,000,000 in budget authority and $71,000,000 in outlays, to reduce spending for the fiscal
year 1983 by $152,000,000 in budget authority and $144,000,000
in outlays, and to reduce spending for fiscal year 1984 by
$211,000,000 in budget authority and $192,000,000 in outlays;
(10) the Senate Committee on Veterans' Affairs shall recommend program changes in laws within its jurisdiction to reduce
spending for fiscal year 1982 by $110,000,000 in budget authority and $110,000,000 in outlays, to reduce spending for the fiscal
year 1983 by $108,000,000 in budget authority and $108,000,000
in outlays, and to reduce spending for fiscal year 1984 by
$106,000,000 in budget authority and $106,000,000 in outlays;
SEC. 303. Not later than June 15, 1981, the committees named in
sections 301 and 302 shall submit their recommendations to the
Committees on the Budget of their respective Houses. Those recommendations shall be sufficient to accomplish the reductions required by such sections. After receiving those recommendations,
the Committees on the Budget shall report to the House and
Senate a reconciliation bill or resolution or both carrying out all
such recommendations without any substantive revision.

PART B-ENFORCEMENT MEASURES

SEC. 311. (a) No bill or resolution providing(1) new budget authority for fiscal year 1982, or
(2) new spending authority described in section 401(c)(2)(C) of
the Budget Act first effective in fiscal year 1982-which exceeds the appropriate allocation or subdivision made pursuant
to section 302 of such Act shall be enrolled until after Congress
has completed action on the second concurrent resolution on
the budget required to be reported under section 310 of such
Act, and on any reconciliation legislation required by such
resolution.
(b) Subsection (a) shall not apply to bills and resolutions for
which a conference report has been filed in either House prior to
final adoption by both Houses of this resolution.
PART C-IMPROVED ADMINISTRATIVE PROCEDURES

SEC. 321. Whereas, the results of surveys of the Offices of the
Inspectors-General and hearings with the Comptroller General of
the United States and the Inspectors-General of the Cabinet Departments indicate mismanagement, indifference, and occasional
abuse of public trust in the financial administration of Federal
programs; whereas, the General Accounting Office indicates that,
with improved management in the Executive Branch, and in some
cases, the enactment of legislation needed to provide stronger administrative procedures, net savings from the President's budget of
$4.85 billion are achievable for fiscal year 1982 and additional
savings of $6.15 billion are achievable for fiscal years 1983 and
1984, it is sense of the Congress, that the newly created Council on
Integrity and Efficiency should prepare comprehensive, long-term
plans encompassing at a minimum debt collection, procurement
procedures, resolution of audit findings, and the other areas of
possible budget savings through improved administrative procedures covered by the General Accounting Office report to the
House Committee on the Budget, and that necessary legislation to
implement these plans be submitted to Congress no later than
June 1, 1981.

II. ADDRESSING THE NATION'S ECONOMIC PROBLEMS:
THE HOUSE BUDGET COMMITTEE'S RECOMMENDATION
FOR ECONOMIC RECOVERY
The House Budget Committee's recommendations for fiscal year
1982, 1983, and 1984 attack the Nation's critical economic problems: inflation, productivity, and energy independence. The Committee endorses and supports the administration's objectives of
reducing inflation and increasing investment and productivity. The
Committee recognizes that the administration's program contains
many proposals that will contribute significantly toward achieving
these shared goals. In fact, a majority of these proposals have been
accepted by this Committee as submitted by the administration.
The Committee has implemented fully, however, its constitutional and statutory responsibility to examine carefully the administration's proposals and to modify and improve them as required by its
judgment and the most recent information provided to the Congress. Therefore, the recommendations in some areas amend or
replace administration proposals by providing more effective policies for meeting those shared goals. The Committee has also been
mindful of the need to preserve equity when reducing Federal
spending and taxes. The immediate costs of economic reform
should be borne equitably by all citizens and should not fall disproportionately on the helpless and truly needy members of our society or on any particular geographical or regional area.
FISCAL RESTRAINT AND THE BUDGET DEFICIT

The administration's March 10 budget proposed total outlays $44
billion lower than those in the January budget. Of this amount,
about $15 billion represents more optimistic assumptions and estimating differences; about $29 billion represents program reductions
below those proposed in January. As reestimated by the Committee
on the basis of more recent economic information, the administration's 1982 budget outlays would be $716.7 billion, a reduction of
$28.8 billion below the current policy level of $745.5 billion. [See
table 1.]
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THAT DEPENDS ON WHERE YOU START
IF CURRENT POLICY IS THE BASE,
CARTER (AS REESTIMATED) CUTS
2.3 BILLION, REAGAN (AS
REESTIMATED) CUTS 28.8 BILLION,
AND H.B.C. CUTS 30.95 BILLION.
THESE CUTS ARE NET, THAT
IS,SPENDING INCREASES, E.G.,
IN DEFENSE, ARE COUNTED.
THEREFORE, THE CUTS ARE
REALLY DEEPER, BUT OFFSET
BY INCREASES.
REAGAN STATES THAT HE CUTS
44 BILLION FROM CARTER
($739.3 -$695.4 = $43.9), BUT
THAT IS THE REAGAN CUT FROM
CARTER BEFORE REESTIMATES.
IF THOSE TWO BUDGETS ARE
REESTIMATED USING COMMON
ASSUMPTIONS, REAGAN ONLY
CUTS 26.5 BILLION FROM CARTER.
H.B.C. CUTS MORE: 28-65 BILLION.
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RECOMMENDATION

The Committee strongly endorses the administration's policy of
reduced Federal spending and recommends 1982 outlays of $714.55
billion, $2.15 billion lower than those proposed by the administration, and reflecting different priorities in the composition of spending. The Committee's spending recommendation reflects a reduction of $30.95 billion below current policy.
Fiscal restraint, however, requires a prudent tax policy as well as
spending reductions. Tax reduction must be carefully coordinated
with spending cuts to ensure that budget deficits in the future
decline as required to reduce inflation.
Large and continuing budget deficits that reduce national saving
and crowd out private sector investment are unacceptable. Restrained budgetary policy and lower budget deficits are essential.
In the absence of such budgetary restraint, a conflict between
large deficit financing requirements and restrained monetary
growth, with sharply higher interest rates, becomes more likely.
Such a conflict would exacerbate the problems already faced by
housing, autos, and thrift institutions.
For this reason, the Committee cannot acccept the administration's proposed, large multiyear tax reductions, which would result
in the large budget deficits projected for fiscal years 1982, 1983,
and 1984 shown in Table 2 below. The Committee recommends an
alternative fiscal policy of more moderate tax reduction, proceeding
one year at a time, which does not subject the Nation to the risk of
such large and inflationary budget deficits. The committee's alternative fiscal policy would substantially strengthen the anti-inflation spending policy proposed by the administration.
TABLE 2.-PROJECTED BUDGET SURPLUS (+) OR DEFICIT

House Budget Committee recommendation ..
Administration recommendation
March 10 proposal..
As estimated by Congressional Budget Office ..............
As estimated by Senate Budget Committee ..............
As estimated by House Budget Committee
....

1981

1982

-515

-25.6

-549
-630
-62.9
-.......
-57.0

-451
-670
-642
-493

(-)
1983

- 13
-228
-590
-668
-56.3

1984

+25.75
+05
-490
-59 7
-63.15

POLICIES To RAISE PRODUCTIVITY

The Committee modified the administration's proposals by recommending different and additional policies to enhance productivity growth in our economy. The Committee rejects the view that
large, across-the-board individual tax rate reductions are an effective means of increasing savings and capital formation. Rather, the
Committee believes that tax policy should contain incentives specifically targeted to increase savings and investment in addition to
general tax relief. The Committee therefore urges the Committee
on Ways and Means to consider such savings and investment measures when formulating its specific recommendations on tax policy.
The Committee recommends a tax policy much more oriented
toward savings and investment than the consumption-oriented proposal of the administration. While the administration's proposal
provides only 20 percent of the 1982 tax reduction for savings and

investment incentives, the Committee's recommendations target
about 50 percent of the 1982 tax reduction on savings and investment incentives.
With respect to spending policy, the Committee has made productivity growth a top priority. First, it recognizes that investments in human capital are as important to productivity as investments in machines, bricks and mortar. The committee, therefore,
recommends restorations of funding in education, health and jobtraining programs which will improve the quality of the labor force
and pay rich dividends in productivity. Second, the Committee
believes that excessive reductions and deferrals of public investments in captial infrastructure, research, and technology will only
worsen the long-term productivity problem. The Committee, therefore, does not accept all the administration's proposed reductions in
these areas.
Finally, the Committee shares the administration's belief that
the filling of Strategic Petroleum Reserve is essential to the Nation's energy security. On balance, however, the Committee notes
with regret that the administration has no comprehensive energy
policy, except through increased prices. The Committee strongly
believes that initiatives for energy conservation and supply, in
addition to those provided by the market mechanism, are fully
justified by the Nation's energy and national security requirements. Funding is therefore restored for critical energy programs.
PRESERVING EQUITY

In modifying the administration's recommendations, the Committee has been especially diligent to provide equity within the overall
policy of spending restraint and tax reduction. The administration's tax proposal, in addition to the budgetary risks it poses, is
inequitable. As shown in Table 3 below, the administration's tax
reduction provides disproportionately large increases in the aftertax income of high-income families, proportionately much less
relief to low and middle-income families.
On the spending side, the administration's "safety net" for the
truly needy is not strong enough to protect those most in need, and
some administration proposals are likely to displace low income
families from productive employment to welfare. Therefore the
Committee has proposed modifications of the President's program
which would reduce the work disincentives of the program for lowincome families, encouraging them to continue employment rather
than go on welfare and which would better support those who are
genuinely unable to work.
TABLE 3.-EFFECTS OF PROPOSED ADMINISTRATION INCOME TAX RATE CUT BY INCOME
CLASSES, CALENDAR YEAR 1982 AT 1981 INCOME LEVELS
Average tax
reduction
(dollars)

Expanded income class
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20 to 50,000 ..
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....

Percentage
increase in
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. .... ... ...........
...... .....
.......................
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.............................
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19

700

2.7

.................

.. ............................. ....
...................................................

2,126
6,837

45
60

National defense
The Committee recommendation for National Defense provides
for increases in budget authority of $39.35 billion and $27.75 billion
in outlays. These levels would provide real growth over fiscal year
1981 of 10.6 percent in budget authority and 6.4 percent in outlays.
The Committee recommendation recognizes the importance of
maintaining a national defense second to none and supports the
most rapid peacetime increase in the defense budget in history.
The Committee recommendation fully supports defense equipment
readiness and modernization, as well as improvements in the quality of life for military personnel.
At a time when the budget for all other functions of the Federal
budget is declining the increase in National Defense outlays (6.4
percent) is more than twice the commitment the United States
entered into with our NATO allies in 1977 to increase real defense
spending at a rate averaging 3 percent per year.
As compared to fiscal year 1980, the most recently completed
year, the Committee recommendations are 50.6 percent higher in
budget authority and 39.6 percent higher in outlays. This represents an increase over fiscal year 1980 of $73.7 billion in budget
authority and $53.85 billion in outlays.
Veterans benefits
The Committee's commitment to a strong national defense extends to protecting the rights and benefits of those men and women
who have honorably served their country in times of great national
peril.
The Committee believes the administration's proposals with respect to veterans benefits falls short of what is necessary and fair.
The Committee, therefore, has restored funds to insure that veterans hospitals are adequately staffed with competent personnel and
that the staff is compensated at rates to insure the retention of
such personnel. The Committee has targeted funds that provide for
the continuation of the readjustment counseling program and new
employment and housing initiatives. Inflation adjustments are also
assumed in the budget targets.
Reconciliation
Reconciliation is a procedure included in the Budget Act which
allows Congress to enforce the targets or ceilings which they have
set in the budget resolution by directing committees to change
legislation within their jurisdiction if necessary to stay within
these limits.
The Committee-reported resolution includes a directive to 14
House Committees to reduce spending by $14.3 billion in budget
authority and $15.7 billion in outlays in fiscal year 1982 to be
achieved through changes in laws which mandate spending or real
program reform. In addition, the Committee directs reconciliation
for fiscal years 1983-84. For the most part, these 1983-84 outlays
represent later spendout of the fiscal year 1982 changes, but also
included are several outyear policy choices. It is necessary to make

these changes over several years in order to achieve a consistent
policy. The Committee hopes to prevent a repetition of last year's
experience in which many committees submitted temporary spending reductions for fiscal year 1981 only to have outlays revert back
to the higher spending levels in later years.
Last year the Congress initiated use of the reconciliation process
in the first budget resolution by directing 8 House committees to
achieve savings in fiscal year 1981 of $9 billion in reduced outlays
and $4 billion in increased revenues. After six months of legislative
effort and a conference involving 100 Members of the House and
Senate, agreement was reached on a reconciliation package of $8.2
billion in outlay savings and increased revenues. Last year's directive did not include the outyears.
Reconciliation is an important budgetary tool because it allows
Congress to reduce spending within the 76 percent of the budget
which would otherwise be uncontrollable in the budget yearspending which otherwise would continue without any further
action of Congress absent a change in law.

Ill. THE ECONOMIC OUTLOOK: REALISTIC ASSUMPTIONS
FOR MAKING BUDGET POLICY
INTRODUCTION

During the past 15 years the performance of the American economy become increasingly unsatisfactory in three critial areas.
First, inflation, which had been near zero in the early 1960's, was
ratcheted up, first by the inflationary fiscal policy pursued during
the Vietnam period, and later by severe commodity price increases,
principally those of oil, in 1974 and 1979. Each successive shock left
the rate of cost inflation in the economy about three points higher
than it has been previously. By 1981 the underlying inflation rate
was 9 to 10 percent. Because expectations about the future are
based on information from both past and present, there was a
gradual worsening of perceptions about future inflation rates
during the mid-1970's. This played a role in structural changes
which, in the name of protecting workers, businesses, and recipients of government entitlement payments against future inflation,
tended to make inflation a cumulative and self-propelling process.
Second, productivity growth slowed markedly during this period.
Output per manhour in the private sector, which had grown at an
annual rate of 3.3 percent prior to 1965, slowed to 2.4 percent in
the period 1965-73. Productivity growth since 1973 has been even
more disppointing, averaging only 1.5 percent. In recent years the
level of productivity actually declined. The causes of this sharp
decline in productivity growth are not well understood, but there is
general agreement that increases in social and economic regulation
and an insufficient rate of capital formation played major roles.
Third, during the 1970s the United States became increasingly
more dependent on imported oil. Meanwhile, OPEC countries solidified their pricing power, and political uncertainty and instability in the Middle East increased. "Oil price shocks" in 1974 and
1979 sharply increased energy costs, accelerated inflation, and substantially destabilized the economy by slowing growth, reducing
productive capacity, and raising unemployment.
During the 1970's, the pace of net capital formation was inadequate to provide enough new capital to sustain economic growth
at rates which had been traditionally viewed as normal for the
United States without accelerating inflation. Although the ratio of
real business fixed investment to GNP was higher in the 1974 to
1979 period than between 1949 and 1969, the rate of growth of the
capital stock dropped by more than 25 percent in those years. In
addition, the massive increase in the price of energy relative to the
prices of labor and capital made some of the existing capital stock
obsolete, requiring earlier replacement than previously.
Thus, the U.S. economy encountered genuine supply constraints
on its growth during the last half of the 1970's, in spite of exceptionally rapid growth in the labor force and employment, and

industrial and export growth relative to historical trends which
compares favorably with that of other major industrial countries.
Some of these supply constraints will persist in the early 1980's. In
addition, the restrained monetary and fiscal policies designed to
reduce inflation will, in the short term, make real economic growth
at historic rates more difficult to achieve. Fiscal policy for 1982
must be made against this background.
ECONOMIC OUTLOOK FOR

1981

AND

1982

The economic assumptions adopted by the Committee for 1981
and 1982 reflect the latest available economic information and the
judgment that, at this critical juncture, prudence, caution, and
realism are the best guides to fiscal policymaking.
The economic forecast on which the Committee's economic assumptions are based was completed during the last week of March.
It therefore incorporated information which was not available to
the administration or the Congressional Budget Office, which completed their forecasts approximately two months earlier. In particular, the Committee's forecast embodies the evidence of surprising
strength in the economy during the first quarter of 1981.
Major reforms are recommended in both tax and spending policy.
These reforms in time will result in a stronger, more stable and
less inflationary economy. However, the period of transition will
last for several years. During this time the conditions of the economy and the budget must be critically assessed to ensure that longer
term goals will be met. Therefore, the Committee does not assume
that the policies proposed in this resolution will produce and immediate sharp reduction in inflation and interest rates. The administration projects slow growth in 1981 followed by rapid economic
growth in 1982. It also projects sharp reductions in inflation and
interest rates in both years. There is no precedent for this pattern
of rapid recovery and falling inflation and interest rates during a
period of consistent monetary restraint. Prudent policymaking
would assume, at most, a gradual reduction in interest rates and
inflation during the next 2 years, rather than such a rapid decline.
The Committee found no support for the administration's optimistic economic assumptions in its expert testimony and the administration provided no detailed and specific analysis which would
justify its assumptions. Moreover, expert witnesses before the Committee's Task Force on Economic Policy and Productivity were
unanimous in their views that the administration's economic assumptions are too optimistic and that the projected budget deficits
were substantially underestimated.
The beginning of 1981 has been stronger than anticipated. Preliminary estimates indicate that real GNP grew at an annual rate
of about 5 percent or more in the first quarter. This economic
strength has raised the expected growth rate for the entire year in
most forecasts, including that of the Committee. The economy is
now expected to grow at an average rate of about 21/2 percent
during 1981, with growth somewhat slower in the second half of
the year. In line with this growth forecast, the unemployment rate
is expected to remain in the range of 71/2 percent to the end of the
year.

Although consumer spending was the major driving force in the
first quarter, it is not expected to remain strong during the remainder of the year. Personal disposable income is not increasing fast
enough to support strong growth in consumer purchases, and consumption in the first quarter was encouraged by the rebate programs of major auto companies and the moderate winter weather
in many parts of the country. This "borrowing" from subsequent
quarters is reflected in the drop in the personal saving rate from 6
percent in the third quarter of 1980 to about 4 percent at the end
of the first quarter of 1981, the lowest rate in 30 years. Such a rate
is generally agreed to be unsustainably low. If consumers return to
spending out of current income, sales will weaken.
Business investment did not fall as much during the 1980 recession as expected, but it is not forecast to increase significantly
during the remainder of 1981, after the strong first quarter. This is
the expected result of uncertainty about future product demand,
continued high interest rates, and a squeezing of corporate profit
margins during the first half of the year. Business inventories are
highly unstable. Some rebuilding of stocks may be necessary in the
next quarter if stocks remain fairly lean and demand increases
moderately, but if accumulation continues into the spring, a readjustment may affect output in the second and third quarters. Housing activity during 1981 is likely to be relatively weak as a result of
continued high mortgage interest rates and the financial problems
of thrift institutions.
The Committee expects little deceleration in the inflation rate in
1981 compared with 1980; the GNP deflator increases at 10.0 percent in 1981 compared to 9.8 percent in 1980 while the CPI decelerates to 11.1 percent from 12.4 percent as a result of lower inflation
in housing. Inflation does not fall more rapidly because of momentum built into the inflationary process by steady increases in unit
labor costs from compensation increases far in excess of productivity gains. These increases, of course, represent an attempt to keep
pace with inflation during a period of substantial pressures on real
incomes. Furthermore, the uncertainty of the forecast is greatest in
the price area because all of the imponderables converge here:
Another spurt in interest rates could again work its way through
the CPI housing component; OPEC prices could be increased dramatically, driving up domestic energy costs; another bad harvest in
the United States or major food importing countries could cause a
surge in food prices in this country. While most of these risks are
on the pessimistic side, a continuing fall in interest rates or stability of oil prices could improve the inflation picture in the short
run.
In 1982 the economy should enjoy moderate but sustained increases in output and incomes, as the policies recommended in this
Budget Resolution begin to take hold. Investment in business
equipment and structures should begin to reflect the capital cost
recovery reform; inflation will begin to decline more significantly
as monetary and fiscal restraint and improved expectations reduce
the growth of compensation and unit labor costs. Interest rates
should also moderate as expectations improve, savings increase,
and the Federal deficit declines.

On a fourth quarter to fourth quarter basis, real GNP is projected to grow at 22 to 3 percent in 1982 while the GNP deflator
increases at about 91/2 percent. Unemployment is expected to average 7.3 percent during the year, about the same as in 1981, but
should be falling steadily as 1983 begins.
In accordance with this forecast, 1982 should be viewed as the
year in which the foundation for healthy growth in succeeding
years is built. With the adoption of the fiscal policies recommended
in this Resolution, a new direction in budgetary policy will have
been set. The other crucial element is the stance of monetary
policy during 1981 and 1982. This will require a delicate balance.
Continued monetary restraint is clearly required to make steady
progress in reducing inflation, but an overly restrictive policy could
bring the recovery to a premature end and damage the prospects
for improved investment and productivity growth.
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LONGER TERM ECONOMIC PROJECTIONS

Longer term economic projections are required to plan budgetary
policy for the future. Because of the inherent uncertainty of future
economic developments, such projections must be made and used
with a substantial measure of caution. Long term economic projections are less constrained by events than short-term forecasts and
the link between wishful thinking and guarded optimism is less
easy to draw. The projections used here for the 1983 and 1984
budget estimates assume an economy making steady but gradual
progress in reducing inflation, interest rates and unemployment
from the high rates experienced in recent years. The course of the
economy since the mid-1960's shows that stagflation did not appear

overnight, but resulted from a series of both demand and supplyside shocks over a period of years. Similarly, inflation is now
inbedded in price and wage agreements, institutional arrangements, and expectations, all of which make it difficult to reduce
inflation rapidly. The cure will take time even if policies which are
judicious and aimed at the longer run are fully implemented immediately.
Table 2 below compares the economic projections for 1981 to 1984
assumed by the Committee with those of the administration and
the three major commercial forecasting services. All assume an
improvement in economic conditions consistent with the new direction in policy proposed by the administration and recommended by
the Committee. The major difference between the projections is
that the administration projects a very rapid decline in inflation
and interest rates over the 4-year period despite a strong acceleration of economic growth in 1982 and continued strength thereafter.
This difference in long-term assumptions has important implications for the budget in future years. As noted by expert witnesses
before the Committee's Task Force on Economic Policy and Productivity, overestimates of real economic growth and underestimates
of inflation will reduce the size of anticipated budget deficits.
One criterion for judging the reasonableness of long-term forecasts is to compare the results with historical experience. The
Committee's projections, and those of the forecasting services
shown in Table 2, tend to conform more closely to this experience
than those of the administration. Some will object that the policies
proposed are a dramatic break with historical practice and that
such comparisons are therefore invalid. However, it would be imprudent for the purposes of long-range budget planning to assume
that history can be easily denied. Major policy changes take time
to work and, even in the best of circumstances, are unlikely to
produce immediate modifications of economic behavior and relationships. Furthermore, existing empirical evidence on the relationship between policy changes and the supplies of labor and capital
does not suggest responses as large as those implied by the administration's projection.
During the two decades between 1959 and 1979 real output of the
economy grew at an average annual rate of 3.7 percent; however,
the rate of growth declined in the second half of the period to 3.2
percent from 4.2 percent in the first decade. The administration
projects real output growth averaging 4.8 percent during 19821984, about half again as rapid as growth between 1969 and 1979.
On the other hand, the Committee assumptions project growth to
average 3.4 percent annually, slightly stronger than the average
experience of the 1970's, but considerably more rapid than that of
recent years.
Because supply-increase policies affect the economy with a lag,
progress in bringing inflation down is likely to be slow at first,
with the principal benefits appearing later in the 1980's. Consumer
price inflation as measured by the CPI accelerated from about 3
percent at annual rates towards the end of the 1960's to more than
12 percent in 1979 and 1980. In comparison, the administration
projects that CPI inflation will decline from its 12.6 percent rate in
1980 to about 5 percent by the end of 1984. The Committee assump-
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tions show inflation slowing more gradually to about 7 percent at
the end of 1984.
Long-term projections are subject to substantially more uncertainty than short term forecasts because the institutions of the
economy may change. The contingencies which may arise are of
unknown magnitude, and unknown nature. Even "realistic" fiveyear projections in line with historical patterns of inflation and
growth contain an optimistic bias due to the implicit assumption
that the economy will grow smoothly at average historical rates,
undisturbed by outside forces. In actual experience during the
1970's, however, shocks to the economy from the outside were more
the rule than the exception. Even though such factors cannot be
built into projection, due to their unpredictability, they should at
least temper excessive optimism about the future.
The Committee hopes that economic improvement will take place
as rapidly as the administration projects. But, if that does not
occur, budgets planned on those assumptions will quickly prove
inadequate. We would then experience a "hemorrhaging" of outlay
reestimates such as occured in 1980, lower receipts than projected,
and substantially larger deficits. The loss of budgetary control
would seriously weaken public confidence and impair the credibility of the administration and the Congress, and the Committee
does not regard such a risk as acceptable.
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IV. FISCAL RESTRAINT AND SUPPLY-SIDE POLICIES TO
REDUCE INFLATION
Inflation remains the Nation's most serious problem. In 1979 and
1980 inflation averaged almost 13 percent as measured by the CPI,
and almost 9 percent as measured by the implicit GNP deflator.
Real GNP rose at an annual rate of only 0.7 percent during these
two years, and productivity fell 0.8 percent per year. Driven in
large part by this poor economic performance, Federal outlays
grew from 21.6 percent of GNP in fiscal year 1978 to 22.6 percent
in 1980 and a projected 23.1 percent in 1981. This inflation, sluggish growth and rising spending led to a substantial rise in tax
burdens; in 1981 Federal receipts are projected to exceed 21 percent
for the first time since 1944.
These unfavorable developments reflect fundamental and structural problems in the American economy. Such problems require a
major shift in the direction of policy and a commitment to sustain
the new policies over a number of years. As previously stated fiscal
and monetary restraint will be required over a period of time to
ensure that budget deficits decline and that private spending grows
at rates that can be accommodated by the growing productive
capacity of the economy without adding to inflationary pressures.
At the same time, tax policies should be used to encourage individual work effort and saving, and to stimulate capital formation and
productivity growth. Policies which increase the efficiency of the
economy, whether in regulatory or other areas, should also be part
of such a concerted approach, which combines demand restraint
with supply-side incentives.
The Committee's recommendations are generally consistent with
reduced Federal spending proposals of the administration. The net
$30.95 billion net reduction in outlays proposed by the administration. The Committee's reductions in outlays in many cases follow
recommendations of the administration in whole or in part. Still
other reductions have been suggested by the Committee. The goal
is to effect meaningful program reductions and legislative savings
to ensure that the budget reductions proposed are realistic, fair
and effective in addressing our long-term economic problems.
These recommendations also affirm the Committee's general
agreement on the need for reforms of Federal tax policy to
strengthen incentives for work, saving and investment. However,
while we accept the efficacy and importance of tax policies designed to promote the supply-side of the economy, there are important differences between the approach chosen by the Committee
and that of the administration.
The differences are:
(1) The Committee's recommendations recognize clearly and emphatically that the demand side of the economy cannot be separated from the supply side. The administration's economic projections
appear to assume that restrictive monetary policy can quickly
(31)

reduce inflation without affecting real economic growth, and that
large tax cuts can encourage rapid economic growth without increasing inflationary pressures. The Committee believes that even
the most carefully crafted "supply-side" tax cut will increase
demand as well as supply, and in the short run the increase in
demand may dominate the increase in supply. For this reason
fiscal and monetary policy must be coordinated; both must be
restrained in order to reduce inflation. This argues against enactment now of future tax reductions. Such tax cuts could result in
large, inflationary budget deficits if future outlays are underestimated as substantially as in recent years. Large budget deficits,
and the lower national saving and higher interest rates associated
with them, are not compatible with reduced inflation and increased
investment. Because of the urgent need for fiscal restraint, the
Committee does not assume large multiyear personal tax cuts;
instead it assumes a single and somewhat smaller tax cut to accompany its proposed spending reductions. This would lead to much
smaller deficits than under administration policy for the next three
years. The sharply reduced deficit will signal the resolve to control
the budget and bring down inflation, and should have salutary
effects on credit markets.
(2) The problem of slow productivity growth cannot be solved by
a tax program primarily directed to individual income tax reductions. Although the Committee joins the administration in recommending accelerated depreciation for business investment, its recommendations go further than those of the administration in encouraging growth of supply. The Committee assumes targeted incentives to increase savings and capital formation as part of an
individual income tax reduction-for instance, a reduction in the
top marginal rate of the individual income tax, or liberalization of
individual retirement accounts. Furthermore, the Committee recognizes that investment in private physical capital is not the sole
determinant of higher productivity growth. Unfortunately, the adminstration's proposals would cut investments in human capitalin the skills, education, training, and health of the labor force.
These cuts would be short-sighted and self-defeating in terms of
both short- and long-term objectives. Similarly, the Federal Government finances productive investments in energy, transportation,
and research and development which private investors would not
otherwhile provide. The Committee's recommendation restores investment funds in these critical areas, while maintaining the urgently needed restraint on overall spending.
(3) "Supply-side" measures to increase work incentives should
apply to rich and poor alike. The Committee's recommendation
therefore does not accept the administration's proposals to reform
AFDC; these proposals would focus cuts on the working poor, raise
the tax on work to above 100 percent in some cases, and eliminate
work incentives currently built into AFDC. The Committee on
Ways and Means has recently provided an analysis of the administration's legislative recommendations which indicates the severity
of these work disincentives.
(4) Spending reductions as proposed by the administration which
merely shift tax burdents to state and local levels of government,
with a likely increase in costs and prices, are not effective. As the

mayor of a major American city told the Committee, "administra-

tion proposals shift the responsibility but not the resources, and
furthermore, shift the financial burden to the one segment of
American governance least able to shoulder it, the large cities of
America." The Committee recommendations regarding Medicaid
funding and other grants to States and localities take these considerations into account.
(5) Supply-side tax reforms must be fair and equitable. The administration falls short of this objective. The Committee's recommendations assume structural tax reforms to improve equity, such
as a reduction in the so-called marriage penalty or revision of
certain inequitable tax expenditures, in the conviction that the
most affluent members of our society should share in the austerity
required by the new budgetary policy. The revenue recommendation also accommodate general tax reductions, including those less
heavily weighted toward high-income families than those proposed
by the administration.

V. THE SAFETY NET: PRIORITIES TO PROTECT THE
TRULY NEEDY
Want and suffering are real problems in this Nation and they
cannot be waived or redefined out of existence. Illness, malnutrition, unemployment and inadequate shelter cannot be dealt with
simply as eligibility problems on a legislative draftboard. The civilized standards of this Nation will not allow these needs to go
unanswered, even as we seek to eliminate waste and fraud.
The Committee resolution reflects the administration's concern
to provide a social safety net to protect the truly needy. The
resolution endorses the administration's plan to retain the basic
income security programs that ensure benefits to the elderly, unemployed and economically disadvantaged in our society. While
supporting the preservation of basic benefits comprising the administration's social safety net, the resolution proposes a stronger committment to this concept by providing partial or full funding in
certain programs for housing, medical, educational and nutritional
needs. The Committee has limited the budgetary impact of this
broader safety net by offsetting economies in nonessential program
areas.
It is particularly important that the safety net provide health
care for the truly needy. To assure continued basic health care for
the needy, the Committee rejected the President's proposed cap on
the medicaid program and restored funds for this purpose and
substituted less disruptive and more equitable savings. Adequate
health care for our aged and sick are of the highest priority.
We cannot expect to advance the principle of equity or to increase work incentives by measures which would impose 100 percent tax rates on the working poor. The Committee has, therefore,
restored approximately $600 million to the basic income maintenance program (AFDC) to preserve the incentives which exist
under current law. The Committee believes that work incentives
should be preserved and increased and that this principle should
apply to the poor as well as the well-to-do.
The Committee similarly rejects the deep cuts in educational
programs proposed the the administration. Capital investment consists of more than buildings and machines; human capital is a
central force in higher productivity. Restoration of funding in elementary and secondary education, post-secondary education, vocational education, and employment and training programs represents a long-term investment in human capital which will increase
our Nation s productivity and reduce the necessity of and dependence on safety net programs.
The need for adequate low-income housing is recognized by the
Committee. Funds are provided to reach a commitment level of
250,000 subsidized housing units in fiscal year 1982, to provide for
the public housing modernization programs, and to continue the
Indian housing program.
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Housing is expensive not only at purchase, but to maintain. A
large part of the costs of maintaining adequate shelter comes from
frightful increases in fuel costs over the last 9 years. Everyone,
especially low-income people, are struck with terrible directness
with the increase in oil prices from $3 a barrel in 1972 to about $40
a barrel in 1981. The Committee, therefore, provides restoration of
$350 million for low-income fuel assistance and $50 million for
weatherization.
The nutritional needs of children will be aided by the restoration
of more than $1.3 billion to the administration's recommendations
for the school lunch and WIC programs. However, the Committee
endorses other proposals to save $1.0 billion, primarily by reducing
the subsidy on school lunches for other than the truly needy,
suggesting a phaseout of this subsidy over three years. In addition,
the Committee is recommending cuts of $1.0 billion in budget authority and outlays, restoring $650 million to the Administration's
request for the Food Stamp program. Not included in the Committee s recommendation for the Food Stamp program is the Administration's proposal to reduce a family's food stamp benefits by the
value of free meals received by their children in the school lunch
program.
Recognizing that native Americans are among the most truly
needy, the Committee proposes restoration of some $200 million for
Indian education, Indian Community and Regional Development
and Indian health services.
The Committee has also restored $150 million for programs
which would, by Administration plans, have been included in the
uncertain status of block grants. Family planning and community
health centers are examples of areas that could be funded.
Even with these necessary restorations, about three-fourths of
the reductions proposed by the Administration have been accepted
by the Committee. This is a level of cooperation between the Administration and the Congress almost without precedent. The Committee believes that other costs proposed by the Administration
should modified, rejected, or retargeted.

VI. IMPROVED MANAGEMENT AND EFFICIENCY
Inefficient and poor management practices have both unfortunate and contagious effects on the entire Nation. The young person
entering public service soon becomes cynical and indifferent when
he finds that he must adopt practices which perpetuate an inefficient system. Lack of accountability allows the private contractor
with the Government or the grantee of Government funds an unparalleled opportunity to overcharge and mismanage the funds at
their disposal. By far the most insidious effect of inefficient and
poor management practices is the disrespect for the Government
and a lack of confidence in the Government's ability to promote
social justice that grows in the minds of the American public.
When tax dollars are squandered, private citizens may develop the
attitude that they have nothing to lose if they, too, cheat their
Government.
The House Budget Committee proposes a specific program to
restore integrity and sound management to our Federal Government. It has initiated a series of actions to develop this program. In
close conjunction with the House Committee on Government Operations, the Budget Committee has conducted an exhaustive survey
of current management practices and problems. It has held hearings with the Comptroller-General and the Inspectors-General of
the various departments and agencies. The Committee sent questionnaries to the Inspector-General's office in every department
and the responses were startling. For several weeks, a staff task
force worked closely with top officials at the General Accounting
Office to determine what could be done.
The results of the survey, hearings and the GAO analyses paint
an appalling picture of mismanagement, indifference, and outright
abuse of public trust. Billions of dollars of debts are overdue and
the responsibility for collection efforts seems to be unclear. Audit
findings remain unresolved, yet program managers give relatively
little attention to the problem. The Government's computers are
old, inefficient and costly to operate, yet there is no coordinated
effort to replace such vintage equipment and save tax dollars.
A principal finding of this effort has been that executives at the
highest levels of Government do not give sufficient attention to
unglamorous management problems. As former Comptroller-General Staats said in Budget Committee hearings on overdue debts
owed to the Federal Government, "It is more fun to give money
away than just take it back."
What is to be done? The decade of the 1980's should not only be
dedicated to restraining the role of the Federal Government in
terms of spending and taxes, but also dedicated to consolidation,
improved management and the restoration of public trust in the
functions of Government. It is even more vital in the public sector,
given the absence of the profit motive and the fact that we are
spending taxpayers' dollars, that we insist upon and demand effi-

cient and effective management of Federal programs and apply the
discipline of the congressional budget process to that end.
The President, in his recent action to create the Council on
Integrity and Efficiency, provided a tool to build a comprehensive
assault on waste and inefficiency in the Federal Government.
Sense-of-Congress language in the First Budget Resolution for
Fiscal Year 1982 calls upon this Council to immediately draw up a
comprehensive, long-term plan to improve debt collection, procurement procedures, resolution of auidt findings, and other areas cited
by GAO in its report to the Budget Committee. The Council should
sort out the course along which it wants to proceed, announce its
plan, and submit whatever legislation is needed by June 1. The
Budget Committee, furthermore, intends to make administrative
efficiency a part of its annual review of Government expenditures.
It has requested that GAO to initiate the practice of reporting to us
periodically not only the results of new audit findings but also the
implementation of their recommendations incorporated in the First
Budget Resolution for Fiscal Year 1982 reported by the Budget
Committee.
The General Accounting Office indicates that with the sustained
high-level effort by the Executive and enactment of legislation
needed to put stronger administrative procedures into place, total
savings of $11.0 billion can be achieved over three years with at
least $4.85 billion in the first year. The Congressional Budget
Office concurs in this view.
The key actions taken to use the discipline of the congressional
budget process to achieve savings through improvement of administrative practices are summarized below.
SUMMARY OF ACTIONS TAKEN TO IMPLEMENT SAVINGS THROUGH
IMPROVED ADMINISTRATIVE PRACTICES

1. In close conjunction with the House Committee on Government Operations, the House Budget Committee surveyed the various departments and agencies for possible budget saving through
more efficient administrative practices.
2. On March 3, 1981, Comptroller-General Staats testified before
the House Budget Committee and included in his remarks projections of savings up to $14 billion that could be achieved through
improved administrative practices.
3. On March 3, 1981, Chairman Jones created a staff task force
immediately after these hearings to work closely with top official
of the General Accounting Office and with the assistance of the
Congressional Budget Office to develop a plan of action.
4. On March 5, 1981, the Inspectors-General of Cabinet-level
departments presented testimony to the House Budget Committee
on possible budget savings through more effective administrative
practices.
5. On March 26, 1981, President Reagan established the President's Council on Intergrity and Efficiency, the principal function
of which is to develop plans for coordinating Government-wide
activities which attack fraud and waste in Government programs
and operations.
6. On April 3, 1981 the General Accountig Office submitted its
final report to the Budget Committee. The main body of the report

appears in Appendix F. Voluminous detailed attachments to the
GAO report and numerous studies submitted by the GAO to the
Committee, which are cited in the GAO report, are available in the
Committee files.
7. On April 6, 1981, Chairman Jones sent a copy of the GAO
report to Edwin Harper, Assistant to the President, and Deputy
Director, OMB, apprising him of the Committee's interest in this
area, and informing him of the language in the Chairman's recommendations to the Committee, which calls for the submission of
legislative proposals necessary to implement a comprehensive plan
to attack Government mismanagement and abuse by June 1, 1981.
8. During the course of the Budget Committee consideration of
the First Budget Resolution for Fiscal year 1982 (April 6-9), the
OMB submitted materials to the Committee asserting that much of
the GAO recommendations for savings were already included in
the administration's budget. The GAO responded to these materials
in a further report to the Committee at the request of Chairman
Jones refuting their assertions. All of these materials are available
in the Committee files.
9. On April 9, 1981, the Budget Committee ordered reported the
First Budget Resolution for Fiscal year 1982 incorporating the
GAO recommendations for savings to be achieved through improved administrative practices. It also reported sense-of-Congress
language calling for the Council on Integrity and Efficiency to
prepare a comprehensive, long-term plan to achieve savings
through improved administrative practices, and to submit necessary legislation to implement these plans to Congress no later than
June 1, 1981.
The 10 major recommendations are as follows:
SUMMARY OF FURTHER BUDGET REDUCTIONS ACHIEVABLE THROUGH MORE EFFICIENT
ADMINISTRATIVE PRACTICES
Fiscal year
1982
1 Debt collection ...............................

..

The Federal Government has no clear assignment of responsibility for debt collection, or a
systematic procedure for keeping track of collecting delinquent amounts Furthermore, managment attention has been focused on disbursing rather than collecting funds. As of September
30, 1979 delinquent loan and accounts receivable amounted to $11 billion The GAO estimated
that $6.7 billion of that amount is collectable. Figures for fiscal year 1980 are not available but
presumably are higher since total amounts receivable are growing The President's new Council
on Integrity and Efficiency should give the GAO recommendations on debt collection and highest
priority, present a comprehensive program for debt collection with particular emphasis on
assigning responsibility for debt collection in the executive branch, and submit proposals for
whatever legislation is necessary.
2 Unpaid taxes
.
The IRS has increasing difficulties keeping up with its collections, inpart due to lack of staffing It
is interest estimated that by September 30, 1980 unpaid taxes had increased 19 percent
compared to an increase of 11.6 percent overall in total revenue The President's March 10
budget includes 600 additional collection staff years, but it is estimated that the agency could
absorb up to 1,500 additional staff years A further problem is that the penalty interest rate
charged on delinquent accounts is below the present market rate The Administration should
submit a budget amendment for 900 additional staff years for IRS collection activities and
submit the necessary legislative proposal to require use of the market interest rate on delinquent
accounts

110

101

'....
03
'04

Fiscal year
1983-84

'2 5
106

12
NA

40
SUMMARY OF FURTHER BUDGET REDUCTIONS ACHIEVABLE THROUGH MORE EFFICIENT
ADMINISTRATIVE PRACTICES-Continued
Fiscal year
1982

3 Unresolved audit findings ..........
The Comptroller General has stated that the Government is losing billions of dollars because
agencies are not acting on audit recommendations to recover funds, avoid costs, and improve
operations Improper and delayed resolution of funds is widespread. GAO testimony before the
House Budget Committee indicates that between $3 and $4 billion could be recovered by the
Federal Government or saved by reducing expenditures with implementation of presently available
but unresolved audit recommendations. About $14.4 billion of the unresolved audit recommendations About $14 4 billion of the unresolved audit total is in the Department of Energy Some
$260 million is currently being held in escrow accounts and the March 10 budget reduces the
auditing staff from 1,218 to 100 people The Administration should take strong action to assign
responsibility and establish systematic procedures for tracking and resolving audit findings. It
should develop procedures to place escrow amounts into the Treasury when DOE cannot
determine the injured party, and it should submit a budget amendment to restore reductions in
the regulatory audit staff
......
4 Paperwork reduction
The Federal Commission on Paperwork estimated that internal government costs and costs levied on
all segments of society by Federal information requirements total over $100 million per year For
example, State and local government officials, university presidents and community leaders
estimated that 10 to 20 percent of Federal grant funds are wasted by unnecessary paperwork
The Administration should propose a plan for savings through paperwork reduction GAO
suggestions are as follows Congress should provide funds to fully implement the Paperwork
Reduction Act of 1980, which covers data processing and telecommunications as well as
reporting requirements The Executive Branch should give high priority to identification and
elimination of unneeded reporting requirements. Prompt congressional action to eliminate those
required by statute should follow
....
5 Defense logistical economies
Logistical operations involving supply, maintenance, transportation, and base operations in over
5,000 locations around the world cost $59 billion in fiscal year 1981 Economies beyond those
already initiated by Secretary Weinberger can be achieved by administrative action to consolidate
military base support activities, to initiate intermediate maintenance of aircraft components in
Europe, and to improve management of consumable items and aircraft depot maintenance, to
integrate traffic management activities, and to use wholesale and retail inventories of parts more
effectively
6 Defense multiyear procurement contracting....
President Carter requested $28.5 billion for procurement of major systems, and the President
Reagan added substantially to that request Unit cost savings of up to 15 percent are achievable
through multiyear procurement The Administration should identify and propose multiyear funding
for selected major systems Congress should provide the appropriate authority for multiyear
procurement, for selected systems which will encourage work force stability, more economical
production runs, higher investment in more productive capital equipment, and purchase of
materials in more economical quantities
7 Full cost recovery foreign military sales ......................

Fiscal year
1983-84

20

13

02

NA

03

NA

0 15

NA

0.3

06

NA

NA

The Federal Government is subsidizing military sales at the expense of the US taxpayer by not
accounting or charging for the full cost of equipment sold to Ioreign countries. Savings will be
realized if responsible Department of Defense officials give greater emphasis to the accounting,
billing, and collecting for the foreign military sales program and develop a centralized accounting
system
8 Work force cost control.........

.

.... .

Congress and the executive branch presently attempted to control work force costs through a
variety of separate and special limitations on personnel, travel and consultants. The GAO has
criticized this system as ineffective and expensive to operate. The Administration should propose
a system for establishing an overall control of work force costs focused on fiscal control rather
than overall control on work of personnel Savings would be long term but would involve lower
administrative costs Savings would be long term because of the lengthy implementation
requirements They would involve lower administrative costs for an overall work force cost
control system compared to the present system of separate limitations on personnel, travel and
consultants Major savings would result from more efficient use and mix of total work force
resources in carrying out agency missions,
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SUMMARY OF FURTHER BUDGET REDUCTIONS ACHIEVABLE THROUGH MORE EFFICIENT
ADMINISTRATIVE PRACTICES-Continued
Fiscal year
1082

9 Government-wide procurement practices.
Government contracting for goods and services is one of the most pervasive and costly activities of
Federal agencies and grantees It is a subject of continuing attention by the appropriations and
authorization committees and the GAO because, typically, 20 percent of the Federal budget is
expended through the procurement process During the 1970's, the GAO has noted a higher cost
to the Federal Government The Office of Federal Procurement Policy is nov, preparing pursuant
to law, the implementing language for the Uniform Procurement proposal for the Uniform
Procurement System which was submitted inOctober 1980
10. Replacing obsolete computers
.........
.............. .. .....
The Government's inventory of medium- and large-scale equipment is 98 percent pre-1975
technology, and the improvements made in recent years have inessence made equipment of this
vintage obsolete Some of these can be replaced immediately at savings GAO found that at four
installations, which had about 20 obsolete computers, $1.4 million could be saved by immediate
replacement. The Federal Government has more than 1,000 computers of similar vintage.
Savings result from reduced operations and maintenance costs, reduced power and cooling costs,
reduced personnel and occupancy costs In addition, program effectiveness through improved
technology would result in substantial savings to the treasury. An executive plan is needed to
ensure the replacement of this vintage equipment
Grand total.

...............

.......................

'Interest

The GAO report is found in Appendix F of the Report.

Fiscal year
1983-84

NA

NA

01

NA

485

62

VII. HIGHLIGHTS
COMPARISON OF HBC RECOMMENDATION WITH
ADMINISTRATION'S REVISED BUDGET
The budget tables on the following pages summarize and compare the House Budget Committee recommendations with the Administration's requests. The tables present the summary of the
Committee's recommendations for fiscal years 1981, 1982, 1983, and
1984 and compare the Committee's recommendations with those of
the current Administration (as submitted on March 10 and as
reestimated by the House Budget Committee) as well as with those
of the past Administration. The tables also present historical
budget information.
FISCAL YEAR 1982 COMPARISON OF PRESIDENT REAGAN'S BUDGET AND COMMITTEE
RECOMMENDATION
[in billions of dollars]
Recommen-

R ea Reagan
hmnated
President
Reagan
feesHB
Mar 10,
by
1981
19r1

Committee
recommendaton Apr
91981

Reestimated
over (±)/
under(-)
Reagan

over
dation
( +)/
Reagan

reestimated

....
........
.....
Outlays ... . ........... . .........................
Revenues .......................
..........
Budget authority ..........
Deficit

+10.90
+ 15.65
+17.10
-1 45

...... .. ..

...

050-National defense.
Budget authority ...........
.......... ...
............
Outlays . ..

-0.10

.. .. ............ ... .... ... .. .... ......

+5 25

150-International affairs
Budget authority .........................
Outlays..

250-General science, space, and technology.
Budget authority
Outlays ...

.. .

-055
-020

.........

............

....................

270-Energy:

+0.10

Budget authority..

-010
+0.85

Outlays ....................
......
300-Natural resources and environment.
Budget authority .............................................
Outlays .......................... ....
350-Agriculture:
Budget authority..............

Outlays
370-Commerce and housing credit:
Budget authority ................
Outlays ......................
400-Transportation.
Budget authority ...... .........
Outlays .......................
450-Community and regional development.
Budget authority

Outlays ..

77-239 0 - 81 - 4

.

..

.

+040
+075
5.45
5.10

-0.05
+070

7.25

+0.50

715

-040

430

+115

... ...

9 50

+1.25
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FISCAL YEAR 1982 COMPARISON OF PRESIDENT REAGAN'S BUDGET AND COMMITTEE
RECOMMENDATION-Continued
[in billions of dollars]
Recommend.
President
Reagan
Mar98110,

Reagan
reestimated
by HBC

Committee
recommendation Apr

1i9B1 9,1981

Reestimated
over (+/
under(- )

Reagan

dation over
(+)/
uf

Reagan
reestirnated

500-Education, training, employment, and social services
Budget authority
Outlays
...........

...

... ................

550-Health
Budget authority ... ..... ..... . ..... ....... ....
Outlays............... ............................
600-Income security.
Budget authority
.......
...........
Outlays ................................
700-Veterans benefits and services
Budget authonty ............................ ...............
Outlays

....

..............

... ......

750-Administration of justice.
Budget authority .................................
Outlays .................................
800-General government
Budget authority .........................

Outlays .............. ......... ...
850-General purpose fiscal assistance:
Budget authority ........................
Outlays .... . .......
.. ......
900-Interest.
Budget authority
..........
......
Outlays

-0.05

.. . .......... .............. .. ... .....

920-Allowances.
Budget authority ........................................ ....
Outlays ..............

.... ........ .... ......... ....

950-Undistributed offsetting receipts:
Budget authority ......................
...............
Outlays ................ ...... ..........................................

COMPARISON OF AGGREGATES, FISCAL YEAR 1981
[in billions of dollars]

Aggregates

Fiscal r
8
actual

Budget authority
.................................. .. 658.80
Outlays
.... ......... ..........
579.65
Revenues ............................. 520 05
Deficit
................................ ........
-5955
Debt subject te limit. ...
.......................... ..
908.70

Fiscal year 1981

2d Budget
Resolutmn
Noy19020,

Crter
Jan.
15, 1981

694 60
632.40
605,00
-27.40
978 60

726.45
66275
607 50
-55.20
987 30

president

President
Reagan
Mar
198110,
710 10
655.20
60030
-5490
987 40

Current
level
(where
are now)we
71930
657.80
612.90
-44.90
N/A

Committee

rewme
roma

daton

723 00
66240
61090
-51.50
994 1

COMPARISON OF AGGREGATES, FISCAL YEAR 1982
[in billions of dollars)
Revised
budget
resolution
recommendation Apr
9, 1981
723 00
Budget authority ...................
662 40
................................
Outlays ....
Revenues ....
. ..... .................
610 90
-51.50
Deficit ........................................
... 994.1
Debt subject to limit ............................

President
Carter's
request
Jan 15,
1981

Fiscal year 1982
President
Reagan's
Reagan
request reestimated
Mar 10,
by HBC
1981

809 85
739.30
71180
-27 50
1,05360

772.45
69545
65030
-45.15
1,071.20

783.70
71670
66740
-49 30
N/A

Budget
Committee
recommendabon Apr
9r1981
787 65
714 55
68895
-25.60
1,060.0

COMPARISON OF OUTLAYS, FISCAL YEAR 1982
[in billions of dollars]
Revised 2d
Budget
Resolution President
recDmmen- Carter Jan
nation
15, 1981
fiscal year
1981

050--National defense ..
150-nternational affairs
250-General science, space, and technology ..
270-Energy ...
300-National resources and environment
350-Agriculture
370-Commerce and housing credit
400-Transportation .....
450-Community and regional development ..............

..

..

500-Education, training, employment, and social services

550-Health....
600-Income security ..........
700-Veterans benefits and services
750-Administration of justice .......
......
800-General government.....
.......
.............
850-General purpose fiscal assistance ...................
900-nterest ......
..........
............
920-Allowances ...
............
950-Undistributed offsetting receipts ........
.
Total .......

. . . . . . . . . ...........

President
Reagan
Mar 10,
1981

Reagan
reestimated
by HBC

Committee's fiscal
year 1982
recommendation

16205
10.90
6.20
970
13 60
270
3.05
23 80
12 20

18440
12.15
7 60
11.95
14.05
480
8.05
21 55
9 10

18885
11 20
6,90
8.65
11 95
445
3 10
1995
8 1C

194 10
11 00
700
9 50
12 70
5 15
4 25
20.65
935

189 75
11.20
7 05
685
12 35
5 10
430
21 10
9 50

66 15
227 45
22 60
4 55
4.90
680
80.60
120
-28 90

74 65
255 00
24 45
490
5.25
6 90
89 95
1 90
-31 85

73 45
?1 35
23 60
4.35
5.00
645
180
-32.05

73.80
243 85
23 60
435
4 95
6.45
9190
170
-34 20

7445
247 65
24 05
455
490
6 15
90 10
0 70
-3460

662 40

739 30

69545

71670

71455

32 15

3450

25 80

82.55

2660

29 40

COMPARISON OF BUDGET AUTHORITY, FISCAL YEAR 1982
[in billions of dollars]
Revised
Budget
Resolution
recommen.
fisalo
fsIlalyear

050-National defense ....
150 -International affairs .
250-General science, space, and technology
270-Energy....
300-National resources and environment
350-Agriculture
370-Commerce and housing credit
400-Transportation ..................

........
180 25
23 00
.............
645
770
.............
10.85
............
560
. . . . . ..
6.35
.............
25.10

President
Carter Jan
19 1

President
Reagan
1ar 18
10,

Reagan
reesamate
by HBC

Committee's fiscal
year 1982
recommendation

COMPARISON OF BUDGET AUTHORITY, FISCAL YEAR 1982-Continued
(inbillions of dollars]
Revised
Budget
Resolution
recommendation
fiscal year
1981

Reagan

reestmated
by HBC

Committee's fiscal

year 1982
recommendation

450-Community and regional development
500-Education, training, employment, and ssocial services
550-Health
.
600-ncome security

.
..

.

700-Veterans benefits and services .....
750-Administration of justice.......
800-General government
....
850-General purpose fiscal assistance
900-Interest
920-Allowances .....
-

950-Undistributed offsetting receipts..
Total ......
....

...

950
32 20
72 25
.....
. 252.20
2300
....... .
4 25
.......
5.20
6.20
. ..........
.. .
80.60
.... ..
120
..... ....... - 28 90
72300

80985

77245

78370

787 65

HISTORICAL PERSPECTIVE ON FUNCTIONAL OUTLAYS AS A PERCENT OF TOTAL OUTLAYS
(Inmillion of dollars]
OMB estimate, 1981

Fiscal year1979

1980

January

March

-350

-375

-3.80

-4.20

-4.50

10000

10000

10000

10000

100.00

1978

050-National defense .
150-International affairs

..
...............

.......
... ...........

250-General science, space and technology
270-Energy .........
300-Natural resources and environment
350- Agriculture .....

...

. ................

...................
370--Commerce and housing credit ....
.......
400-Transportation ...................
450-Communty and regional development
500-Education, training, employment and social services
550- Health
. ....................
600-Incmne security

.

..

700-Veterans benefits and services...
750-Adlministraion of justice..

.

800-General government ...

850-General purpose fiscal assistance ............................
900- Interest ....................

920-Allowances
.. .........
950-Undistributed offsetting receipts ......................

. .......

...........
............
.........
.....

Revised 2d
Resolution
Reconciliation
year-fiscal
1981

OMB estimate, 1982
January

Recommendation-Fiscal year-

March

1982

1983

1984

10000

10000

100.00

100.00

2335
130
1.05
130
240
170
070
3.40
245
5.90
970
32.40
420
080
0 80
2 10
975

100.00

10000

COMMITTEE'S RECOMMENDATION BY FUNCTION
FISCAL YEAR 1981
-82
NATIONAL DEFENSE
____

_

--------

INTERNATIONAL AFFAIRS

250

GENERAL SCIENCE.
SPACE AND TECHNOLOGY

270

ENERGY

3Z0

RESOURCES
NATIONAL
AND ENVIRONMENT

350

AGRICULTURE

370

COMMERCE AND
HOUSING CREDIT

400

TRANSPORTATION

450

COMMUNITY AND
REGIONAL DEVELOPMENT

.5
8.2
7..7
. 7

5.6
.2.7

25. 1
23. 8

TRAINING. EMPLOY500 EDUC..
MENT AND SOCIAL SERVICES

9.5
12.2
32.2

550 HEALTH
600

432.

INCOME SECURITY

22.27.6

700 VETERANS
BENEFITS
AND SERVICES
750 ADMINISTRATION
8,/.
725.2

OF JUSTICE

4.89
23.
1.2

800 GENERAL GOVERNMENT
850

GENERAL
PURPOSE
FISCAL ASSISTANCE

900 INTEREST

920

ALLOWANCES

950

-2e.9g
UNDISTRIBUTED
OFFSETTING RECEIPTS -28. 9

M
OUTLAYS

BUDGET AUTHORITY

~

182.2
152- 0

COMMITTEE'S RECOMMENDATION BY FUNCTION
FISCAL YEAR 1282
322

050

______1_

NATIONAL DEFENSE
M17.2
j11. 2

150 INTERNATIONAL AFFAIRS

250

GENERAL SCIENCE.
SPACE AND TECHNOLOGY

270

ENERGY

E7.7.13
8.1

RESOURCES
300 NATIONAL
AND ENVIRONMENT

~12. 4

350

AGRICULTURE

5.5
5.1

370

COMMERCE AND

7.3
4. 3

400

TRANSPORTATION

HOUSING CREDIT

21.3
S21. 1

450 COMMUNITY
AND
REGIONAL DEVELOPMENT

7. 1

SM 5

TRAINING. EMPLOY500 EDUr.
MENT AND SOCIAL SERVICES

S28.1

29. 4

84. w

550 HEALTH

BENEFITS
VETERANS
AND SERVICES

750

ADM INISTRATION
OF JUSTICE

A
R
S

800 GENERAL GOVERNMENT
85o

D

278 4 L

600 INCOME SECURITY

700

a

GENERAL PURPOSE
FISCAL ASSISTANCE

900 INTEREST

920

ALLOWANCES

950

-34.
UNDISTRIBUTED
OFFSETTING RECIPTS_ 3 4 . 8

M
F

BUDGET AUTHORITY
q

OUTLAYS

FISCAL YEAR 1982 - COMPARISON OF AGGREGATES
COMMITTEE'S RECOMMENDATION VS. PRESIDENT'S BUDGET*
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COMPARISON OF AGGREGATES
FISCAL YEARS 1978 THRU 1984

900.0-

400.
78

79

a1

80
..-

82

OUTLAYS

BUDGET AUTHORITY

83

VIII. RECONCILIATION AND OTHER ENFORCEMENT
MEASURES
The President proposed and the Committee endorsed substantial
reductions in spending for the upcoming fiscal years. In order to
implement the reductions the Committee recommends that the
Congress again implement the reconciliation process and other
enforcement measures.
The Committee also recommends savings realized through improved administrative practices (i.e. reducing fraud, waste, and
abuse) and instructs the Administration to submit to Congress by
June 1, 1981, the necessary legislation implementing those savings.
THE RECONCILIATION PROCESS

The Budget Act contemplated that it might be necessary to implement procedure, known as reconciliation, in order to implement
the policies implicit in the budget resolution. Under the framework
set forth in section 310 of the Congressional Budget Act, the reconciliation process would be implemented in the second budget resolution for a given fiscal year. However, last year realizing that
there may not have been time to act on reconciliation instructions
before the end of the Second Session of the 96th Congress, the
Committee included reconciliation instructions in the First Budget
Resolution.
Section 301(b)(2) of the Budget Act provides the authority for this
action. The section provides that the first budget resolution may
require any procedure "which is considered appropriate to carry
out the purpose of this Act".
In the First Concurrent Resolution on the Budget for Fiscal Year
1981, Congress directed its spending committees to examine laws
within their jurisdiction and to recommend legislative changes
which would result in substantial savings in fiscal year 1981. Committees were provided with targets which totaled $4.95 billion savings in budget authority, $6.4 billion sayings in outlays, and $4.2
billion in additional revenues. As estimated, reconciliation achieved
savings of approximately $3.1 billion in budget authority, $4.7 billion in outlays, and $3.6 billion in additional revenues. (Some savings directed by the resolution process were enacted by other laws.)
On December 5, 1980, President Carter signed into law the Omnibus Reconciliation Act of 1980 (Public Law 96-499). The law implemented the recommendations contained in section 3 of the First
Budget Resolution for Fiscal Year 1981, in response to the reconciliation requirements which were imposed by such concurrent resolution pursuant to section 310 of the Budget Act.
What the Reconciliation Instructions Provide.-Reconciliation
instructions contained in the First Budget Resolution for Fiscal
Year 1982 directs 14 House authorizing committees and 10 Senate
authorizing committees to report legislation saving $15.823 billion
(53)

54
in outlays in fiscal year 1982, $20.684 billion in outlays in fiscal
year 1983, and $24.807 billion in outlays in fiscal year 1984. Last
year the instructions only addressed fiscal year 1981 but recolgnizing the need to control federal spending and reduce the deficit the
Committee included instructions for fiscal years 1982 and 1984, as
well, as fiscal year 1982. The following Senate committees are
affected by reconciliation instructions: Governmental Affairs, Foreign Relations, Labor and Human Resources, Armed Services, Environment and Public Works, Small Business, Veteran's Affairs,
Finance, Energy and Natural Resources, and Agriculture, Nutrition and Forestry.
The following House committees are affected by reconciliation
instructions: Agriculture, Armed Services, Education and Labor,
Energy and Commerce, Foreign Affairs, Government Operations,
Interior and Insular Affairs, Merchant Marine and Fisheries, Post
Office and Civil Service, Public Works, Science and Technology,
Small Business, Veteran's, and Ways and Means.
SPENDING RECONCILIATION BY HOUSE COMMITTEES
[in millions of dollars]
1983

1982
Budget
authority
Agriculture:

User fees for Federal grain inspection service ....
Interest charged on grain reserve loans .........

Armed Services.
Annual cost-of-living adjustment for retired military)..' ....... ... . ........
Accelerated sales from the strategic stockpile .......
Total

..

Education and Labor
...... ...
GSL .....
........
.........................
Pell grants/BEOGs .....
Child nutrition benefits ..................... ..........
Total .

.....

........... .............

Energy and CommerceMerchant seaman entitlement and health care
Fair value pricing of uranium enrichment serv.... ...
..............
ices'I..
Railroad retirement benefits ...... ..............
Medicaid ...............
. ..................
Total ...

Budget
authonty

Outlays

Budget
authority

-24

-24

-24

-24

-24

.

-165 ....................

Phase out grain facility loans ..........................
Eliminate emergency feed program ............................ ...
...
Eliminate interest subsidies on FmHA loans .....
-24
User fees for cotton and tobacco grading ...
-48
Total ................................... ..........
.

1984

....

-165

- 110 ....-.
- 100 ......
-60
-60 .......... - 63
-136
-1
-1 ......
-24
-24
-24
-24

Outlays

-24
120
-50
-268
-24

-374

-48

-357

-274

-486

-457
-572

-457
-572

-484
-572

-484
-572

-460
-226

-460
-226

-1,029

-1,029

-1,056

-1,056

-686

-686

-320

-273

-716

-514

-1,327

-1,109

-700
-1,000

-537
-1,000

-348
-1,350

-594
-300

-304
-1,700

-357
-1,650

2,020

1,810

2,414

2,408

3,331

3,116

-99

-99

-150

-150

-160

-160

-200
-150
-500
-949

-200
-80
-450
-829

-200
-150
-700
-1,200

-200
-120
-600
-1,070

-300
-150
-1,000
-1,610

-300
-120
-900
-1,480

Foreign Affairs COLA for foreign service officers ......
Government Operations General revenue sharing ............ -340
Interior and Insular Affairs. Fair value pricing of
-200
uranium enrichment services 1...............
Merchant marine and Fisheries; merchant seaman
-99
entitlement and health care .........-.

-99

-5

-

-4

-

-3

-255

-340

-340

-340

-340

-200

-200

-200

-300

-300

-99

-150

-150

-160

-160

-99

-150

-150

-160

-160

SPENDING RECONCILIATION BY HOUSE COMMITTEES-Continued
[In millions of dollars]

Budget
author

1984

1983

1982
Outlays
Oy

Budget

outlays

-

-

-

-

-7,869

-8,026

-9,496

-9,742

Budget
authority

Outlays

Post Office and Civil ServiceDual compensation ....

Pay raise of 48 percent for civilian employees.
Postal subsidies ...

. .

.......

Annual COLA for Federal retirees........
Decrease reserves for Federal employees health
program .....
.........
Total .. .... ................................ .

-

-5,430

-1t,

-5,524

-

Public works and Transportation Highway safety .....
Science and technology. Fair value pricing of uranium
enrichment services I.......
........ ....
Small Business: Reduction of SBA disaster loan fund ......
Veterans
Elimination of flight and correspondence benefits
Elimination of class 11dental benefits .............
Limitation on burial benefits
Total ....... ....... .......

-31

-

-31

-110

-110

-108

-108

-106

-106

Ways and Means.
Medicare ........ ......
......
Social security cash benefits..............
Unemployment compensation ...........
..

-100

-1,500

-50

-1,000

-

-1,500

-

-1,300
-850
-1,185
-550
-400
-5,785

-

-3,000

-

-4,250

-400
-690
-600
-500
-2,240

-1,350
-690
-600
-500
-7,140

-300
-325
-600
-600
-1,825

-1,350
-325
-600
-600
-8,625

Grand Total.................

-13,052

-15,823

-15,427

-20,684

-17,879

-24,807

-650
Trade adjustment assistance ..............
-1,185
AFDC improvements/SSI..
-550
-400
Social services-Title XX
Total
. ....... -2,885

Joint junsdiction-amounts counted only once intotals

Although the Committee may suggest certain specific reform in
making its reconciliation recommendations, the authorizing committees are free to determine what provisions of law will be
changed and how those changes will be made. The only requirement is that the committee realize the total amount of savings
specified in the reconciliation instruction.
How the Reconciliation Process Works.-The reconciliation lan-

guage directs committees to submit reconciliation recommendations by June 15, 1981. Under the reconciliation procedures, the
recommendations submitted by the various committees will be referred to the Budget Committee which will assemble to various
measures into one omnibus reconciliation bill. It is the Committee's
hope that this reconciliation bill then would be considered promptly and adopted by the Congress by July 15, 1981.
BILs
In addition to recommending implementation of the reconciliation process, the Committee has included language in the budget
resolution providing that all spending bills, including both appropriation and entitlement bills, which are reported after enactment
of the First Budget Resolution for Fiscal Year 1982 and which
DELAYED ENROLLMENT OF CERTAIN SPENDING

exceed the allocation in the budget resolution under section 302(b)
of the Budget Act not be enrolled until after the second budget
resolution in the fall has been agreed to, and, if additional reconciliation is required in the second budget resolution, until Congress
has completed final action on that process. For purposes of determining the status of committee action under the enrollment requirement, the Committee will be implementing a system of tracking bills at various stages prior to enrollment. This will permit
those spending bills which are offset by appropriate legislative
savings bills both within the same section 302(b) subdivision to
proceed to enrollment. Of course, bills which are consistent with
the budget resolution targets will be sent to the President for his
signature immediately. Legislation already reported from committee will not be subject to deferred enrollment.
Just as the reconciliation process provides a means to realize
savings required by changes in existing law, the special enrollment
procedure provides a means to insure that targets in the budget
resolution are not breached by new appropriation and entitlement
bills.
The Committee has identified certain areas in which the legislative savings assumed in the recommendation could be made. However, there are many other areas in which the committees could
make these savings and the Committee encourages them to seek
out any other alternatives to achieve savings. For example, committees could review the economic effects of statutes which (1)
provide maritime subsidies, (2) provide revenue sharing, (3) increase procurement costs by prescribing wage standards for contractors who deal with the Federal Government, e.g. Davis-Bacon
and Service Contract Acts, and (4) obtain royalties from oil obtained by lease on Federal property.
Scorekeeping improvements
This year the Committee intends to enhance its scorekeeping
system, on the grounds that an improved and simplified scorekeeping system will provide Congress with more useful information in
judging the budget impact of legislation. This improvement, it is
hoped, will assist the Congress in enforcing the budget policies in
the Resolution.
The Committee intends that the "crosswalk" of budget authority
and outlays made pursuant to section 302 of the Budget Act be
divided between two amounts: spending enacted in previous years,
including entitlements; and spending to be enacted in this session
of Congress. This corresponds to uncontrollable and controllable
amounts, respectively, and conforms to the requirement in section
302 that the crosswalk be so divided.
Thus each committee will be allocated an amount representing
enacted law and another amount representing discretionary action
assumed for this session. Scorekeeping of spending legislation will
focus on the latter category. In other words, a committee's spending legislation will be scored against the amount of spending legislation assumed in the Resolution; any reestimates to the current
law base will neither advantage nor disadvantage the committee.
Under this system it will not be possible to reallocate amounts
from mandatory to discretionary or vice versa.

IX. EXPANDED BUDGET CONTROL
A. Credit Budget Recommendations
FISCAL YEAR 1982

RECOMMENDATIONS

CREDIT BUDGET TOTALS
[in billions of dollars]
Adnionstrabon's
March
budget

First
be tn
omendation

34.1
261

32.90
22.70

33.15
23.70

........

60.2

55.60

5685

............

96 9
74.3

78.50
64.75

87 75
68.75

January
budget
New direct loan obligations.
On-budget.....
Off-budget ...
.....

.

Total ...

...

New loan guarantee commitments.
Primary I
.. ....
Secondary 2 .. ....................................

..............

.

.............

Primary loan guarantees are guarantees of loans held by the public for which a Federal agency or enbty assures in whole or in part the
repayment of pnncipal and/or interesL
I Secondary loan guarantees are guarantees of loans previously guaranteed in some form by another Federal agency or entity. Secondary
guarantees do not increase the contingent liability of the Federal Government

EXPLANATION OF RECOMMENDATION

The credit recommendation assumes aggregate credit targets of
$56.85 billion for new direct loan obligations, $87.75 billion for new

primary loan guarantee commitments, and $68.75 billion for secondary loan guarantee commitments. New direct loan obligations
include $33.15 billion for on-budget agencies and $23.70 billion for
off-budget agencies including the Federal Financing Bank.
COMPARISON TO THE ADMINISTRATION'S BUDGET

The House Budget Committee believes, as does the administration, that reductions in Federal credit assistance are necessary
along with reductions in direct expenditure programs. The Committee recommendation assumes significant reductions from the levels
of credit program activity proposed in the January budget. However, the reductions are not as large as those proposed in the
Administration's March budget.
The recommended level of new direct loan obligations of $56.85
billion is $1.25 billion above the Administration's request. The
recommended level of primary loan guarantee commitments of
$87.75 billion is $9.25 billion above the Administration's request.
The recommended level of secondary loan guarantee commitments
of $68.75 billion is $4.0 billion above the Administration's request.

There are two major differences between the Committee's recommendation and the Administration's request for direct loan obligations. The recommendation assumes $4.55 billion for Export-Import
Bank direct loan obligations, an increase of $150 million above the
Administration's request. Also, the Committee assumes continued
purchase by the Federal Financing Bank of Rural Electrification
Administration guaranteed loans. This would increase off-budget
direct loan obligations by $964 million above the Administration's
request. For primary loan guarantee commitments there are three
major differences between the Committee recommendation and the
Administration's request. The recommendation assumes $9.42 billion in Export-Import Bank loan guarantee commitments, an increase of $1.2 billion above the Administration's request. The recommendation assumes $40.0 billion for FHA mortgage insurance
commitments compared to the Administration's request of $35.0
billion. Finally, the Committee assumes $19,736 million for guarantees of public housing authority bonds, $2,290 million above the
Administration's request. This difference is directly linked to the
Committee's recommendation for a larger subsidized housing program. For secondary loan guarantee commitments there is one
major difference. The recommendation assumes $68.2 billion for
GNMA commitments to guarantee mortgage-backed securities, $4.0
billion above the Administration's request. These major differences
are discussed in greater detail in the presentation of the Functions.
THE ADMINISTRATION'S REQUEST

The Administration's 1982 credit budget constitutes a major shift
in Federal credit assistance policy. The administration has indicated that it wishes that significantly more of our nation's credit to be
allocated by private market decisions. The general policy position
of the Administration's credit budget is that allocation of credit to
desired sectors of investment through Federal direct loans and loan
guarantees results in losses of economic efficiency which outweigh
the social benefits gained from assuring credit is available to those
sectors. The Administration's credit budget contains a $4.6 billion
reduction in direct loan obligations from the January budget level,
down to $55.6 billion; an $18.4 billion reduction in primary loan
guarantees, down to $78.5 billion; and a $9.6 billion reduction in
secondary guarantees, down to $64.7 billion. The larger reductions
in Federal credit assistance in the Administration's budget affect
agricultural credit, export financing, student loan financing, mortgage finance and rural housing loans, rural electrification, and
small business assistance.
HOUSE COMMITTEE VIEWS AND ESTIMATES

With some exceptions, the authorizing committees of the House
have endorsed the January budget levels for major credit assistance programs. The Banking, Finance and Urban Affairs Committee, which has the largest jurisdiction of credit program authorizations, rejected the Administration's March budget reductions for
FHA mortgage insurance, GNMA mortgage-backed securities guarantees, National Consumer Cooperative Bank direct loans, ExportImport Bank loan guarantees, and rural housing loans. The Agri-

culture Committee also rejected the President's budget reductions
and endorsed the January budget levels for commodity loans, farm
operation loans, and rural development loans. The Education and
Labor Committee indicates that it feels twice the number of guaranteed student loans are needed than the amount proposed in the
President's budget. The Small Business Committee endorsed SBA
business loan levels proposed by the President in the March
budget.
CREDIT BUDGET DEVELOPMENTS

Both the First and Second Budget Resolutions for Fiscal Year
1981 included aggregate targets for Federal credit assistance. It is
recommended that the First Budget Resolution for 1982, for the
first time, have functional credit assistance targets in addition to
aggregate targets. Also, both the First and Second Budget Resolution for 1981 contained "sense of Congress" language that credit
program levels should be subject to the annual appropriations process. The recommendation proposes to continue this practice.
The previous administration's 1981 budget began the practice of
requesting annual appropriation limits on new direct loan obligations and new loan guarantee commitments. The 1982 budget submitted in January continued this practice, expanding the coverage
of proposed annual credit limits to 68 percent of the credit activity
in the Carter budget. The current administration has indicated its
intent to continue to propose annual appropriation limits for credit
activity. House action on these proposed annual appropriation
limits on new credit activity has been in the direction requested by
the Administration, although not all limits have been enacted.
Some credit program authorizations already require annual appropriation limits. In its March 15 Views and Estimates letter, the
Appropriations Committee indicated its support of the effort to
bring credit programs into the budget process for better coordination of credit policy and fiscal policy.
In addition, the Congressional Budget Office has recently completed the creation of a credit program data system which will
allow for the tracking of Congressional action on credit program
limits. The CBO is expected to put this system through a "dry run"
during calendar year 1981 to test the capability of the system.
The following table shows the 1982 Credit Budget Recommendation by Function:
FISCAL YEAR 1982 CREDIT BUDGET, BY FUNCTION
fin billions of dollars)
On-budget
direct loan
obligations

Functon

250 General science, space, and technology...... . . ............
270 Energy .. . ....... ... ......................
.. ..
300 Natural resources and environment .... . .........
.........

370 Commerce and housing credit

400 Transportation .............................
450 Community and regional development ..

77-239 0 - 81 - 5

8.40

Secondary
guarantee
commitments

...

950

-0 15......
..
0.70
1.80 ........
005
.......
.. . 005 ..... ._........
910
......... 220 ..........
6820
42.30
12.65 ..........
115
005
.......
.015.
0,40
020
0.70
.

......

.......

................

Pnmary
guarantee
commitments

0.05.

..............
050 Nationat defense
........ .............. .....
.
..
..
150 International affairs

350 Agriculture..

Off-budget
direct loan
obligations
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FISCAL YEAR 1982 CREDIT BUDGET, BY FUNCTION-Continued
[In bilins of dollars]
On-budget
direct loan
obligations

Function

500 Education, training, employment, and social services .................
550 Health ................................................................. ......................................
600 Income security .......
........ ............
......
700 Veterans benefits and services ............

800 General government
850 General purpose fiscal assistance .........
Total

.

........

..........................

...................
................

.... ...

Off-budget
direct loan
obligations

Primary
guarantee
commitments

Secondary
guarantee
commit.
ments

0.90 .........
0.10
0..........
030
..........

5.20
0.50
0.10 ..............
17.05 ...........
0,60
7.40 .............
.....
.. 2280... . ..... .....
0 15 .
......
0.75 .......
33.15

23.70

8775

68.75

B. OUTYEAR BUDGET PLAN
Multiyear Overview of the Reported Resolution
The First Budget Resolution sets overall spending aggregates for
the fiscal year 1982 and sketches a broad outline for budget policies
for fiscal years 1983 and 1984. The budget year aggregates as well
as the outyear planning targets were constructed with three primary goals in mind. First, to provide the Congress as realistic a
picture of the future of the budget as is possible given the economic
as well as the policy uncertainties which exist in trying to predict
what could occur in the next three years. Second, to begin to
reduce the size of the Federal Government as a percentage of the
Gross National Product (GNP). The Committee intends to reduce
the size of the Federal deficit and if possible establish a realistic
plan to bring the budget into balance at the earliest possible time.
Finally, the Committee has tried to achieve these goals while recognizing the need to be realistic about basic capital investments in
the nation's infra-structure and in addition to be sensitive to the
needs of the Nation's citizens who are least able to help themselves.
The Budget Committee outyear plan projects that fiscal year
1983 Budget Authority will be $865.55 billion and $779.50 in outlays and projects revenues of $778.25 billion. Under the Committees' policies and economic assumptions there will be a deficit of
just over $1 billion in fiscal year 1983. Fiscal year 1984 Budget
Authority is projected to be $923.25 billion. Fiscal year 1984 outlays
are projected to be $839.05 billion, while revenues are projected to
be $864.85 billion. Therefore the Committee projects that there will
be a surplus of $25.80 billion in fiscal year 1984.
The Budget Committee outyear plan stands in sharp contrast to
the current administration's outyear budget plan (March 10th). The
administration's budget projects a fiscal year 1983 deficit of at least
$22.9 billion, $21.6 billion higher than the Committee's for fiscal
year 1983 and projects a fiscal year 1984 surplus of $500 million, a
surplus of at least $25 billion lower than that projected in the
reported budget resolution.
The administration's outyear plan to balance the budget by fiscal
year 1984 is highly dependent on the economy performing at a
brisk pace beginning in fiscal year 1982 and continuing into the
outyears. If the economy should fail to perform at the levels contained in the administration's economic "scenario", tens of billions
of dollars would be added to either the Federal deficit or to the
level of program reductions which would be necessary in order to
achieve the administration's "target outlay ceilings".
Due primarily to the administration's assumption of a three-year
tax plan, which will reduce personal taxes by 10 percent for each of
three years, and due to the large budget increases requested by the
administration for DOD programs, the administration's outyear

plan shows an ever increasing budget deficit. In order to address
this problem of growing budget deficits in the outyears, the administration assumes that large unspecified outlay cuts will be made in
both fiscal years 1983 and 1984.
The administration assumes that $29.8 billion will be cut in fiscal
year 1983 and $44.2 billion will be cut in fiscal year 1984. There are
no details available at this time as to how or where the administration plans to make these additional savings. In short the administration is asking the Congress and the nation to embark on an
untested economic path which requires the Congress to make a
"leap of faith" based on some unknown future administrative
action totalling $74 billion.
The First Budget Resolution for Fiscal Year 1982 as reported by
the Budget Committee offers an alternative outyear budget plan
which reduces the percentage of the GNP consumed by the Federal
Government from 23.1 in fiscal year 1981 to 21 percent of the GNP
by 1984. The Committee's outyear budget plan also projects a substantial budget surplus by 1984. The outyear plan contained in the
First Resolution reported by the Budget Committee is based on up
to date economic data and does not rely on large unspecified outyear reductions to achieve a projected budget surplus by fiscal
year 1984. Any outyear plan which attempts to predict how the
economy will perform in the future must be viewed with great
caution due to the sensitivity of the budget to the economy. Should
the economy perform below the levels which are forecast in the
Budget Committee's economic assumptions or should new spending
programs be initiated, the projected 1984 budget surplus could
instead become a deficit.
Budget Margin
The budget margin is the difference between projected outlays
and anticipated revenues. In general, the use of the budget margin
implies choices among tax cuts, new programs, growth in continuing programs and balancing the budget. The margin can also be
expanded by tax increases which raise revenues. On the spending
side, the margin can be expanded by reforming or eliminating
programs that operate under permanent law and which constitute
percent of the budget, or by assuming less than the full adjustment
for inflation for discretionary programs or the reduction or elimination of programs.
These projections provide a useful picture of the level of Federal
revenues and outlays for the outyears if current policy were to be
continued and the outyear policy recommendation of the Committees are implemented during the next three years. The projections
indicate the overall latitude which the Congress may have, for
example, to consider major tax cuts, or the implementation of new
initiatives, or provide real growth for high priority activities, or
balance the budget. In other words, the projections indicate the
parameters for the policy choices which will confront Congress over
the next five years. For example, if the budget margin of $25.75
billion projected for fiscal year 1984 is in fact achieved, then the
margin could be used for a tax cut or additional spending. Such
planning is critical in light of a number of spending contingencies
which are looming in the distance.
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Outyear Policy Recommendations
The aggregate outyear projections contained in the Budget Committee's resolution are primarily the result of assuming the Committee's fiscal year 1982 policy choices and projecting the continuation of these policies into the outyears. These policy projections
assume the economy will function in a manner consistent with the
House Budget Committee's long-range economic forecast.
In addition to projecting the Budget Committee's fiscal year 1982
budget policies into the outyears (fiscal years 1983 and 1984) the
Committee has made several outyear 'policy choices. These policy
choices fall into two broad categories. First there are those outyear
policy choices which the Committee plans to pursue through reconciliation. For example, the phaseout of the social security student
benefit by 1984 is assumed. The reconciliation instructions which
will direct 15 authorizing committees to make changes in fiscal
years 1982-1984 are provided specific dollar amounts. The Committees of the Congress are, of course, free to make changes other than
those suggested by the Budget Committee. This procedural change
will be discussed further in the subsection on the improvement of
the current outyear system.
The second broad category of outyear policy choices are those
which are assumed in the outyear targets, but not reconciled.
These policy choices are targets only and not binding like the
budget resolution for the budget year. They provide guidance only
for fiscal years 1983 and 1984 and do not bind future Congresses.
The following is a list of the outyear policy choices contained in
the Budget Resolution.
* Real growth of 7 percent in fiscal years 1983 and 1984 for
Defense.
* Continuation of Mass Transit operating subsidies past fiscal
year 1983.
* Elimination of Social Security minimum benefits in fiscal year
1983.
* Requirement of 20 weeks of work in order to qualify for unemployment compensation (savings begin in fiscal year 1983).
* Reduction in middle class "paid lunch" subsidy in the school
lunch program of 50 percent in fiscal year 1983 and elimination of the subsidy in fiscal year 1984.
* Phase out of Social Security Student Benefits beginning in
fiscal year 1982 with total elimination of the benefit by fiscal
year 1987.
Improvements Made by the Committee to the Multiyear Budget
Planning System
Since fiscal year 1977 the House Budget Committee has moved
steadily toward viewing the budget from a multiyear perspective.
For example, since fiscal year 1979 the House Budget Committee
has included outyear planning targets by function in the Budget
Resolution. This year the Committee took several major steps
which have strengthened the multiyear budget planning system.
These steps are:
1. Entitlements and "quasi-entitlements" will be reconciled in
the outyears. In other words, a savings made to an entitlement

program in fiscal year 1982 will be assumed to continue in the
outyears.
2. The Committee presented outyear recomendations along with
the budget year recommendations.
3. Outyear totals were adjusted to reflect the effect of amendments to the budget year.
4. Outyear issues are discussed, whenever possible, in each function.
5. Amendments in the Committee showed the outyear affect of
the budget year changes.
6. Outyear recommendations as well as the budget year recommendations were reviewed.
The Committee believes that an improved multiyear system can
make a significant contribution to the Congressional budget process
in the following three ways:
1. Contribute to congressional understanding of the budget, much
like the work the committee has done to improve understanding of
controllability.
2. Be a useful planning tool for policy determinations.
3. Increase congressional control over the budget.
It is the hope of the Committee that by improving the current
outyear budget system that Congressional decisionmakers can
better understand that today's budget decisions often lock the Congress into budget policies in the future.

COMPARISON OF PRESIDENT'S BUDGET REESTIMATED WITH CHAIRMAN'S RECOMMENDATION
[In billions of dollars]
Reagan reestimated
Fiscal8year
198

Budget authority .........

outlays .......................
Revenues ...........

..... ....

450-Community and regional development:
Budget authority ............
Outlays ....... . .....
. .

Fiscal year
1982

Fiscal year
1983

Fiscal year
1984,

iscalByear
1982

Fisal9year
198

F9calyear
194

- 005 .......
+010
+0.15

Outlays ...... ..... ............ . .
300-Natural resources and environment:
Budget authority ....... ..............
Outlays ...................... ... .
350-Agriculture.
Budget authority .......
Outlays .............

Budget authority ...................
Outlays
....................

Fiscal year
1984

Difference

,

Deficit/surplus. . . . .
.................
050-National defense
Budget authority .............
Outlays ........................ ..
150--International affairs:
Budget authority ......
....
Outlays .. ..... ..........
250-General science, space, and technology
Budget authority ................
Outlays.
.............
270-Energy:
Budget authority .............

370--Commerce and housing credit
Budget authority ..........
Outlays ....................
400-Transportation:

Fiscalear
1983

Committee's recommendation

7.20
7.30

+0.05
+005...

5.80
5.95

-2.60
-2.65
+0.05

6.05
4.90
................................. ........................

..
. . . . ................................ .. .................. ..
. ............................. ..........................

8 70

4 25
20.55
20.65
685

9.35

-0.05
-0.05

+010

COMPARISON OF PRESIDENT'S BUDGET REESTIMATED WITH CHAIRMAN'S RECOMMENDATION-Continued
[In billions of dollars]
Difference

Committee's recommendation

Reagan reestimated
Fiscal year

Fiscal18ear

Fiscal year

Fiscal year

Fiscal year

Fiscal year

Fiscal year

Fiscal year

Fiscal year

1982

198

1984

1982

1983

1984

1982

1983

1984

500-Educaton, training, employment, and social services:
Budget authority .......
Outlays

..

550-Health
Budget authority
Outlays .....
600-ncme security
Budget authonty....
Outlays.........
700-Veterans benefits and servicesBudget authority

83.25
7380
26550
243.85

..

Outlays..
750-Administration of justice
Budget authority ...

.........

Outlays..
800-General government
Budget authority..
Outlays..............
850-General purpose fiscal assistance
Budget authority.....
Outlays ............. ......
900-Interest
Budget authority
Outlays ....
920-Allowances
Budget authority ...
Outlays ........
950-Undistributed offsetting receipts
Budget authority .....................
Outlays ............

. ......

24.40
2360
4.15
4.35

460
460

+020
+020

5 10
495

550
5.50

+025
-005

625
625

-040
-0.30

130
125

-150
-100

-3420
-3420

X. ISSUES IN DETAIL
A. Revenues
The Chairman recommends revenues of $688.9 billion in Fiscal
Year 1982. This total assumes $719.4 billion in current law and a
net revenue reduction of $30.45 billion. Tax reductions of $38.0
billion that could accommodate a variety of specific proposals are
recommended. User fee, cash management, and tax reforms are
assumed to add $7.65 billion to current law receipts.
SUMMARY OF RECOMMENDATION
[In billions of dollars]
Fiscal year
Recommended policy changes

1982
Admrnistration

Current law ..
7016
1.Tax reductions ....
......... .... ....... .
The recommendation assumes a broad tax cut emphasizing increased personal saving, expanded business investment, improved equity for two earner families, enhanced American
competitiveness abroad, tax relief to offset some or all increased
tax burden from bracket creep and higher payroll tax rates The
estimate could accommodate a variety of specific options.
2.Minor tax and tariff allowances ......
............
A small allowance is needed each year to enable the tax writing
committees to respond to demands for tariff relief for the
import of products not readily available inthis country, consider
Presidential requests for most favored tax treatment, and make
minor changes in the tax code to deal with unexpected
problems which come to the Committee's attention in the course
of the year.
3. Increasing user fees, tax reform, improving cash management
and miscellaneous revenue raising measures .............. ..........
2.6
Additional revenues may be obtained from increasing user fees for
Government services which benefit particular groups or businesses in the economy in lieu of burdening the general
taxpayer, tax expenditure changes which would improve equity
and encourage savings and productivity, and speeding up the
collection of taxes owned the Federal Government.
Total change from current law ......................
-513
First budget resolution recommendations

.

6503

1982
Admnmstration
W/HBC
economic
assumptons I

719.4

-546

1982
1983
1984
recomnmen- recommen- recommennation
datlon
datbon

719.4

2-38.0

-628

-81.5

-4945

-66.34

-0.1

2.6

-520
667 4

765

-3045
688 95

778.25

864.85

I Current law receipts estimated on NBC incomes. If estimated on higher nominal incomes consistent with the larger Reagan tax cut, current law
receipts would be $723 7 billion with an associated revenue floor of $693 2 billion
2 $50

on calendar year basis

REVENUE RECOMMENDATION OF THE ADMINISTRATION

The administration proposes for fiscal year 1982 a net $51.3
billion tax cut below its current law estimate of $701.6 billion for a
revenue level of $650.3 in fiscal year 1982. The proposed tax cuts
consist of reductions in the marginal rates for individuals and
accelerated depreciation for business. Additional, but smaller, tax
legislation is expected to be proposed later. President Carter's revenue recommendations, particularly constant rate depreciation,
social security tax credit, additional motor fuel and highway use
taxes, and withholding on interest and dividends, were rejected in
the Reagan proposals.
Individual income tax cuts are proposed as reductions in marginal tax rates in each of the next three years beginning July 1, 1981.
On a calendar year basis marginal rates are effectively reduced by
5 percent in 1981, 15 percent in 1982, 25 percent in 1983 and 30
percent in 1984. The total size of the tax reduction, below current
law, as estimated by the Administration, is $6.4 billion in fiscal
year 1981, $44.2 billion in 1982, $81.4 billion in 1983, and $118.1
billion in 1984.
Faster write-off of capital expenditures under simplified and
standardized rules is proposed to improve business investment. The
accelerated depreciation program would be made retroactively effective to January 1, 1981. Revenue losses estimated by the Administration are $2.5 billion in fiscal year 1981, $9.7 billion in 1982,
$18.6 billion in 1983, and $30.0 billion in 1984. Popularly labeled
the 10-5-3 program, depreciation after a 5-year phase-in period
would be allowed in 10 years for most structures, 5 years for most
machinery and equipment, and 3 years for automobiles, light
trucks, research and development. Certain exceptions would be
made, including a 15-year property class for non-residential structures and low income rental housing and an 18-year property class
for other residential structures; long-lived utility equipment would
be amortized in 10 years rather than five.
REVENUE RECOMMENDATION OF HOUSE COMMITTEES

The House Ways and Means Committee recommended $651.3
billion or $1.0 billion more in revenues than the President's revised
budget. The $1.0 billion is intended to come from revenue reforms
in Function 600 of the budget where the Committee also intends to
provide $1.0 billion more in outlays than the administration.
The Committee noted the importance of economic assumptions in
the revenue estimate and suggested that if the economy turns out
differently or is expected to perform differently, revenues would
have to be adjusted accordingly.
Total tax reductions of $51.3 billion were recommended by the
Ways and Means Committee, the same size as the administration's
for fiscal year 1982. This recommendation was qualified by noting
that the recommendation was tentative, contingent upon the level
of outlay reduction achieved and possible revisions in the economic
assumptions.
The Ways and Means Committee urged that an increased Earned
Income Tax Credit be accommodated in the Budget Committee
recommendations. As has been the practice in the past, the Com-

mittee requested a $0.1 billion allowance for minor tax and tariff
legislation.
REVENUE VIEWS OF CHAIRMAN ROSTENKOWSKI

Following submission of the formal recommendations of the
Ways and Means Committee, and toward the end of the Budget
Committee's markup, Chairman Rostenkowski indicated in broad
terms the type of tax package he envisioned emerging from his
Committee. That one-year package would total some $40 billion in
fiscal year 1982, with $28 billion for individual relief and $12
billion going toward business tax reduction. This gross figure would
be offset in part by $5 billion of tax expenditure, user fee and cash

management reforms.

RECOMMENDATION

The net reduction in revenues specified in the resolution is
$30.45 billion without adjusting for economic reflows, which are

included in the current law estimate. The recommendation assumes individual tax cuts of about $28 billion; corporate tax cuts of

about $10 billion; and tax expenditures, user fees, and other revenue changes of about $7.6 billion. The reduction in Calendar Year
1982 tax liabilities is assumed to be approximately $50 billion, and
with the tax reforms and changes, approximately $41 billion net.
The recommendation assumes that individual tax cuts will focus
on offsetting the recent tax increases from social security and
inflation, increasing incentives to work and save, encouraging
American competitiveness abroad, and correcting for the penalty
on married couples incorporated in current tax law. Business tax
cuts are assumed to encourage greater investment in new plant
and equipment. Specific proposals will be determined by the Committee on Ways and Means, consistent with the revenue floor and
net revenue reduction adopted by the House.
The Committee recognizes that there are numerous ways in
which the tax writing committee could reform the tax code so as to
encourage more savings and productive investment, in keeping
with the overall theme of this budget resolution.
The Congressional Budget Office recently estimated the tax increases due to inflation (bracket creep) and social security scheduled rate changes as approximately $27 billion in fiscal year 1982.1
The tax cuts assumed in this resolution for individuals clearly
exceed the anticipated tax increases from those sources.
The recommended tax cuts are intended to reflect long-term
fiscal restraint and caution. While the Committee recognizes the
need for tax cuts it feels it should not reduce taxes so much as to
cause excessive deficits or inflationary pressures from excess
demand. While some members argue that supply-side benefits from
large multi-year tax cuts may offset revenue losses, the historical
record does not indicate that the economy will grow rapidly enough
to avoid the risk of excessive deficits in the next several years.
I Bracket creep estimates are published in "An Analysis of President Reagan's Budget Revisions for Fiscal Year 1982," Congressional Budget Office, March 1981, p. 19. Social Security
estimates for 1982 were estimated as increases in fiscal year 1982 due to the scheduled increases
since January 1, 1981.

Instead, the Committee would proceed with caution, enact a single
somewhat smaller tax cut, see how the economy responds, and then
reexamine the issue of further tax cuts next year. In the last
several years substantial upward revisions of budget outlays have
resulted in larger deficits than planned. The Committee believes
that the administration's tax proposal runs that risk. By recommending a more modest proposal for one year the Committee hopes
to reduce the potential for huge federal borrowing if the economy
is slow to respond. Nothing in this resolution would prevent Congress from considering additional tax and spending reductions
again next year.
The Committee's tax proposals are more targeted than the President's. By emphasizing savings proposals and business investment
incentives the Committee plans to stimulate the savings and investment needed for future productivity gains. Broader tax cuts
run the risk of increasing consumption and reducing national savings. This would add to an already high inflation rate.
The Committee specifically requests the Ways and Means Committee to consider, as part of its tax reform effort, exempting
foreign oil extraction income (and exploration losses) from U.S. tax
and, as a corollary, eliminating the foreign tax credit for foreign oil
extraction income effective January 1, 1981; and currently taxing
all low-tax foreign oil related income which is earned in countries
other than the country of extraction, or the country of intended
consumption of the oil and gas, effective as of date of enactment.
The proposed exemption would prevent the use of oil extraction
taxes to shelter other low-taxed foreign oil related income (e.g.,
refining, trading, or financing income). It would also eliminate the
controversy as to whether these taxes qualify for the foreign tax
credit or are in reality royalties. The proposal would also currently
tax foreign oil profits where there is a potential that the profits
have been diverted to tax havens to avoid U.S. or foreign tax. This
reform would yield approximately $0.6 billion in fiscal year 1982.
The Committee also specifically requests the appropriate Committees to consider authorizing fee collection by the Federal Communications Commission. It is appropriate that the beneficiaries of
Federal services and regulations assume part of their cost. The
provision is estimated to provide close to $50 million in new revenues for the Department of the Treasury.
Any revisions in the earned income credit program may be accommodated within the revenue recommendations. Specific
amounts for the refundable portion of the credit may be accommodated in outlays in the Second Budget Resolution after the proposal
is known.
RECEIPTS BY SOURCE

Receipts in the Committee's recommendation are assumed to
occur from the following sources:
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[In billions of dollars]

SOurce
1981
Individual income tax ............
..
Corporation income tax ........................
Social insurance taxes
Excise taxes... .....
.................
Estate and gift taxes.
Customs duties................ ........ .......
Miscellaneous taxes .....................................
Total .......

.................

..........

.............
.........
....

Fiscal year reacts
1982
1983

1984

283.7
317.5
67.8
628
1877
219 1
43.0
58.45
6...............
69
7.6
75
78
14.3
15.7

373.3
71.0
241 8
58.25
8.5
8.2
17 2

426.8
75 7
263.8
60.05
9.4
8.7
20.4

6109

778.25

86485

688.95

FUNCTION 050: NATIONAL DEFENSE
B. Spending by Function

The Committee recommends $219.60 billion in budget authority
and $189.75 billion in outlays for this function. These totals represent a decrease of $6.55 billion in budget authority and a decrease
of $4.35 billion in outlays from the Administration's budget as
reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
fIn billions of dollars
Fiscal year 1982 budget
Budget
authority

Administration's budget request, Mar 10. 1981
1 Reestimates (by CBO)

Changes due to economic assumptions
Other reestumates
.
Administration's budget reestimated. ..

Major policy recommendation2 1982 impact of 1981 policy choices
3 Administration's reduction fully assumed
4 Level of Defense spending.

Total difference.
Committee recommendation ........

Budget
authority

Outlays

Fiscal year 1984 plan
Budget
authority

Outlays

22625

188 85

259 65

22605

294 85

25560

-0 10
226 15

+5 25
194 10

+2 60
-0 10
262 15

+ 2.60
+2 15
230.80

+4 10
-0 10
29885

+375
+740
26675

...

Outlays

Fiscal year 1983 plan

0 10

..

-6.55
-655

-425
-435

-660
-6.60

-500
-500

-730
-730

-630
-630

219 60

189 75

255 55

22580

291 55

26045

Explanation of Committee Recommendations
1. REESTIMATES

* Changes due to economic assumptions
None.
* Other reestimates
The reestimate of -$0.10 billion in budget authority and +$5.25
billion in outlays reflects changes in the National Defense function
resulting from estimating differences in the content of the Military
Retired Pay account (-$0.25 billion in budget authority and outlays), lower estimated receipts from the proposed sale from the
strategic stockpile (+$0.15 billion in budget authority and outlays),
and higher outlays primarily associated with increased spending
from the procurement accounts for which appropriations were provided in fiscal years 1979, 1980 and 1981 (+$5.35 billion).
The Department of Defense does not agree with the Congressional Budget Office (OBO) reestimate and indicated in a letter to
Chairman Jones (April 7, 1981) that "experience to date simply
(75)
77-239 0 - 81 - 6

does not support" higher spending estimates. However, the Committee believes that the detailed data provided by CBO does indicate that fiscal year 1982 spending will be higher than estimated
by the Department of Defense. The Committee will closely review
the outlay data for the next few months to ensure that the CBO
estimate of outlays is supported by the spending patterns.

2.

FISCAL YEAR 1982 IMPACT OF

1981

SUPPLEMENTAL

Administration's budget reestimated by CBO
The Administration's budget includes $12.90 billion in budget
authority and $8.45 billion in outlays for the fiscal year 1981 supplemental request.
* Recommendation
The Committee recommends a fiscal year 1981 functional total of
$180.25 billion in budget authority and $162.05 billion in outlays, a
reduction of $0.90 billion in budget authority and $0.80 billion in
outlays from the President's request for fiscal year 1981. The recommendation results in a reduction of fiscal year 1982 outlays of
$0.10 billion.
The recommended reductions amount to 7 percent of the pending
supplemental request for budget authority and 9 percent of outlays.
Each year during the appropriation process reductions are identified in the defense budget. The reductions are made in numerous
line items and result from a variety of causes including schedule
slippage, redefinition of requirements and identification of operating efficiencies. The sum of all these reductions is quite significant.
It is anticipated that this type of reduction will be made during
review of the supplemental request.
e

3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED

* Administration's budget reestimated by CBO
The Committee fully assumes reductions proposed in the Administration's budget for annual, rather than semiannual, cost-of-living
adjustment for retired military personnel which results in savings
of $0.45 billion in budget authority and outlays; accelerated sales
from the strategic stockpile which results in savings of $0.55 billion
in budget authority and outlays; logistical efficiencies which resut
in savings of $0.20 billion in budget authority and outlays; and
reduction of the civilian pay raise from 5.5 percent to 4.8 percent
which results in savings of $0.15 billion in budget authority and
outlays.
* House committees' views and estimates
The Armed Services Committee highlighted the fact that last
year it supported the annual adjustment for the cost-of-living increases for military personnel, subject to similar action being taken
for retired civilihnemployees. Legislation changing the Civil Service system failed enactment in the last Congress. Should such
legislation fail in this session, the proposed savings would not be
realized. Concerning the sale of materials from the strategic stock-

pile, the Committee indicated that it probably could not support
sales of this magnitude from the national stockpile at this time.
* Recommendation
The recommendation assumes the Administration's proposed reductions in the fiscal year 1982 budget will be accepted by the
Congress.
* Outyear impact
The estimate assumes the reductions made in fiscal year 1982
would result in savings in the outyears.
4. LEVEL OF DEFENSE SPENDING

* Administration's budget reestimated by CBO
For this function the Administration's budget is $226.15 billion in
budget authority and $188.85 billion in outlays.
9 House committees' views and estimates
The Armed Services Committee concluded that the President's
requested level for fiscal year 1982 appears to be sufficient given
certain critical assumptions such as the assumed inflation rate.
The Committee on Appropriations stated that it would be premature to recommend dollar levels for the defense budget but that it
seems clear that defense appropriations for fiscal year 1982 will be
substantially above the level for fiscal year 1981. In addition the
Appropriations Committee has launched in a nonpartisan basis a
broadly based study of defense procurement practices and policies
in the belief that very substantial sums can be saved and better
defense achieved if the practices are made to fit the announced
policies of the department.
* Recommendation
The Committee recommends $219.60 billion in budget authority
and $189.75 billion in outlays. The recommendation is $6.55 billion
below the Administration's request for budget authority and $4.35
billion the Administration's request for outlays
The recommend level represents real growth over the recommended level for fiscal year 1981 in the National Defense function
of 10.6 percent in budget authority and 6.4 percent in outlays. The
budget for all other functions of the Federal budget is declining in
real terms. The increase in defense outlays is more than twice the
commitment the United States entered into with our NATO allies
in 1977 to increase real defense spending at a rate averaging 3
percent per year.
The Committee recommendation recognizes the critical importance of maintaining a national defense second to none. The recommendation continues the most rapid peacetime increase in the
defense budget in our history. As compared to fiscal year 1980, the
most recently completed fiscal year, the Committee recommendations are 50.6 percent higher in budget authority 39.6 percent
higher in outlays. In dollar terms this is an increase of $721 85
billion in budget authority and $ 53.9 billion in outlays.

The Committee recommendation assumes that the Congress will
not approve the establishment of a Special Defense Assets Account,
requested by the administration- The administration proposal
would allow the purchase of military hardware in anticipation of
subsequent sale to foreign governments. The Committee notes that
the administration's proposed method of financing these purchases,
a backdoor financing arrangement, would allow funds to be obligated without congressional approval through the appropriations
process.
In addition to the savings included in the Administration's
budget, the Committee believes that there are additional opportunities to achieve savings in this function while maintaining a national defense second to none.
The Department of Defense employs more than 3 million military and civilian personnel and in fiscal year 1982 plans to purchase more than $140 billion of goods and services. The Committee
believes that there are continuing opportunities for savings in such
a vast organization, and urges the administration and the appropriate committees of the Congress to continue in their efforts to act on
every opportunity to achieve savings.
The Committee requests the Department of Defense to submit to
the Budget Committee a detailed analysis of the GAO report entitled "Controls Over DOD's Management Support Service Contracts
Need Strengthening." In particular, the Budget Committee desires
a description of how the Department of Defense intends to deal
with the large percentage of contract awards based on unsolicited
proposals, the significant involvement of former DOD officials and
employees in contracts, the continuous renewal of contracts, the
instances of questionable need for any use made of the contract
services, the overuse of sole-source awards, and extensive contract
modifications.
The Committee believes that the maintenance of our national
defense requires that military personnel be paid at a level commensurate with compensation in the private sector and recognizes that
money alone cannot adequately compensate for the family separation and exceptional effort expected of a member of the armed
services. Continuing problems remain in recruiting for certain jobs,
such as the combat arms in the Army, and in retaining certain
highly skilled individuals for which civilian wages are significantly
above military compensation. The pay raise for military personnel
in October 1981 will certainly have to be substantially larger than
the 4.8 percent assumed for civilian personnel, but the Committee
believes that the most efficient use of taxpayer funds can be
achieved through a combination of an across the board increase
and targeted increases to deal with particular problem areas. The
Committee notes that the Secretary of Defense has certain limited
authority to allocate pay raises and encourages the use of that
authority where appropriate. In its views and estimates the Armed
Services Committee indicated that initiatives in the area of personnel and compensation would be double (i.e. $750 million) the
amount contained in the Administration's budget. The Committee
understands that these initiatives would be directed primarily
toward targeted compensation increases.

79
The Committee welcomed the testimony from the Secretary of
Defense regarding his strong commitment to identify and eliminate
any waste and duplication. The Secretary noted there is no way in
which we can or should convince the American people that this
large increase in defense is needed unless we are able to demonstrate the major efforts that we are making to eliminate any waste
or any suggestion that the funds we are seeking are not wisely
spent. In addition, the Committee welcomes the efforts by the
Appropriation Committee to conduct an in-depth review of procurement practices, as noted in the Views and Estimates of the Appropriations Committee. It is the Committee's belief that the efforts by
the Secretary of Defense and the Appropriation Committee review
of procurement practices will result in significant savings in fiscal
year 1982 and in the outyears.
* Outyear impact of recommendation

The recommendation assumes that the reduction in budget authority and outlays in fiscal year 1982 will not be restored in
subsequent years.
1982 CREDIT BUDGET
[In millions of dollars]
New direct loan obligations
HBC
Carter
Administra-

Program Defense production guarantee
Total

..

budget

budget

...

..

recommendaontn

New loan guarantee commitments
HBC
Carter
Administra

budeteion tion budget

...
...

remommen-

30

30

30

30

30

30

Direct loans
...........
On-budget
Off-budget ........................................ .. ..... ........
.
. . ...........
Federal Financing Bank, FFB
Loan guarantees
.
.............
30
30 .... ...
30
Primary
Secondary
Guarantees of FFB loans .........

..........

This memorandum entry indicates the amount of off-budget new direct loan obligations by the FEB that would be attributed to this function if
all FFB actiwy was disinbuted by function The total for new direct loan obligations by the FfB has been recorded in Function 800
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FUNCTION 150: INTERNATIONAL AFFAIRS
The Committee recommends $17.25 billion in budget authority
and $11.20 billion in outlays for this function. These totals represent a decrease of $0.10 billion in budget authority and an increase
of $0.20 billion in outlays from the Administration's budget as
reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]

Fiscal year 1982 budget
authority

Administration's budget request, Mar 10, 1981 ....
1 Reestimates (by CBO)
Changes due to economic assumptions.
Other reestimates

Outlays

Fiscal year 1983 plan

Fiscal year 1984 plan

Budget
authority

Budget
authority

Outlays

17 90
....

' A 55i

-- N'

1735

-010

1100

t-l

-NI

,-3

-55

Administration's budget reestimated

Outlays

-0

17 40

15,

07

1150

-015
J-N9N
020VI-

1700

12 30

Major policy recommendation
2 1982 impact of 1981 policy choices ......
3 Administration's reductions fully assumed
4 Reductions in foreign assistance contingency
programs .............
5 Special defense acquisition fund
6 Increase Export-Import Bank loan levels
Total difference

-0.25

-010
+030

-020

+-

-0.10

+0 20

-0-25
-N-9

-0 15
+0.25

-4-NN.5

005

-005

+0

+0 15

-025

-020
+0 20

-s-A2

-Al1

5

+0 10

+0 10

Committee recommendation

Explanation of Committee Recommendations
1. REESTIMATES
Changes due to economic assumptions
The interest rates assumed in the budget resolution will result in
higher earnings for the Exchange Stabilization Fund. Such earnings are remitted to the Treasury and recorded in this function as
an offsetting receipt.
o Other reestimates
The budget authority decrease of $0.55 billion results from reduced obligation rates for the Military Sales Trust Fund. The Administration's estimate and the recommendation both assume the
same level of military sales. However, the recommendation assumes that such sales will result in a lower rate of contractual
obligations (budget authority) in fiscal year 1982.
e

2. FISCAL YEAR 1982 IMPACT OF 1981 POLICY CHOICES
The recommendation accepts the Administration's budget proposals for fiscal year 1981, and includes no policy choices which
impact on fiscal year 1982 or the outyears.

3. PRESIDENT'S REDUCTIONS FULLY ASSUMED
* Administration's budget reestimated by CBO
The Administration's budget as reestimated includes reductions
of $1.7 billion in budget authority and $0.4 billion in outlays in
foreign assistance programs such as contributions to multilateral
development banks, functional development asistance, P. L. 480
food shipments, and refugee assistance. The Administration's
budget as reestimated also includes reductions of $0.05 billion in
budget authority and outlays in administration of foreign affairs
and information exchange activities, and a reduction of $160 million in budget authority and outlays for contributions to the
United Nations.
* House committees' views and estimates
The Committee on Foreign Affairs recommends the overall levels
for foreign affairs requested by the Administration's but noted that
the Committee may set its own priorities within those totals.
* Recommendation
The recommendation assumes the full amount of the Administration's proposed reductions in the areas discussed above.
* Outyear impact of the recommendation
The recommendation assumes continued budget stringency in
the various foreign assistance programs. However, existing U.S.
commitments in contributions to multilateral development banks
and commodity stabilization agreements will be fullfilled. U.S. assessed payments to the United Nations and other international
organizations will be made, but on a stretched-out schedule.

4.

REDUCTIONS IN FOREIGN ASSISTANCE CONTINGENCY PROGRAMS

* Administration's budget reestimated by CBO
The Administration's budget, as reestimated, requests $350 million in budget authority and $150 million in outlays for contingency programs in grant military assistance and in the Economic
Support Fund.
* House committees' views and estimates
The Committee on Foreign Affairs noted the Administration's
budget increases for contingency funds in the grant military assistance account and in the Economic Support Fund and indicated
that it may reduce, eliminate, or reallocate the $350 million in
budget authority proposed for those purposes.
* Recommendation
The recommendation assumes that the Administration's already
has adequate reprograming flexibility in foreign assistance appropriations and assumes a reduction in foreigh assistance programs
of $250 million in budget authority and $100 million in outlays.

* Outyear impact of the recommendation
The recommendation assumes budget savings of $250 million in
budget authority and $150 million in outlays in fiscal year 1983
and $250 million in budget authority and $200 million in outlays in
fiscal year 1984.
5. SPECIAL DEFENSE ACQUISITION FUND

* Administration's budget reestimated by CBO
The Administration's budget as reestimated assumes receipts to
this fund at $0.30 billion in fiscal year 1982; $0.25 billion in fiscal
year 1983; and $0.20 billion fiscal year 1984.
* House committees' views and estimates
The Committee on Foreign Affairs stated that because this proposal would divert receipts from the Treasury to increase the National Defense function, and because of jurisdictional considerations, this proposal would require careful review. The Committee
further noted that this fund, if approved, should be part of the
annual authorization and appropriation process.
* Recommendation
The recommendation assumes that this special revolving fund
which is not subject to annual budgetary review by the Congress
will not be approved. This issue is also discussed in Function 050:
National Defense.
* Outyear impact of the recommendation
The recommendation assumes that the earnings of the Military
Sales Trust Fund will continue to be recorded as offsetting receipts
and returned to the Treasury.
6. INCREASED EXPORT-IMPORT BANK LOAN LEVELS
* Administration's budget reestimated by CBO
The Administration's budget proposes a program of direct and
discount loans totalling $4.40 billion in fiscal year 1982; $4.70 billion in fiscal year 1983 and $4.95 billion in fiscal year 1984. The
Administration's budget also proposes a loan guarantee and insurance program ceiling of $7.6 billion in fiscal year 1981 and $8.2
billion in fiscal year 1982.
* House committees' views and estimates
The Committee on Foreign Affairs noted that it strongly supports the activities of the Export-Import Bank and might favor an
increase to the Administration's request, but that any such increase should not occur at the expense of other accounts within
this function.
The Committee on Banking, Finance, and Urban Affairs noted
that the Subcommittee on International Trade was currently conducting hearings on the Administration's proposed budget ceilings
on the Bank's direct loan program, and would be considering the
effect of such ceilings on the U.S. trade balance.
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* Recommendation
The Committee notes that the reductions in Export-Import Bank
were proposed in accordance with the Administration's effort to
control subsidized loan programs, but, in view of the outstanding
preliminary loan commitments, and the level of pending loan applications, the recommendation assumes a partial restoration and
assumes a direct and discount loan program of $4.55 billion in
fiscal year 1982. This is an increase of $150 million to the Administration's proposal.
Further, in view of the substantial reduction in Export-Import
Bank direct loan levels, even assuming the restoration addressed
above, the rec-ommendation does not assume approval of the Adijilj-_
istration's reduction in the Bank's loan guarantee and insurance
program and recommends a program ceiling of $8.6 billion in fiscal
year 1981 and $9.4 billion in fiscal year 1982.
o Outyear impact of the recommendation
The recommendation assumes partial restoration of the Administration's Export-Import Bank direct loan levels in the outyears as
well. For fiscal year 1983 the recommendation assumes a program
of $4.90 billion, an increase of $200 million over the Administration's; and for fiscal year 1984 the recommendations assumes $5.20
billion, an increase of $250 million over the Administration.
1982 CREDIT BUDGET
[In millims of dollars]
New loan guarantee commitments

New direct loan obligations
AdministraCarter
budget
bon bd~t
Budget Bngote

Program

Economic support fund .............................. ... ..........
Functional development assistance................
Overseas Private Investment Corporation ...............
Expenses, Public Law 480, Foreign Assistance ................

1,000

1,000

369
475
10 ............
808
878

Carter
Budget

HBC

m
dation

Exprt-Import Bank ...........................................

Total ..

...
...
.... ........
......

1

1

HBC
rnecommendabeon

1,000 ................................. . ..........
369 ..................
100
100
180
10
808

Housing and other credit guarantees ..........................................................................................
1,652
1,652
1,020
Foreign military credit sales ................ ..........

Emergencies in the diplomatic and counsular service ......

Mmntast
fio budget

1

5,000

4,400

4,550

8,384

8,230

8,390

......................................
250
2,931

150
2,573

150
2,573

............................................
9,420

8,220

9,420

12,781

11,043

12,243

Direct loans:
8,390 .................................................
8,230
On-budget .......................... 8,384
. ....... ...
Off-budget ........................................................................................................................................................
Federal Financing Bank, FFB I..........

Loan guarantees:
Primary ............ ...........................................

Secondary ..

.......

Guarantees of FFI loans ...................................

3,000

2,700

2,700 ..................

9,781

8,343

9,543 ..... ....... .. .. ..

3,000

2,700

2,700 ...................

This memorandum enty indateteamont of of-bJdgt new direct bn oBaiaons by

all FFB ac"ivy was distnbated by function. The total for new direct loan

oigatbons

he
FFB that would be at

to thisfunctioniW

by the FFB has been reoded in Function 800

FUNCTION 250: GENERAL SCIENCE, SPACE AND
TECHNOLOGY
The Committee recommends $7.25 billion in budget authority
and $7.05 billion in outlays for this function. These totals represent
increases of $0.05 in budget authority and outlays from the Administration's budget reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[in billions of dollars]
Fiscal year 1982 budget

Outlays

Fiscal year 1983 plan

Fiscal year 1984 plan

Budget
authority

Budget
authority

Outlays

Outlays

Administration's budget request, Mar 10, 1981 .............
I Reestimates (by CBO).
Changes due to economic assumptions
Other reestimates

.

10
tO
TV

....

Administration's budget reestimated
Major policy recommendation
2 1982 impact of 1981 policy choices.
3 Administration's reductions fully assumed in
the recommendation ..
4 National Science Foundation
Total difference

7 20

700

+ 0.05
+005

+ 0.05
+005

Vv

7 70

...... .

i* v

wA
TV
Ivv

*V

745

720

in

730

.............................

Committee recommendation..

Explanation of Committee Recommendations
1.

REESTIMATES

The recommendation includes the following CBO reestimates,
which are explained in the text following the table.
Changes due to economic assumptions
None.
Other reestimates
[in millions of dollars. fiscal year 19821

National Science Foundation, research and related
activities
...............

Other ..

Administration's budget

Administration's budget
reestimated

Budget
authority

Budget
authority

Outlays

1,020

916

1,010

6,203

6.013

6,203

Outlays

971

Differences
Administration's budget
reestimated plus or minus
original budget submission
Budget
Outlays
authority

...........

6,052 .............

+55
+39

CBO has reestimated the Administration's requested funding
level for NSF research and related activities upward by $55 million

in outlays. This reestimate is based on the historical spending rates
for the faster spending programs in this area such as ocean research programs. The remaining $39 million increase in outlays is
a net amount reflecting reestimates for numerous programs in this
function such as the National Aeronautics and Space Administration's space flight and supporting space activities programs and the
Department of Energy's general science and basic research programs.
2. 1982

IMPACT OF

1981

POLICY CHOICES

9 Administration's budget reestimated by CBO
The Administration did not request any supplemental appropriations for fiscal year 1981. He requested rescissions totaling $87
million in budget authority and $37 million in outlays. Of this
amount, $82 million in budget rescissions is for the National Science Foundation's basic research, science and engineering education, and university-industry cooperative research activities.
e Second budget resolution for fiscal year 1981
No supplementals or rescissions were assumed in the Second
Budget Resolution for Fiscal Year 1981.
* Recommendation
The Committee assumes the rescissions requested by the Administration will be approved by Congress.
* Outyear impact of recommendation
The Committee recommendation regarding the proposed rescissions in fiscal year 1981 assumes that there will be no outyear
impact on the Administration's reestimated budget.
3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATION

* Administration's budget reestimated by CBO
The Administration's budget request for the Department of Energy's basic research programs is $567 million in budget authority
and $547 million in outlays and for the National Aeronautics and
Space Administration, $5,622 million in budget authority and
$5,435 million in outlays. The budget authority levels requested
$320 million and $520 million below the January request respectively.
* House committees' views and estimates
The Science and Technology Committee accepted the Administration's requested level of funding for the Department of Energy's
basic research programs. That Committee's recommendation for
NASA programs is $130 million in budget authority higher than
the Administration's request. The increase for NASA programs
recommended by the Science and Technology Committee includes
support of the Solar Electric Propulsion System, a U.S. spacecraft
for the International Solar Polar Mission, continuing experiments

for Upper Atmospheric Research, and retaining an option for a
Halley Comet mission.
0 Recommendation
The recommendation assumes that the Administration's request
for NASA programs and DOE basic research programs will be
provided. The recommendation makes no assumptions regarding
the specific programmatic levels within the total request made by
the Administration for these two areas.
* Action required to implement recommendation
The recommendation can be achieved through the appropriations
process.
* Outyear impact of the recommendation
The Committee recommendation would have no outyear impact
on the Administration's reestimated budget.
4. NATIONAL SCIENCE FOUNDATION

* Administration's budget reestimated by CBO
The Administration's budget reestimated by CBO would provide
budget authority of $1,034 billion and outlays of $1,039 in fiscal
year 1982. This represents a reduction of $320 million in budget
authority and $150 million in outlays from the January budget.
* House committees' views and estimates
The Committee on Science and Technology recommends budget
authority of $1,129 billion and outlays of $1,103 billion for fiscal
year 1982. This would result in a reduction of $225 million in
budget authority from the January budget or a restoration of $95
million to the Administration's budget authority request. According to that Committee, "this would restore important programs for
instrumentation, women and minorities in science, innovation and
science-engineering education."
* Recommendation
The Committee recommendation assumes budget authority of
$1,084 billion and outlays of $1,066 billion in fiscal year 1982 for
NSF programs. This recommendation assumes that $50 million in
budget authority and $27 million in outlays of the reduction proposed by the Administration will be restored. This recommendation
is primarily aimed at restoring reductions proposed in such areas
as science and engineering education, university laboratories facilities, equipment and instrumentation, and geographic distribution
of research grants such as the Experimental Program to Stimulate
Competitive Research. The recommendation also assumes that
careful consideration will be made in the appropriations process of
the effect that reductions in NSF programs may have a long-term
national productivity and the U.S. balance of trade.
o Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
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* Outyear impact of recommendation
The Committee's recommendation to restore $50 million in
budget authority in fiscal year 1982 would result in less than $50
million in outlays above the President's reestimated budget for
fiscal year 1983. There would be no outlay impact in fiscal year
1984 of the Committee's recommendation.
1982 CREDIT BUDGET
[In millions of dollars]
New loan guarantee commitments

New direct loan obligations
Carter
budget

Admes-ration budget

HSC
recommendation

Program National Aeronautics and Space Administration, research and development
Total

Carter
budget

Administralion budgy

NBC
recmmendation

144
144

144
144

144
144

Directions

On-budget
Off-budget ..
Federal Financing Bank, FFB 1
Loan guarantees

.......

Primary......................

Secondary ........
. ........
Guarantees of FFB loans ....................

144

144

...

144

..

144

144

.........

...

144 ....................

This memorandum entry indicates the amount of off-budget new direct loan obligations by the FFB that would be attributed to this function i
all FFB activity was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800

FUNCTION 270: ENERGY
The Committee recommends $6.30 billion in budget authority
and $6.85 billion in outlays for this function. These totals represent
decreases of $2.60 billion in budget authority and $2.65 billion in
outlays from the Administration's budget reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
Iln billions of dollars]
Fiscal year 1982 budget
Outlays

Administration's budget request, March 10, 1981
1 Reestimates (by CBO)
Changes due to economic assumptions
Other reestimates
Administration's budget reestimated
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Major policy recommendations
2 1982 impact of 1981 policy choices
3 Administration's reductions fully assumed in
the recommendation

-

+085
9.50

Fiscal year 1983 plan

Fiscal year 1984 plan

Budget
authority

Budget
authority

+005
905

+020

Outlays

-010

+040

960

7 90

Outlays

+050

825

+010

-

4 Energy conservation programs
5 Solar and other energy supply programs
6 Solar Energy and Energy Conservation Bank
7 DOE synfuel plant programs 8 Supplementary private financing for the Strategic Petroleum Reserve (SPRO)
9 Gaseous centrifuge uranium enrichment plant
(GCEP)
10 Fair value pricing of uranium enrichment
services
11 Nuclear fission programs
12 Improved administrative practices
13 Other policy recommendations..
Total difference ................

+040

+015

+040

+030

+040

+040

+0.10
+020

+005
+0.10

+010
+040

+010
+020

+010
+040

+010
+030

+0.30

+0 15

-150

-1.50

-030

-005

-020
-0.10
-150

-0.20
-0.05
-1.50

-2.60

-2.65

+030
-2.00

+0.30

+030

-200

-250

+030
-2.50

-015 .........

-0.10

-020
-010
-060

-020
-010
-0.60

-030
-0.10
-040

-030
-010
-040

-170

-2.05

-2 10

-230

Committee recommendation

Explanation of Committee Recommendations
1.

REESTIMATES

* Changes due to-economic assumptions
None.
e Other reestimates
[In million of dollars, fiscal year 1982]
Administration's budget

Bonneville Power Administration .
DOE alternative fuels production

.136

-189
-25

Administration's budget
reestumated

Differences
Administration's budget
reestimated plus or minus
original budget submission
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[In million of dollars, fiscal year 19821
Administration's budget
Budget
authority

Uranium enrichment account . ..........
Strategic petroleum reserve
..............
Naval petroleum reserves, net
Total

.......

Differences

Administration's budget

reestimated plus or minus
onginal budget submission
Budget
Outlays
authority

Otludgdget

164
1.......
- 121
3,883
3,671
-1,483
-1,468
1...
95
489

Energy conservation programs
Other
........

Administration's budget
reestimated
authority

Outays

164
3,883
- 1,602

78
3,906
- 1,556

6439

6,393

195
6,123

8,974

8,651

8,899

649
6,425

9,520

.

-119
....
+44

-75

+ 198
+235
-88
+ 160
+ 132

+869

CBO's upward outlay reestimate for Bonneville Power Adminis-

tration programs is based on a communication from the BPA Ad-

ministrator to the Congress that their program outlays would be
higher than those previously forecasted by OMB. CBO's outlay
estimate for the DOE alternative fuels production program is $47

million, while the Administration's Budget estimate is -$25 million. This results in a net +$72 million reestimate. Apparently
OMB's outlay estimate for the Administration's rescission was
greater than the outlays reflected in the base. The CBO reestimate
for the Uranium Enrichment Account is primarily based on CBO
estimates that DOE will not be able to sell as much enrichment
services as the Administration's budget anticipates, CBO assumes a
12 percent revenue reduction. It is worth noting that the Administration's budget anticipates almost a 30 percent increase in uranium enrichment service sales between fiscal year 1981 and fiscal
year 1982.
CBO also estimates that conservation program outlays will be
higher than the Administration's budget anticipates. This is due to
two factors: The CBO does not expect the fiscal year 1982 outlay
savings from the Administration's fiscal year 1981 rescissions to be
as great as the OMB expects, and the CBO expects that prior year
funding will cause greater outlays in fiscal year 1982 than OMB
assumes. Finally, CBO expects Strategic Petroleum Reserve outlays
to be higher than anticipated in the Administration's budget due to
CBO's use of a higher oil price assumption than OMB's (by about
10 percent). These higher outlays are, however, partially offset by a
higher estimate of receipts from the sale of Naval Petroleum Reserve oil. Other smaller reestimate differences include fossil energy
R. & D. programs and the National Petroleum Reserve in Alaska,
among others.
2. 1982 IMPACT OF 1981 POuCv CHOICES
* Administration's budget reestimated by CBO
The Administration's budget requests supplementals totaling
$1,346 million in budget authority and $32 million in outlays as
estimated by CBO. The supplementals include $1,305 million in
budget authority and zero in outlays for the Strategic Petroleum
Reserve reflecting the higher cost of oil to the Reserve as a consequence of the Administration's decision to decontrol oil prices in

January. Also, there is a supplemental request for $41 million in
budget authority and $32 million in outlays for DOE Departmental
Administration activities. There is a need for these funds because
offsetting receipts expected by DOE are running $12 million below
their expected level, and because the cost of work done for other
departments and the public is expected to increase by $29 million
over what was previously forecasted.
The Administration's budget also proposes a net of $2.5 billion in
rescissions of budget authority, estimated by CBO to reduce fiscal
year 1981 outlays by $0.35 billion. The larger items recommended
for rescission include $1.25 billion in DOE and USDA gasohol and
urban waste loan and loan guarantee programs, $0.3 billion in
DOE synfuel feasibility studies and cooperative agreements, $0.25
billion in synfuel demonstration plant construction activities, $0.3
billion in energy conservation activities, $0.2 billion in solar and
other energy supply activities, and other such items.
* Second budget resolution
The Second Budget Resolution anticipated fiscal year 1981 totals
of $5.85 billion in budget authority and $7.8 billion in outlays.
* Recommendation
The Committee recommendation assumes that approximately
half the rescissions recommended will be restored or deferred, and
thus adds $1.20 billion in budget authority and $0.20 billion in
outlays to the Administration's budget as reestimated by CBO. The
largest single item assumed to be restored is $0.7 billion in budget
authority for the DOE and USDA gasohol loan guarantee programs. The Administration recommended rescinding the $1.25 billion presently available for these programs, of which $745 million
is available in DOE, and $505 million at USDA. The restoration
could accommodate the projects presently pending at DOE and
USDA, by providing $270 million for DOE (up to $810 million in
loan guarantees) and $420 million for USDA (up to $420 million in
loan guarantees).
Also, the recommendation assumes deferral or restoration of
$247 million in budget authority that the Administration recommended for rescission for DOE synthetic fuel projects, on the basis
that Congress should be given an opportunity to review the government's role in synfuel demonstration plants before these funds are
rescinded. The recommendation also assumes restoration or deferral of roughly half the amounts recommended by the Administration for rescission in the energy conservation, and solar and other
energy supply areas. The rationale for this is that many of these
activities are in advanced stages of planning and execution, and
rescissions of this magnitude would not permit their orderly phaseout.
Finally, the recommendation assumes rescissions recommended
by the Administration totaling $425 million in budget authority.
These include $66 million in budget authority for fossil energy R. &
D. activities, $300 million in DOE synfuel feasibility studies and
cooperative agreements, and $59 million in energy information,
policy and regulation programs.

*Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
o Outyear impact of the recommendation
The Committee recommendation assumes outlays will increase
by $0.2 billion in fiscal year 1982 and by $0.1 billion in fiscal year
1983.

3.

ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATION

* Administration's budget reestimated by CBO
The Administration's budget recommends a reduction for fossil
energy R. & D. operating expenses totaling nearly $0.35 billion in

budget authority and $0.30 billion in outlays, as reestimated by
CBO.
* House committee views and estimates
The Science and Technology Committee Report recommends
funding levels that are within the Administration's budget request,
although it suggests additional funding for projects such as H-Coal

pilot plant operation, while reducing funding in other areas such as
for mining R. & D.
0 Recommendation
The Committee recommendation assumes no specific restoration
for these programs. If some restoration is to be made, it will be
matched with reductions elsewhere in the budget.
0 Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
0 Outyear impact of the recommendation
The Committee recommendation assumes savings of $0.3 billion
in budget authority and outlays in fiscal year 1983 and and fiscal
year 1984, due to these reductions in fossil energy R. & D. programs.
4. ENERGY CONSERVATION PROGRAMS

Administration's budget reestimated by CBO
The Administration's budget recommends $0.7 billion in reductions from the January budget request of $0.9 billion for energy
conservation programs. The various cuts included: A $0.2 billion
reduction for the low-income weatherization grant program by
transferring it to a block grant program in HUD; a $0.15 billion cut
in state planning grant programs for conservation and emergency
purposes, among others; a $0.25 billion cut in energy transportation, industrial buildings, and residential conservation programs,
primarily for research and development; and a $0.1 billion cut in
the schools and hospitals conservation grant program.
0
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0 House committee views and estimates

The Appropriations Committee Report states

"...

in the short

term, conservation is the most cost effective energy measure. Accordingly, it is likely that some of the funds will be restored." The
Science and Technology Committee recommends increases of $0.15
billion for programs under its purview. The Energy and Commerce
Committee recommends increases of $0.3 billion for programs
under its purview. The Banking, Finance and Urban Affairs Committee recommends increases of $0.20 billion to fund the lowincome weatherization grant program.
* Recommendation
The Committee recommendation assumes restorations of $0.4 billion in budget authority and $0.15 billion in outlays for energy
conservation programs. Of this restoration, $0.2 billion in budget
authority and $0.05 billion in outlays is assumed for the lowincome weatherization grant program which the committee recommendation assumes will remain in DOE. The remaining $0.2 billion
in budget authority and $0.1 billion in outlays could accommodate
funding for a variety of activities, including the Residential Conservation Service, which provides energy audits to homeowners, some
continued R. & D. in the new energy efficient processes, and continued grants to states for energy conservation and emergency
planning efforts.
The Committee recognizes that federal activities in the energy
conservation area will be tightly constrained despite the restorations assumed by the Committee recommendation. Because of this,
the committees of jurisdiction of the House may wish to consider
the enactment of proposals to give some flexibility to state and
local governments when managing the funds that will be assigned
to them under the various energy conservation grant programs,
other than the low-income weatherization grant program.
* Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
* Outyear impact of the recommendation
The Committee recommendation assumes increases in fiscal year
1983 of $0.4 billion in budget authority and $0.3 billion in outlays,
and in fiscal year 1984 of $0.4 billion in budget authority and
outlays for energy conservation programs.
5.

SOLAR AND OTHER ENERGY SUPPLY PROGRAMS

* Administration'sbudget reestimated by CBO
The Administration's budget recommends $0.4 billion in reductions from the January budget request of $0.6 billion for solar
energy programs. The various reductions included: a $0.1 billion
cut in budget authority for photovoltaic systems; a $0.1 billion cut
in wind energy, biomass and passive solar heating and cooling
activities; and a $0.2 billion cut in ocean energy, active solar heating and cooling, solar thermal energy, and all other solar energy
programs. In addition, the Administration's budget recommends

another $0.2 billion in cuts for other energy supply programs including renewable resource R. & D. such as geothermal energy,
electric energy systems, energy storage systems, and alcohol fuels
programs, among others.
e House committee views and estimates
The Appropriations Committee Report points out that these programs ".
have had strong bipartisan congressional support in
the past
." The Science and Technology Committee recommends
increases of about $0.2 billion for these programs. The Energy and
Commerce Committee Report recommends increases of about $0.25
billion for the programs under its purview.
0 Recommendation
The Committee recommendation assumes restoration of $0.3 billion in budget authority and $0.15 billion in outlays, or about 50
percent of the Administration's combined reductions for solar and
other energy supply programs. The recommendation assumes restoration of funding for solar and renewable resource R. & D. to the
minimum level necessary to maintain an aggressive research program in advanced photovoltaics technologies and other renewable
resource R. & D. efforts.
* Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
* Outyear impact of the recommendation
The Committee recommendation assumes increases in fiscal year
1983 of $0.3 billion in budget authority and $0.2 billion in outlays,
and in fiscal year 1984 $0.3 billion in budget authority and outlays
for solar and other energy supply programs.

6. SOLAR

ENERGY AND ENERGY CONSERVATION BANK

* Administration's budget reestimated by CBO
The Administration's budget terminates the Solar Conservation
Bank enacted in the Energy Security Act of 1980 by withdrawing
the January budget request of $125 million in budget authority and
$50 million in outlays.
* House committee views and estimates
The Banking, Finance and Urban Affairs Committee recommends $125 million to fund the Solar Energy and Energy Conservation Bank.
* Recommendation
The Committee recommendation assumes $100 million in budget
authority and $50 million in outlays to fund the Solar Energy and
Energy Conservation Bank. The Committee believes that such a
program can help many lower and lower middle income Americans
weatherize their homes, especially those who may not be able to
finance these projects were the private markets alone involved. If
properly targeted, this program could ultimately help reduce infla-

tion by reducing the demand for imported oil. In addition, the
Bank may be able to assist those families who cannot take full
advantage of the residential insulation and solar tax credits because they do not have sufficient tax liability.
* Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
* Outyear impact of the recommendation
The Committee recommendation assumes increases in fiscal year
1983 and fiscal year 1984 of $0.1 billion in budget authority and
outlays for the Solar Energy and Energy Conservation Bank.

7. DOE

SYNFUEL PLANT PROGRAMS

o Administration's budget reestimated by CBO
The Administration's budget recommends reductions of nearly
$0.8 billion in budget authority and $0.3 billion in outlays for a
variety of DOE synthethic fuel demonstration plant activities, including termination of the Solvent Refined Coal 1 and 2 plants, the
medium-BTU gasification plant in Memphis, Tenn., and the high
BTU gasification plants in Illinois and Ohio.
* House committee views and estimates
The Appropriations Committee states that it "does not support
(transfer of the demonstration programs to Synthetic Fuels Corporation) .

. for the reason that the Corporation was created for

commercial production, not demonstration. Additional funds could
be required to continue selected demonstrations, particularly the
Memphis medium-BTU gasification plant, and high BTU gasification plants in Illinois and Ohio." The Science and Technology
Committee supports increases of $270 million for the SRC-1 demonstration plant and the Memphis facility.
o Recommendation
The Committee recommendation assumes restoration of $0.2 billion in budget authority and $0.1 billion in outlays for DOE synthetic fuel activities. This will provide flexibility for the authorizing and appropriating committees to decide which particular
plants or activities should be restored.
o Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
o Outyear impact of the recommendation
The Committee recommendation assumes increases in fiscal year
1983 of $0.4 billion in budget authority and $0.2 billion in outlays,
and in fiscal year 1984 of $0.4 billion in budget authority and $0.3
billion in outlays for DOE synfuel plant programs.

8. SUPPLEMENTARY PRIVATE FINANCING FOR THE STRATEGIC
PETROLEUM RESERVE (SPRO)

* Administration's budget reestimated by CBO
The Administration's budget requests $3.9 billion in budget authority and $3.9 billion in outlays as reestimated by CBO, for filling
the Strategic Petroleum Reserve at a 230,000 barrel a day rate in
fiscal year 1982.
* House committee views and estimates
The Energy and Commerce Committee Report puts special emphasis on this issue and states "Because of the critical importance
of continued and expeditious fill of the SPR, the Committee recommends that the SPR be funded on budget .

until the Congress

has decided.
whether and which alternative financing method is
appropriate."
* Recommendation
The Committee recommendation assumes the full $3.9 billion in
budget authority requested by. the Administration in order to fill
the Reserve as rapidly as possible. The Committee fully recognizes
the importance of this program to the economic and energy security of this Nation.
However, because of the long-term costliness of this program,
which some estimate may cost $50 billion more to complete, the
Committee recommendation also assumes that Congress will enact
some form of supplementary private financing for the Reserve to
help reduce, in part, the direct cost to the government of filling the
Reserve. The Committee recommendation further assumes that
such supplementary private financing will raise an estimated $1.5
billion in offsetting receipts for the SPRO account.
More specifically, the Committee recommendation assumes that
the section 302(a) allocations to committees of the House will
assign to the Appropriations Committee $3.9 billion in budget authority and outlays for the SPRO, and that the Energy and Commerce Committee will be assigned the responsibility for passing a
supplementary financing bill that would be capable of raising $1.5
billion in fiscal year 1982. In this way, the SPRO will receive its
full funding, and its progress will not be dependent on the implementation of the supplementary financing approach. If such an
approach turns out to be not feasible, the Committee will have to
address this issue in a subsequent budget resolution.
There are many ways that have been put forward as techniques
for raising private financing for the Reserve. The Committee recommendation does not favor any particular plan over another, or
any variations from those plans, except to the extent that such a
plan should provide funding which is supplementary to direct federal appropriations for the Reserve. The Committee did consider an
approach to supplementary private financing, involving the sale of
futures contracts for oil with a variety of fixed maturity dates,
which led it to the belief that some form of private financing
option may be feasible.

* Action required to implement recommendation
Funding for the Reserve can be provided through the Appropriations process. Implementation of the supplementary financing recommendation would require legislative action by the Committee on
Energy and Commerce.
* Outyear impact of the recommendation
The Committee recommendation assumes that it should be possible to raise $2.0 billion in fiscal year 1983, and $2.5 billion in fiscal
year 1984, through supplementary private financing of the Reserve.
These amounts would represent less than 40 percent of the annual
cost of filling the Reserve.
9. GASEOUS CENTRIFUGE URANIUM ENRICHMENT PLANT

6 Administration's budget reestimated by CBO
The Administration's budget recommends $669 million in budget
authority and approximately $140 million in outlays from that
authority to continue the construction of the GCEP in Portsmouth,
Ohio.
* House committee views and estimates
House Committees did not comment directly on this issue. The
Energy and Commerce Committee did not alter the Administration's request for these programs. Neither did the Science and
Technology or Interior and Insular Affairs Committees comment
directly on this program. The Science Committee did recommend,
however, a small increase of $8 million to fund additional Advanced Isotope Separation Technology activities.
o Recommendation
The Committee recommendation assumes that the GCEP program will be delayed one more year as it was delayed in the fiscal
year 1981 funding cycle. The rationale for this delay is that future
demand for enrichment services is now expected to be substantially
lower than previously forecasted. In fact, because demand has been
so low, the present gaseous diffusion enrichment plants are being
operated at less than 40 percent of their capacity, and there is
concern that operating them at this extraordinarily low level may
impair the functioning of these facilities.
A recent GAO report supports this conclusion. The Report,
"Evaluation of Selected Features of U.S. Nuclear Non-Proliferation
Law and Policy," GAO Report EMD81-9, dated November 18, 1980,
states that "the 1978 Nuclear nonproliferation law requires the
U.S. to ensure the availability of U.S. enrichment services to meet
foreign demand, but it is not apparent that a new enrichment
plant authorized in 1975 (GCEP) is needed to meet this demand."
The Report goes further and states: "GAO believes that DOE has
not fully and objectively considered available options that would
allow it to meet demand and delay the current construction program until more is known about advanced enrichment technologies
under development." GAO recommends that-

"the Security of Energy should, in future budget requests for
the construction of uncommitted increments of enrichment capacity, specifically demonstrate that the:
-need for the new capacity is based on realistic demand forecasts that cannot be met by DOE's recently upgraded existing facilities,
-the new capacity is economically justified and (DOE's) economic justification fully and objectively considered options
involving the use of advanced enrichment technologies for
the new capacity."
As discussed above, there seems to be considerable doubt that
GCEP's enrichment capacity is needed to meet future demand
growth. However, there is also an argument that the capacity may
be an economically attractive investment, that is, that the savings
in lower electricity costs made possible through using GCEP-a
machine that uses only 5 percent of the electricity consumed by the
gaseous diffusion plants-will justify the $6 to $8 billion investment in building GCEP.
The Committee recognizes that GCEP may in fact be a worthwhile economic proposition. Accordingly, the Committee recommends that the Administration and the Congress examine the
potential for obtaining private financing for construction of this
facility as soon as practicable, for consideration during the fiscal
year 1983 funding cycle. If GCEP is indeed a commercially feasible
venture, it should be possible to design an institutional framework,
under public or private ownership, that would allow it to attract
private financing of its own, rather than be carried by the federal
budget. This program is expected to require $700 to $800 million a
year for the next few years, and it is important that every effort be
made to reduce the demands on the federal budget, especially for
activities that may be capable of being self-supporting.
The GAO Report mentioned above concludes: "The DOE believes
that construction of the first increment of new enrichment capacity
should proceed as planned based on consideration of both demand
and cost savings. GAO is not convinced by DOE's justification and
believes more information is needed before the Congress appropriates additional funds."
The GAO then goes on to state that they believe that there may
be a more attractive alternative to GCEP, namely, the Advanced
Isotope Separation (AIS) technology, and that delay of GCEP,
which is presently not urgently needed according to GAO, would
allow more time to more fully evaluate the potential of using the
AIS technology instead.
* Action required to implement recommendation
The Committee recommendation can be implemented through
the Appropriations process.
* Outyear impact of the recommendation
The Committee recommendation assumes that fiscal year 1983
outlays would be reduced by $150 million and fiscal year 1984
outlays by $100 million from the levels proposed in the Administration's budget as reestimated.

10.

FAIR VALUE PRICING OF URANIUM ENRICHMENT SERVICES

* Administration's budget reestimated
The Administration's budget proposes to increase uranium enrichment prices by 8 percent on average under the "full cost recovery" standard in present law.
* House committee views and estimates
House committees did not comment on this issue.
* Recommendation
The recommendation assumes that Congress will enact legislation requiring that DOE charge "fair value" prices for the uranium
enrichment services it provides. This proposal was originally put
forth by President Ford, and was later supported by President
Carter. In fact, the proposal was enacted by Congress in the fiscal
year 1978 Energy Research and Development Administration Authorization Act; however, this Act was subsequently vetoed by the
Administration over a different issue.
"Fair value pricing" would require that the government charge
for enrichment services what an ordinary private enterprise would
have to charge if it were delivering these services. For example,
under this proposal the government would have to charge a rate of
return on its investment comparable to that of a private enterprise,
and would have to make allowances for federal, state and local
taxes, as well, among other adjustments. The present basis for
pricing enrichment services is the so-called "full cost recovery"
basis which only recovers direct-out-of-pocket government costs.
Adoption of "fair value pricing" would eliminate this subsidy to
purchasers of enrichment services. DOE estimates that this would
lead to a price increase of about $35 a SWU, from the $130 planned
in the Reagan budget to $165 a SWU (the unit of work output from
an enrichment plant).
The Administration, however, takes the position that this price
increase might price the United States out of the world market.
The Committee does not share this position. In fact, the Committee
recommendation assumes that "fair value pricing" would be enacted with provision for a "market response clause" that would
allow DOE to charge less than fair value price levels if necessary to
maintain market share. Congress also may wish to provide a role
for Congressional review of such instances where DOE may have to
charge less than fair value levels.
The important point is that "fair value pricing", with a "market
response clause", would establish firmly the presumption that fair
value prices must be charged, unless there are mitigating circumstances. The problem under present law is that it is impossible for
DOE, under any circumstances, to charge the higher price levels
which are fully justified under most circumstances.
The GAO has issued several reports over the past 3 years strongly recommending the enactment of fair value pricing. In a report to
Congress dated April 20, 1978 GAO stated: "GAO weighed the
advantages and disadvantages of changing the basis by which uranium enrichment charges are set, and recommends that the basic
concept
. be endorsed."

In a June 9, 1980 letter to the Chairman of the House Appropriations Committee, Subcommittee on Energy and Water Development, GAO goes further and states: "In our opinion, the current
pricing policy constitutes a subsidy for commercial nuclear power
and should be eliminated."
In that letter GAO also estimates that about $1.3 billion would
be collected in additional revenues over a 5 year period, and of that
about $500 million would come from foreign sources.
*Action required to implement recommendation
Implementation of the Committee recommendation would re-

quire legislative action by the Energy and Commerce, Interior and
Insular Affairs, and Science and Technology Committees, which
share the legislative jurisdiction over this issue.

* Outyear impact of the recommendation

If implemented, the Committee recommendation assumes that
"fair value pricing" would increase offsetting receipts by $200 million in fiscal year 1983 and by $300 million in fiscal year 1984.
11. NUCLEAR FISSION PROGRAMS
*Administration's budget reestimated by CBO

The Administration's budget recommends increases to the January budget of $0.35 billion in budget authority for a variety of
nuclear fission activities including funding for the Clinch River
Breeder Reactor Project, for conventional reactor systems, and for
commercial nuclear waste activities.
* House committees views and estimates

The Science and Technology Committee recommended essentially
the Administration's request, changing some programs around
within the totals. The Energy and Commerce Committee, however,
recommended major reductions in nuclear fission programs totaling nearly $0.6 billion. The Energy and Commerce Committee recommended adhering to the Administration's Budget request in overall terms by proposing a 40 percent across-the-board reduction from
fiscal year 1981 appropriated levels. Since the Administration's
Budget proposes an increase for nuclear fission programs, the cut
proposed by the Committee relative to the Administration's budget
is even greater than 40 percent, perhaps closer to 50 percent.
* Recommendation

The Committee recommendation asssumes that Congress will
reduce the overall level of nuclear fission program activities requested by the Administration by $100 million in budget authority
and $50 million in outlays, consistent with the fiscal restraint
adopted throughout the budget.
*Action required to implement recommendation

The Committee recommendation can be implemented through
the appropriations process.

* Outyear impact of the recommendation
The Committee recommendation assumes savings of $100 million
in budget authority and outlays for fiscal year 1983 and fiscal year
1984.

12.

IMPROVED ADMINISTRATIVE PRACTICES

* Recommendation
The Committee recommendation assumes that a net of $1.5 billion in increased governmental receipts will be obtained from the
settlement of unresolved alleged violations of oil pricing regulations. The recommendation provides a $60 million increase in funds
for oil compliance programs that will give the DOE an opportunity
to collect these moneys through vigorous enforcement of the oil
price control laws which were in effect during the period of the
alleged violations. The Committee recommendation is based on a
GAO study of what might be collected from this source, and of
what it would require to acomplish this in a satisfactory manner.
For more details, see Appendix F.
e Action required to implement recommendation
The Committee recommendation for additional funding for compliance activities can be accomplished through the Appropriations
process. The recovery of funds through out-of-court settlements on
litigation can be accomplished by the Administration.
* Outyear impact of the recommendation
The Committee recommendation assumes that a net of $600 million in receipts could be collected in fiscal year 1983 and $400
million in fiscal year 1984.

13.

OTHER POLICY RECOMMENDATIONS

* Recommendation
Regarding Rural Electrification Administration (REA) programs,
the Committee recommendation assumes the same total amount of
credit for REA programs as the Administration's budget request$5.945 billion in loans and loan guarantees. Also, the recommendation assumes the Administration's proposal to raise 2 percent interest rate loans to 5 percent.
However, the Committee recommendation assumes that REA
guarantee programs will continue to have access to the Federal
Financing Bank (FFB) in fiscal year 1982.
The Committee believes that sudden termination of REA access
to the Federal Financing Bank may make it very difficult, if not
virtually impossible, for REA co-ops to raise the $5.245 billion in
guaranteed loans that the Administration's budget recommends. In
addition, suddenly cutting off access to the Federal Financing Bank
will increase credit costs to REA co-ops with no significant offsetting federal benefit.
Finally, while the recommendation subscribes to the totals recommended in the Administration's budget, it does not subscribe to
any particular allocation between telephone and electric programs.

101
This is an issue for the appropriations process, with the help of
REA electric and telephone co-ops, to resolve.
1982 CREDIT BUDGET
[In millions of dollars]
New direct loan obligations

Carte;

budget

Energy supply, R & D
..
Geothermal resources development fund..Bonneville Power Administration fund .........
Rural Electrification and Telephone revolving fund
.
Synthetic Fuels Corporation
Biomass energy development
Tennessee Valley Authority .

On-budget .......
Off-budget . . . . ......
Federal Financing Bank, FFB I.........

..

Loan guarantees

Primary .
Secondary
..
Guarantees of FFB loans

HBC

tion budget

recommendation

0

5,145

702

716

11,880

9,102

10,066

80
1,196

Direct loans

Admimnstra-

New loan guarantee commitments
HBC
AdministraCarter
daton
ton budget
budget

2,000
35
11,747

11,847

96
1,100
10,254
1,626

.....
.

10,254

'This memorandum entry indicates the amount of off-budget new direct loan obligations by the FFB that would be attributed to this function if
all FFB activity was distributed by Iunction The total for new direct loan obligations by the FFB has been recorded in Function 800
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FUNCTION 300: NATURAL RESOURCES AND
ENVIRONMENT
The Committee recommends $8.05 billion in budget authority
and $12.35 billion in outlays for this function. These totals represent decreases of $0.20 billion in budget authority and $0.35 billion
in outlays from the Administration's budget reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
(inbillions of dollars]

Administration's budget request, Mar. 10, 1981 ......

Fiscal year 1982 budget

Fiscal year 1983 plan

Fiscal year 1984 plan

Budget
authonty

Budget
authoity

Bug

7.85

11.95

1055

1 Reestimates (by CBO)
Changes due to economic assumptions ............
...........
Other reestimates .................
+0.40
+0.75
Administration's budget reestimated ................

8.25

12.70

Major policy recommendation:

2. 1982 impact of 1981 policy choices.

8. Improved administrative practices ..............
Total difference ...................
Committee recommendation .......................................

11.25

......

3. Administration's reductions fully assumed in
the recommendation ................. ......................
4. Water resources ................. .............. . ... - 0.15

5. Recreational resources ......
.... .............
6. EPA sewage treatment construction ..........
7 Deep-draft user fees ..................

+0.70

+ 0.15
+010

-0.25

. -0.05
-0.20
8.05

(1) ...

-025

.... .....
..
1)

-0.05
-035
12.35

+110
1210

10.30

(1)
11.25

......
. ......

Outlayt

975

.....................
+0.90
+ 1.65
11.20

+0.05 .........

- 0.15 ... ...........

+ 0.10

1100

tl

11.40

+0.10

.......

(1) .... ......

.............

(1)

())

((1)

(')
(1)

(1)

(1)

+0.05
12 15

(1)

0.10

1120

11.50

Less than $25,000,000.

Explanation of Committee Recommendations
1. REESTIMATES
The recommendation includes the following CBO reestimate,
which are explained in the text following the table.
* Changes due to economic assumptions
None.

*

Other reestimates
[In millions of dollars, fiscal year 1982)
Admminstration's budget

Administration's budget
reestimated

Budget
authority

t
Budg
au tBd
auhortutay

Mineral leases and royalties and other proprietary
-1,560
receipts .........................
Timber sales .... .......................... -1,623
EPA sewage treatment construction grants ......................................
Other numerous miscellaneous........ ..................... 11,041
7,858
Total ....................................

Differences
Administration's budget
reeslimated plus or minus
ongial budget submission
Budget

authority

-1,560
-1,384
-1,623
-1,394
3,840 .................
11,054
11,284
11,940
8,278

+176
-1,384
-1,394
+231
4,089 ..........
+ 13
11,384
12,695
+420

Ouly

+176
+231
+ 249
+ 100
+756

The Administration's fiscal year 1982 budget request anticipates
an increase in mineral receipts of about 40 percent over the 1981
estimate. About half of this increase is expected to result from
increases in mineral prices in fiscal year 1982. The Congressional
Budget Office assumes a lower estimate of these receipts based on
different mineral price and production assumptions.
The Administration's budget anticipates approximately a 40 percent increase in timber receipts over the 1981 level, while CBO
projects a rise of only about 20 percent. The apparent reason for
the Administration's large increase in 1982 timber receipts is its
forecast increase in new housing starts in fiscal year 1982. CBO
anticipates that such a rise in new housing starts would cause less
of an increase in federal timber receipts, based on the historical
relationship between new housing starts and federal timber receipts.
The CBO outlay estimate for construction of sewage treatment
plants is $249 million higher than the Adminstration's in fiscal
year 1982 resulting from different assumptions regarding the
spending rate for the program, and the timing and magnitude of
the impact of the $1.7 billion rescission requested in fiscal year
1981.
2. 1982 IMPACT OF 1981 PoLicy CHOICES
*Administration's budget reestimated by CBO

The Administration's budget requested 18 supplementals for
fiscal year 1981 totaling $426 million in budget authority and $288
million in outlays. This amount is offset by the President's 14
requested rescissions for fiscal year 1981 totaling $2.1 billion in
budget authority and $131 million in outlays.
Supplementals.-There are three major categories of supplemental appropriations requested by the Administration. The first is $64
million in budget authority for the Corps of Engineers for additional work related to the volcanic activity at Mount Saint Helens, the
effects of Hurricane Allen on the Texas coast, and the low water in
the Mississippi River. The second is $235 million budget authority
for conservation and land management programs which is primarily related to the annual forest firefighting supplemental and ini-

tial funding of the Alaska National Interest Lands Conservation
Act. The third major request is $77 million in budget authority for
initial funding of the newly enacted EPA Hazardous Waste Response Fund.
Rescissions.-The largest rescission request is $1.7 billion in
budget authority for the EPA sewage treatment construction grant
program. Other major rescission requests include the Land and
Water Conservation Fund (-$250 million in budget authority), the
Youth Conservation Corps (-$38 million in budget authority) and
the Urban Parks grants program (-$35 million in budget authority).
* Second budget resolution for fiscal year 1981
The Second Budget Resolution assumed supplemental funding for
the following:
[In millions of dollars
Budget
authority

(a) Forest firefighting
............... .....
............ ..... ....
(b)"Superfund" legislation ..........
............. ........... ....

.100
.....

213

outlays

100
27

* Recommendation
Supplementals: The Committee recommendation assumes the
supplemental appropriations requested by the Administration will
be provided.
Rescissions: The Committee recommendation assumes that a rescission of $1.3 billion instead of the Administration's proposal of
$1.7 billion will be approved for the EPA construction grants program.
The restoration of $400 million for this program is the Committee's estimate of funding needed by the states and localities in
fiscal year 1981 to comply with court mandates or consent decrees
where construction or improvement of publicly owned treatment
works is required. Schedules for these improvements or construction have been imposed through either administrative or judicial
action. In many instances, these administrative or judicial actions
have been applied based upon the level of federal funding anticipated at the time such schedule was imposed. Consequently, rescissions may create severe compliance problems for affected communities. The Committee is concerned that a careful analysis of the
impact of these judicial decisions be made in the rescission process.
The Committee assumes that of the remaining $399 million in
rescissions requested by the Administration, about two-thirds of the
total amount will be rescinded. The Committee makes no specific
assumptions on which programs should have funds rescinded either
in part or in whole.
* Outyear impact of recommendation
The only change to the Administration's budget request for supplementals and rescissions which affects the outyears is the Committee's restoration of $400 million to the $1.7 billion rescission

requested by the Administration for the EPA construction grants
program. The Committee recommendation would result in the following changes to the President's budget request:
[In billions of dollars]
Outlays

EPA construction grants

.

Fiscal year

Fiscal year

Fiscal year

1982

1983

1984

+005

+0 10

()

Less than $25,000,000

3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED

IN THE

RECOMMENDATION

*Administration's budget reestimated by CBO
The Administration's budget request for conservation and land
management programs is $2,127 million in budget authority and
$2,271 million in outlays which is $344 million in budget authority
and $284 million in outlays below the January level. The Administration's request for the National Oceanic and Atmospheric Administration, the Geological Survey and the Bureau of Mines is $1,532
Million in budget authority and $1,544 million in outlays which is
$251 million in budget authority and $213 million in outlays below
the January budget level.
* House committees' views and estimates
For land management programs, the Geological Survey and the
Bureau of Mines, the Interior and Insular Affairs Committee recommends essentially the same level of funding requested by the
Administration. The Agriculture Committee recommended an increase of about $70 million in budget authority for agricultural
conservation programs including a $40 million increase for the
Agricultural Conservation Program. That Committee also recommended an additional $127 million in budget authority for the
Forest Service including $100 million for forest firefighting. The
$100 million for forest firefighting would cover anticipated supplemental needs usually requested as a supplemental appropriation in
the spring. For NOAA programs the Science and Technology Committee recommended total budget authority of $628 million which
is about $130 million above the Administration's request and would
primarily provide for NOAA's operation of the Landsat satellite
system.
* Recommendation
The Committee recommendation assumes the Administration's
requested funding levels for conservation and land management
programs, NOAA, the Geological Survey and the Bureau of Mines.
The Committee does not make specific recommendations for funding levels of particular programs within these areas.

* Action required to implement recommendation
The Committee's recommendation can be achieved through the
appropriations process.
* Outyear impact of the recommendation
There is no change to the Administration's outyear budget as
reestimated resulting from the Committee's recommendation.
4.

WATER RESOURCES

*Administration's budget reestimated by CBO
The Administration has proposed $4.2 billion in budget authority
and outlays for water resources activities. This amount is nearly
$400 million in budget authority below the January budget request.
The Administration's proposal assumes deferral of construction for
about 75 projects and elimination of 3 projects. The Administration
also proposes elimination of the Water Resources Council and the
Office of Water Research and Technology.
* House committees' views and estimates
The legislative committees with jurisdiction over water resources
activities and the Appropriations Committee did not recommend a
specific level of funding for this area.
o Recommendation
The Committee recommends $4.0 billion in budget authority and
$4.1 billion in outlays for water resources activities. This is $150
million in budget authority and outlays below the Administration's
budget request and $525 million in budget authority and $405
million in outlays below the January budget. The Committee's
additional $150 million reduction is for the deferral in fiscal year
1982 of nonessential construction features such as recreational
facilities and related structures such as roads or bridges, fencing,
road relocations, and nonessential modifications to existing structures. The deferrals are not intended to impact on the completion
dates for hydro-power, municipal and industrial water supply,
urban flood control or navigation projects.
During a discussion of federal subsidies, the Committee expressed
concern regarding the recovery of federal costs related to the sale
of water and power by the Corps of Engineers and the Water and
Power Resources Service. The Committee urges the relevant committees to explore this area and make appropriate recommendations if necessary.
* Action required to implement recommendation
The level of funding recommended by the Committee can be
achieved through the appropriations process.
o Outyear impact of recommendation
The Committee assumes that the total outlay associated with the
$150 million reduction will occur in fiscal year 1982; thus there will
be no outlay impact in fiscal years 1983 and 1984.

5. RECREATIONAL RESOURCES

* Administration's budget reestimated by CBO
The Administration's budget assumed $45 million in budget au-

thority and $331 million in outlays for the Land and Water Conser-

vation Fund, $5 million in budget authority and $35 million in

outlays for the Historic Preservation Fund, and $105 million in
budget authority and $26 million in outlays for restoration and
improvement of the national parks. The Administration's budget
assumes no funding of the state grants under the Land and Water
Conservation Fund. The budget also proposed legislation that
would allow the use of Land and Water Conservation Fund receipts
(which come from the Outer Continental Shelf oil and gas receipts)
to be used for the proposed restoration and improvement of national parks.
* House committees' views and estimates
The Interior and Insular Affairs Committee recommended $434
million in budget authority for fiscal year 1982 for the currently
authorized state grants and federal acquisition programs under the
Land and Water Conservation Fund. That Committee also recommends $40 million for the Historic Preservation Fund and rejects
the proposed use of Land and Water Conservation Fund monies for
restoration and improvement of national parks. The Appropriations Committee did not recommend a specific funding level for
the Land and Water Conservation Fund or the Historic Preservation Fund. It did note that "there is a strong support for restoration of funding" for the Land and Water Conservation Fund and
that "strong support may develop to provide funds to reimburse
States for administration of federal responsibilities" in regard to
the Historic Preservation Fund.
0 Recommendation
The Committee recommendation assumes that a restoration to
the Administration's request of $250 million in budget authority
and $115 million in outlays will be made for the currently authorized programs under the Land and Water Conservation Fund and
the Historic Preservation Fund. The Committee's bases its recommendation on the need to preserve continuity in the state and
federal programs under the Land and Water Conservation Fund
and to provide an adequate funding level for the state grants
program under the Historic Preservation Fund. The Committee's
recommendation for these two programs would provide a $253 million reduction in budget authority from the January budget request in keeping with the need for fiscal restraint. The Committee
also assumes that the $105 million in budget authority requested
by the Administration above the January level for national park
restoration and improvement will not be provided and that legislation allowing the use of Land and Water Conservation Fund receipts for this purpose will not be enacted.
* Action required to implement recommendation
The funding levels assumed by the Committee for recreational
resources and specifically the Land and Water Conservation Fund

77-239 0 - 81 - 8

and the Historic Preservation Fund can be achieved through the
appropriations process.
* Outyear impact of recommendation
The Committee recommendation would result in less than $50
million in additional outlays to the Administration's budget request for fiscal year 1983. There would be no impact in fiscal year
1984.

6. EPA

SEWAGE TREATMENT CONSTRUCTION

* Administration's budget reestimated by CBO
The Administration's budget proposed no new budget authority
and $4,089 million in outlays for EPA Sewage Treatment Construction Grants in fiscal year 1982. Compared to the January budget,
budget authority is reduced by $3.7 billion although the Administration's budget suggests that $2.4 billion will be requested in the
form of a budget amendment if certain legislative reforms in this
program are enacted. The Administration's proposed outlay level
also assumes a fiscal year rescission of $1.7 billion of budget authority enacted in prior years.
* House committee views and estimates
The House Public Works and Transportation Committee suggested that a rescission of $1.7 billion in fiscal year 1981 would cause
disruption in ongoing projects and in state and local planning
efforts. That Committee also believes that the disruption "caused
by zero funding for fiscal year 1982 is an even more serious
matter." The Committee recommends a fiscal year 1982 level of
$2.4 billion be assumed in the Resolution and that the absolute
minimum level assumed should be $100 million. The House Appropriations Committee states that the Committee may consider deferring rather than rescinding a part of the 1981 funds. With respect
to fiscal year 1982, the Committee observes that the Administration may request funding of $2.4 billion if proposed programs reforms are enacted but also states that it appears unlikely that
these reforms will be enacted during the first session of the 97th
Congress.
• Recommendation
The Committee recommendation assumes that $100 million in
new budget authority will be provided in fiscal year 1982 for the
EPA Construction Grant program. This amount is consistent with
the views and estimates of the House Public Works and Transportation Committee as representing the minimum level required to
maintain continuity in state management and planning activities
while legislative reform of the program is being acted upon by the
Administration and the Congress. If the reform legislation is enacted and the Administration requests additional funding for this
program, the Committee will consider the request in the context of
subsequent budget resolutions.

* Action required to implement recommendation
The Committee recommendation can be implemented through
the appropriations process.
* Outyear impact of recommendation
The Committee recommendation would have minimal impact on
the reestimated budget for fiscal years 1983 and 1984; less than $25
million in each year.
7. DEEP-DRAFT USER FEES

* Administration's budget reestimated by CBO
The Administration has proposed legislation which would initiate
user fees for recovery of costs for operations, maintenance and new
construction for seaports and their navigation channels. The Administration's budget assumes enactment of these user fees starting in fiscal year 1983 resulting in $225 million in offsetting receipts. These user fees are expected to recover 100 percent of the
federal costs for harbor and channel dredging performed by the
Corps of Engineers exclusive of dredging performed for the Navy.
* House committees' views and estimates
In its March 15 report, the Committee on Public Works and
Transportation expressed the general principle that all modes of
transportation should fully support themselves through a user fee
system. The report stated that "the Committee feels there may be
merit in the principle of internalizing the costs of constructing,
operating and maintaining the various systems of transportation in
the Nation, as long as all modes of transportation are treated
equitably in order to insure fair competition in national and international markets." The Appropriations Committee made no comment on the Administration's proposed deep-draft user fee proposal.
* Recommendation
The Committee recommendation assumes enactment of deepdraft user fees for fiscal year 1982 resulting in $225 million in
offsetting receipts to this function. This is the same level of receipts proposed by the Administration starting in fiscal year 1983.
Currently, there is no recovery of the costs for the work performed
by the Corps of Engineers for deep-draft dredging. The fiscal year
1982 estimated cost for this activity is $590 million. The $225
million user fee would result in recovery of about 30 percent of the
total cost. This is a relatively small recovery of cost compared to
the user fee recovery for some other modes of transportation such
as aviation. For example, in fiscal year 1982 the cost of commercial
aviation facilities is estimated to be about $900 million while taxes
would recover over 100 percent of this cost.
* Action required to implement recommendation
Enactment of new legislation by Congress is required to achieve
the Committee recommendation. The Public Works and Transportation Committee has jurisdiction for the Corps of Engineers and
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has referred to it the Administration's proposal for deep-draft user
fees.
0 Outyear impact of recommendation

The recommendation assumes that the Administration's proposed level of offsetting receipts for fiscal years 1983, 1984 and 1985
will occur in fiscal years 1982, 1983, and 1984 respectively. This
would result in the following offsets to budget authority and outlays:
[In millions of dollars]
Fiscal year
1982
Budget authority ........ ..........................................
Outlays ........................... ...........

.........

-225
- 225

Outlays
Fiscal year
1983
-240
- 240

Fiscal year
1984
-250
- 250

8. IMPROVED ADMINISTRATIVE PRACTICES

* Recommendation
The Committee recommendation assumes savings of $30 million
from reductions in delinquent accounts and reductions in paperwork. The recommendation is based on recent General Accounting
Office (GAO) findings on possible government-wide savings through
improved administrative practices. For more detail see appendix F.
* Action required to implement recommendation
The savings assumed in the Committee recommendation can be
achieved through improved administrative practices by the Execu-

tive branch agencies, thus legislative action is not assumed.
* Outyear impact of recommendation

The outyear impact of the Committee's recommendation results
in negligible outyear savings; less than $25 million in fiscal years
1983 and 1984.
1982 CREDIT BUDGET
[in millions of dollars]
New direct loan obligations
Carter
AdministraHBC
ton budget retommendtion
budget

Program

New loan guarantee commitments
Carter
AdministraHBC
tion budget recommnbudget
dtion

Water and power resources loan program ..............

34

24

24 ......................

..........

34

24

24 .. ......................

Total ...

.

............

. .........

Direct loans........................
.
....
..
24 .....
....................
. ........ 34
24
.....
On-budget ................ . ................
..........
.......................... ....
.
....
................. ..... .......
Off-budget ......
..........................................
Federal Financing Bank, FFB I .......

....... .. ................................ .. ......................... ........
Loan guarantees
. .......................
.....
...........
.....
.................
..
. .........
Prim ary .........
Secondary .. ......... .. ..................................... . .... ............... .............. .... ................. ....... ...
Guarantees of FFB loans ... .........

....

. .................

....

This memorandum entry indicates the amount of off-budget new direct loan obligations by the FFB that would be attributed to this function if
all FFB actinvty was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800
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FUNCTION 350: AGRICULTURE

The Committee recommends $5.45 billion in budget authority
and $5.1 billion in outlays for this function. These totals represent
decreases of $0.05 billion in budget authority and $0.05 billion in
outlays from the Administration's budget reestimated.
SUMMARY OF BUDGET COMMIlTEE RECOMMENDATION
[In billions of dollars]
Fiscal year 1982 budget
Outlays

Administration's budget request, Mar 10, 1981
1 Reestimates (by C8O)
Changes due to economic assumptions
Other reestimates
Administration's budget reestimated

-005
5 50

Major policy recommendation
2 1982 impact of 1981 policy choices
3 Administration's reductions fully assumed in
the recommendation.
4 Eliminate emergency feed program.

+007
5 15

Fiscal year 1983 plan
Budget
authority

+009
6 65

Outlays

Fiscal year 1984 plan

Budget
authority

+125
5 15

+150
6 10

+110
510

-005

-010
-0.05

NA

-

5 Eliminate target prices of agricultural commodities

.

6 Improved administrative practices ...........
7 Other policy recommendations .

-0.05

-005

-005

....

Total difference

-005

-010

Committee recommendation
,Less than $25,000,000

Explanation of Committee Recommendations
1.

REESTIMATES

* Changes due to economic assumptions
None.
* Other reestimates
[In millions of dollars, fiscal year 19821
Administratirn's budget

Commodity Credit Corporation .............
Research and services
....
Agricultural Credit Insurance Fund
Other

.
..

Administration's budget
reestimated

Differences
Adminstraion's budget
reestimated plus or minus
original budget submission

2,296
1,643
803
795
5,537

4,432

5,493

5,165

-44

+733

The major reason for the CBO estimates of the Commodity
Credit Corporation (CCC) outlays being'$928 million above the U.S.
Department of Agriculture (USDA) estimate is that CBO estimates
reflect more recent market conditions. The CBO estimates were
prepared in late March while the USDA estimates were prepared
in late 1980.
The major differences in the CCC estimates occur in the wheat,
feed grains, and dairy programs. USDA recently announced farmers plan to plant 1 million more acres of wheat than what USDA
expected. Also, USDA announced earlier this year that the 1980
corn production was 175 million bushels bigger than what they had
anticipated. Both of these changes are expected to result in greater
loan outlays in fiscal year 1982. In the dairy program, USDA
estimated net outlays to be $622 million while CBO estimated net
outlays to be $1,365 million. Demand has not been increasing as
much while production has been increasing faster than what
USDA previously expected. These two factors are requiring the
CCC to purchase a much greater quantity of milk products than
what the USDA had anticipated would be needed to support the
price of milk as mandated by law.
The differences in the research and services are due to differences in assumptions concerning spendout rates. CBO estimates are
based on historical spendout rates.
The differences in the Agricultural Credit Insurance Fund
(ACIF) are due to differing assumptions concerning loan asset
transactions between the Farmers Home Administration and the
off-budget accounts of the Federal Financing Bank. Based on historical data, CBO assumes a longer lag time than USDA does
regarding the purchases and sales of loan assets between the Farmers Home Administration and the Federal Financing Bank. As a
result of accepting the Administration's recommended lower lending activity by the Farmers Home Administration, CBO estimates
lower net outlays will occur in the ACIF in fiscal year 1982 than
the Administration estimates.
2. 1982 IMPACT OF 1981 POLICY CHOICES
* Administration's budget restimated by CBO
The rescissions are estimated to result in a reduction in budget
authority and outlays of $1.5 million for the Beekeeper Indemnity
program and a reduction in outlays of $20 million for the Farmers
Home Administration's agricultural loan programs. This outlay
reduction in the Farmers Home Administration is associated with
a reduction of $89 million in new loan authority. Neither rescissions are expected to impact on fiscal year 1982.
The Beekeeper Indemnity program provides payments to beekeepers who suffer losses of honey bees as a result of the use of
insecticides near or adjacent to property on which the beehives of
such beekeepers are located. The Farmers Home Administration's
farm loans are supposed to be a source of finance when a farmer is
unable to obtain credit elsewhere. Farming is an expensive high
risk venture which, as a result, many times precludes a farmer
from obtaining credit from other private and government sources.

The recommendation also accepts the Administration's supplemental request for an increase in budget authority of $150 million
in fiscal year 1981 for the Federal Crop Insurance Corporation.
This request provides for the establishment of capital stock for the
Corporation to enable it to fulfill its obligations as prescribed by
law. This supplemental is not expected to impact on fiscal year
1982.
* House committee views and estimates
The House Agriculture and Appropriations Committees did not
address these fiscal year 1981 rescissions and supplemental issues.
* Recommendation
The Committee recommendation assumes the Administration's
recommended rescissions for the Beekeeper Indemnity program,
the Farmers Home Administration's farm loans, and the President's recommended supplemental for the Federal Crop Insurance
Corporation.
The Beekeeper Indemnity program is difficult to administer in a
way that is fair to both the intended beneficiaries and to taxpayers
because hard data on specific bee kills in the field is extremely
difficult to develop, and scientific accuracy in determining the
exact cause of bee deaths through a testing protocol is generally
difficult and expensive.
A criterion for obtaining credit from the Farmers Home Administration is that a farmer is unable to obtain credit elsewhere. This
criterion has not been strictly adhered to. A stricter adherence to
this criterion should allow for the recommended reduction in new
loan authority of $89 million.
* Action required to implement recommendation
Action is required through the appropriations process to achieve
the assumed rescissions and supplemental.
* Outyear impact of the recommendation
The recommendation assumes there will be no outyear impact
from the rescissions and supplemental.
3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATIONS

* Administration's budget reestimated by CBO
The Administration's budget assumes the implementation of user
fees for the grain inspection services of the Federal Grain Inspection Service and for cotton, tobacco, and warehouse grading and
inspection. These user fees are expected to reduce budget authority
and outlays in fiscal year 1982 by $48 million.
The Administration's budget also assumes reductions in the Commodity Credit Corporation's (CCC) budget by charging farmers interest on the first year of their farmer-owned grain reserve loans,
increasing the interest rate on all CCC commodity loans to a level
to cover the CCC cost of borrowing the money from the Treasury,
and phasing out the grain facility loan program. CBO estimates

these program changes in the CCC will reduce outlays by $481
million in fiscal year 1982.
* House committees' views and estimates
The House Appropriations Committee did not address these
issues. The House Agriculture Committee assumed no changes in
the CCC programs nor did the Committee assume the implementation of user fees. The House Agriculture Committee did not address
the issue of eliminating the interest subsidies on the Farmers
Home Administration's farm loans.
* Recommendation
The Committee recommendation fully assumes the above reductions assumed in the Administration's budget. The Committee believes that efforts should be made to reduce Federal subsidies, not
only in agricultural loan programs, but in loan programs throughout the Federal budget. The Committee recommendation also assumes the phase-out of the grain facility loan program since there
is currently more than adequate storage capacity for current and
future crop years.
The Committee recommendation assumes that where the Federal
government provides a service in the marketing of a product, such
as inspection and grading, then the user of those products should
be willing to cover the cost of the Federal government services
rendered.
* Action required to implement recommendation
Enactment of legislation providing for the elimination of the
interest waiver on the first year of farmer-owned grain reserve
loans; implementation of user fees for grain, cotton, tobacco, and
warehouse inspections; and for elimination of interest subsidies on
farm ownership and emergency disaster loans is required to
achieve the assumed budget reductions associated with these program changes. Administrative action can achieve the assumed
budget reductions associated with eliminating interest subsidies on
farm operating loans and with the raising of interest rates on all
farm commodity loans to cover the CCC cost of borrowing the
money from the Treasury.
* Outyear impact of the recommendation
The estimated outyear budget impact from the Administration's
reductions fully assumed in the recommendation results in reductions of $218 million in budget authority and $434 million in outlays in fiscal year 1983 and $430 million in budget authority and
$586 million in outlays in fiscal year 1984.
4. ELIMINATE EMERGENCY FEED PROGRAM

* Administration'sbudget reestimated by CBO
The emergency feed program subsidizes livestock producers up to
50 percent of the cost of purchasing feed to replace the feed which
is normally produced on the farm but which was not produced
because of' a disaster. This program was established as part of the
Food and Agriculture Act of 1977 to assist livestock producers to

prevent undue reductions in the livestock breeding herd in times of
drought. The legislation authorizing the emergency feed program
expires with the end of the 1981 crops.
CBO estimates the cost of the program to increase to a record
level of $275 million in fiscal year 1981 due to the drought last
year. CBO estimates the cost in fiscal year 1982 to be $60 million.
The Secretary of Agriculture appearing before the House Agriculture Committee on March 31, 1981, recommended eliminating the
emergency feed program.
* House committees' views and estimates
The House Agriculture and Appropriations Committees did not
express a view on the emergency feed program. The House Agriculture Committee did recommend a funding level for the Commodity
Credit Corporation in fiscal year 1982 which would provide for the
continuation of the emergency feed program.
* Recommendation
The Committee recommendation assumes the elimination of the
emergency feed program with the end of the 1981 grain crops;
because, benefits from this program overlap with other less costly
U.S. Department of Agriculture programs. Livestock producers are
eligible for Farmers Home Administration Disaster loans and federal crop insurance.
0 Action required to implement recommendation
The Food and Agriculture Act of 1977 which authorizes the
emergency feed program expires with the end of the 1981 crops.
Therefore, no action is required to eliminate the emergency feed
program.
* Outyear impact of the recommendation
The estimated outyear budget impact from the elimination of the
emergency feed program results in reductions of $63 million in
outlays in fiscal year 1983 and $10 million in budget authority and
$50 million in outlays in fiscal year 1984.
5. ELIMINATE TARGET PRICES OF AGRICULTURAL COMMODITIES
* Administration's budget reestimated by CBO
Target prices are authorized by the Food and Agriculture Act of
1977 through the end of the 1981 crops of wheat, feed grains,
upland cotton, and rice. Until the mid-1960's, the principal objective of Federal agricultural policy was to maintain domestic prices
for these crops above world prices in order to increase the incomes
of farmers. This was accomplished through high domestic price
supports and rigid supply controls.
Since the mid-1960's federal agricultural policy has shifted
toward equating domestic commodity price levels with world commodity price levels. To assist in the adjustment process, farmers
producing the major commodities have been given deficiency payments whenever the market price for a commodity falls below its
target price. (This assumes the support price is at or below the

market price). Deficiency payments help protect farm incomes
while not affecting market prices.
CBO estimates no budget impact in fiscal year 1982 since the
market prices for each of the major commodities are expected to be
higher than their respective established target prices.
* House committee views and estimates
The House Agriculture and Appropriations Committees did not
address the issue of eliminating target prices.
* Recommendation
The Committee recommendation assumes the elimination of
target prices for all agricultural crops and, thus deficiency payments. With the advent of the farmer-owned grain reserve which
helps to protect farmers' incomes, target prices have lost most of
their usefulness.
* Action required to implement recommendation
The Food and Agriculture Act of 1977 which authorizes the use
of target prices expires with the end of the 1981 crops. Therefore,
no action is required to eliminate target prices.
* Outyear impact of the recommendation
The estimated outyear budget impact resulting from the elimination of target prices expires with the end of the 1981 crops. Therefore, no action is required to eliminate target prices.
6. IMPROVED ADMINISTRATIVE PRACTICES
* Recommendation
The General Accounting Office (GAO) has recently estimated
that as of September 30, 1979, there was about $1.1 billion in
delinquent Farmers Home Administration loans. GAO also indicates that the Farmers Home Administration has estimated the
delinquent debt in fiscal year 1982 to be $1.9 billion. Most of these
delinquent loans are estimated to occur in agricultural lending
programs covered by the Agriculture function.
The Committee recommendation assumes that through better
enforcement and collection measures presently available to the
U.S. Department of Agriculture an additional $25 million in delinquent loans and interest could be collected in fiscal year 1982. In
response to the OMB Debt Management Project, the U.S. Department of Agriculture developed a detailed implementation plan to
correct the deficiencies identified and to improve its debt collection
program. The recommendation asumes the implementation of this
plan.
For more details See Appendix F.
* Action required to implement recommendation
Top management within the U.S. Department of Agriculture
must provide the impetus if this recommendation is to be achieved.
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* Outyear impact of the recommendation
The estimated outyear budget impact from improved debt collec-

tion results in reductions of $55 million in budget authority and
outlays in fiscal year 1983 and $40 million in budget authority and
outlays in fiscal year 1984.

7.

OTHER POLICY RECOMMENDATIONS

Recommendation
On the basis of multi-year accounting, the Committee does not
intend that any government funds shall, on a net accounting basis,
be directly used to subsidize the tobacco industry.
e

1982 CREDIT BUDGET
[In millions of dollars
New direct loan obligations
Administration budget

HBC
recommendation

4,620
5,658

4,520
3,008

4,520
4,600

10,278

7,528

9.120

10,278

7,528

9,120

2,305

1,166

1,166

2,331

2,431

2,181

2,305

1,166

1,166

Carter
budget

Program

Price support and related programs
......
Agricultural credit insurance fund ....... ....

Total
Direct loans
On-budget..
Off-budget
Federal Financing Bank, FFB
Loan guarantees
Primary
........
Secondary ...........
Guarantees of FFB Loans

New loan guarantee commitments
Amnstra
Aemimmtrtion budget

HBC
ecommen-t

2,000
2,636

2,000
1,597

2,000
1,347

4,636

3,597

3,347

Caie&
budget

' This memorandum entry indicates the amount of off-budget new direct loans obligations by the FF8 that would be attributed to this function if
all FFB activity was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800
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FUNCTION 370: COMMERCE AND HOUSING CREDIT
The Committee recommends $7.25 billion in budget authority
and $4.30 billion in outlays for this function. These totals represent
a decrease of $1.45 billion in budget authority and an increase of
$0.05 billion an outlays from the Administration's budget as reestimated by CBO.
SUMMARY OF BUDGET COMMIlTEE RECOMMENDATION
[In biions of dollars]
Fiscal year 1982 budget

Adminstration's budget request, Mar. 10, 1981 .......
1 Reestimates (by CBO)

Fiscal year

Fiscal year 1983 plan

820

.............

Changes due to economic assumptions ...................
......... ... + 0.50
Other reestimates .......
....
8.70
Administration's budget reestimated

+005
545

+115
4.25

+0.20

+045
380

6.00

Major policy recommendation
2. 1982 impact of 1981 policy choices
.........
+0.05 ...........
I Administration's reductions fully assumed in
the recommendations ......................
. ..............
+0 15 +0 15
4 Partial restoration inthe postal subsidy .........
+0.15
+0 15
+0 15
5 Partial restoration of National Consumer Coop..... ...
+010
erative Bank funding .......
6 Continuation of GNMA tandem mortgage pur-.
-1.60 ...............
chase assistance in 1983 and 1984
7. Partial restoration of FHA mortgage insurance
and GNMA mortgage-backed securities guarantee commitment levels .........
- 0.10
- 0.20 .............. - 030 . .... .....
8 Improved administrative practices
-1-45
+005
+1.15
-1.00
+100
Total difference....
Committee recommendation...

.....

7.25

4.30

6.60

700

280

+040
3.45

+0.15

-025
-010
335

Explanation of Committee Recommendations
1.

REESTIMATES

* Changes due to economic assumptions

None.
* Other reestimates
[In millions of dollars, fiscal year 1982]

GNMA mortgage purchase assistance
Federal Savings and Loan Insurance Corporation
...............
..........
All other, net

Total .....

Administration's budget

Administration's budget
reestimated

Budget
authority

authority
Budget

Outlays

2,225

668

5,954

-837
3,246

8,209

3,077

.

Oiflerencs
Administration's budget
reeshmated N /(-)
original budge submission

uta
sBudget
Olays
authority

2,724

1,334

5,958

-316
3,236

8,682

4,254

+469
....
+4

+473

Outlays

+666
+521
-10

+1,177
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The reestimate of GNMA mortgage purchase assistance program
budget authority and outlays reflects a difference in mortgage sales
estimates between CBO and the administration. The administration assumes sales of $2.7 billion. Based on an analysis of the
GNMA mortgage portfolios, CBO estimates 1982 sales of $2.0 billion. Only once, in 1976, have GNMA mortgage sales exceeded $2.1
billion. In the last three years, administrations have overestimated
mortgage sales by $1.0 billion in each year. The upward reestimate
in FSLIC costs reflects the current severe profitability situation of
savings and loan institutions. The President's budget assumed the
need for only about $200 million of aid to troubled savings and loan
institutions. Indeed, the $521 million reestimate is a conservative
one. 1980 actual assistance required was $1.2 billion, and the 1981
estimate is $1.0 billion. The 1981 need to date has been large,
indicating the $1.0 billion estimate is reasonable.
2. 1982

IMPACT OF

1981 POLICY

CHOICES

* Administration's budget as reestimated by CBO
The Administration's 1982 budget includes the following 1981
supplemental appropriation and rescission requests in Function
370:
[in billion of dollarsi
Bugt1981

18

autMays
Discretionary supplementals.
Legislative branch: 1 Copywright Royalty Tribunal-administrative expenses .....
Department of Commerce.
2. Bureau of the Census-additional costs of 1980 census ....................
3. NOAA-Fishermen's guaranty fund payments for losses due to seizures by
foreign countries ........... ..
.......
.......
4 NOAA-Additional funds for observation of foreign fishing vessels in US.
fishing zones .............................
Department of Housing and Urban Development
5 GNMA-Increase inlimit for guarantees of mortgage-backed securities ....
Mandatory supplemental,
6 Federal Home Loan Bank Board. Increase in revolving fund limitation for
administrative expenses for pay costs ........... .... ... ............
Subtotal, supplementals ............. ... .........

outlaysS

24.2 ..........

...

1.9
0.3 ......

265

25.4

.........

Rescission requests.

Department of Agriculture
7. Rural housing supervisory assistance grants reduction .....................
8 Reduction of $313 million in rural housing direct loan obligations ...............
Department of Commerce.
9. U.S Travel Service-Travel expense reduction ..........
...........
10. Scientific and technical research-Elimination of Cooperative Generic Technology Centers ...........
...................
.... ...... ......
11 National Telecommunications and Information Administration-Reduction in
public telecommunications facilities grants and administrative expenses .....
Federal Trade Commission
12 Reduction in administrative expenses ..............
National Consumer Cooperative Bank.
13. Elimination of self-help development and technical assistance program....
14. Termination of investment in the NCCB .............. ........

- 0.3 ..........

- 0.2 . ........

1981

1982

Budget

authority

Postal SerAce:__
_
15. Reduction in postal subsidy .....................
Small Business Administration:
16 Reduction in administrative expenses

Subtotal, rescissions ............

.....

...........

................................
...........

- 14

................................... -345.7

Total requested supplementals and rescissions ............. .................................

0

- 250.0

-319.2

outlays

Outlays
- 250 0 ..........
- 14

-291.4

-81.7

- 2660

- 817

Second Budget Resolution for Fiscal Year 1981

No supplemental appropriations or rescissions were assumed in
the Second Budget Resolution for 1981 in this function.
o Recommendation

The recommendation does not assume the two proposed rescissions for the National Consumer Cooperative Bank (NCCB), consistent with the Committee's recommendation to continue funding for
the NCCB in 1982. This increases 1981 outlays by $36 million and
1982 outlays by $49 million above the President's budget as reestimated. In addition, the recommendation assumes an additional
$161 million rescission of postal subsidies above the $250 million
rescission requested by the administration. This additional rescission would bring the 1981 postal subsidy level in line with the
savings intended in the Omnibus Reconciliation Act of 1981. This
additional rescission would reduce 1981 outlays by $161 million. It
would not affect 1982 outlays.
o Action required to implement recommendation

The 1981 recommendations can be implemented by appropriate
action on supplemental appropriations and rescissions.
* Outyear impact of recommendation

The Committee's recommendation to reject the NCCB rescissions
would increase 1982 outlays by $49 million and 1983 outlays by $5
million above the President's budget as reestimated.
3.

ADMINISTRATION'S REDUCTIONS FuLLY ASSUMED IN THE
RECOMMENDATION

o Administration's budget as reestimated by CBO

Three of the reductions proposed in the Administration's budget
are fully assumed in the Committee's recommendation. The Administration's March budget withdraws the payments to businesses
where investment tax credits exceed the income tax liability of
those businesses, which was proposed in the January budget. This
withdrawal reduces budget authority and outlays by $3,493 million
in 1982 from the January budget level. The March budget assumes
a reduction of $646 million in direct loan obligations and $517
million in loan guarantee commitments for rural housing programs. The March budget also assumes no funding for the Homeownership Assistance program as requested in the January budget.

These reductions would reduce budget authority by $123 million
and outlays by $86 million from the January budget levels. The
March budget also assumes a reduction of $116 million in direct
loan obligations and $1,480 million in loan guarantee commitments
for Small Business Administration (SBA) business loans. These
credit activity reductions would result in a decrease in budget
authority of $178 million and outlays of $106 million in 1982 from
the January budget level.
* House committee views and estimates

The Ways and Means Committee does not recommend the
refundable income tax credits for businesses. The Banking, Finance, and Urban Affairs Committee endorses the January budget
levels for rural housing loans except for the moderate income loan
program. The Small Business Committee endorses the March
budget levels for Small Business Administration business loans.
Without endorsing a specific level, the Appropriations Committee
indicates that it will examine SBA business loan program levels
closely.
* Recommendation

The recommendation assumes the reductions proposed in the
President's budget for rural housing loans and SBA business loans
as well as the withdrawal of the refundable tax credit for businesses.
* Action required to implement recommendation

No action is required for the recommendation concerning refundable tax credits to businesses because the proposal has been withdrawn by the administration. The proposed reductions in rural
housing loans 9nd SBA business loans may be accomplished
through appropriations action.
* Outyear impart of the recommendation

The withdrawal of the proposed refundable tax credits to businesses and the reductions in rural housing loans and SBA business
loans proposed in the March budget would reduce budget authority
by $5,102 million and outlays by $4,988 million in 1982 and budget
authority by $5,637 million and outlays by $5,750 million in 1983
below the levels of the January budget.
4.

FEDERAL PAYMENT TO THE POSTAL SERVICE

* Administration's budget as reestimated by CBO

The Administration's budget as reestimated by CBO requests
$869 mllion for 1982 postal subsidies. This is a reduction of $250
million from the January budget level of $1,119 million. The following table summarizes the January and March budget requests for
postal subsidies:

1982 POSTAL SUBSIDY
[In millions of dollars]
January
budget

.........................
Public service cost subsidy .....................
Foregone revenue subsidy .........................
........
......
Previously unfunded liabilities of the Post Office Department ......

........
. .

...................................

Total ....

March
budget

250
800
69

300
500
69

1,119

869

0 House committee views and estimates

The Post Office and Civil Service Committee opposes any reduction in the Federal payment to the Postal Service, endorsing an
estimated full authorization of $1,513 million.
* Recommendation

The recommendation assumes a postal subsidy payment of $1,019
million, this is a restoration of $150 million above the March
budget level. The additional amount is assumed to help fund the
foregone revenue subsidy, which supports reduced mail rates for
nonprofit mailers, libraries, classroom publications, and the blind
and handicapped.
o Action required to implement recommendation

Because the House Appropriations Committee regards the postal
subsidy as a de facto entitlement and has always appropriated the
full authorization, the reduction from the authorized amount to the
recommended level requires a change in the authorization.
o Outyear impact of the recommendation

The recommendation would increase budget authority and outlays by $150 million each in both 1983 and 1984 above the amounts
requested in the March budget.
5.

NATIONAL CONSUMER COOPERATIVE BANK

o Administration'sbudget as reestimated by CBO

The Administration proposes to terminate the National Consumer Cooperative Bank (NCCB) including rescission of all unobligated
funds in 1981.
* House committee views and estimates

The Banking, Finance, and Urban Affairs Committee opposes the
proposed termination of the NCCB, endorsing the January budget
level.
* Recommendation

The Committee recommendation assumes budget authority of $86
million in 1982 for NCCB programs and expenses. This is an increase of $86 million from the March budget, but it is $50 million
below the January budget request. The NCCB provides a source of
credit to nonfarm cooperatives just as the Farm Credit Administration does for farm cooperatives. The House Budget Committee be-

lieves that there should be some source of credit for nonprofit,
cooperative forms of management. Eventually the NCCB will repay
the Federal investment made in it and become an off-budget, Government-sponsored enterprise like the Bank for Cooperatives and
the Federal Intermediate Credit Bank sponsored by the Farm
Credit Administration.
* Action required to implement the recommendation

The recommendation may be implemented through the appropriations process.
* Outyear impact of the recommendation

The recommendation increases budget authority by an estimated
$75 million and outlays by an estimated $80 million in 1983 and
budget authority by an estimated $35 million and outlays by an
estimated $55 million in 1984.
6. GNMA TANDEM MORTGAGE PURCHASE ASSISTANCE
* Administration' budget as reestimated by CBO

The Administration's budget requests $3.6 billion of Government
National Mortgage Association (GNMA) commitments to purchase
mortgages. This results in 1982 budget authority of $2,724 million
and oulays of $1,334 million. The $3.6 billion of mortgage principal
to be assisted is an increase of $1.6 billion over the January budget
level. This increase is intended to clear the GNMA mortgage purchase application pipeline in anticipation of terminating the
tandem mortgage purchase program in 1983. In addition, the Administration withdrew the mortgage assistance grant program
which was proposed in the January budget as a partial substitute
for the tandem mortgage purchase mechanism.
* House committee views and estimates

The Banking, Finance, and Urban Affairs Committee opposes
elimination of GNMA tandem mortgage purchase assistance and
endorses the January level of support. In addition, that Committee
opposes the mortgage grant program proposed as a partial substitute for tandem mortgage purchases.
* Recommendation

The recommendation assumes continuation of GNMA tandem
mortgage purchases at a $2.0 billion level of mortgage principal
purchases in each fiscal year. This reduces 1982 budget authority
by $1.6 billion. This recommendation is consistent with the recommendation in Function 600 to assume a subsidized housing level of
250,000 units per year since most of the GNMA tandem assistance
supports section 8 subsidized housing mortgages. The Committee
believes that this kind of financing support is necessary to assure
the availability of mortgage credit for subsidized housing projects.
* Action required to implement recommendation

The recommendation may be accomplished through the appropriations process.
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Outyear impact of the recommendation

The recommendation would increase 1983 budget authority by an
estimated $900 million and 1984 budget authority by an estimated
$800 million above the levels of the March budget. The recommended reduction in 1982 activity results in an estimated net decline of
$950 million in 1983 outlays and $50 million in 1984 outlays below
the March budget assumptions. 1985 and 1986 outlays would increase because of the continuation of mortgage purchase commitments in 1983 and 1984.
7. FHA MORTGAGE INSURANCE AND GNMA MORTGAGE-BACKED
SECURITIES

* Administration's budget as reestimated by CBO

The Administration's budget requests an annual credit program
limit of $35.0 billion on FHA mortgage insurance commitments.
This is a decrease of $9.0 billion from the January budget request
of $44.0 billion for FHA mortgage insurance commitments. The
Administration's budget requests an annual credit program limit of
$64.0 billion for GNMA commitments to guarantee mortgagebacked securities. This is a decrease of $8.0 billion from the $72.0
billion level in the January budget. These GNMA guarantees are
secondary guarantees because the mortgages underlying the securities are already insured by FHA, VA, or the FmHA.
* House committee views and estimates

The Banking, Finance, and Urban Affairs Committee opposes
any reduction in the annual credit limits for FHA mortgage insurance and GNMA mortgage-backed securities from the January
budget levels.
* Recommendation

The recommendation assumes an annual limit of $40.0 billion for
FHA mortgage insurance commitments, an increase of $5.0 billion
from the March budget level. The recommendation also assumes an
annual limit of $68.0 billion for GNMA commitments to guarantee
mortgage-backed securities. This is an increase of $4.0 billion from
the March budget level. The Committee feels these increases are
needed to help assure a supply of mortgage credit for moderate
income homebuyers and to enhance the liquidity of mortgage markets. These increases in credit program activity actually decrease
outlays marginally (by less than $5 million) because receipts for
mortgage insurance premiums and guarantee fees would increase.
* Action required to implement recommendation

The recommendation may be accomplished through appropriations action on annual credit program limits.
8. IMPROVED ADMINISTRATIVE PRACTICES

* Recommendation

The recommendation assumes net savings of $75 million in
budget authority and $200 million in outlays in 1982. The savings
come from reductions in paperwork burdens and the collection of

delinquent accounts and loans, expecially thie latter. There are
three major loan and insurance programs in Function 370-FHA
mortgage insurance, SBA business loans, and FHA rural housing
loans. The GAO has identified an estimated $1.85 billion of delinquent accounts and loans in these three programs alone. There are
also other delinquent accounts in this function. See Appendix F for
additional explanation of improvements in management and administration.
* Action required to implement recommendation

Vigorous collection of delinquent accounts and loans by Federal
agencies would be required to achieve the recommended savings.
* Outyear impacts of recommendation

The recommendations for improving administrative practices
would increase budget authority by $25 million in 1983 and 1984
but decrease net outlays by an estimated $310 million in 1983 and
$270 million in 1984.
1982 CREDIT BUDGET
[In millios of dollars]
New direct loan obligations
Administraban budget

Carter
budget

Program:
Rural housing insurance fund .................
Self-help housing land development fund ....
FHA fund ..

.

......

... .......

5
78
51
9
00
5
90
21

2
278
851
9
3,600
5
190
21

HBC
recommende lbon

Housing for the elderly or handicapped ............
Guarantees of mortgage-backed securities ..............
Special assistance functions fund ....................
Emergency mortgage purchase assistance
..
.....................
FSLIC
Credit union share insurance fund..
Federal ship financing fund, fishing vessels
Central liquidity facility .... ... ......................
50
3,650
National Consumer Cooperative Bank fund .............
14......
Self-help development and technical assistance
fund............ .........
Pollution control equipment contract guarantees ......
759
59
875
Business loan and investment fund ..........
Security bond guarantees .....................
International Trade Administration .......................
12,653
11,721
14,153
Total ..... ................. ..............
Direct loans.
Op-budget ..........................
Off-budget . .. .. ...... .........................
Federal Financing Bank, FFB 1..............................

Loan guarantees:
Primary..
Secondary.......
Guarantees of direct loans,

New loan guarantee commitments
Mministrabon budget

HBC
rcommendatm

44,000
35,000
.... .... ... 4....
0.. 8.

40,000

Carter
budget

72,360

64,208

25
100

25
75

25
75

125
4,200
1,600

95
3,150
1,200

95
3,150
1,200

126,621

107,486

68,208

116,486

11,721
14,153
12,653
4.
4,521
3,940
52......
.....
,.....
,... 3,940 ..............................

..
......49,435

72,360
4,826

42,333 ... .................................. ........

68,208.......
5,945 ...........
............

I'This memorandum entry indicates the amount of off-budget new direct loan obligations by the FFB that would be attributed to this function if
all FFB activity was distributed by function. The total for new direct loan obligations by the FFB has been recorded in Function 800
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FUNCTION 400: TRANSPORTATION
The Committee recommends $21.35 billion in budget authority
and $21.10 billion in outlays for this function. These totals represent increases of $0.80 billion in budget authority and $0.45 billion
in outlays from the Administration's budget as reestimated by
CBO.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
tin billions of dollars]
Fiscal year 1982 budget
Outlays

Fiscal year 1983 plan

Fiscal year 1984 plan

Budget
authonty

Budget
authority

Outlays

Administration's budget request, Mar 10, 1981
20.60
1 Reestimates (by CBO)
Changes due to economic assumptions .......................... ..
,......
.4.....*.........
5..... +045
0.....
+0
70.,......
+0 ..15
+0.35.....
Other reestimates
-005
20 55
20.65
2135
2085
2170
Administration's budget reestimated .................

.......
+02

212

Major policy recommendations
2 1982 impact of 1981 policy choices
3. Administration's reductions fully assumed in
the recommendation ..................
4 Mass transportation operating assistance
5 Amtrak funding
6 Additional Conrail assistance ......
7 Northeast corridor improvement project
8 Coast Guard user fees
9 Impact of pending rail bankruptcy litigation..
10 Improved administrative practices
. .
11 Additional air mode funding ..............
Total difference

+020
+030

-0 10
± ... ..... . .......

+0.80

+045

+040
+1.30

+0.20
+090

+040

+0.4

+155

+13

Committee recommendation
Less than $25,000,000

Explanation of Committee Recommendations
1. REESTIMATES

The recommendation includes the following CBO reestimates,
which are explained in the text following the table.
* Changes due to economic assumptions
None.
* Other reestimates
jin million of dollars, fiscal year 19821

Admirnstration's budget

Amtrak
Highway trust fund

8,300

7,772

Administration's budget
reeslimated

8,300

ODiferences
Administration's budget
reestimated ( + )/( )
original budget submission

8,100 . ... .... .
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[In million of dollars, fiscal year 19821
Administration's budget
Budget

Outlays

Total

Budget

authority

author

UMTA
Other

Administration s budget
reestimated

Outlays

Differences
Admirnstralon's budge(
reestimated ( )/( - )
original budget submission

Budget
authority

Outlays

3,769
8,059

8,479
7,983

3,769
8,050

3,952
8,146

-9

+473
+ 163

20,575

19,848

20,466

20,675

-9

+827

CBO upward reestimates fall primarily in two accounts: the Fed-

eral Highway trust fund and the Urban Mass Transportation Administration.
The upward reestimate of $328 million in highway trust fund
outlays reflects the more rapid spendout that has been occurring in
fiscal year 1981. The faster spendout is due in large part to the
restricted obligation ceilings in fiscal year 1980 and 1981. Because
of these restricted ceilings the States in general obligated funds
much earlier in the year and thus introduced a "seasonality" factor
that has resulted in higher rates of outlays than had historically
been the case. For instance, the fiscal year 1981 obligation ceiling
is $8.75 billion, and it is possible that the States could obligate
hundreds of million of dollars or even possibly a billion dollars or
more above this ceiling. The States had obligated $4.7 billion dollars through February 1981, the same amount as in the same
period in fiscal year 1980, a year in which highway outlays also
increased substantially related to a restrictive highway obligation
ceiling.
The upward reestimate of $473 million in the Urban Mass Transportation account (UMTA) reflects the historical spendout of the
various UMTA programs. Of the $3.8 billion in budget authority
recommended by the Administration's revised budget, $1.1 billion
is for operating assistance. Outlays for the operating assistance
program have historically occurred at about a 95 percent rate in
the first year. The Administration's budget estimate of new UMTA
outlays is $670 million for the total $3.8 billion in budget authority
for all capital and operating programs. New outlays associated with
only the $1.1 billion operating assistance would be, by historical
standards, approximately $960 million; and there would be an additional $400 million associated with the remaining $2.7 billion capital program. The Administration's budget estimate appears to
assume that the normal 95 percent rate for operating assistance
will dramatically decrease; and this seems very unlikely given the
"operating cash crisis" which is occurring in so many transit systems.
The remaining transportation reestimates are largely a series of
minor reestimates which generally offset the lower reestimate in
the Amtrak account.
A significant downward reestimate in the Amtrak account is due
to lower estimates of capital expenditures based on actual performance and anticipated delivery.

2. 1982 IMPACT

OF 1981 POLICY CHOICES

0 Recommendation

No policy choices are assumed which impact fiscal year 1982.
-Highway and highway safety programs for savings of $2,174
million in budget authority and $468 million in outlays.
-Northeast Corridor Improvement Project for savings of $288
million in budget authority and $155 million in outlays;
-FAA programs for savings of $97 million in budget authority
and $50 million in outlays.
-CAB 406 Airline subsidy program for savings of $56 million
in budget authority and $51 million in outlays.
-Maritime Capital Differential Subsidy program for savings of
$107 million in budget authority and $40 million in outlays;
-NASA civilian aviation programs for savings of $82 million
in budget authority and $41 million in outlays; and
-Administrative expenses for savings of $124 million in
budget authority and $105 million in outlays.
* House committees' views and estimates
Highway programs.-The House Public Works and Transportation Committee accepts the Administration's overall levels of funding for fiscal year 1982 but reserves the right ". . . to allocate
amounts among the various programs . . ." The Public Works

Committee does not necessarily agree with the Administration's
proposals regarding changes and elimination of various Federal
highway categorical programs. The Public Works Committee also
has specific objections to various Administration's proposals in the
highway safety area.
Mass transportation programs.-The House Public Works and
Transportation Committee "generally supports the Administration's proposed fiscal year 1981 and 1982 budget revisions . . . but
may recommend marginally higher amounts . " The Public

Works Committee is undertaking a comprehensive review of mass
transportation policy and any agreement with the fiscal year 1981
and 1982 funding levels ".

.

. should not be construed as support

for its (the Administration's) fiscal year 1983-86 recommendations,
at this time."
Aviation programs.-Neither the authorizing committee, House
Public Works and Transportation or the Appropriations Committee
discussed the smaller aviation reductions which are assumed in the
Committee recommendation. The House Public Works Committee
did however point out that the Administration's CAB reduction
would not be ". .

without adverse side effects." The House Sci-

ence and Technology Committee supported the Administration's
NASA reductions in part and recommended higher levels in the
research and development program ($12 million in budget authority and $11 million in outlays), and a reduction in the research,
engineering and development program from the air trust fund of
$20 million in budget authority and outlays.
MARAD construction differential subsidy program.-The House
Merchant Marine and Fisheries Committee did not agree with the
Administration's elimination of the maritime capital subsidy re-

quest and recommended $107 million in budget authority and $185
million in outlays included in the January budget request.
Other miscellaneous reductions and administrative reductions.No mention of the smaller proposed reductions were made by any
of the authorizing committees or the Appropriations Committee.
e Recommendation
The Committee assumes the full savings recommended by the
Administration in the areas described above. The Committee recommendation accepts the Administration's funding levels, but does
not necessarily agree with the Administration's programmatic recommendation. The Committee is not including non-safety highway
trust programs in reconciliation, although the Public Works Committee is committed to the Administration's budget authority and
outlays savings targets. The assumption is that Public Works
through obligation ceilings, first quarter obligation allocations or
equivalent controls will equal the Administration's savings from
the current policy base.
0 Action required to implement recommendation
Highway program.-The Administration's proposed highway
funding levels can be adjusted in new authorizing legislation to be
considered by the House Public Works Committee.
Aviation program.-The Administration's funding levels can be
accomplished in the appropriation process, and will also probably
involve legislative reform of the CAB subsidy program.
MARAD construction differential subsidy program.-The Administration's funding levels can be accomplished in the appropriations
process.
* Outyear impact of recommendation
The Committee assumptions reflect the Administration's reduced
program for highways, capital mass transit, various aviation,
MARAD and other miscellaneous programs in fiscal years 1983 and
1984.
4. MASS TRANSIT OPERATING ASSISTANCE
* Administrations's budget reestimated by CBO
The Administration recommends $1,105 million in budget authority for mass transit operating assistance in fiscal year 1982. The
Administration proposes to phase-out mass transit operating assistance by reducing the $1,105 million base number by $370 million in
budget authority and $208 million in outlays in fiscal year 1983
and $740 million in budget authority and $512 million in outlays in
fiscal year 1984 and the full $1,105 million in budget authority in
1985.
* House committees' views and estimates
The House Public Works and Transportation Committee recommendation ".

.

. opposes any revisions in the operating assistance

program until the Committee has had an opportunity to review the
program as part of its comprehensive review of the Urban Mass
Transportation Act."

* Recommendation
The Committee assumes rejection of the Administration's proposal to phase-out the mass transit operating assistance. The Committee notes that the proposals in respect to operating subsidies for
mass transit, have no impact on either budget authority or outlays
for fiscal year 1982. The Committee assumes that the relevant
Legislative Committee will exercise its oversight responsibilities
and carefully review the policies and funding levels in the mass
transit operating assistance program, including the Administration's proposal, for the outyears.
* Action required to implement recommendation
The mass transit operating assistance program is authorized
through 1982 by the Surface Transportation Assistance Act of 1979.
The program requires authorization for fiscal years 1983-1984 and
would assume appropriations at the $1,105 million level.
* Outyear impact of recommendation
The recommended continuance of mass transportation operating
assistance assumes restoration of $370 million in budget authority
in fiscal year 1983 and $740 million in fiscal year 1984, based on
the Administration's proposal to phase out the program by 1985.
5.

AMTRAK FUNDING

o Administration's budget reestimated by CBO
The Administration recommends $613 million in budget authority and $539 million in outlays for Amtrak operating and capital
assistance. The President's proposal reflects a substantial reduction
from the Carter budget authority request of $993 million and the
current policy level of $1,048 millions. The Administration's philosophical approach to Amtrak is that it is oversubsidized and needs
to provide more of its funding from the farebox. The Administration assumes that Amtrak will provide 50 percent of its funding
from the farebox beginning in 1982. Most importantly the Administration's proposal states that ". . . Amtrak service is not essential
to the nation's passenger travel market . " and that "A reduc-

tion in Amtrak will result in virtually no negative effect on personal travel in the U.S. because Amtrak trains provide such a small
percentage of U.S. intercity transportation."
* House committees' views and estimates
The House Energy and Commerce Committee recommends a
fiscal year 1982 funding level of $792.3 million in budget authority
and $750 million in outlays. The recommendation is based on "cost
savings in several areas and the operation of existing law which
ensures that routes which carry few passengers or are not cost
effective are discontinued."
The Energy and Commerce Committee recommendation for fiscal
year 1983 is $800 million in budget authority and $770 million in
outlays and for fiscal year 1984 the recommendation is $810 million
in budget authority and $780 million in outlays.

o Recommendation

The Committee assumes a fiscal year 1982 funding level of $792
million in budget authority as recommended by the authorizing
committee, the House Energy and Commerce Committee. The recommendation recognizes the significant management and operational savings are required in the Amtrak system. The Chairman's recommendations which were accepted by the Committee
detailed the need for ".

.

. a reduced route-service system, signifi-

cant workrule, labor protection, management and other changes,
plus forgiveness of certain debt and tax obligations."
The Committee recommendation assumes that the Energy and
Commerce Committee will examine each of the above areas of
reform carefully and make every effort to make the Amtrak operations more efficient and thereby preserve the energy efficient,
well-used portions of the Amtrak system.
The Committee recommendation is also based on the analysis
that the Administration's proposed $613 million funding level
would eliminate all Amtrak service outside of the Northeast Corridor; in large part because of the need to utilize $200 million of the
$613 million for labor protection payments. The Committee recommendation would maintain broader Amtrak service and obviates
the need for most of the labor protection payments. However, the
Committee recommendation does assume the Administration's goal
of having 50 percent of costs paid from the farebox and it is
anticipated that new capital equipment and services, along with
certain route deletions will result in a system that provides 50
percent of total support from the farebox.
* Action required to implement recommendation

The Amtrak labor protection, route service, and farebox reforms
will all have to be addressed in new legislation to be considered by
the house Energy and Commerce Committee. The program funding
based on the anticipated new authorization will be determined in
the transportation appropriations act.
* Outyear impact of recommendation

The recommendation assumes an additional $300 million in
budget authority and outlays above the Administration's request
for fiscal years 1983 and 1984. The 1983 funding would be $832
million in budget authority and $915 million in outlays; the 1984
funding would be $771 million in budget authority and $812 million
in outlays. The assumption is that the Federal funding assistance
will remain at approximately $800 million per annum for fiscal
years 1982-1985 and that inflationary and-other incremental costs
will be covered by Amtrak fiscal improvements, particularly in
farebox revenues and in making needed operational reforms.
6.
0

ADDITIONAL CONRAIL ASSISTANCE

Administration's budget reestimated by CBO

The Administration's recommended $50 million in budget authority and $150 million in outlays for Conrail assistance. The
President's recommendation assumes a "solution" to continued Federal subsidy of Conrail operations and reflects basically no new

funding for Conrail beginning in 1982. The President does assume
deferral of $100 million of the 1981 supplemental Conrail request
for in fiscal year 1982.
* House committees' views and estimates
The House Energy and Commerce Committee recommends, ".
limited additional funds for Conrail . . .which under appropriate

conditions will make Conrail self-sufficient." The recommendation
also assumes $250 million above the Administration's 1982 request,
$250 million in additional funding in 1983 and $150 million in 1984.
* Recommendation

The Committee assumes $0.3 billion in budget authority and
outlays above the Administration's Conrail. The recommendation
assumes that whatever the ultimate Conrail solution, it will involve substantial route-service operational consolidation and reductions in force. The scope of any Conrail solution, coupled with
historical experience with this issue suggests that immediate or
quick resolution to Conrail's financial woes is unrealistic. In addition, under existing law (the title V labor protection program) the
anticipated reduction in force would involve, on an annual basis,
labor protection payments of hundreds of millions of dollars and
total program exposure would be measured in the billions. The
recommendation provides additional funds basd on the transition/
timing and labor protection problems. The recommendations also
assumes program and legislative reforms to be enacted in the title
V labor protection program that would greatly reduce Federal
contingent liabilities. The recommendation also expresses the need
for close examination and reform in Conrail labor practices, i.e.
archaic work rules, which are part and parcel of reducing present
and future Federal financial liabilities.
0 Action required to implement recommendation

The fiscal year 1981 supplemental would exhaust existing Conrail authorizations, therefore, a new authorization is required for
Conrail operating assistance. Reforms in title V labor protection
would require amendment of the existing title V labor protection.
The legislation required in a total Conrail "solution" cannot be
fully determined at this time, but substantial progress is needed on
the part of both management and labor in making joint efforts to
make Conrail more efficient and profitable.
* Outyear impact of the recommendation

The recommendation assumes an additional $300 million in Conrail assistance in fiscal year 1983 and $200 million in 1984. The
outyear recommendation reflects necessary longer term operational, work rule and labor protection reforms.
7.

NORTHEAST CORRIDOR IMPROVEMENT PROJECT

* Administration's budget reestimated by CBO

The Administration recommends $200 million in budget authority and $310 million in outlays for the Northeast Corridor Improve-

ment Project (NECIP). The Administration proposed to reduce au-

thorizations for NECIP by $310 million from $2.5 billion to $2.19

billion, "and to change the focus of the project
In revising the
project, emphasis will be placed on completing a reliable and serviceable rail system"
* House committees' views and estimates
The House Energy and Commerce Committee had not received a
specific legislative proposal in time to make comments for the
Committees' Views and Estimates to be submitted to the Budget
Committee. Without specific legislation for review, the Energy and
Commerce Committee recommended $488 million in budget authority and $465 million in outlays, the current law estimates.
* Recommendation
The Committee assumes the Administration's proposed funding
levels for fiscal years 1982-1985. The Committee recommendation,
however, does not assume the Administration revisions to the project goals and abandonment of the current law trip time requirements. The recommendation recognizes the need to stretchout current construction projects because of the overriding economic circumstances which the Nation is now facing, but the recommendation anticipates further scrutiny of the existing NECIP project
goals by the Congress before any reduction in project scope is
recommended.
* Action required to implement recommendation
The Committee assumption would involve extensive hearings by
the authorizing committee, the House Energy and Commerce Committee, on the Administration's proposals to revise the NECIP
project goals and to reduce existing authorization for the project.
Funding will ultimately be determined through both the authorizing and appropriations actions of the Congress.
* Outyear impact of the recommendation
The recommendation does not assume any current change to the
Administration's request of $185 million in budget authority in
fiscal year 1983 and no further funding beyond 1983. However, the
recommendation does assume that if the Congress chooses to retain
the current law project goals, then additional funding would be
provided when national economic circumstances permit. The additional funding would require new authorization since inflation will
have significantly increased the cost of completing the current law
project goals.
8. COAST GUARD USER FEES
Administration's budget reestimated by CBO
The Administration recommends the initiation of Coast Guard
User Fees, also known as boat and yacht fees in fiscal year 1982.
The fees would in part be collected directly by the Coast Guard and
would be offsetting receipts in function 400. The Administration's
Budget estimates receipts at $100 million in fiscal year 1982 or 10
percent of the total Coast Guard services rendered to certain
groups.
0

* House committees' views and estimates
The Merchant Marine and Fisheries Committee cited the need
for new legislation to institute the fees and also suggested that
with possible timing problems, the Committee could not predict
with confidence the level of revenues which will be collected.
* Recommendation
The Committee assumes that the Congress will enact legislation
to institute Coast Guard user fees. The Committee recommends the
collection of an additional $100 million above the Administration's
proposed $100 million in fiscal year 1982, which would be approximately 20 percent of the benefits provided by the Coast Guard to
the affected classes of users.
* Action required to implement recommendation
The recommendation will require legislative action to implement
the Administration's proposals.
* Outyear impact of recommendation
The recommendation adds $100 million in additional offsetting
receipts to the Administration's estimate of $200 million in 983 and
$300 million in 1984. The Administration assumes collection of 33
percent of $500 million of the benefits provided in 1986. The outyear Committee recommendation advances and increases the benefit recapture.
9. IMPACT OF PENDING RAIL BANKRUPTCY LITIGATION

* Administration's budget reestimated by CBO
The Administration's budget did not provide any funding for the
settlement of outstanding railroad bankruptcy litigation related to
the recently settled Penn Central litigation. Potentially, this involves substantial pending litigation which could have Federal financial liabilities.
* House committees' views and estimates
The House Energy and Commerce Committee has jurisdiction
over railroad legislative matters and did not comment on pending
rail bankruptcy litigation stemming from the Penn Central and
other smaller railroad bankruptcies of 1976.
* Recommendation
The recommendation recognizes and highlights the fact that of
the eight railroads that filed for reorganization under Section 77 of
the Bankruptcy Act in April, 1976, only the Penn Central has
completed the instituted litigation with a $2.1 billion settlement
paid by the U.S. Treasury in fiscal year 1981. The other seven
bankrupt entities have not completed settlements, and considering
the recent final settlement of the Penn Central litigation it is
possible that these may be settled in fiscal year 1982. The recommendation does not provide any funding for these anticipated settlements because no determination can be made with any degree of
certainty as to either the timing or conditions which settlement
will be made.

Action required to implement recommendation
The recommendation does not assume any action at this time. If
and when litigation is completed, payments would be made from
the U.S. Treasury and would be provided for in appropriations
action.
* Outyear impact of recommendation
The recommendation suggests that an indeterminate amount of
Federal funding may be provided as a result of settlement of outstanding railroad bankruptcy litigation. It is possible that this
indeterminate amount may occur after fiscal year 1982.
0

10. IMPROVED ADMINISTRATIVE PRACTICES

* Administration's budget reestimated by CBO
The Administration did not indicate specific administrative practice reforms with attendant budget savings in Function 400, the
Transportation section of his budget proposals.
* House committees' views and estimates
The various House Committees' involved with Function 400, the
Transportation section of the budget did not identify specific administrative practice reforms with attendant budget savings in
their Views and Estimates given to the Budget Committee.
e Recommendation
The recommendation assumes a fiscal year savings of $10 million
in budget authority and outlays based on paperwork reductions in
various transportation programs. The $10 million savings is based
on investigative work done by the Government Accounting Office
and is a fiscal year 1982 savings.
* Action required to implement recommendation
The recommendation will be implemented by administrative
action to reduce the level of paperwork in all phases of transportation operations.
* Outyear impact of recommendation
No administrative savings are assumed in the past fiscal year
1982 period.
11. ADDITIONAL AIR MODE FUNDING
* Administration's budget reestimated by CBO
The Administration recommends $450 million in budget authority for the Airport Planning and Development Program (ADAP) in
both fiscal years 1981 and 1982. The President also recommends
$324 million in budget authority for the air trust fund facilities and
equipment program. The President's ADAP budget request reflects
his proposal to reduce the current policy funding levels through
"defederalization", the elimination of the 41 largest airports from
the ADAP program.

* House committees' views and estimates
The House Public Works and Transportation Committee proposes
an ADAP fiscal year 1981 funding level of $700 million and a fiscal
year 1982 funding level of $750 million, $250 million and $300
million respectively, above the President's request. For facilities
and equipment, the Public Works Committee proposes spending
$750 million through fiscal year 1982, $350 million in 1981 and
$400 million in 1982.
e Recommendation
The Committee assumes an ADAP funding level of $700 million
in budget authority in fiscal year 1981 and $750 million in fiscal
year 1982. The Committee further assumes a facilities and equipment trust fund funding level of $350 million in 1981 and $400
million in 1982. The Committee assumptions are the same as the
funding levels recommended by the House Public Works and
Transportation in their March 15 Views and Estimates.
* Action required to implement recommendation
The Committee assumptions would require legislative action by
the Public Works and Transportation Committee which has jurisdiction over the authorizations for the ADAP and facilities and
equipment air trust fund programs. The authorizations for these
programs expired in fiscal year 1981 and the Senate and House
were not able to complete action on the authorization legislation
last session.
* Outyear impact of recommendation
The fiscal year 1982 $750 million program level for the ADAP
program is assumed for fiscal years 1982 and 1983 as well, and the
facilities and equipment level is assumed at $500 million in 1983
and $530 million in 1984. The effect of the increased ADAP and
facilities and equipment funding over the President's request will
result in an additional $0.2 billion in outlays in fiscal year 1983
and $0.4 billion outlays in fiscal year 1984.
1982 CREDIT BUDGET
[in millions of dollars]
New direct loan obligations
Administratlion budget

Cader
budget

Program
Emergency rail facilities restoration
Rail service assistance
Regional rail reorganization .......... ......
Railroad rehabilitation and improvement

Aircraft purchase loan guarantees.
Federal ship financing fund
Federal aid to highways
Total

Direct loans
On-budget
Off-budget
Federal Financing Bank, FFB

...

2
153
1I..

2
113

New loan guarantee commitments

HBC
recommendation

15
19

190

150

150

189

149

149

1
325

Adminstralion budget

HBC
recommendation

2 .. .................. ...........
113
34
34

15
19

1
325

Cartet
budget

i5
19

1
325

34

320

320

320

1,400

1,050

1,050

2,104

1,504

1,504

350

100

100
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1982 CREDIT BUDGET-Continued
(inmillions of dollarsJ
New loan guarantee commitments

New direct loan obligations
Administtalion budget

Loan guarantees
Primary
Secondary
Guarantees of FFB loans

HBC
recommendation

Carter
budget

Administralion budget

HBC
recommendation

1,145

34

325

'This memorandum entry indicates the amount of off-budget new direct loan obligations by the FFB that would be attributed to this function it
all FF8 activity was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800
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FUNCTION 450: COMMUNITY AND REGIONAL
DEVELOPMENT
The Committee recommends $7.15 billion in budget authority
and $9.50 billion in outlays for this function. These totals represent
increases of $0.30 billion in budget authority and $0.15 billion in
outlays from the President's budget as reestimated by CBO.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
fin billions of dollars]
Fiscal year 1982 budget

Fiscal year 1983 plan

Outlays authority
aBudget
Outlays

Outlays

Fiscal year 1984 plan

Budget
authority

Administration's budget request, Mar 10, 1981
1 Reestimates (by CBO)
Changes due to economic assumptions
Other reestimates
Administration's budget reestimated ..........
Major policy recommendation
2. 1982 impact of 1981 policy choices.
3 Administration's reductions fully assumed in
the recommendation
4 Community development block grant
5 Urban development action grant
6 Economic development administration

.........

7 Indian assistance programs
....
8 Federal emergency management agency program

9 Improved administrative practices
Total difference

-040
6 85

+125
935

7.50

+040
795

+020
7 65

+020
7.60

+010

-040

- 0 50

+025
+030
+010

+050

+035
+005

-010

-010
-0.05

+030

+015

+040

+015

-010

-0 10

+040

+005

-0 10

Committee recommendation

Explanation of Committee Recommendations
1.

REESTIMATES

The recommendation includes the following CBO reestimates,
which are explained in the text following the table.
* Changes due to economic assumptions
None.
Other reestimates
Administration's Budget

Community development block grants
SBA disaster loans
Flood insurance
EDA

4,613

Administration's budget
reeslmated

$4,166

$5,447

32

344

Differences Administration's
budget reestimated + )/
(- )subsmisson
original budget
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Administration's Budget

Differences Administration's
budget reestimated ii )/

Administration's budget
reestmated

-

Budgetsubsmission
Budgetlays
Budget

authority

Rural development insurance
Other

.

Total

.535
...........

authority

Outay

u

) original budget

Budget
authority

136
2,424

352
2,944

-399

2,424

352
2,816

7,272

8,080

6,873

9,364

-399

us

Outlays

+ 128
+ 1,284

CBO's upward reestimates fall primarily in four accounts as
follows:
(1) Community Development Block Grants (CDBG)-The Community Development Block Grant program has approximately $6.4
billion of obligated balances in the pipeline. This program had
historically experienced delays in projects moving from the obligations stage to actual outlays. However, in recent years, as grant
recipients gained experience, projects have progressed at a faster
rate. Thus, the CDBG program has had a faster rate of outlays, and
the experience so far in 1981 fiscal year reflects this. The CBO 1982
reestimate of +$828 million reflects the 1980 and 1981 experience
and represents an increase of 18 percent over the Administration
budget estimate.
(2) SBA Disaster Loan Fund-CBO estimates an increase of $155
million in the SBA Disaster Loan program which reflects the historical spending experience in the SBA loan program.
(3) Flood Insurance-CBO estimates an increase of $96 million in
flood insurance outlays based on the assumption that the Administration budget underestimates underwriting costs, loss and adjustment expenses, insurance in force and the likely level of defaults.
The CBO estimate reflects recent experience whereas the Administration assumptions reflect earlier (pre-1979) experience patterns.
(4) Economic Development Assistance (EDA)-CBO estimates
EDA outlays at $71 million above the Administration budget estimate. The reestimate is based on historical patterns of spending in
the EDA programs.
CBO's downward reestimate of $399 million in budget authority
is in the Rural Development Insurance Fund where the Administration budget assumed elimination of the $500 million loan level
included in the January budget request. Although this proposed
elimination will not result in any outlay savings until the outyear,
it should be reflected in substantial budget authority reductions.
An adjustment in this account is anticipated in the OMB midsession review.
2. 1982

IMPACT OF POLICY CHOICES

*Administration 's budget reestimated by CBO
The administration proposed four rescissions which were modified by the committee's assumptions as described in the following
table:
77-239 0 - 81 - 10
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1981 Assumption
Administration's budget
Budget BugeOutlays
authonty

Committee

House Budget Committee
Bdget
Outlays
Bu
authority

assumption,
1982
outlay
Impact

-2
-2

+50
+45
+34
+5

Program
Appalachian Regional Commission,
Economic Development Administration

WA
title V Regional Commissions
Total

.

.......
.................

..

-110
-342
-178
-21

-6
-8
-49
-8

-651

-71

-30
-162
.

.

-192

-4

+134

*House Committees' views and estimates
The House Public Works and Transportation Committee proposed a $30 million rescission rather than the $110 proposed by the
Administration for the Appalachian Regional Commission and a
deferral of the Title V Regional Commission rescission. The Public
Works Committee also proposed a $162 million Economic Development Administration rescission rather than the $342 million proposed by the Administration. The Public Works Committee does
not specifically discuss the TVA rescission.
* Recommendation
The Committee assumes smaller rescissions for the Appalachian
Regional Commission and Economic Development Administration
than the Administration (see table above). The Committee also
assumes a deferral of Title V Regional Commission funds rather
than a rescission, and rejects the proposed TVA rescission. The
total impact of these assumptions is to rescind $192 million or $459
million less than the $651 million recommended by the Administration. The reduction in the rescission package results in an additional $134 million of outlays in fiscal year 1982 above the Administration's proposal as reestimated by CBO.
* Outyear impact of recommendation
The reduced level of fiscal year 1981 rescissions accepted by the
Budget Committee and deferral of Title V funds result in an additional outlay expenditure of $72 million in 1983 and $31 million in
1984.
3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATION

i Administration's budget reestimated by CBO
The Administration recommended the following budget reductions in fiscal year 1982 which were fully assumed in the Committee recommendation:
-Elimination of the Appalachian Regional Commission for
savings of $155 million in budget authority and $74 million
in outlays.
-Elimination of HUD planning assistance and other smaller
community development programs for savings of $44 million

in budget authority and $30 million in outlays.

-Elimination of rehabilitation Loan Fund for savings of $134
million in budget authority and $199 million in outlays.
-Elimination of Farmers Home Administration Rural Development Insurance Fund credit loan program for savings of
$400 million in budget authority.
-Pennsylvania Avenue Development Corporation reduction
for savings of $12 million in budget authority and $14 million in outlays.
-SBA Disaster Loan program reforms for savings of $149
million in budget authority and $81 million in outlays.
* House committees' views and estimates
-The elimination of the Appalachian Regional Commission
proposed by the Administration was opposed by the House
Public Works and Transportation Committee which recommended a reduced funding level of $204 million, and in addition opposes the transfer of the Appalachian highway programs to the Transportation function as proposed by the
Administration.
-The elimination of HUD planning assistance and smaller
community development programs and elimination of the
Rehabilitation Loan Fund were opposed by the House Banking, Finance and Urban Affairs Committee which instead
recommended funding at the January budget levels.
-The elimination of Farmers Home Administration Rural Development Insurance Fund credit loan program is opposed by
the House Agriculture Committee which recommends a program level of $400 million targeted to agriculture needs.
-The Pennsylvania Avenue Development Corporation reduction of $12 million in budget authority and $81 million in
outlays was not discussed in specific detail by the House
Public Works and Transportation Committee.
-Proposed SBA Disaster Loan program reforms were not specifically addressed by the Small Business Committee because
of lack of legislative details at the time when the views and
estimates were being prepared, pending new information,
the Small Business Committee recommends the Administration's proposed SBA level of funding.
* Recommendation
The Committee assumes the full savings for the above mentioned
programs, but does not necessarily agree with the Administration's
programmatic recommendations.
* Action required to implement recommendation
The eliminations and reductions in the Appalachian Regional
Commission, HUD Planning assistance, smaller community development programs, Rehabilitation Loan Fund, Farmers Home Administration Rural Development Insurance Fund, and the Pennsylvania Avenue Development Corporation programs can be implemented through the authorization and appropriation process. The
SBA Disaster Loan reductions are being proposed in regulations,
but will likely require new legislation.

The Committee reviewed and adopted the following general language provision:
STATE-LOCAL TRANSITION FLEXIBILITY

Many of the funding recommendations made by the Committee
are based on the assumption that increased flexibility will be available to State and local governments. Therefore, it would be appropriate that whenever a House committee recommends the reduction of funds available to State and local governments, it should
recommend, where possible, program revisions which increase the
flexibility permitted to State and local officials to manage Federal
funds so that the needs of program beneficiaries are met most
effectively.
o Outyear impact of the recommendation
The -Committee assumptions reflect the elimination of the Appalachian Regional Commission nonhighway programs, HUD Planning assistance and other smaller community development programs, rehabilitation loan fund and Farmers Home Administration
Rural Development Insurance fund credit programs in fiscal year
1983 and 1984 as recommended by the Administration. The SBA
Disaster Loan budget savings are also included in the 1983 and
1984 budget assumptions for SBA Disaster Loans.
4.

COMMUNITY DEVELOPMENT BLOCK GRANT

* Administration's budget reestimated by CBO
The Administration recommends $4,166 million in budget authority and $5,447 million in outlays for a new program of community
development support. The Administration proposed that the Community Development Block Grant program (CDBG) and the now
separate Urban Development Action Grant (UDAG) categorical
program be merged into a single program of community development.
* House committee's views and estimates
The House Banking, Finance and Urban Affairs Committee did
not accept the Administration's CDBG-UDAG proposal and instead
recommended funding the CDBG program at the authorized level
of $3,960 million. The Committee also assumes higher outlays
($4,750 million) based on historical spending patterns.
* Recommendation
The Committee assumes rejection of the Administration's proposal to merge the CDBG and UDAG programs and recommends a
CDBG funding level of $3,666. The proposed CDBG funding level
$3,666, when added to the proposed $500 million funding level for
UDAG, is consistent with the Administration's overall CDBG recommendation of $4,166 million.
o Action required to implement recommendation
The CDBG recommendation can be achieved through the appropriation process.

* Outyear impact of recommendation
The Committee recommends $3,946 million in budget authority
for CDBG in fiscal year 1983 and $4,076 million in budget authority
for fiscal year 1984.
5. URBAN DEVELOPMENT ACTION GRANT

* Administration's budget reestimated by CBO
The Administration recommends $4,166 million in budget authority and $5,447 million in outlays for the Community Development
Block Grant program (CDBG) which assumes that the currently
separate Urban Development Action Grant program will be consolidated with the CDBG program.
* House committees' views and estimates
The House Banking, Finance and Urban Affairs Committee recommends rejection of the Administration's proposal to merge
CDBG and UDAG into a new CDBG program. The Banking Committee instead recommends $675 million in budget authority, the
currently authorized level, and $715 million in outlays.
* Recommendation
The Committee assumption is consistent with the House Banking
Committee's recommendation to maintain the UDAG program as a
separate categorical program rather then merging it with the
CDBG program. The assumption is a $500 million level for UDAG
which, when added to the assumption of $3,666 million in budget
authority for CDBG, is equal to the total of $4,166 million in
budget authority for CDBG (including UDAG) recommended by the
Administration.
* Action required to implement recommendation
The recommendation to maintain the UDAG program as a separate $500 million per year program can be achieved through the
appropriation process.
* Outyear impact of recommendation
The recommendation assumes continuance of the UDAG as a
separate categorical program funded at $500 million in fiscal years
1983 and 1984.
6. ECONOMIC DEVELOPMENT ADMINISTRATION

* Administration's budget reestimated by CBO
The Administration proposes the elimination of the Economic
Development Administration (EDA) in fiscal year 1982 and requests only $32 million in budget authority and $344 million in
outlays. The Administration also recommends a rescission of $342
million in fiscal year 1981.
* House committee's views and estimates
The House Public Works and Transportation Committee rejects
the Administration's proposal to eliminate EDA. The Public Works
Committee recommends a substantially reduced EDA program of

$360 million in budget authority in fiscal year 1982 and a fiscal
year 1981 rescission of $162 million rather than the $342 million
recommended by the Administration.
* Recommendation
The Committee assumes an EDA funding level of $360 million in
budget authority and $519 million in outlays in fiscal year 1982
which is consistent with the Public Works recommendation. The
Committee also assumes a rescission of $162 million as recommended by the Public Works Committee rather than the $342 million
fiscal year 1981 rescission requested by the Administration.
* Action required to implement recommendation
The $360 million funding level assumed in the Committee recommendation would be implemented through the authorization and
appropriation process.
* Outyear impact of recommendation
The recommended continuation of the EDA is reflected in a
program level of $400 million in budget authority and $521 million
in outlays in fiscal year 1983 and $400 million in budget authority
and $426 million in outlays in fiscal year 1984.
7. INDIAN ASSISTANCE PROGRAM FUNDING
* Administration's budget reestimated by CBO
The Administration recommends $1,120 million in budget authority and $877 million in outlays for Indian assistance programs in
the Community and Regional Development function.
e House committees' views and estimates
The House Committee on Interior and Insular Affairs does not
specifically endorse or reject the Administration's Community and
Regional Development Indian assistance funding levels.
* Recommendation
The Committee assumes restoration of the reductions in the
Administration's proposal. The Committee recommendation would
provide $1,175 million in budget authority, an increase of $0.05
billion, and $968 million in outlays, an increase of $0.1 billion over
the President's request.
* Action required to implement recommendation
The Committee assumption for funding levels for Indian Assistance programs in the Community and Regional Development function can be implemented thru the appropriation process.
* Outyear impact of recommendation
The recommendation assumes funding of Indian Assistance programs at the January budget level rather than the Administration's revised budget. In fiscal year 1983, budget authority would be
$1,250 million and in 1984 budget authority would be $1,178 million, $99 million and $126 million respectively higher than the
request.

8.

FEDERAL EMERGENCY MANAGEMENT AGENCY PROGRAM
FUNDING

* Administration'sbudget reestimated by CBO
The Administration recommends $369 million in budget authority and $580 million in outlays for the Federal Emergency Management Agency's (FEMA) Disaster Relief Program and $115 million
in budget authority and $213 million in outlays for the National
Flood Insurance Program.
* House committees' views and estimates
The House Public Works and Transportation Committee, which
authorizes the Disaster Relief program, did not recommend any
specific funding level or make comments regarding the Disaster
Relief program.
The House Banking, Finance and Urban Affairs Committee,
which authorizes the Flood Insurance Program, did not recommend
any specific funding level or make comments regarding the Flood
Insurance program.
* Recommendation
The Committee assumes that $100 million in additional budget
authority and outlay savings can be achieved above the amounts
assumed from program reforms in the Administration's budget.
The additional program reforms would allow a combined Flood
Insurance and Disaster Relief Funding level of $384 million in
budget authority and $693 million in outlays. The additional savings could be accomplished from additional reforms such as tighter
eligibility standards for individuals receiving disaster assistance,
greater program targeting, and increased insurance premiums to
more fully cover the flood insurance administrative and default
costs.
* Action required to implement recommendation
The proposed potential reforms in the Disaster Relief and Flood
Insurance programs could be achieved in new authorizing legislation.
* Outyear impact of recommendation
The recommendation assumes that the fiscal year 1982 proposed
savings will be reflected in fiscal years 1983 and 1984, and will
reduce the Administration's budget proposals for Disaster Relief
and Flood Insurance by $100 million in budget authority and
outlays.
9. IMPROVED ADMINISTRATIVE PRACTICES

*Administration's budget reestimated by CBO
The Administration did not indicate specific administrative practice reforms with budget savings in Function 450, the Community
and Regional Development.
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* House committees' views and estimates
The various House Committees' involved with Function 450 in
Community and Regional Development, did not identify specific
administrative practice reforms with budget savings in their views
and estimates to the Budget Committee.
* Recommendation
The recommendation assumes a fiscal year 1982 savings of $70
million in outlays. The additional outlays would result from collections of outstanding delinquent loans in the SBA disaster loan and
various housing and rural assistance programs. The Small Business
Disaster Loan program has $1.7 billion in outstanding delinquent
debts according to the GAO.
* Outyear impact of recommendation
The recommendation assumes $120 million in additional collections in 1983 and $110 million in 1984.
1982 CREDIT BUDGET
[In millions of dollars
New direct loan obligations

Admmistratlon budget

Carter
budget

ProgramCommunity development grants
Rehabilitation loan fund
Rural development insurance fund
Economic development assistance

2.........215..........
326
196
.......

Rural communication development fund

Coastal energy impact fund. .
Revolving fund for loans .. . . ........
Indian loan guarantee and insurance fund.
Rural development loan fund

Rural telephone bank...
Disaster loan fund. - Total

New loan guarantee commitments

HBC
recommendaton

250

250

196

1,564

1,000

1,000

58

425

15
1

28

.

8

185

490

1,356

Direct loans
On-budget .......
1,172
Off-budget
.........
185
Federal Financing Bank, FFB ' .................
1,334
Loan guarantees
Primary
......
........
..... 969
Secondary
1,334
Guarantees of FFB loans

15
1
8

185

HBC
recommendation

250

....

116

15
1

Admimst
Carter
rntra
budget
ton budget

8

185

440

440

845

903

661
185
1,201

719
185
1,201

79

379

1,201

1,201

34 .. ....... ......

2

2,303

28
2

1,280

300

28
2

1,580

I This memorandum enry indicates the amount of off-budget new direct loan obligations by the FF8 that would be attributed to this function if
all FFB activity was distributed by function The total lor new direct loan obligations by the FFB has been recorded in Function 800

FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT,
AND SOCIAL SERVICES
The Committee recommends $28.15 billion in budget authority
and $29.40 billion in outlays for this function. This represents
increases of $2.70 billion in budget authority and $2.80 billion in
outlays above the Administration's reestimated budget.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]

Fiscal year 1982 budget
Budget
Outlays
authority

Administration's budget request, March 10, 1981
1 Reestimates (by CBO)
Changes due to economic assumptions
Other reestimates ..................
Administration's budget reestimated ..............

24 65

Fiscal year 1983 plan

Outlays

Fiscal year 1984 plan

Budget
authority

25 80

24 80

24 70

24 80

2400

+060
+020

+050
030

+050
070

+050
095

+040
+020

+040
+0.85

2545

2660

2600

26 15

25.40

2525

+005
+015
+100
+035
+010
+010
+060
+040
+005

+020
+015
+100
+045
+015
+010
+060
+040
-040

Major policy recommendation
2 1982 impact of 1981 policy choices
3 Administration's reductions fully assumed in
the recommendations
* Withdraws the $12 billion youth education-training initiative proposed in the
January budget
* Assumed reduction in CETA, including

elimination of $46 billion for public
service employment under CETA titles 1i-

D and VI, and elimination of $174
million for the welfare reform demonstration projects.
* Reduces the Federal State employment

service by $150 million to a funding

level of $650 million
* Withdraws the $23 million proposal for
a tax credit for non-profit institutions
assumed in the January budget
* Assumes reductions of $005 billion in
various labor services programs
Elementary
and secondary education programs
4.
5 Vocational education
6 Guaranteed student loans .............. .. ..... ....
.....
7 Pell grants (BEOG's)
8 Indian education
9 Other education programs ...
10 Employment and training programs.
11 Social services consnlidation ...
12. Improved administrative practices
Total difference

Committee recommendation
,Less than $25 million

+270

+280
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Explanation of Committee Recommendations
1.

REESTIMATES

The recommendation includes the following reestimates, which
are explained in the text and table below.
Changes due to economic assumptions
The reestimates include +$619 million in budget authority and
+$482 million in outlays for the Guaranteed Student Loan program due to different economic assumptions for the 91-day Treasury bill. The Administration's economic assumptions assume that
during fiscal year 1982 the 91-day T-bill will average 9.3 percent
while the Budget Committee assumes an average of 12.4 percent.
Other reestimates
[In millions of dollars, fiscal year 19821
Administration's budget
Budget
authority
Guaranteed student loans '
Student financial assistance

Social services
Other
Total

.

Outlays

Administration's budget
reestimated
Budget
authority

Outlays

1,774
3,794
3,800

1,792
3,741
3.500

1,974
3,794
3,800

2,092
3,534
3,800

15,264

16,797

15,267

16,707

24,632

25,830

24,835

26,103

Differences
Administration's budge(
reestimated (+)/(-)
original budget submission
Budget
Outla
authority
+200

+3
+203

+300
-207
+300

-90
+303

This does not include reestimates based on economic assumptions discussed above

The reestimate which is assumed for the Guaranteed Student
Loans is based on CBO's methodology in determining the loan
volume expected in the program in fiscal year 1982. For student
financial assistance programs, CBO estimates that there will be
greater outlays in fiscal year 1981; hence, outlays in fiscal year
1982 are lower than those assumed by the Administration. The
social services reestimate is based on the understanding that the
Administration's proposed social services block grant will operate
in a manner similar to the existing title XX social services program and that the program will spend 100 percent of its budget
authority in the budget year.
2. 1982 IMPACT OF 1981 POLICY CHOICES
o Administration's budget reestimated by CBO
The Administration's budget proposes fiscal year 1981 rescissions
totalling $2.1 billion in budget authority and $0.3 billion in outlays
and supplementals totalling $0.6 billion in budget authority. $1.9
billion of the rescissions are related to education program reductions and $0.2 billion are related to the phase-out of the public
service employment programs under title VI of the Comprehensive
Employment and Training Act (CETA).

oHouse committees' views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, did not comment on the merits of the rescissions, but did
note that some of the proposed rescissions were similar to others
proposed in the past and generally rejected by Congress.
The House Education and Labor Committee basically opposed all
of the rescissions proposed by the Administration.
* Recommendation
The recommendation assumes that the rescission for elementary
and secondary education programs, vocational education, and guaranteed student loans will be rejected. Further, the Committee recommendation assumes that changes in the Guaranteed Student
Loan program will not become effective until October 1, 1981, thus,
requiring an additional $0.45 billion in budget authority and $0.35
billion in outlays for the remainder of this fiscal year.
S Action required to implement the recommendation
The Appropriations Committee would have to reject the rescissions for those programs identified in the Administration's elementary and secondary education block grant proposals, vocational
education, and guaranteed student loans.
0 Outyear impact of the recommendation
The Committee recommendation assumes that $1.45 billion
would outlay in fiscal year 1982 as a result of not accepting the
rescissions identified above.
3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RESOLUTION

$ Administration's budget reestimated by CBO
The Administration's budget includes some major policy reductions from the January budget which are included in the Resolution. Included among these reductions are the withdrawal of the
proposed $1.2 billion Carter youth education-employment initiative
and the $234 million tax credit for nonprofit institutions, both of
which were part of the Carter administrations economic revitalization program, elimination of funding totalling $4.6 billion for the
public service employment programs under the Comprehensive
Employment and Training Act (CETA), elimination of $174 million
for the welfare reform jobs programs, reductions of $150 million in
the Federal-State employment service (Job Service), and reductions
of $40 million for various labor services programs.
0 House committee's views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the administration
budget, did not elaborate on any of these Administration reductions.
The House Education and Labor Committee in its Views and
Estimates report concluded that, with some exceptions, the programs identified above should be funded at the January budget

request level. The exceptions noted by the Committee included an
increase in funding above the January budget request level for
CETA title II-D public service employment for the structurally
employed and the CETA title IV-A youth programs.
* Recommendation
The Committee Recommendation assumes that those reductions
identified above should be approved by Congress.
eAction required to implement the recommendation
The House Appropriations Committee would have to accept certain fiscal year 1981 rescissions proposed by the Administration for
the programs identified above, as well accept the fiscal year 1982
funding levels proposed in the Administration's March 10 budget
as reestimated by CBO.
* Outyear impact of the recommendation
The recommendation will not impact on the outyear budget plan
as reestimated by CBO.
4. ELEMENTARY AND SECONDARY EDUCATION PROGRAMS
*Administration's budget reestimated by CBO
The Administration's budget proposes to consolidate some 45
elementary and secondary education programs into two block
grants: one to local education agencies and the other to State
education agencies, and reduce the fiscal year 1981 funding level
for these programs by 25 percent. The administration claims that
the administrative costs for all of these programs is approximately
13 percent and that the funding reductions being proposed will not
adversly impact on the program operating levels. The Administration assumes that the consolidation will become effective in fiscal
year 1982 and impact on the 1982-83 school year.
* House committees' views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, did not elaborate on any of the Administration reductions.
However, the Committee did note that "no appropriations can be
made for block grants until authorizing legislation is enacted."
The House Education and Labor Committee in its Views and
Estimates report recommended that the fiscal year 1981 rescissions
be rejected because local education agencies would not have sufficient time to revamp their school budgets for the 1981-82 school
year. The Committee also stated "In addition, these cutbacks would
represent a major regression in the Federal commitment to disadvantaged students and other special populations." Further, the
Committee noted that it would be unrealistic to assume that a
consolidation bill could be received from the administration in time
to be considered by Congress and enacted and implemented before
fiscal year 1982 in order that the Appropriations Committee could
fund the new Program in its regular fiscal year 1982 appropriations bill.

* Recommendation
The Committee recommendation assumes that the fiscal year
1981 program level will remain the same as was contained in the
Further Continuing Appropriations, Fiscal Year 1981. Further, the
recommendation assumes that there will be a 10 percent reduction
from the fiscal year 1981 funding level for fiscal year 1982 for those
programs identified in the Administration's block grant proposals
for elementary and secondary education. This will require an additional $0.5 billion in budget authority in fiscal year 1982. However,
the Committee does not take a position on the consolidation proposal and assumes that the issue of consolidation will be addressed by
the legislative committee with jurisdiction over these programs.
*Action required to implement the recommendation
The House Appropriations Committee would have to reject the
Administration's fiscal year 1981 rescission for those programs
identified by the President for inclusion in the elementary and
secondary education block grant programs. Further, the House
Appropriations Committee would have to reduce the funding levels
for these programs by only 10 percent in fiscal year 1982 from
their fiscal year 1981 funding level.
* Outyear impact of the recommendation
The recommendation assumes that the funding level for these
programs will be held steady in the outyears. In fiscal year 1983,
the recommendation is above the President's plan by $0.3 billion in
budget authority and $0.4 billion in outlays and in fiscal year 1984,
the recommendation is $0.05 billion in budget authority and $0.2
billion in outlays above the Administration's plan.
5. VOCATIONAL EDUCATION

*Administration's budget reestimated by CBO
The Administration's budget proposes to reduce vocational education funding in fiscal year 1981 by 25 percent from the current
level of $799 million to $584 million and increase the revised fiscal
year 1981 level by 6.6 percent in fiscal year 1982.
* House committee's views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, did not have any views on the earlier proposals to reduce
funding for vocational education.
The House Education and Labor Committee recommended rejecting the proposed fiscal year 1981 rescission and funding the vocational education program at the Carter fiscal year 1982 budget
level of $779 million.
* Recommendation
The Committee recommendation assumes that the fiscal year
1981 rescission for vocational education will be rejected and that
the program will continue to be funded at $779 million in fiscal
years 1981 through 1984.

*Action required to implement the recommendation
The House Appropriations Committee would have to reject the
Administration's proposed rescission for vocational education and
maintain the funding level for the program at $779 million.
* Outyear impact of the recommendation
The Committee's recommendation is $0.15 billion in budget authority and outlays above the Administration's plan for both fiscal
years 1983 and 1984.
6. GUARANTEED STUDENT LOANS
* Administration's budget reestimated by CBO
The Administration's fiscal year 1982 budget reestimated includes $2.6 billion in budget authority and outlays for the Guaranteed Student Loan program.
The Administration has proposed four changes to the GSL program to become effective July 1, 1981.
1. Limit the loans to "remaining need";
2. Eliminate the special allowance provided to lenders under the
new parent loan program and allow lenders to set the parent loan
interest at the market rate;
3. Eliminate the in-school interest subsidy; and
4. Eliminate the recently mandated administrative allowance for
institutions.
* House committees' views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, did not comment on the merits of the Administration's
proposed funding levels or changes to the current program.
The House Education and Labor Committee stated it "agrees tht
substantial savings can and must be made if we are to continue
(this) programs." The Committee went on to note that it is "philosophically opposed to any major substantive shift in the fundamental policy objective of making available to parents and students
who require assistance, a combination of grants and loans to finance their education"
* Recommendation
The Committee recommendation assumes a fiscal year 1982 funding level of $3.1 billion in budget authority and $3.0 billion in
outlays for the Guaranteed Student Loan program. This is $276
million in budget authority and $450 million in outlays above the
Administration's reestimated budget.
The recommendation assumes that any changes made to the
guaranteed student loan program will not be implemented until
October 1, 1981. In order to achieve the recommended funding
level, modifications to the current program are necessary. Some
modifications which could be made are as follows and are purely
illustrative: an income ceiling of $35,000 indexed for family size or
need; an increase in the rate for parent loans from 9 to 12 percent;
counting VA and SSA benefits as student resources; an incentive

for early repayment; eliminating higher loan limits for independent students.
6 Action required to implement the recommendation
The House Committee on Education and Labor would have to
revise the Guaranteed Student Loan program in order to meet the
funding level assumptions contained in the Resolution. Further,
the Education and Labor Committee would have to make the modifications permanent.
* Outyear impact of recommendation
The recommendation is $0.7 billion in budget authority and outlays above the Administrations fiscal year 1983 plan and $1.0 billion in budget authority and outlays above the fiscal year 1984
plan.
7. PELL GRANTS (FORMERLY BEOG's)

9 Administration budget reestimated by CBO
The Administration fiscal year 1982 budget reestimated assumes
$2.45 billion in budget authority and $2.4 billion in outlays for the
Pell Grant program.
The administration budget proposes to change the Pell Grant
program in the following manner beginning in fiscal year 1981.
1. Families will be required to increase their contribution towards educational costs. In fiscal year 1981, the family offset will
not be adjusted for inflation and in fiscal year 1982 the assessment
rate for a family's discretionary income will be raised from the
current 10.5 percent to 20 percent. (The Higher Education Amendments of 1980 would raise the assessment rate to 14 percent in
fiscal year 1982.);
2. Students would be required to contribute a $750 "self-help
contribution" toward their college expenses;
3. Calculations of "college expenses" would be returned to the
definition that existed prior to the Amendments of 1980;
4. Institutions would not receive the administrative allowances
mandated in the amendments of 1980.
* House committees views and estimates
The Appropriations Committee, which submitted its views and
estimates before the official transmittal of the Administration
budget, did not comment on the merits of the Administration's
proposed funding levels or changes to the current program.
The House Education and Labor Committee stated that it
"agrees that substantial savings can and must be made if we are to
continue (this) program." The Committee went on to note that it is
"philosophically opposed to any major substantive shift in the fundamental policy objective of making available to parents and students who require student assistance a combination of grants and
loans to finance their education."

* Recommendation
The Committee fiscal year 1982 recommendation assumes $2.65
billion in budget authority and $2.45 billion in outlays for the Pell
Grant programs.
The recommendation assumes that the Pell Grant program
would be modified for fiscal year 1982. The recommendation could
be achieved with modifications similar to the following and are
purely illustrative: calculations of "college expenses" could use the
definition that existed prior to the amendments of 1980; families
with incomes at or below $25,000 would contribute 14 percent of
their discretionary income toward the college costs; do not inflate
the family living allowance adjustment in fiscal year 1982.
* Action required to implement the recommendation
The House Education and Labor Committee would have to revise
the Pell Grant program in order to achieve the savings assumed in
the Resolution. If the Committee on Education and Labor is unable
to achieve the savings assumed in the Resolution, the committee on
Appropriations would have to cap the Pell Grant program and
provide for a substantially reduced maximum award.
* Outyear impact of the recommendation
The Committee recommendation is $0.45 billion in budget authority and $0.25 billion in outlays above the President's fiscal year
1983 plan and $0.35 billion in budget authority and $0.45 billion in
outlays above the fiscal year 1984 plan.
8. INDIAN EDUCATION
* Administration's budget reestimated by CB0
The Administration's fiscal year 1982 budget, as reestimated by
CBO, would provide $0.35 billion in budget authority and outlays
for Indian education. This is $0.05 billion below the January request for Indian education programs.
* House committees' views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, made the following comments of Indian programs within
Function 500:
Bureau of Indian Affairs.-Full phase II construction funding for
the eight new Indian schools begun in 1980 and 1981 is not included in the 1982 request. Further, no allowance has been made to
begin construction of any new schools. In addition, the 1982 request
does not include funds to fully implement the facility improvement
and repair program started by the committee in fiscal year 1979.
Indian Education.-The January request is $20 million above
1981, an adequate request.
The House Education and Labor Committee did not concur "in
the President's proposal to eliminate funding of the Snyder Act
and Tribally Controlled Community College programs, nor does it
concur in the reduced funding for Title XI of the elementary and
Secondary Education Act.

* Recommendation
The Committee recommendation assumes that the fiscal year
1981 funding level will be maintained and that the funding level
for fiscal year 1982 through 1984 will be the same as proposed in
the January budget. The January 1982 budget proposed $384 million in budget authority for Indian programs within Function 500.
This is $0.05 billion more than the Reagan request.
e Action required to implement the recommendation
The House Appropriations Committee will have to appropriate
the level requested in the January fiscal year 1982 budget.
* Outyear impact of the recommendation
The recommendation is $0.05 in budget authority and outlays
over the Administration fiscal year 1983 plan and $0.10 in budget
authority and $0.15 billion in outlays over the Administration
fiscal year 1984 plan.
9. OTHER EDUCATION/CULTURAL PROGRAMS
* Administration budget reestimated by CBO
The Administration budget proposed reductions of $0.55 billion
in budget authority and $0.30 billion in outlays from the January
budget for research and general education aids, including the Corporation for Public Broadcasting and the National Endowments for
the Arts and Humanities for a fiscal year 1982 funding level of $1.0
billion in budget authority and $1.2 billion in outlays.
* House committee's view and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, provided the following comments on some tentative Administration reductions.
National Endowment for the Arts.-The January request of $175
million is a 10 percent increase over 1981. Administration revision
will reduce to $88 million-50 percent below the January request.
There is strong opposition to a reduction of that magnitude.
National Endowment for the Humanities.-The January request
of $169.483 million is a 12 percent increase over 1981 level. Administration revision will reduce to $85 million-a 50 percent reduction below the January request. There is strong opposition to a
reduction of that magnitude.
Institute of Museum Services.-The January budget of $16.937
million is a 31 percent increase over 1981 level. Administration
revision will propose a rescission of $12 million from 1981 and
provide $500,000 or less for 1982. There is strong opposition to
termination of this program.
The House Education and Labor Committee had the following
comments on reductions for the National Endowments and education research programs:
"The Committee believes that some reduction may be warranted
if all are to shoulder a part of this fiscal control and budgetary
restraints burdens. However, the Committee also feels that the
Endowments have been asked to accept a disproportionate share of
77-239 0 - 81 - 11

the burden. In addition, testimony given at hearings of the Subcommittee on Postsecondary Education contradicts the Administration's rationale for instituting the proposed cuts, i.e. Endowment
support has led to a reduction of corporate and private support for
these areas. In fact, in the fifteen years of the Endowment's existence, corporate support for the arts rose from $22 million to $436
million and individual contributions increased from $226 million to
$2.7 billion. Funds from both Endowments provided crucial seed
money for thousands of projects. In 1980, for example, the $140
million awarded by the NEA helped to accomplish projects totaling
$850 million.
The Committee has received no information to justify such as
dramatic reduction in funds for education research."
* Recommendation
The Committee recommendation assumes a restoration of $100
million in budget authority and outlays for these programs. The
Committee assumes that $43 million will be used to restore the
reductions proposed for the Corporation for Public Broadcasting,
and assumes that the remaining $57 million could be used to
restore, or partially restore, the reductions proposed for the National Endowments for the Arts and Humanities, and educational
research and improvement programs.
The Resolution specifically does not incude reductions of previously appropriated funds for public broadcasting. Since 1975 the
Congress has authorized and appropriated funding for the Corporation for Public Broadcasting two years in advance. The proposal is
to protect the public broadcasting system from outside pressure
regarding sensitive programming decisions. The Administration
proposed to cut $43 million in fiscal year 1982 and $52 million in
fiscal year 1983 from these previously appropriated funds. The
Committee's functional total does not assume these proposed reductions.
* Action required to implement the recommendation
The House Appropriations Committee would have to reject the
proposed $43 million rescission for the Corporation for Public
Broadcasting and use the remaining funds to restore, or partially
restore, the reductions proposed for the National Endowment for
the Arts and Humanities and educational research and improvement programs.
* Outyear impact of the recommendation
The Committee recommendaiton is $100 million in budget authority and outlays above the Administration budget plans for
fiscal year 1983 and 1984.
10. EMPLOYMENT AND TRAINING PROGRAMS
* Administration's budget reestimated by CBO
The Administration fiscal year 1982 budget proposes $3.55 billion
in budget authority and $4.70 billion in outlays for the Comprehensive Employment and Training Act (CETA). This compares to the
fiscal year 1981 continuing resolution level of $8.00 billion in

budget authority and $8.45 billion in outlays. Along with assuming
that there will not be any additional funding for CETA title II-D
and VI, the two public service employment programs, the Reagan
budget proposes to consolidate the existing title IV-A Youth Training programs with the title II-B/C general training programs without any real increase in the funding level of the title II-B/C
training programs. The fiscal year 1981 appropriation for the title
IV-A youth programs was $875 million.
0 House committees' views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, did not comment on the Administration proposal as it
affected youth training programs.
The House Education and Labor Committee stated that it could
not "reverse its long standing support for programs to alleviate
youth employment," and endorsed, at a minimum, the level recommended in the January budget request.
o Recommendation
The Committee recommendation assumes $4.15 billion in budget
authority and $5.15 billion in outlays for CETA programs in fiscal
year 1982. This assumes a restoration of $600 million in budget
authority and $450 million in outlays for youth training programs.
The recommendation does not take a position on whether the two
training programs should be merged. The issue assumes that the
issue of program consolidation will be addressed by the legislative
committee with jurisdiction over the CETA programs.
0 Action required to implement the recommendation
The House Appropriations Committee would have to appropriate
$600 million more than that requested by the Administration for
CETA training programs.
0 Outyear impact of the recommendation
The recommendation is $600 million in budget authority and
outlays above the budget plans for fiscal years 1983 and 1984.
11. SOCIAL SERVICES CONSOLIDATION
0 Administration's budget reestimated by CBO
The Administration fiscal year 1982 budget proposes to consolidate 12 social and community services programs into one block
grant to the States and provide a funding level equal to 75 percent
of the sum of the combined programs fiscal year 1981 funding level.
The programs proposed for consolidation include title XX Social
Services (including the day care and State and local training programs), child welfare services and training, foster care, adoption
assistance, child abuse, runaway youth, developmental disabilities,
rehabilitation services, and programs within the Community Services Administration (except for economic development programs).
The Administration reestimated budget assumes $3.8 billion in
budget authority and outlays for this consolidation. The fiscal year
1981 funding level for these programs was $5.0 billion.

* House committees' views and estimates
The House Appropriations Committee, which submitted its views
and estimates before the official transmittal of the Administration
budget, did not comment on the proposed block grant.
The House Education and Labor Committee noted that it had not
been provided with details concerning the block grant proposal,
and it will give careful consideration to whatever the administration transmits to Congress. The House Ways and Means Committee
did not directly address the President's proposed social services
consolidation.
* Recommendation
The Committee recommendation assumes $4.4 billion in budget
authority and outlays for those programs identified in the Administration's block grant proposal. This is an increase of $600 million in
budget authority and outlays over the Administration's reestimated request. The Committee recommendation assumes a 12 percent
reduction in funding for these programs rather than the 25 percent
reduction assumed by the Administration. The recommendation
assumes that the issue of consolidation will be addressed by the
legislative committees with jurisdiction over these issues. The Committee assumes that if the programs are not consolidated, the title
XX funding level will be $2.6 billion.
* Action required to implement the recommendation
If the programs are not consolidated, the Ways and Means Committee would need to reduce the title XX Social Services program
ceiling to a permanent $2.6 billion, and the Appropriations Committee would have to reduce the other programs identified in the
President's block grant proposal by 12 percent from their fiscal
year 1981 level rather than the 25 percent proposed in the Administration's budget.
* Outyear impact of the recommendation
The recommendation is $400 million in budget authority and
outlays over the Administration's fiscal year 1983 and 1984 budget
plans.
12.

IMPROVED ADMINISTRATIVE PRACTICES

* Recommendation
The Committee recommendation assumes an increase of $20 million in budget authority which will enable the Federal Government
to recapture $360 million in outstanding debts and unresolved
audit findings. The appendix on improved administrative practices
provides a comprehensive detail on these savings.
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1982 CREDIT BUDGET
[In millions of dollars)
New direct loan obligations
er
et

Student financial assistance
Student loan insurance
Guarantees of SLIMA obligations
College housing loans
Total
Direct loans
On-budget..
Off-budget
Federal Financing Bank, FFB
Loan guarantees
Primary
Secondary

...

Guarantees of FFB loans

836

New loan guarantee commitments

Administra.
tion budge,

HBC
recommendation

924

924

Carter
budget

7,620

Admimstralion budget

HBC
recommendation

6,197

6,197

924
500

..

.

3,774

1,923
1,923

5,197

500
5oo

I This memorandum entry indicates the amount of oil-budget new direct loan obligations by the FFB that would be attributed to this function if
all FIB activity was distributed by function The total for new direct loan obligations by the FF8 has been recorded in Function 800
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FUNCTION 550: HEALTH
The Committee recommends $84.65 billion in budget authority
and $74.45 billion in outlays for this function. These totals represent increases of $1.40 billion in budget authority and $0.65 billion
in outlays from the Administration's budget reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
(In billions of dollars]
Fiscal year 1982 budget

Outlays

Fiscal year 19'83 plan

Fiscal year 1984 plan

Budget
authority

Biudget
authority

Outlays

Outlays

Administration's budget request, March 10, 1981
1 Reestimates (by CBO)
Changes due to economic assumptions
Other reestimates
Administration's budget reestimated

+030
-050
83.25

Major policy recommendation
2 1982 impact of 1981 policy choices ........... .....
3 Administration's reductions fully assumed i
the recommendations __
4 Medicaid funding level and program reforms
+090
5 Medicare funding level and program reforms.
6 Alternative strategy for reducing discretionary
+055
and other health programs

7 Improved administrative practices
Total difference
Committee recommendation

-005
+140

+020
+015
73 80

+020
+005
91 20

+0 15

+070

+090
+030
82 80

+0.10
+035
9950

+150
+010
9150

+205

+195

-

-090

+10.10

+145

+135

-040

...

-055

+025

+055

+050

+055

+055

-005
+065

+200

+140

+260

+160

84 65

7445

93 20

84.20

102 10

93 50

Explanation of Committee Recommendations
1. REESTIMATES
The recommendation includes CBO reestimates, which are explained in the text following the table.
FISCAL YEAR 1982
[In millions of dollars]
Admminstration's budget

Administration's budget
reestimated
Budget
authonty

Medicare
Legislative proposals
Subtotal, medicare
Medicaid
Legislative proposals
Subtotal, medicaid
Other health programs

56,718

-29
-46
-75

+499
-7
+506

18,911

18,274

+49

+29

48,187
-1,093

56,792
-74

56,793

47,094

18,862

18,244
1,038

BudgetsOutdaet
authority

48,686
-1,086
47,600

56,821
-28

-1,280

Outlays

Differences
Administration's budget
reestimated anginal
budget submission

-1,431

-1,151

17,582

17,206

17,480

17,123

9,084

9,147

9,084

9,102

-151

-102

-112

-83
-45
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FISCAL YEAR 1982-Continued
[in millions of dollars
Administration's budget
Budget
authority

Subtotal, other
Total

Budget
authority

Outlays

- 7

-7

Legislative proposals

Administration's budget
reestimated

-7

Orfferences
Administration's budget
reestimated original
budget submission
Budget
Outlays
authority

Outlays

7

9,078

9,140

9,078

9,095

83,451

73,440

83,275

73,818

-45
- 177

+378

The CBO upward reestimate of outlays results primarily from
differences in economic assumptions. The reestimates are based on
assumptions of higher utilization and higher prices for hospital
goods and services than were assumed in the Administration's
request. The increases result in increased costs for the medicare
and medicaid programs. In addition, these higher medicaid costs
would mean that the potential savings from a medicaid cap would
be greater than the amount estimated in the Administration's
budget. Therefore, the CBO reestimates reflect higher savings resulting from the Administration's legislative savings proposal.

2. 1982 IMPACT OF 1981

POLICY CHOICES

* Administration's budget reestimated by CBO
The Administration's budget includes fiscal year rescissions totalling $0.65 billion in budget authority and $0.20 billion in outlays
for health programs. The rescissions would have the effect of reducing funds currently available for a wide range of discretionary
health services, research, manpower and training, and consumer
and occupational safety and health programs.
The Administration's budget also requests $0.10 billion in budget
authority for fiscal year 1981 supplemental funding to cover onetime costs resulting from terminating certain Public Health Service employees by the end of fiscal year 1981.
The table below reflects the changes requested by the President:
FISCAL YEAR 1981 RESCISSIONS AND SUPPLEMENTALS
IIn millions of dollars]

Budget

Outlays

authority

Rescissions.
Health services
Health research
.......
Health education and manpower training
..............................
Occupational safety and health ........ ............
Total, Rescissions

.

Supplementals: Health Services .....
Less than $25,000,000

......

......

273
85
316
()

100
41
45
(I)

.....

674

186

...

121

35

.
...

Second budget resolution for fiscal year 1981
The Second Budget Resolution for fiscal year 1981 included
$10.00 billion in budget authority and $9.40 billion in outlays for
health programs other than medicaid and medicare. Most of these
are discretionary activities. The Administration's fiscal year 1981
request for the programs after rescissions is $9.40 in both budget
authority and outlays.
* Recommendation
The recommendation assumes rescissions of $0.35 billion in
budget authority for health programs, about one-half of the total
rescissions proposed in the Administration's budget. Discontinuing
many of the programs so late in the fiscal year would tend to
severely disrupt program activity. The recommendation assumes
sufficient funding to continue the health planning, professional
standards review organizations (PSRO's), and social science emphasis in research and training activities in the Alcohol, Drug Abuse
and Mental Health Administration. Continuation of these programs is consistent with policy recommendations made for fiscal
year 1982.
The recommendation also assumes supplemental funding required for severance costs for employees of the Public Health Service hospitals and clinics. In addition, $23 million is assumed for a
fiscal year 1981 supplemental to provide Indian sanitation facilities
for housing expected to be completed by Federal agencies in the
current fiscal year.
The recommendation increases fiscal year 1982 outlays by $0.15
billion over the President's request.
* Outyear impact of recommendations
The recommendation would increase fiscal year 1983 outlays by
$0.10 billion compared to the President's request.
*

3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATIONS

*Administration budget reestimated by CBO
The Administration's budget as reestimated by CBO includes
savings of $0.10 billion in budget authority and $1.10 billion in
outlays resulting from medicare program reforms. Among the actions proposed are elimination of the reimbursement bonus for
routine hospital nursing care, repeal of the provisions in the 1980
Omnibus Reconcilidtion Act to delay hospital payments under the
medicare periodic and interim payments system (PIP), and repeal
of certain benefit expansions which were enacted as part of the
1980 Omnibus Reconciliation Act. Also included are outlay savings
of $0.50 billion in fiscal year 1983 and $1.60 billion in fiscal year
1984 from a competitive health care model, which currently is
being developed by the administration.
The Administration's budget also proposes to terminate the entitlement to comprehensive health care for merchant seamen and to
close the Public Health Service (PHS) hospitals and clinics. The
changes proposed would save $0.10 billion in budget authority and
outlays in fiscal year 1982.

* House committees views and estimates
The Ways and Means Committee has indicated that the medicare
savings total proposed by the Administration can be achieved but
has not specified the actions that will be taken. The Energy and
Commerce Committee proposes to review the PHS hospitals and
clinics and to phase-out those which are not performing effectively.
The Merchant Marine and Fiseries Committee has indicated their
intention to continue the health care entitlement for merchant
seamen.
* Recommendation
The recommendation assumes savings in the Medicare program
of $0.10 billion in budget authority and $1.00 billion in outlays
from the reforms proposed by the Administration. The difference of
$0.10 billion in outlay savings reflects the policy choice in the
recommendation to retain funding to implement the Reconciliation
Act provisions which eliminate the limit on the number of covered
home health care visits and which provide coverage for pneumonia
vaccines to the elderly (discussed under issue 5)
The Committee notes that the PIP change, which now is being
repealed, originally was enacted to achieve fiscal year 1981 savings
through the reconciliation process. The Committee expects that
changes in PIP would not be recommended again as a means of
achieving fiscal year 1982 reconciliation savings.
The recommendation also assumes $0.10 billion in budget authority and outlay savings resulting from termination of the merchant
seamen health care entitlement and closure of the PHS hospital.
However, the Committee urges the Appropriations Committee to
examine each of the eight hospitals to determine whether a valid
community health purpose remains after the seaman eligibility is
terminated. The Committee understands that at least three of the
hospitals provide important and continuing health care to segments of the community. The recommendation asumes $25 million
above the Administration's request for the hospitals and clinics to
be used to assist in transferring hospital facilities to communities
where the Appropriations Committee determines that there is a
valid interest and plan for assuming control of the hospital.
* Action required to implement recommendation
The savings recommended for medicare will require statutory
changes to be recommended by the Ways and Means Committee.
The changes in the merchant seaman entitlement and PHS hospital operations will require statutory changes to the Public Health
Service Act and other legislation under the joint jurisdiction of the
Merchant Marine and Fisheries and the Energy and Commerce
Committee.
* Outyear impact of recommendation
The recommendation assumes outlay savings $0.90 billion in
fiscal year 1983 and $2.20 billion in fiscal year 1984. These outlay
savings include $0.50 billion in fiscal year 1983 and $1.60 billion in
fiscal year 1984 which would result from a competitive health care
model. The Committee urges the administration to proceed expeditiously in the development of such changes to the health care

financing system. However, savings to be derived from the competitive health care model are not included in reconciliation since the
legislation cannnot be developed within the time frame required
for the reconciliation bill.
4. MEDICAID FUNDING LEVEL AND PROGRAM REFORMS

*Administrations's budget reestimated by CBO
The Administration's budget reestimated includes $17.50 billion
in budget authority and $17.10 billion in outlays for the medicaid
program. The Administration's budget proposes savings of $1.40
billion in budget authority and $1.15 billion in outlays resulting
from the imposition of a cap on Federal medicaid payments. The
cap would limit fiscal year 1982 Federal medicaid payments to 5
percent of the total of such payments for fiscal year 1981.
* House committee views and estimates
The Energy and Commerce Committee has indicated its intention to recommend reforms to achieve fiscal year 1982 savings of
$0.30 billion in budget authority and outlays in the medicaid program. Approximately $0.10 billion of the savings would result from
immediate collection of disallowed claims.
* Recommendation
The recommendation assumes $18.40 billion in budget authority
and $17.80 billion in outlays for medicaid. These amounts are $0.90
billion in budget authority and $0.70 billion in outlays above the
Administration's budget reestimated. The recommendation assumes legislative reforms which will save $0.50 billion in budget
authority and $0.45 billion in outlays.
The Committee recommends that the Administration's proposed
cap on Federal medicaid expenditures be rejected, and that alternative program reforms be enacted. The cap does nothing to address
the overall problem of rising health care costs which is the cause of
rapid increases in medcaid program requirements. Under a cap on
Federal payments, health care costs could continue to rise, and
could be shifted to other payers, including medicare and the States.
To the degree that these costs are shifted to medicare, the Federal
Government would not achieve the savings anticipated by the administration. In its analysis of the Administration's budget proposals, the GAO indicated that there is considerable potential for
States to shift additional costs to medicare for approximately 4
million persons who have dual eligibility for medicare and medicaid coverage. GAO indicates that medicare costs could be increased
by at least $0.20 billion annually if States discontinued paying the
$204 hospital deductible for indigent medicare beneficiaries.
Additionally, some medicaid costs not covered by the Federal
Government under the cap could be shifted to taxpayers in the
form of increased State and local taxes in areas where these levels
of government attempt to absorb the reduction in Federal medicaid
payments. Finally, an arbitrary cap on medicaid is counter to the
competitive health care model which the Administration proposes
to initiate.

The recommendation assumes that changes other than the cap
can be enacted to save $0.50 billion in budget authority and $0.45
billion in outlays. Among the available options are the development of non-institutional long-term care alternatives for persons
for whom such care would be medically more appropriate, as well
as more cost-efficient. The GAO indicates that as many as 10 to 20
percent of persons in nursing homes, for example, could remain in
their own communities if there were adequate non-institutional
support.
Another available savings reform is the immediate collection of
disallowed medicaid claims which are disputed by the States. Currently, the funds in dispute remain with the State pending resolution of the issue. Other options for achieving the savings include
mandating certain administrative practices to assure that States
are prudent buyers of services, and allowing States increased flexibility to purchase drugs, supplies and other goods through competitive procurement procedures. The Energy and Commerce Committee will, of course, consider other possible alternatives for achieving
the savings.
0Action required to implement recommendation
The legislative savings assumed in the recommendation will require that the Energy and Commerce Committee make changes in
the medicaid statute.
* Outyear impact of recommendation
The recommendation assumes that the program will require
$19.95 billion in fiscal year 1983 outlays and $21.85 billion in
outlays for fiscal year 1984. The 1984 program level reflects an
increase of 22 percent over the two years from 1982 to 1984. The
program requirements are reflected in the following table:
MEDICAID OUTLAYS
[In millions of dollars]
1982
Current law ................................. .......
. .........................
...............
....
.......18 25

Legislative savings..

.. ....

Total outlays, with legislative proposals..

.........

. .............

........... ........

-045
Q

.....
......

17 80

1983
20 55

-060
1995

1984
22.75

90

2185

5. MEDICARE FUNDING LEVEL AND PROGRAM REFORMS
0 Administration's budget

reestimated by CB0
The Administration's budget reestimated includes $56.70 billion
in budget authority and $47.60 billion in outlays for medicare. It
also includes legislative savings (discussed under Issue 3) of $0.10
billion in budget authority and $1.10 billion in outlays.
*House committee views and estimates
As discussed under Issue 3, the Ways and Means Committee has
indicated that the level of savings proposed by the Administration
can be achieved through program reforms. However, the Commit-

tee has not identified the specific program changes which are to be
made.
* Recommendation
The recommendation assumes fiscal year 1982 budget authority
of $56.70 billion and outlays of $47.20 billion. Total legislative
savings of $0.10 billion in budget authority and $1.50 billion in
outlays are assumed. These amounts include $0.10 billion in budget
authority and $1.0 billion in outlays proposed by the Administration which the Committee fully assumes, and which are discussed
under issue 3. The remaining savings of $0.50 billion in outlays are
in addition to the Administration's proposals and may be achieved
through a number of different reforms.
Among the available options to achieve the recommended savings are changes to provide incentives to States to encourage development of prospective hospital rate setting systems. Also included
is a proposal to expand existing medicare hospital rate-setting regulations to cover all services rather than just the routine services
currently covered. Another option would revise the treatment of
funded hospital depreciation in calculating medicare reimbursements so that all investment earnings are dealt with in a consistent manner in determining the costs of hospital operations.
Other available options for achieving the recommended medicare
legislative savings include increasing the use of competitive contracts for medicare claims processing; making medicare the secondary payor for persons covered under the Federal Employees Health
Benefits program; requiring employers to provide health insurance
coverage for workers over 65 years of age; and increasing the
supplementary medical insurance program deductible for inflation
based upon the annual cost-of-living adjustment for social security
payments.
The recommendation also assumes sufficient funds in 1981, 1982
and in the outyears to implement medicare coverage for the pneumococcal vaccine and to eliminate the limit on the number of
covered home health care visits. The latter is consistent with the
medicaid recommendation to develop alternatives to institutional
long-term care services.
*Action required to implement recommendation
The savings assumed in the recommendation would require the
Ways and Means Committee to propose statutory changes to the
medicare program.
* Outyear impact of recommendation
The recommendation assumes medicare outlay requirements (as
shown in the table below) of $54.60 billion in fiscal year 1983 and
$61.70 billion in fiscal year 1984. This reflects a 30 percent increase
in program requirements over the 2-year period from 1982 to 1984.
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MEDICARE OUTLAYS
[In billions of dollars]
1982

Current law ............
Legislative proposals
Total outlays, with legislative proposals

6.

1983

1984

56 10
48 70
- 1 50
1 50
1........

64 80
-3 10

54 60

6170

47 20

ALTERNATIVE STRATEGY FOR REDUCING DISCRETIONARY AND
OTHER HEALTH PROGRAMS

* Administration's budget reestimated by CBO
The Administration's budget reestimated includes $9.10 billion in
budget authority and outlays for health programs other than medicaid and medicare. The request represents a reduction from the
$9.95 billion in budget authority and $9.55 billion in outlays currently authorized under the fiscal year 1981 Continuing Resolution.
The reductions from the fiscal year 1981 levels result from the
Administration' s proposals to phase-out or eliminate a number of
health programs, combine 26 programs into block grants with 25
percent reductions in funding, and to reduce other programs by
various amounts. Among the programs which the Administration
would eliminate or phase out are the professional standards review
organization (PSRO), health planning, and various Indian health
programs.
o House committee views and estimates
The Energy and Commerce Committee noted that savings may
be realized from consolidation of some programs, but not to the
magnitude of 25 percent which the President proposed. The Energy
and Commerce Committee recommends a 5 percent reduction. The
Energy and Commerce Committee also notes that States are not
prepared to assume responsibility for many of the programs proposed for the block grant, i.e., community and migrant health
centers, and that State administrative cost could increase at least
temporarily if the Administration's block grant proposal were enacted.
* Recommendation
The recommendation assumes $9.65 billion in budget authority
and $9.50 billion in outlays for health programs other than medicaid and medicare. These amounts represent an increase of $0.55
billion in budget authority and $0.40 billion in outlays above the
Administration's request reestimated. The increases include the
impact of fiscal year 1981 rescissions and supplementals addressed
in issue 2.
The recommendation assumes a 10 percent reduction in funding
for the 26 health services and preventive health services programs
which the Administration proposed to consolidate in two block
grants and to reduce by 25 percent. These programs provide valuable health care for poor and medically underserved populations. In

the Committee's view, they could not absorb a 25 percent reduction
in funding without drastically reduction medical services.
The recommendation also assumes sufficient funding to continue
the health planning and professional standards review organization
(PSRO) activities. Until the health care financing system is reformed to encourage greater competition, the planning and PSRO
programs are the only means developed to help contain medical
costs. The Committee urges the Administration to proceed expeditiously with the development of competitive reforms.
The recommendation assumes sufficient funds to continue the
urban Indian and manpower training programs servicing American
Indian and Alaskan Native peoples. The recommendation also assumes continuation of the Indian sanitation program. Sufficient
funds are assumed in fiscal year 1982 to provide sanitation facilities for new housing which Federal agencies are scheduled to build
in 1982 and for existing housing in such communities. Continued
Federal support of these populations is based both upon their needs
and their unique relationship with the Federal Government based
upon treaties.
The recommendation assumes savings of $0.10 billion in outlays
which will result from improved cash management in the Federal
Employee Health Benefits program (FEHB). This change would
reduce the level of funds held in reserve by insurers who provide
health insurance for Federal employers. The funds would remain
in the U.S. Treasury and could be made available immediately as
they are needed by insurers.
With the exception of the specific program recommendations
discussed above, the Budget Committee has not suggested funding
levels for individual discretionary health programs. The Committee
also has not taken a position regarding whether certain health
services and preventive health services programs should be consolidated into block grants as proposed by the Administration. For
example, the Administration's budget proposes to reduce, phaseout, or terminate many programs, such as the National Health
Service Corps placement and scholarship programs. Likewise, a
number of health center and alcoholism programs were included in
a block grant to States. The absence of Budget Committee recommendations on whether particular reductions should be accepted or
programs combined into block grants should not be interpreted as
endorsement of the Administration's policies.
Within the budget authority total of $9.65 billion assumed for all
discretionary health programs, the Committee defers to the Appropriations Committee to determine specific program funding. The
decisions on block grants should be made by the Energy and Commerce Committee which has jurisdiction over the authorization of
these health programs.
* Action required to implement recommendation
The change in the level of FEHB reserves will require legislative
action by the Post Office and Civil Service Committee. The remaining recommendations regarding discretionary health programs can
be achieved through appropriation actions.
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* Outyear impact of recommendation

The recommendation assumes budget authority of $9.90 billion in
fiscal year 1983 and $10.25 billion in 1984 for health programs
other than medicaid and medicare. This reflects a 6 percent increase over the 2 years from 1982 to 1984.
7. IMPROVED ADMINISTRATIVE PRACTICES

* Recommendation
The recommendation assumes savings of $0.05 billion in fiscal

year 1982 budget authority and outlays resulting from resolution of
outstanding audits of health programs. The total amount of such
outstanding audits is $0.25 billion. The recommendation assumes

that vigorous efforts by the Executive Branch will result in the
return of 20 percent, $0.05 billion of the funds in 1982.
(For a more detailed explanation of the recommendation see
Appendix A.)
* Outyear impact of recommendation

The recommendation assumes no outyear impact.
The Committee recommendations for fiscal year 1982 through
1984 are as follows:
COMPARISON OF ADMINISTRATION'S BUDGET AND FIRST BUDGET RESOLUTION
RECOMMENDATIONS FOR FISCAL YEAR 1982
[In billions of dollars]
Administration's budget

reestinated

Budget

authonty

0nas

Oututlats

Difference

Recommendations

Budget

Outlays

Budget

authonty

Medicaid-Current law ......... . ........
Legislative savings... ........... .......
Subtotal, medicaid ..... ..........

18.90
-140
17 50

18.25
-1.15
17 10

18.90
-0.50
18.40

18.25 ........... ...
+0.90
+0.70
-0.45
+0.70
17.80
+090

....... .......
Medicare-Current law .....
Legislative savings .......................
Subtotal, medicare ..............................................

5680
-0.10
56.70

4870
-110
47.60

56.80
-0.10
5670

4870 ........
........
..... -040
-150 ......
- 0.40
47.20 ... ....

910

9.10

Other health ...............

Administrative savings ......................................
. ........... ..
Rounding .............. ..........
Total, health ......

............

....

9.65

-0.05

9.50

-0.05

+0.55

-0.05

+0.40

-0.05

- 0.05 ....
. .....- 005 . .......
83.25

73.80

84.65

74.45

+ 1.40

+065

1982 CREDIT BUDGET
[In millions of dollars]
New loan guarantee commitments
HBC
AmnsrCatr
HBC
rmmen-Adnstrabudget rion budget recommendaton
clarion

New direct loan obligations

Program:
Health services...
Health maintenance organization loan assistance

Carter

Adimnistra-

budget

tion budget

76

76

76
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1982 CREDIT BUDGET-Continued
[In millions of dollars]
New direct loan obligations
Admimistrahon budget

Health professions graduate student loans

Total

New loan guarantee commitments

HBC
datron

Carter
budget

Administrahon budget

HBC
rdommendation

(')

(,)

(1)

100

100

100

93

93

93

176

176

176

Direct loans
On-budget
Off-budget
Federal Financing Bank, FFB 2
Loan guarantees
Primary
Secondary
Guarantees of FFB Loans
Less than $500,000
This memorandum entry indicates the amount of olf-budget new direct loan obligations by the FFB that would be attributed to this function if
all FFB activity was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800
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FUNCTION 600: INCOME SECURITY
The Committee recommends $278.40 billion in budget authority
and $247.65 billion in outlays for this function, an increase of
$12.90 billion in budget authority and $3.80 billion in outlays from
the President's budget.
A description of this function including the major programs
within it appears in Appendix A.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
(inbillions of dollars]
Fiscal year 1982 budget
Budget
Outlays
authority

Fiscal year 1983 plan
Budget
Outlays
authority

Fiscal year 1984 plan
Budget
Outlays
authwity

Administration's budget request, Mar 10, 1981 .........

26180

24135

284 15

260 20

303 55

1 Reestimates (by CBO)
changes due to economic assumptions.

+240

+1.00

+2.30

+5 50

+0.80

+130
265 50

+150
243 85

+285
28930

+3.05
26875

+450
308.85

+3 95
29200

+0.45

-0.95

-0.25

+0 10

.....

+020

+015

+015

-060 .....
+0 15
+0 15

+095

+115
+030

+115

+125
+040

+065
+110
+005

+085
+115
+13.95

+085
+105
+030

+100
+090
+1650

n1n

nrn

A'~A

+3.80

+1725

Other reestimates. .

Administration's budget reestimated.
Major policy recommendation
2 1982 impact of 1981 policy choices .
3 Administration's reductions fully assumed in
recommendations ..........
4 Ways and means legislation
* Social security benefits .........
* Social security revenues .
* Unemployment compensation
* Trade adjustment assistance
* Cash assistance and low-income
energy assistance
5 Black lung ...

..

-

6.Food stamps ...............
7 Child nutrition
8 Subsidized housing .............
9.Limit pensions to active pay .
10 Improved administrative practices..
Total difference
Committee recommendation

.. N. N
+12.90

27840

24765

30665

+3.15

271 90

~nln

+1935

32820

277 15
+10.90

-060
+0 15

Al A

+340

295.40

Explanation of Committee Recomendations
1. REESTIMATES BY CBO
The recommendation includes budget authority of $3.70 billion
and outlays of $2.50 billion as a result of reestimates by the Congressional Budget Office. These reestimates include $2.40 billion in
budget authority and $1.00 billion in outlays because of economic
assumptions and $1.30 billion in budget authority and $1.50 in
outlays because of different estimating methodologies. More detail
on these differences is presented below.

77-239 0 - 81 - 12

172
* Changes due to economic assumptions
FISCAL YEAR 1982
[in billions of dollars]

Social security and other retirement programs..........
The increase in budget authority reflects higher revenue to the trust funds, and the increase in
outlays reflects higher estimated annual cost-of-living adjustments (01 percent higher in 1981
and 15 percent higher in 1982 for social security)
Unemployment compensation.....
The higher spending in fiscal year 1982 reflects the fact that the Committee's economic
assumptions result in increased outlays because average hourly earnings are assumed to be
higher than the administration estimates This assumption results in higher average benefits in
unemployment compensation
Total change due to economic assumptions.....

+200

+065

+240

+100

* OTHER REESTIMATES
Social security

...

CBO projects slightly higher growth in the number of social security recipients than the
administration assumes CBO indicates that a precise analysis of the differences between
administration and CBO estimates has been hampered by the fact that the detailed projections
provided by the actuaries of the social security administration are inconsistent with the official
budget figures

Food stamps

.......

CBO estimates lower savings primarily from two of the administration's legislative proposals
restricting eligibility to person with incomes no more than 130 percent of the poverty level and
reducing food stamp benefits to families with children receiving free school lunches

Assistance payments

+040

+035

+030

.....

Most of the difference reflects the CBO projection that the number of recipients in fiscal year 1982
will be 600,000 higher than the adminstrat:on projects

Civil service retirement

....

OMB does not reflect the impact on the civil service retirement trust fund of the annual October
pay raises until after these raises have been granted CBO anticipates the budget impact of
these pay raises so that allowance can be made for them in budget resolutionsOther
............ .
There are a number of differences between CBO and the administration on programmatic
assumptions for other income security programs For example, CBO assumes larger savings from
Trade Adjustment Assistance proposals than does the administration The CBO estimates
assumes that no person would be permitted to receive benefits for more than 52 weeks This is
consistent with the Trade Adjustment Assistance proposal confined in February 18 document, "A
Program for Economic Recovery." The administration's estimate assumes that some older
workers or trainees receive benefits for more than 52 weeks. On the other hand, CBO is
estimating somewhat higher outlays in fiscal year 1982 in Federal rail labor assistance, refugee
programs, and nutrition programs
Total other reestimates

+0 55
+030

+130

+150

2. 1982 IMPACT OF 1981 POLICY CHANGES
The Committee recommendation assumes two policy changes
from the President's requests for fiscal year 1981.
Subsidized housing
The Administration proposes a rescission of $5.1 billion in budget
authority from the funding level of $29.50 billion in budget authority, which was included in the fiscal year 1981 appropriation for
new commitments of subsidized housing units. This rescission
would reduce the number of subsidized housing commitments by
45,000. The recommendation assumes that the rescission will be

reduced to $3.15 billion which would result in an increase in outlays in fiscal year 1982 of $0.10 billion.
Food stamps
The recommendation assumes the CBO estimate of $1.30 billion
in budget authority and $1.25 billion in outlays as the required
supplemental for the food stamp program. This estimate is $90
million above the administration's request.
The recommended ceiling for fiscal year 1981 includes funding to
maintain current benefit levels for the food stamp program and
avoid any benefit reduction this year. This figure reflects the CBO
estimate of full funding needs for the food stamp program, taking
into account the House Budget Committee's economic assumptions
and the administration's statement that it can achieve $150 million
in administrative savings this fiscal year. If the administration
fails to achieve these savings or the economy worsens, more funds
will be needed. The Committee expects that current benefit levels
will be maintained and that no benefit reductions will be instituted.
3. ADMINISTRATION's REDUCTION FULLY ASSUMED IN
RECOMMENDATION

$ Administration's budget reestimated by CBO
The Administration's reductions fully assumed in the committee
recommendation are in the following programs: The Federal employee retirement program; the Federal employees injury compensation program; and the railroad retirement program.
Federal employee retirement.-Under present law, annuities received under provisions of the Civil Service Retirement Act are
fully adjusted twice each year in response to chages in the cost-ofliving as measured by the Consumer Price Index. The Administration has proposed that these adjustments be made only once each
year. Under the recommended economic assumptions, the Congressional Budget Office estimates savings from this proposal of $497
million in budget authority and $480 million in outlays.
Federalemployees injury compensation (FECA).-The Administration proposes savings of $50 million through a number of reforms
designed to reduce questionable claims and to eliminate inequities
in the Federal employee injury compensation program. First, the
Administration recommends an increase in the compensation rate
to 80 percent of gross pay, but also recommends making the entire
amount subject to Federal income taxes. This change would increase spending by $7 million in budget authority and outlays and
increase revenue by $57 million.
Second, the Administration proposes a 3-day waiting period
before a claimant can receive compensation benefits.
Third, the Administration proposes that FECA compensation recipients be converted to the civil service annuity rolls after age 65
instead of the current practice of providing life-long compensation.
Finally, the Administration recommends that the pay a person is
entitled to receive during the 45-day period a claim for compensation is being processed, be reduced from 100 percent of full salary
to 80 percent.

Railroad retirement.-The Administration proposed savings in
budget authority and outlays through a number of amendments to
the Railroad Retirement system to reduce the long-term actuarial
deficit. First, the Administration proposes an increase in industrypaid revenues by putting the contributions under the Railroad
Retirement Tax Act on an annual basis. An increase in revenues is
also proposed by extending railroad employer industry pension
contributions to the full amount of compensation paid to any employee. These two changes will add $300 million in receipts into the
Railroad Retirement Trust Fund.
Second, the Administration proposes conforming certain railroad
retirement provisions to comparable Old Age, Survivors and Disability Insurance provisions. The proposal recommends using the
social security factor in calculating the way spouse benefits are
actuarily reduced due to the early payment of benefits, i.e., changing the actuarial reduction from 880 to 1 44 of the benefit amount
for each month the spouse is under age 65 (when the pension
begins). In early retirement cases, cost-of-living benefit increases
would be reduced by the percentage of actuarial reduction in effect
when the benefit was awarded. Reductions in a survivor's benefit
which begin before age 62 would be based on the beneficiary's
actual age rather than deeming the beneficiary age 62 as in current law. A 5-month waiting period would be applied before disability benefit could be paid, as in the disability insurance program.
All of these changes follow the current Social Security Act.
Third, the Administration recommends a cap of $350 million,
rather than $500 million, on the amount that may be appropriated
each fiscal year for the payment of "windfall" benefits. This proposed cap in itself would not alleviate the current financial problems of the railroad retirement system.
Finally, the Administration recommends a deferral of the cost-ofliving adjustment, until current benefit payments are soundly
funded.
These changes in total will increase budget authority by $150
million and reduce outlays by $82 million.
* House committees' views and estimates
The Post Office and Civil Service Committee does not recommend the savings from the proposed change in the cost-of-living
adjustment in the Federal Employment Retirement program.
The Education and Labor Committee states that prior to submission of the proposals relating to federal employees' compensation
benefits and the Committee's evaluation of them, proposed reductions in budget authority are premature. The Committee on Ways
and Means does not comment on the Administration's proposal to
tax these benefits.
The Energy and Commerce Committee states that while the
Committee does not endorse the specifics of the Railroad Retirement program proposals at this time, the budget authority and
outlay changes are somewhat indicative of what must be done to
ensure an actuarily sound system. However, the committee specifically stated that it does not endorse deferral of the cost-of-living
adjustment.

Recommendation
The Committee recommends that the President's reductions in
these three programs be fully assumed.
With regard to the Federal Employment Retirement legislative
savings, the Committee feels that Federal retirees should have
benefits adjusted no more frequently than people receiving benefits
from social security which currently adjusts benefits once a year. A
recent survey on cost-of-living adjustments available to private
sector retirees (Bankers Trust Corporate Pension Plan Study, 1980)
found that in 325 pension plans covering over 8 million employees,
only 4 percent provided COLA adjustments based on changes in the
Consumer Price Index, and in most of these plans increases were
limited to no more than 4 percent per year. It should also be
pointed out that annuities would still keep pace with inflation. The
Consumer Price Index upon which these adjustments are based is a
compounding measurement, and, as a result, an adjustment after
12 months raises the annuity to the same amount as the total of
two increases granted after 6 months each. The real difference for
an annuitant is that checks would remain constant for 12 months
rather than increasing after 6 months.
In the area of Federal employees' injury compensation, the Committee feels that in an era when all sectors of society are being
called upon to restrain the growth of government, it is inequitable
to provide Federal employees with an injury compensation system
which overcompensates Federal employees relative to the compensation received by private sector employees for similar injuries.
The Committee concurs with the position taken by the Energy
and Commerce Committee that legislation is needed this year to
restore the Railroad Retirement System to actuarial soundness.
The Committee assumes the revenue and benefit proposals of the
Administration as an illustrative way to achieve this objective.
eAction required to implement recommendation
Achievement of these savings will require action by the Post
Office and Civil Service Committee, the Foreign Affairs Committee
(Federal Employment Retirement), the Education and Labor Committee (Federal Employees Compensation), and the Energy and
Commerce Committee (Railroad Retirement). The Ways and Means
Committee will need to act on the proposals which require changes
in revenue.
* Outyear impact of the recommendation
the following table indicates the budget authority and outlay
impact of the recommendation over the next 5 years. The estimates
are based on the economic projections assumed in the Resolution.
LEGISLATIVE SAVINGS IN RECOMMENDATION
[In billions of dollars]

1982

Budge!
authority
Annual COLA for Federal retirees
Federal employee worker compensation

- 050
+001

t

1983

l

authority
Bugo
utlays

-050
+0.01

-050
+001

1984

authority
-- 050
+001

Budget
ouly
utlaysauhrt
-0,50
+ 0 02

-045
+ 0 02

LEGISLATIVE SAVINGS IN RECOMMENDATION-Continued
[In billions of dollars)
1982
Budget
authority

1984

1983
Outlays

Budget
authority

Outlays

Budge
authority

ulays
uly

Revenue increase
Railroad retirement
Revenue increase

4.

WAYS AND MEANS LEGISLATION

*Administration's budget reestimated by CBO
The Administration has proposed savings of $3.15 billion in
budget authority and $6.20 billion in outlays for legislation under
the jurisdiction of the Ways and Means Committee. The following
table summarizes the proposals as reestimated by CBO using the
economic assumptions which accompany this Resolution.
FISCAL YEAR 1982 SAVINGS
[in billions ol dollars]

Social security:
Elimination of minimum benefit
................ ..
........ ....... ........
Phaseout of student benefit ...............
............... .........
......
........ .......
Disability reforms ........ ...........
..............................Elimination of death benefit, except for entitled survivors ..............
..
Elimination of funding for the vocational rehabilitation program .............................
Higher interest income resulting from reduced spending
.................
. .... ....
Subtotal, social security
Unemployment compensation
Changes in determining eligibility for extended benefits, including elimination of the national trigger
and not counting persons receiving extended benefits in determining the insured unemployment
rate

....

Deny unemployment benefits to persons who leave military service voluntarily
Subtotal, unemployment compensation
Trade adjustment assistance Reduce benefits to the amount provided under unemployment compensation
and limit the duration of benefits to 52 weeks
.
Aid to families with dependent children (AFDC) and child support enforcement The Administration
proposes 21 changes to the AFDC program, the most sugnificant of which would tend to reduce
benefits for persons with earnings, and five changes to the child support enforcement program
Supplemental security income Determine benefits on past income rather than anticipated income
.....
Low-income energy assistance Reduce funding by 25 percent and fold into a block grant
...........
Total all programs

+ 030
...
+0 10

- 10(
-1 0(
010
-o 2(
-00

+040

-2.40

-030
-030
-060

-055
-030
-085

-135
-110
-005
-045

-110
-005
-045

-3 15

eHouse committee's views and estimates
The Ways and Means Committe recommends that the budget for
fiscal year 1982 assume net outlay reductions of $6.5 billion. For
purpose of making its estimates in conjunction with the First
Budget Resolution, the Committee has used the Administration's
economic assumptions to determine current law revenues and pro-

gram outlays. However, the Ways and Means Committee stated
that ".

we recognize that the Budget Committee may decide to

base its estimate on somewhat different assumptions. To the extent
that this is done, appropriate adjustments should be made in the
revenue and outlay estimates."
* Recommendation
The recommendation assumes savings of $2.45 billion in budget
authority and $4.00 billion in outlays in legislation under the jurisdiction of Ways and Means Committee. The recommendation also
assumes increases in revenue totaling $2.30 billion, including reduced tax expenditures of $1.00 billion and increased social security revenue of $1.3 billion, the reduction to the deficit would total
$6.10 billion, a total comparable to that recommended by the Ways
and Means Committee.
The recommended spending reduction are in five basic areas:
Social security benefits; social security revenues; Unemployment
Compensation; Trade Adjustment Assistance; and Cash Assistance
and Low-Income Energy Assistance.
Social security benefits.-The recommendation includes outlay
savings of $1.30 billion rather than the budget authority increase
of $0.40 billion and outlay savings of $2.40 billion, which is the
CBO reestimate of the Administration's proposed savings. Illustrative ways to achieve these savings include the following changes to
existing law which, if totally enacted would yield savings of $1.45
billion.
-Minimum benefit.-Under current law, a minimum initial
payment of $122 per month is given to social security recipients who, under the normal benefit formula, earned a lesser
amount.
The Committee recommends eliminating this minimum
benefit and paying social security recipients only their
"earned" benefits, no longer giving an artificial minimum
amount above their earned benefits. Unlike the administration's proposal, however, the Committee recommends eliminating the benefit in fiscal year 1982 for new beneficiaries
only and in fiscal year 1983 for current beneficiaries. The
one-year delay for current beneficiaries will enable the
change to be implemented in an orderly way and will provide some notice to the 3 million persons who potentially
will be affected. This proposal would result in outlay savings
of $0.05 billion in fiscal year 1982 and $1.1 billion in fiscal
year 1983.
-Student benefit.-Under current law, full-time adult students
age 18-21 receive social security payments as dependents of
retired, disabled or deceased workers. Approximately 800,000
adult students now receive these payments. The average
adult student payment is $255 per month and ranges from a
low of $20 to a high $700. Unlike the Administration phaseout proposal, however, the Committee recommends phasing
out this student benefit by eliminating the benefits for students starting their higher education after the academic
year 1982-1983 and ending the annual cost-of-living adjustment. Benefits for students attending school during the

summer months would be eliminated after the academic
year 1981-1982. This proposal would result in outlay savings
of $0.40 billion in fiscal year 1982.
-Disability insurance.-Disability insurance benefits replace
worker's earnings (due to their inability to work) for the
worker and the family. Both GAO and Social Security Administration studies show that hundreds of thousands of current recipients are not currently disabled but still receive
payments. Benefits larger than a disabled worker's prior
earnings may induce some individuals to apply for or remain
on the disability insurance rolls even though they could
work and support themselves. The Committee recommends
assuming the reforms proposed by the Administration to the
Disability Insurance program, including the proposed "megagap" on total benefits which would limit disability benefits
so that they do not exceed a worker's prior after-tax earned
income (about 80 percent of earnings), adjusted for inflation
and more strict recency of work requirement. These proposals would result in outlay savings of $0.10 billion in fiscal
year 1982.
-Death benefits.-Under current law, lump sum death payments of $255 are made when an insured worker dies, regardless of whether there are surviving family members.
Typically, payments go directly to funeral home operators.
The Committee recommends eliminating the death benefit
when there is not a surviving relative who is eligible to
receive social security benefits. This proposal would result in
outlay savings of $0.20 billion in fiscal year 1982.
-Survivor benefits.-The Committee recommends that the
benefits which are paid to a surviving spouse with child care
responsibilities be eliminated when the youngest child
reaches age 16 unless the spouse is old enough to qualify for
old age and survivors benefits. This proposal would result in
outlay savings of $0.50 billion in fiscal year 1982.
-Earnings test.-The Committee recommends changing the
age at which the retirement test no longer applies to age 71
in 1982, instead of age 70 as scheduled under current law.
This proposal would result in outlay savings of $0.20 billion
in fiscal year 1982.
Social security revenues.-The Committee recommendation assumes an increased revenue of $1.30 billion to the social security
trust fund (and, therefore budget authority) from legislation requiring State and local governments to make more frequent deposits of
payroll tax revenues.
Unemployment compensation.-Federal law provides that the
length of time a person can receive unemployment benefits in a
State is increased by 13 weeks when the insured unemployment
rate (IUR) reaches specified levels in either the State ("State trigger") or the nation as a whole ("National trigger"). These extended
benefits must be paid when a State's insured unemployment rate
has averaged at least 4 percent for 13 weeks, and is at least 20
percent higher than that in the cooresponding period of the prior 2
years. States can, and many do, pay these extended benefits when
their insured unemployment rate averages at least 5 percent for 13

weeks, regardless of the rate in the prior two years. These benefits
are paid in all States when the national insured unemployment
rate averages 4.5 percent for 13 weeks. The insured unemployment
rate is calculated by dividing the number of people receiving unemployment insurance, including those receiving extended benefits, by
the number of people in the labor force covered by unemployment
insurance.
The Committee recommendation assumes savings of $0.60 billion
in budget authority and $0.85 billion in outlays in fiscal year 1982,
which is the CBO reestimate of the following proposals in the
Administration's budget:
* Ignore persons receiving extended benefits in determining
the insured unemployment rate and eliminate the national
trigger for extended benefits, which requires payment of extended benefits even in States with low unemployment rates.
The change in the calculation procedure for determining the
insured unemployment rate would result in outlay savings of
$0.55 billion in fiscal year 1982. The Committee economic
forecast assumes national trigger would not be in effect, so
no savings result from elimination.
* Deny unemployment benefits to persons who voluntarily quit
military service. Currently, most members of the armed
forces who have served at least one-year are eligible for 26
weeks of unemployment compensation benefits in most
States. Unlike civilian workers, ex-service members may
draw benefits even if they quit their job voluntarily. This
proposal would result in outlay savings of $0.30 billion in
fiscal year 1982.
The recommendation does not assume any savings starting
in fiscal year 1983 from the Administration's proposal that
after workers have received unemployment benefits for 13
weeks or more, they be required to accept jobs which pay
either the minimum wage or an amount equal to unemployment benefits. This proposal would have saved $0.30 billion
in fiscal year 1983. The Committee recommendation assumes
savings of $0.90 billion in outlays in fiscal year 1983 from a
proposal to require 20 weeks of employment in the base
period for a worker to be eligible for unemployment benefits.
The administration proposed that the 20 week work requirement apply only for extended benefits. The Committee recommendation also assumes starting in fiscal year 1983 the
Administration's proposal to increase the State trigger for
insured benefits.
Thade adjustment assistance.-Tradeadjustment assistance benefits are paid to workers whose loss of work is attributed, at least in
part, to imports. The benefits equal 70 percent of the workers
previous gross wages for up to 52 weeks, with a current maximum
of $289 a week. These benefits can be paid at the same time as the
worker is receiving unemployment insurance benefits, although the
resulting total weekly payment does not exceed the Trade adjustment assistance amount.
The Committee recommendation assumes the Administration's
budget proposal to limit benefits to 52 weeks and to amounts not
exceeding regular unemployment benefits as recommended by the

General Accounting Office. The revised estimate of savings is reduced by $0.15 billion in budget authority and outlays to permit
added legislative flexibility in reforming the program. This proposal would result in outlay savings of $1.185 billion in fiscal year
1982.
Cash assistance and low-income energy assistance.-The Committee recommendation assumes savings of $0.65 billion in budget
authority and outlays, rather than the savings of $1.60 billion in
budget authority and outlays which is the CBO reestimate on the
President's proposed savings. The following are illustrative ways of
how these savings could be achieved:
Assume legislative savings of $0.50 billion in budget authority
and outlays, which is the amount proposed in the January budget
to be achieved by:
-Simplifying the treatment of work expenses;
-counting the earned income tax credit in determining AFDC
benefits;
-counting income of a step-parent in determining AFDC benefits;
-reforming the child support and enforcement program.
Assume legislative savings of $0.05 billion in budget authority
and outlays in the supplemental security income program by requiring that benefits and eligibility be based on past, rather than
anticipated income; and
Reduce funding for the low-income energy assistance program by
$0.10 billion in budget authority and outlays from the fiscal year
1981 level of $1.85 billion in budget authority and outlays.
Action required to implement recommendation.-Achievement of
these saving will require action by the Ways and Means Committee.
Outyear impact of the recommendation.-The following table indicates the outlay impact of the recommendation over the net 3
years. The estimates are based on the economic projections assumed in the Resolution.
LEGISLATIVE SAVINGS IN RECOMMENDATION
[In billions of dollars
Fiscal year-

Social security benefits

................

---..........

Unemployment compensation

.....

Trade adjustment assistance
......
Cash assistance and low-income energy assistance

Tot .. .

....

.....................

. .... ..
.............

............................................

1982

1983

- 1 30
- 20
- 0 65

- 300
- 1 35
-070
- 0 70

-4 00

-575

- 0 85

...
...

1984

- 4 25
- 135

-040
-070

-6-70

5. SPECIAL BENEFITS FOR DISABLED COAL MINERS

*Administration's budget reestimated by CBO
The administration intends to propose benefit changes and to
increase the coal tonnage tax but has not yet submitted out the

details. Therefore, no budgetary impact is reflected in the President's budget revisions.

* House committee's views and estimates
The Education and Labor Committee does not recommend savings from any changes to current law. The Committee on Ways and
Means which has jurisdiction over revenue to the trust fund does
not discuss this program in its recommendations.
* Recommendation
The recommendation assumes a revenue increase of $200 million
(which is counted as budget authority) to improve the financial
solvency of the Black Lung trust fund. This fund is currently
financed by an excise tax on all coal sold of 50 cents per ton for
coal from underground mines and 25 cents per ton for coal from
surface mines, or 2 percent of the sales price, whichever is lower.
The trust fund is insolvent at this time for three reasons: the huge
backlog of budget claims that were finally processed in 1979-80
which resulted in large one-time lump sum payments; the vast
majority of claims are contested by coal operators resulting in
large borrowing by the trust fund from general revenues pending
resolution of disputed claims; and provisions in the Act which
require the trust fund to borrow at the prevailing interest rate but
allow the coal operators to repay the trust fund with 6 percent
interest. The Committee recommends that the tax on coal be increased to two percent of the tonnage price of coal. It further
recommends that coal mine operators pay interest at the prevailing
Treasury note rate (rather than 6 percent) on contested claims
which are upheld on appeal. The proposals increase revenue, and
thus budget authority, to the Black Lung trust fund. The deficit is
reduced by $0.20 billion as a result of the tax increase.
*Action required to implement recommendation
Achievement of these savings will require action by the Education and Labor Committee and the Committee on Ways and Means.
* Outyear impact of the recommendation
The following table indicates the outyear impact of the recommendation over the next 5 years. The estimates are based on the
economic projections assumed in the Resolution.
LEGISLATIVE SAVINGS IN RECOMMENDATION
[In billions of dollars]

BA and revenue

1982

1983

1984

+020

+030

+0,40

6. FooD STAMPS
*Administration's budget reestimated by CB0
The Administration's budget requests funding under current law
for the Food Stamp program of $12.45 billion in budget authority
and $12.30 billion in outlays, based on the House Budget Committee economic assumptions.

182
The Administration proposes to reduce these funding levels
through savings of $1.65 billion in budget authority and outlays
from the following proposals:
[In bilhons of dollars
Fiscal year 1982 savings
Budget

authority

Outlay

0 Lower gross income eligibility to 130 percent of the poverty level (about $11,000 for a family of 4)

-0 10

-0 10

* Delete September-to-December projection of the price index in computing allotments, repeal separate
dependent care deduction, and continue medical deduction for the elderly at $35 rather than $25
* Freeze shelter and standard deductions allowed in deriving monthly food stamp allotment
* Prorate first month's benefits when application is made inthe last half of the month ...
* Calculate eligibility on the basis of a household's prior month's income and require monthly reporting

-045
-0 10
-0 20

-0 45
-010
-020

* Reduce food stamp allotments for free school lunches

of income

..

* Combine nutrition programs for Puerto Rico into a block grant (food stamp portion)
* Administrative savings which do not require legislation
Total savings

-035

+()

-030
-0 15
-165

-0 35

+()

-030
-0 15
-165

Less than $25,000,000

*

House committees' views and estimates

The Agriculture Committee recommends that the First Budget
Resolution for Fiscal Year 1982 assume a funding range for the
Food Stamp program of $10.75 billion in budget authority (which is
the Administration's March 10 request after legislative savings) to
$12.90 billion in budget authority (whch is the January budget
request.)
The Committee also recommends a $1.35 billion supplemental
appropriation for fiscal year 1981 noting that legislation will be
necessary to increase the present program cap in order to continue
the program through fiscal year 1981. This supplemental is discussed in Major Policy Recommendation 2: 1982 impact of 1981
policy choices.
* Recommendation
The recommendation assumes funding of $11.45 billion in budget
authority and $11.30 billion in outlays for the Food Stamp program. This level is $650 million in budget authority and outlays
above the Administration's request. The recommendation assumes
savings of $1.00 billion in budget authority and outlays. The savings could result from the following illustrative set of changes in
the Food Stamp program:
[In billions of dollars]
Fiscal year 1982 savings
Budget

authority

* Lower gross income eligibility to 130 percent of the poverty level (about $11,000 for a family of 4,

* Delete September-to-December projection of the price index in computing allotments, repeal separate
dependent care deduction, and continue medical deduction for the elderly at $35 rather than $25..
* Eliminate food stamps benefits for persons who also pay room and board and are served meals
(boarders)

.

Outlays

-0 15

' -0 15

-045

-0.45

-0 05

005
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[In billions of dollars)
Fiscal year 1982 savings

Prorate 1st month's benefits when application is made inthe last half of the month
0 Calculate eligibility on the basis of a household's prior month's income and require monthly reporting
. .. ..
....
of income
* Administrative savings which do not require legislation .. .. . .
0

Total savings

.

....

authory

Budget

Ouly
Outlays

-0.20

-0.20

+ (2)

+ (2)

-015

-0 15

-1.00

- 100

Savings increase over Administration's proposal since block grant to Puerto Rico is not assumed in the recommendation
Less han $25,000,000

* Action required to implement recommendation

The cost of the Food Stamp program is subject to control through
the appropriations process. However, to achieve permanent savings
in an orderly manner, the Agriculture Committee will be required
to adjust benefits and modify eligibility.
e Outyear impact of recommendation

The recommendation would result in legislative savings of $1.20
billion in budget authority and outlays in fiscal year 1983 and $1.50
billion in budget authority and outlays in fiscal year 1984, which is
about $1.00 billion in budget authority and outlays below the Administration's request for fiscal years 1983 and 1984.
7. CHILD NUTRITION
* Administration's budget reestimated by CB0

The Administration's budget requests funding under current law
for the child nutrition programs of $5.65 billion in budget authority
and $5.35 billion in outlays based on the House Budget Committee
economic assumptions.
The Administration proposes to reduce these funding levels
through legislative savings of $2.30 billion in budget authority and
$2.10 billion in outlays, including a reduction of $0.35 billion in
budget authority and $0.30 billion in outlays below the January
budget request for the Special Supplemental Food (WIC) program.
The President proposed savings include the following:
[in billions of dollars]
Fiscal year 1982 savings
Budget
authority

Eliminate reimbursement to schools for meals served to children from families with incomes over
$15,630 (185 percent of poverty) Under current law, the per meal subsidy will be 39 5 cents
Make permanent the 1-year savings contained in Public Law 96-499, the Budget Reconciliation Act.
Change reduced-price meal eligibility from 195 percent to 185 percent of poverty and not allow a
standard deduction

................

....

0 10

..........

Reduce subsidies for families with annual incomes between 125 and 185 percent of poverty participating
inthe reduced price meal program to half of the free meal subsidy Under this provision, the per meal
subsidy for reduced price meals would be about 64 cents ..............................
. ... .
Eliminate subsidies for the summer feeding program, child care snacks, and the special milk program in
schools with federally subsidized meal programs

-0.80
-045

....

-0.15
-

030

O

outlays

-015
-0.40
-010

-0.15
- 030
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[In billions of dollars]
Fiscal year 1982 savings

Budget
authority

Eliminate funding for new food-service equipment for schools, grants to States for nutrition education and
training, and subsidies to private schools with tuitions above $1,500
.........
Improve income verification in free and reduced-price meal programs
Consolidate into a block grant all nutrition assistance to Puerto Rico (child nutrition portion)
Reduce funding for the special supplemental food (WIC) program by 30 percent
Total savings

..

Outlays

-0.05
-0 10
- ( )
-035

-0 05
-010
_ (,)
-030

-230

-2.10

'Less than $25,000,000

*

House committees' views and estimates

The Committee on Education and Labor recommends that the
First Budget Resolution for fiscal year 1982 assume full funding for
the existing child nutrition programs. The March 20 report states
that the Committee is unwilling to accept proposals which reduce
funding for these programs when the Administration is unable to
determine the effect of these cuts on both needy and non-needy
children.
e Recommendation

The recommendation assumes savings of $1.00 billion in budget
authority and outlays. Illustrative ways to achieve the savings
include the following changes to existing law.
[In billions of dollars]
Fiscal year 1982 savings

Make permanent the 1-year savings contained in the Budget Reconciliation Act (Public Law 96-499),
including a 2 5-cent reduction in the paid lunch subsidy a 2-cent reduction in commodity assistance
and annual rather than semiannual COLA updates in meal payment rates
Begin a 3-year phaseout of the subsidy for meals served to children from families with incomes over 185
percent of the poverty level (about $15,600 for a family of 4) A 33-percent reduction in the
subsidy, including the 4 5-cent cut contained in Public Law 96-499, would be made in fiscal year
1982, a 50-percent reduction would be made in the subsidy in fiscal year 1983, and elimination of
the remaining subsidy in fiscal year 1984 Under current law, the per-meal subsidy for fiscal year
.......
1982 is 39 5 cents ...........
Change eligibility for reduced-price meals from 195 to 185 percent of the poverty level, without allowing
a standard deduction...
Eliminate subsidies for the summer meal program, child care feeding snacks, for-profit day care centers
included under reconciliation, and the special milk program in schools with federally subsidized meal
programs

.. ..... ..........

Eliminate funding for new food service equipment, grants to States for nutrition education and training,
..............
and subsidies to private schools with tuitions over $1,500
..............
Improved income verification in the free and reduced price meal programs .........

Budget
authority

Outlays

-045

-040

-025

-025

-010

-0 10

-030

-030

-005
-010

-005
-0 10

* Action required to implement recommendation

Most of the child nutrition programs are entitlement programs.
The savings contained in the recommendation would have to be
achieved by the Education and Labor Committee.

* Outyear impact of recommendation

The recommendation would result in savings of $1.35 billion in
budget authority and $1.30 billion in outlays in fiscal year 1983 and
$1.70 billion in budget authority and $1.65 billion in outlays in
fiscal year 1984.
8. HOUSING ASSISTANCE

*Administration budget reestimated by CBO
The Administration's budget requests funding of $21.25 billion in
budget authority and $8.25 billion in outlays for the housing assistance programs. These totals are below the January budget request
by $10.15 billion in budget authority and $0.20 billion in outlays.
As compared to the January budget, the Administration's revisions
include: a reduction in the number of commitments for subsidized
units by 85,000 from the January budget level of 260,000 units to
175,000 units; a phased increase in tenant rent from 25 to 30
percent of income; a delay in the schedule for the public housing
modernization program which was increased last year to $2.00
billion; and the termination of the Indian housing program.
* House committees views and estimates
The Banking, Finance, and Urban Affairs Committee expresses
opposition to the Administration's proposed cutbacks in the subsidized housing programs for fiscal years 1981 and 1982. The Committee recommends funding levels to maintain the programs at the
January budget level of 260 subsidized units.
9 Recommendation
The Committee recommendation assumes a funding level of
$30.30 billion in budget authority and $8.30 billion in outlays for
the housing assistance programs. These totals are $9.05 billion in
budget authority and $0.05 billion in outlays above the Administration s request. The following recommendations are assumed for this
program:
First, the Committee recommends reducing the number of commitments for subsidized units from the January budget level of
260,000 units to 250,000 additional subsidized housing units in
fiscal year 1982. In addition, the Committee recommends, as does
the Administration, shifting the percentage mix between new construction and existing units from 50/50 to 45/55 in 1982 to take
greater advantage of the lower subsidy costs for existing housing.
Second, the Committee recommends a gradual increase over the
next 5 years in maximum allowable rent contribution paid by
tenants living in federally subsidized housing from 25 to 30 percent
of adjusted income. Currently, very needy households pay less than
25 percent of their income for rent in HUD subsidized housing
projects. Since this proposal provides for the same rate of increase
for all tenants, the differential for the very needy will be maintained.
Third, the Committee recommends full funding of $2.00 billion
for the construction and renovation activities in the public housing
modernization program. The Administration has requested a rescission of $300 million of the 1981 appropriation of $2.00 billion and
in the fiscal year 1982 budget reduced the 1982 appropriation request by $500 million to $1.50 billion.

Finally, the Committee recommends continuation of the HUD
Indian housing program in fiscal year 1982 and rejects the Administration's request for a rescission of $161 million in budget authority for the program in fiscal year 1981. This program is the only
means of providing decent, safe and sanitary housing for Native
Americans and Alaskans residing on restricted lands.
* Action required to implement recommendation

Legislation is required to authorize the Department of Housing
and Urban Development to increase rent for all tenants in subsidized housing projects.
The decisions as to funding levels and mix of new and existing
construction are under the jurisdiction of the Committees on Appropriations and Banking, Finance, and Urban Affairs.
* Outyear impact of the recommendation

The recommendation assumes an increase over the Administration's budget reestimated of $13.65 billion in budget authority and
$0.30 billion in outlays in fiscal year 1983 and $16.50 billion in
budget authority and $0.95 billion in outlays in fiscal year 1984.
9.

LIMIT PENSIONS TO ACTIVE PAY LEVELS

* Recommendation
The recommendation assumes savings of less than $25 million in
budget authority and outlays in legislation to cap Federal retirement pay so that no individual would receive more retired pay

than a Federal employee of the same grade is currently earning.

* Action required to implement recommendation
Achievement of this recommendation will require action by the
Post Office and Civil Service Committee.
* Outyear impact of the recommendation

No outyear budgetary impact is reflected from this Committee
recommendation.
10. IMPROVED ADMINISTRATIVE PRACTICES

Recommendation
The recommendation assumes savings from recovery of overpayments and resolution of audit findings of $320 million, which are in
part offset by a $30 million increase in administrative costs. For
details see appendix F.
* Outyear impact of recommendation
The following table indicates the outlay impact of the recommendation over the next 3 years. The estimates are based on the
economic projections assumed in the Resolution.
e

LEGISLATIVE SAVINGS IN RECOMMENDATION
[In billions of dollars]

Improved administrative practices .....................................

.......

1982

1983

-$0.30

-$0.30

1984

-$0 10
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FUNCTION 600: INCOME SECURITY
FISCAL YEAR 1982 FUNDING
[In billions of dollars]
President's budget Mar
10, 1981
Outlays

General retirement

Social security.

.-

Black lung

.

Outlays

19

...

Proposed legislation
Railroad retirement
......
Proposed legislation . . ....... .....
160.5
Subtotal. 601
Federal employee
Retirement/disability .......

Budget
authority

+ 02 ......
52

±02 ......

163.6

161-5

164 7

+10

19 6

308

196

+11

.......
....

Subtotal 600 .........................
Unemployment compensation
Proposed legislation..
Subtotal 603

Budget
authority

1526
13

.

Proposed legislation.

Proposed legislation

Difference

Committee
recommendation

..................

Housing assistance
Subtotal 604

308
234
-20

21.3
-2.2

234
-1.8

213
-20

..............

............

+02

+02

214

191

216

193

+0.2

+02

21.2

82

303

83

+91

+01

14.7

144

166

161

+19

+17

-04
+06
+0.6

-04

Food and nutrition assistance
Food stamps.
Proposed legislation ............
Child nutrition

..

Proposed legislation

.....

...

Subtotal 605................
Other income security.
SSl

Proposed legislation .

AFDC

....... ..

..

....
......

Proposed legislation ...................... .....
Low-income energy assistance
Proposed legislation
2.0
Other
Subtotal. 609 .......
168

+18

20
18.9

17
17.8

1.8
195

-03
+10

"+06

+18

-02
+06

Grand total
Note Detail may not add due to rounding

1982 CREDIT BUDGET
[In millions of dollars]
New direct loan obligations
r

Program.
Pension Benefit Guarantee Corporation
Nonprofit sponsor assistance ............................

77-239 0 - 81 - 13

Administration budget

HBC
recommen
dation

New loan guarantee commitments
Admimnstraton budget

HBC
recommendation
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1982 CREDIT BUDGET-Continued
[in millions of dollars]
New direct loan obligations
Carter
budget
Low-rent public housing

..

Total
Direct loans
On-budget .....
Off-budget .......
. ---.
Federal Financing Bank, FFB
.
Loan guarantees
Primary ..................
..................
Secondary ....
..........
Guarantees of FFB loans ...........
........

New loan guarantee commitments

Carter
HBC
Administrabudge
n
e buet
tn
daodation
budgetbudget

Administraon budget
lion

HBC
recommen

300

300

300

20,081

17,446

19,736

306

306

306

20,081

17,446

19,736

306

306

306

957

2,654

2,654

19,124

14,792

957

2,654

...

17,082 .........
2,654 ...

........
................

............

This memorandum entry indicates the amount of oil-budget new direct loan obligations by the FFB that would be attributed to this function if

all FFB actnity was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800
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FUNCTION 700: VETERANS BENEFITS AND SERVICES
The Committee recommends $24.8 billion in budget authority
and $24.05 billion in outlays for this function. These totals represent increases of $0.4 billion in budget authority and $0.45 billion
in outlays above the Administration's budget reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]
Fiscal year 1982 budget
Budget
authority
President's budget request, Mar 10, 1981
1 Reestimates (by CBO)

Changes due to economic assumptions ..
Other reestimates
..
Administration's budget reestimated

4 Funding for new entitlement legislation

.

Outy

Budget
authority

Outlays

2360

2570

2480

2730

2600

(1)
+.15

(')

±20

+ 25

+ 65

+ 55

2360

2590

2505

2795

2655

+.50

+ 50

+ 50

-. 05

()

+ 55

+ 60

2850

27 15

(')

.. ... .. ....
+ 35
+

35

+10

+ 05

5 Legislative savings and improved administrative practices .
.
.
Total difference
.

Budget
authority

Fiscal year 1984 plan

2425

2440

Major policy recommendations
2 1982 impact of 1981 supplementals
3. Medical care restoration
. .

Committee recommendation

Outlay

Fiscal year 1983 plan

+ 50

+ 10
-25

--

....

+ 10

+ 40

+ 45

+ 35

- 20
+ 40

2480

2405

2625

25 45

(1

)

+ 10

+10

Less than $25,000,000

Explanation of Committee Recommendations
1. REESTIMATES

The recommendation includes the following CBO reestimates,
which are explained in the text following the table below.
[in millions of dollars]

Compensation
..............
COL A legislation..........
Pensions
.
Readjustment benefits
Proposed legislation .....................
Other
.
..
Total

...

Administration's budget

Administration's budget
reestimated

Budget
authority

Budget
authority

8,658
946
4,095
1,658
-32

Outlays

8,913

8,643
867
4,074
1,588
-63
8,511

8,658
965
4,095
1,764
-32
8,932

24,238

23,620

24,382

Outlays

Differences
Administration's budget
reestimated plus or minus
original budget submission
Budget
authonty
Outlays

8,620
-23
888
+ 19
+ 21
3,934 .......... - 140
1,710
+ 106
+ 122
-63
8,499
+ 19
- 12
23,588

+144

-32

Changes due to economic assumptions

There are minor reestimates totaling less than $25 million due to
differing economic assumptions.
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Other reestimates
Compensation.-There is a $23 million downward reestimate in
compensation outlays. Contrary to Administration estimates, CBO
projects that there will be no caseload increase in fiscal year 1982.
Pensions.-CBO estimates that pension program costs in fiscal
year 1982 will be approximately $150 million lower than anticipated by the Administration. The outlay reduction is based on CBO's
estimate that pension caseloads will remain stable, whereas the
administration projects a higher number of beneficiaries.
Readjustment benefits.-CBO estimates that readjustment benefit costs will be higher by $106 million in budget authority and
$122 million in outlays in fiscal year 1982 due to a higher number
of beneficiaries. CBO estimates that approximately 650,000 veterans will train under the GI Bill in fiscal year 1982, whereas the
Administration projects 577,000 trainees. CBO bases its estimate on
extrapolations of actual fall 1980 enrollment figures and the fact
that the recent 10 percent benefit increase will encourage greater
participation.
2. 1982 IMPACT OF 1981 POuCY CHOICES
* Administration's budget reestimated by CBO
The Administration's budget includes a request for the following
fiscal year 1981 program supplementals:
[In millions ol dollars]
Budget
authority
Veterans compensation
............
........
... .....
Veterans readjustment benefits .... .... .........
........
...
Medical care ..........
.....................
....
.
Veterans insurance and indemnities
.................................... ....................................
Vocational rehabilitation
...................
Total

.

.

...

1,041
218
80
5
1
1,345

Outla
960
218
80
5
1
1,264

The $1,041 million supplemental in the veterans compensation
program will fund a cost-of-living increase in compensation payments which was authorized last summer and became effective
October 1, 1980. The supplemental for readjustment benefits is
requested because of increased numbers of participants in the GI
Bill education program and cost-of-living adjustments authorized
after the regular appropriation bill was enacted. The $80 million
medical care request will fund additional requirements authorized
in the Veterans Administration Health Care Amendments of 1980.
The supplementals will result in $0.10 billion in outlays in fiscal
year 1982.
The Administration proposes a rescission of $162 million in VA
medical facility construction, which results in a fiscal year 1981
outlay reduction of $10 million. The rescission reflects the decision
to cancel the construction of two proposed VA hospitals. The Administration's deferral of 9 major construction projects results in
an outlay reduction of $12 million in fiscal year 1981. The rescission and deferrals in fiscal year 1981 will reduce fiscal year 1982
outlays by approximately $50 million.

* Second budget resolution for fiscal year 1981
The Second Budget Resolution for Fiscal Year 1981 provided
$1,058 million in budget authority and $974 million in outlays to
fund a cost-of-living increase in veterans compensation payments.
The resolution also assumed $241 million in budget authority and
$216 million in outlays to cover cost-of-living increases in readjustment benefits.
* Recommendation
The recommendation assumes that the Administration's supplemental requests will be funded. About 95 percent of the veterans
program supplemental is required to cover entitlement legislation
enacted after consideration of the regular appropriation bill last
year. In addition, the recommendation assumes that Congress will
approve the President's proposed rescissions.
* Action required to implement the recommendation
The Appropriations Committee must act to report the supplemental appropriations and rescission for favorable action by Congress.

3.

MEDICAL CARE RESTORATION

* Administration's budget reestimated by CBO
The Administration's budget eliminates approximately $350 million in medical care, administration, and research funds from the
January budget level. In addition, the administration proposes legislation to cap VA physicians' and dentists' special pay, which is
estimated to save $40 million in fiscal year 1982. The Adminintration's budget also assumes savings of $36 million from the elimination of class II dental benefits and $26 million in savings from
imposing a $5 deductible on beneficiary travel reimbursement.
* House committee views and estimates
The Veterans' Affairs Committee strongly opposes the Administration's reductions in the areas of medical care, administration,
and research. That committee recommends that funds be restored
for all medical care activities, except for the elimination of class II
dental benefits, which is extimated to save $36 million in fiscal
year 1982.
* Recommendation
The Budget Committee recommendation increases the Administration's budget by approximately. $350 million in budget authority
and outlays to restore medical care, administration, and research
levels to that proposed in the January budget. The increased funding will provide for the continuation of the readjustment counseling program for Vietnam-era veterans, 1.7 million additional outpatient visits, approxomately 5,500 additional staff positions in medical care and research, and improvements in the overall quality of
care and availability of treatment for veterans.
The Committee recommends the addition of $66 million in
budget authority and outlays because savings are not assumed

from the Administration's proposals to cap physicians' and dentists' special pay and limit beneficiary travel reimbursement.
Last year the Congress passed Public Law 96-330. Several provisions of that law were in fulfillment of the Veterans' Affairs Committee's reconciliation requirements for fiscal year 1981. The law
authorized the Veterans Administration to review the eligibility of
certain veterans with non-service-connected illnesses and disabilities for VA hospital and medical care, based on their income and
health insurance coverage. At the time, the Congressional Budget
Office estimated that the provision would save $109 million in
fiscal year 1981. However, 7 months have elapsed since the legislation was enacted and no program has been initiated to secure such
financial imformation from veterans applying for VA hospital and
medical care. The Budget Committee insists that the Administration take steps to implement this provision of the law as soon as
possible.
* Action required to implement the recommendation
The Appropriations Committee will be required to increase funding levels for VA medical care, administration, and research in the
HUD-Independent Agencies Appropriation Bill.
o Outyear impact
The recommendation will result in adding approximately $500
million to fiscal years 1983 and 1984.
4. FUNDING FOR NEW ENTITLEMENT LEGISLATION

o President's budget reestimated by CBO
The President's budget provides $965 million in budget authority
and $888 million in outlays to fund an 11.2 percent cost-of-living
adjustment (COLA) in compensation payments to veterans with
service-connected disabilities.
* House committee views and estimates
The Veterans' Affairs Committee recommends a full cost-ofliving increase in compensation payments, as well as new initiatives for prisoners of war, disabled veterans and Vietnam-era veterans.
o Recommendation
The Budget Committee recommends the enactment of an 11.3
percent cost-of-living adjustment in compensation benefits effective
October 1, 1981, and provides $973 million in budget authority and
$896 million in outlays for that purpose. This reflects a full inflation adjustment for compensation beneficiaries. The recommendation also includes $63 million in budget authority and outlays to
fund employment and training opportunities for Vietnam-era veterans and $9 million in budget authority and $12 million in outlays
to cover provisions of H.R. 1100, legislation to liberalize VA health
care benefits for former prisoners of war.
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* Action required to implement the recommendation
The Veterans' Affairs Committee is required to report out legislation authorizing the expanded entitlement benefits. Subsequently, the Appropriations Committee must report out legislation to
appropriate funds for the mandatory entitlements, and Congress
must approve the bills.
* Outyear impact
The recommendation will result in an addition of approximately
$100 million above the Administration's budget level in fiscal years
1983 and 1984.
5. LEGISLATIVE SAVINGS AND IMPROVED ADMINISTRATIVE
PRACTICES

* Administration's budget reestimated by CBO
The Administration's budget contains the following legislative
savings:
[in millions Ol dollars]
Budget
author

*
*
*
*

Elimination of flight and correspondence benefits
Termination of class II dental benefits
Limitation on beneficiary travel reimbursement
Cap on physicians' and dentists' special pay ....
Total

-32
-36
-26
-40
-134

Ouay
tyay

-32
-36
-26
-40
-134

In addition, the Administration's budget reflects approximately
$70 million in budget authority and outlays savings in general
operating expenses from the proposed consolidation of some regional operations and other efficiencies. The fiscal year 1982 budget
also includes a reduction of approximately $100 million in budget
authority and outlays from the January budget level for VA medical facility construction, and $130 million in outlay savings from
raising interest rates on VA insurance loans.
* House committee views and estimates
The Appropriations Committee's report to the Budget Committee
states that "the committee will again consdier elimination of all
funding for flight training under the G.I. bill." With respect to VA
construction, the committee indicates that it will continue "to
review the cost overrun problem to determine if increases . . are
warranted. It is possible that some reduction may be made in the
construction program." These comments were in reference to the
January budget, but nonetheless are relevant to the Administration's budget which reduced the construction program request.
The Veterans' Affairs Committee's report to the Budget Committee reflected savings from the following proposals:
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[in million of dollars
Budget
authority

Termination of flight and correspondence
..............
Elimination of class II dental benefits to veterans 1 year after discharge

Termination of the education loan program
Limitation of non-service-connected burial benefits to those cases where the adjusted income of the
deceased veteran and spouse did not exceed $20,000 12 months prior to the veteran's death
Reduction of the interest subsidy on veterans' insurance loans
.
Delay in certain major and minor construction ,. ........
Improvement in administrative practices........................
Total, VA Committee savings recommendation

Outlays

-32
-36

-32
-36

-6

-6

-42
+ 14
-103
-150

-42
-130

'-99

-355

-495

-150

Fiscal year 1982 outlays would not be as significantly reduced as a result of rescissions or deferrals of fiscal year 1982 budget authority for
construction

Recommendation
The Budget Committee recommendation reflects savings assumed
by the Veterans' Affair Committee shown above. The legislative
savings that are reconcilable under current law total $110 million
and include the termination of flight, correspondence, and class II
dental benefits, as well as a limitation on burial benefits.
The Committee also assumes $150 million in savings from the
collection of veterans compensation, pension, and readjustment
benefit overpayments and outstanding loans.
In addition, the recommendation includes outlays savings of $130
million from raising interest rates on VA insurance loans and
savings of $6 million from the termination of the education loan
program. The recommendation assumes savings of $103 million in
budget authority from the Administration's proposals to rescind or
defer construction projects and reflects $99 million in fiscal year
1982 savings from the 1981 and 1982 construction rescissions and
deferrals.
* Action required to implement the recommendation
The Veterans' Affairs Committee will be required to report out
legislation to eliminate certain entitlement benefits included in the
recommendation, which are shown as reconcilable items, or other
savings which total $110 million. The reduction in insurance outlays can be accomplished by administrative action to increase interest rates on VA insurance loans. The Appropriations Committee
has the power to reduce budget authority for VA construction
projects, and eliminate funding for the education loan program.
The recommendation assumes that the Veterans' Affairs Committee will repeal the authorization for VA education loans or that the
HUD-Independent Agencies Appropriation Bill will include language to terminate all new VA education loans in fiscal year 1982
and provide that repayments of past loans will offset the administration's future requests for readjustment benefits. The Veterans
Administration is actively pursuing the collection of overpayments
and outstanding debts. However, legislation to enhance their efforts is recommended as follows: (1) statutory authority to garnish
wages and (2) statutory authority to recoup debts through Federal
tax refunds.
0

* Outyear impact
Outyear savings from legislative and administrative actions will
be approximately $300 million in fiscal year 1983 and $250 million
in fiscal year 1984.
COMPARISON OF ADMINISTRATION'S BUDGET AND FIRST BUDGET RESOLUTION FOR
VETERANS BENEFITS AND SERVICES, FISCAL YEAR 1982
[In millions of dollars)
Administration reestimated

Budget
authority
Compensation . . . .. ...
.................

Proposed legislation .........

m

Pensions

.............

.. .....

.....

Burial Benefits; misc . .......

........................

8,620

4,095

3,934

4,095

3,934..

739

462

739

1,710
- 63
6,645
-102

204

Construction............

570

.......
....

14
24,400

16
23,600

. ....

+ 20

-42

-42

1,764
+25
7,005

1,710
+ 25
6,975

-36

+ 57
+330

-36

+ 88
+330

+66

+66

..

643

...

+ 17

151

250

570

646

.

Outlays

462........

228

463

.

908

162

226
-35

Miscellaneous ................
Function total, rounded ....

982
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Housing

General operating exps .......
Improved management practices. ..

Outlays

8,658

-102

Medical research and administration ...............

Budget
authority

888

Readjustment benefits ............1,764
Proposed legislation
.................
-32
Medical care ...................... 6,675
Proposed legislation..

Budget
authority

8,620

204

Insurance ...........
..

Budget Committee over,
under administration

8,658

965

....

....

Outlays

House Budget Committee
recommendation

+24

+24

463 ...
..

712
- 150

-35

........

+66
- 150

709
- 150

64
24,050

46
24,800

+32
+400

+66
- 150

+48
+450

1982 CREDIT BUDGET
[In millions of dollars]
New direct loan obligations
Administration budget

Carter
budget

New loan guarantee commitments
Administratron budget
ge

Carter
budget

HBC
recommendation

HBC
ecommendation

Program.

Veterans insurance and indemnities ............

(1)

(1)

(1)

Service-disabled veterans insurance fund..
National service life Insurance fund ..
US Government life insurance fund....
Veterans special rife insurance fund......

7
255
6
18

4
171
6
13

4 . .
156 .........

744

648

623

744

648

623

Veterans reopened insurance fund ...........

12

Vocational rehabilitation revolving fund.
3
Educational loan fund .......
6
Direct loan revolving fund .............
....
2
Loan guarantee revolving fund
....... 433
Total

.,..

Direct loans
On-budget ...
.. .......
Off-budget

..

. ..

8

7 ...............

6 ..... .............

12 ..........

3
3
6 .........
2
2 .........
........
433
433
7,383
7,383
7,383
7,383

7,383

7,383

....
.. .....

....

Federal Financing Bank, FFB

2

......... .....
..

Loan guarantees
Primary..

Secondary .......
.............
Guarantees of FFB loans. ..
...........

7,383

7,383

7,383
...

.................

. ...........
..................

Less than $500,000
This memorandum entry indicates the amount of off-budget new direct loan obligations by the FFB that would be attributed to this function if
all FF8 activity was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800
2

FUNCTION 750: ADMINISTRATION OF JUSTICE
The Committee recommends $4.35 billion in budget authority
and $4.55 billion in outlays for 1982. These totals represent increases in budget authority and outlays of $0.20 billion from the
Administration's budget as reestimated by CBO.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]
Fiscal year 1982 budget

Fiscal year 1983 plan

Budget
authority

Budget
authority

Outlays

Outlays

Fiscal year 1984 plan

Budget
authority

Administration's budget request, March 10, 1981
4 15
435
4 10
4 10
1 Reestlimates (by CBO)
Changes due to economic assumptions .............................................
Other reestimates .........

(1)

(1)

4 15

4.35

+020

+0.20

+020
.0.20
. +020
.O020

+0.20

+0.20

+020

Administration's budget reestimated ...........................

+010

420

0 15

4 25

4 10
+0.30

440

Outlays

405
+035

440

Major policy recommendation.
2 1982 impact of 1981 policy choices...

3. Administration's reductions fully assumed in
the recommendation .. ............................
4 Legal Services Corporation ....................
Total difference .....................
Committee recommendation

435

..

4.55

440

+020
445

+020
4 60

+0.20
460

Less than $25,000,000

Explanation of Committee Recommendations
1. REESTIMATES
* Changes due to economic assumptions
Several accounts in the Administration's budget have been reestimated by CBO to reflect historical spendout patterns. The largest
is a $25 million increase in outlays in the Customs Service. Including other smaller reestimates, the total fiscal year 1982 changes
are $54 thousand in budget authority and $6 million in outlays.

2. 1982

IMPACT OF

1981

POLICY CHOICES

The recommendation assumes no policy changes from the Administration's 1981 budget revisions.
3. ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATIONS

o Administration'sBudget Reestimated by CBO
The Administration's budget assumes a reduction of $52 million
in budget authority for border enforcement activity, United States
Customs Services and the Immigration and Naturalization Services, (INS). The Administration's budget assumes a reduction of
$161 million in budget authority for criminal justice programs and
justice research and statistics activities.

* Committees' views and estimates
The March 15 report of the Committee on the Judiciary did not
comment specifically on funding levels for border enforcement activity or justice research and statistics. The total Committee recommendation for the Department of Justice funding exceeds the Administration's request. The Committee on Education and Labor
recommends $106 million for juvenile justice programs. The Appropriations Committee does not comment on these issues, as their
report was submitted before official release of the Administration's
budget.
* Recommendation
The recommendation assumes the Administration's reductions of
$52 million for border enforcement activities, and $161 million for
criminal justice assistance and research and statistics activities.
The Committee recognizes the progress made by many States in
achieving many of the most important program objectives, and
anticipates that State and local governments will continue with
those criminal justice programs that have proven most effective.
The recommendation assumes that reductions in border enforcement activities will occur in programs that have a poor cost-benefit
ratio or a disproportionate allocation of resources.
* Action required to implement recommendation
The recommendation could be implemented through the appropriations process.
* Outyear impact of recommendation
Budget authority for border enforcement activities would be $833
million in 1983 and $822 million in 1984. This represents reductions from $84 million in 1983 and $122 million in 1984. Criminal
justice and research and statistics activities would be reduced $161
million in budget authority in 1983 and $180 million in 1984.
4. LEGAL SERVICES CORPORATION
* Administration's budget reestimated by CBO
The Administration's budget assumed elimination of the Legal
Services Corporation.
* Committee's view and estimates
The Committee on the Judiciary's March 15 report recommended
a funding level of $321 million for the Legal Services Corporation.
* Recommendation
The Committee recommends $200 million in funding for the
Legal Services Corporation. This funding level, which would be a
38 percent reduction from the fiscal year 1981 level, recognizes the
need for fiscal restraint. It allows continuation, at a significant
level, of basic legal services for the indigent. Equal access to the
courts, in civil cases as well as criminal, is a basic need in our
judicial system. The continuation of the Legal Services Corporation
will work in conjunction with continued pro bono publico activity
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by private attorneys and other forms of legal aid to insure equal
access for those unable to afford private counsel.
* Action required to implement recommendation
The Legal Services Corporation requires reauthorization by the
Committee on the Judiciary. Once reauthorized, the Committee
recommendation could be implemented through the appropriation
process.
* Outyear impact of recommendation
The Committee assumes continued funding of the Legal Services
Corporation in 1983 and 1984 at the $200 million level.
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FUNCTION 800: GENERAL GOVERNMENT
The Committee recommends $5.35 billion in budget authority
and $4.90 billion in outlays for this function. These totals represent
an increase of $0.25 billion in budget authority and a decrease of
$0.05 billion in outlays from the Administration's budget as reestimated by CBO.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]
Fiscal year 1982 budget

Fiscal year 1983 plan

Outlaysauthority
Outlays
budget

Administration's budget request, March 10, 1981

510

1 Reestimates (by CBO)
Changes due to economic assumptions
Other reestimates
Administration's budget reestimated .

,,.

.

Major policy recommendations
2 1982 impact of 1981 policy choices
3 Administration's reductions fully assumed in
the recommendation
Elimination of new GSA construction
4 Improved administrative practices ...
Total difference

500

.

530

....

Fiscal year 1984 plan

Budget
authority

Outlays

490
,**

*

505
.

485

. .. * . .......
=..

025
515

+035
540

+055
5-40

+005

+0,05

+010

+010

+005

+005

+010

+010

+ ()
510

-005
495

+0.15
545

+025

-005

+025

-005

Committee recommendation
Less than $25,000,000

Explanation of Committee Recommendations
1. REESTIMATES
* Changes due to economic assumptions
There are scores of small reestimates in this function reflecting
historical spending patterns. They total $16 million in budget authority and -$25 million in outlays.

2. 1982 IMPACT OF 1981 POLICY CHOICES
The recommendations assumes no policy changes from the Administration's Budget revisions.

3.

ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATIONS

*Administration's budget as reestimated by CBO
The Administration's budget reestimated for the General Services Administration assumes a reduction of $121 million in budget
authority in the federal building fund.
* House committees' views and estimates
The Committee on Public Works and Transportation commented
that the Administration's Budget totals for the federal buildings

fund are appropriate, however, the Committee disagrees about the
appropriate allocation of funds within that total. The Appropriations Committee did not comment on this issue.

* Recommendation
The Committee assumes the reduction in budget authority in the
Federal buildings fund.
* Action required to implement recommendation
The Recommendations can be implemented through the appropriations process.
* Outyear impact of the recommendation
No new budget authority would be enacted in the outyears.
Outlays would total -$70 million in 1983 and -$70 million in
1984.

4.

IMPROVED ADMINISTRATIVE PRACTICES

* Recommendation
The Committee recommends an additional $20 million for IRS
investigations and collections and $37 million for examinations and
appeals. The Committee finds no basis in fact for the Administration's contention that reducing marginal tax rates will enhance
voluntary compliance in the payment of taxes. The additional $57
million for the IRS would result in approximately $487 million in
additional revenues. For more details, see Appendix.
* Action required to implement recommendation
An additional $57 million would have to be appropriated for the
IRS. An additional $200 million in borrowing authority would have
to added to the GSA Automatic Data Processing Funds.
* Outyear impact of the recommendation
Funding levels for 1983 and 1984 would reflect the additional IRS
funds. Funding in 1983 would be $2,587 million; and 1984 the total
would be $2,557 million.
There would be no new borrowing authority for the ADP fund in
the outyears. Outlays savings cannot be determined at this point.
1982 CREDIT BUDGET
[In millions of dollars]
New direct loan obligations
Carter
budget

Program
Administration of territories
Federal Financing Bank
Direct loans
On-budget
Off-budget
..............
Federal Financing Bank, FF8

Administra
lion budget

New loan guarantee commitments

HBC
recommendation

Administra

lion budget

11....
4 ........... ...

24,846

21,838

22,802

24,846

21,838

22,802

24,846
31

21,838
31

22,802 .......
............
31
.........................................

31

31

31
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1982 CREDIT BUDGET-Continued
[In millions of dollars)
New direct loan obligations

Carter
budget

Loan guarantees:
Primary
Secondary
Guarantees of FFB loans.

Administrahon budget

1

New loan guarantee commitments

HOC
Carter
recommen
elation budget

Administratlion budget

HBC
nation

31

'This memorandum entry indicates the amount of off-budget new direct loan obligations by the FFB that would be attributed to this function if
all FFB activity was distributed by function The total for new direct loan obligations by the FFB has been recorded in Function 800

FUNCTION 850: GENERAL PURPOSE FISCAL ASSISTANCE
The Committee recommends $6.05 billion in budget authority

and $6.15 billion in outlays for this function. These totals represent

decrease of $0.40 billion in budget authority and $0.30 billion in

outlays from the Administration's budget as reestimated by CBO.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[in billions or dollars,
Fiscal year 1982 budget

Fiscal year 1983 plan

Fiscal year 1984 plan

Budget
authority

Outlays

Budget
authority

Budget
authority

+(I)

-025

Outlays

Outlays

Administration's budget request, March 10, 1981
I Reestimates (by CBO)
Changes due to economic assumptions .....
Other reestimates

-()

Administration's budget reestimated
Major policy recommendation
2 1982 impact of 1981 policy choices
3 Administration's reductions fully assumed in
the recommendation
' Reduction in general revenue sharing
5 Elimination of discretionary appropriations for
payments inlieu of property taxes
Total difference

645

645

-035

025

650

-035

-005

-005

-005

-040

-0.30

-040

Committee recommendation

6 05

615

610

-025
650

-035
005
-040
610

-020
665

-00
66

-035

-03

-005

-00

-040

-04

625

6.25

Less than $25,000,000

Explanation of Committee Recommendation
1.

REESTIMATES

The reestimates in this function are very small, less than $10
million in total for both budget authority and outlays in 1982. They
are the net effect of small reestimates in four accounts, and are
based on an analysis of historical outlay patterns by CBO.

2. 1982

IMPACT OF

1981

POLICY CHOICES

* Administration's budget reestimated by CBO
There are no 1981 program supplementals or rescissions included
in the Administration's 1982 budget.
* Second budget resolution for fiscal year 1981
The Second Budget Resolution for 1981 assumed no 1981 program supplementals or rescissions for this function.
* Recommendation
The recommendation assumes no 1981 program supplementals or
rescissions for this function.

3.

ADMINISTRATION'S REDUCTIONS FULLY ASSUMED IN THE
RECOMMENDATION

* Administration's budget reestimated by CBO
The Administration's budget contained two policy reductions.
One is the withdrawal of the payments to States and localities in
lieu of income tax credits, which was a new initiative proposed in
the January budget. This is a reduction of $495 million in budget
authority and outlays from the January budget level. The second is
a reduction of $75 million in loans to the District of Columbia
(D.C.) for capital improvements. This results in a reduction of $39
million in budget authority and $75 million in outlays from the
January budget level.
* House Committee's views and estimates
The Ways and Means Committee does not recommend the payments to States and localities in lieu of income tax credits as
proposed in the January budget. The District of Columbia Committee opposes the $75 million reduction in loans to D.C. for capital

improvements.
* Recommendation
The recommendation assumes no payments to States and localities in lieu of income tax credits, which were proposed in the
January budget. The recommendation assumes the $75 million reduction in loans to D.C. proposed in the March budget. It is expected that the District will be able to replace loans from the Federal
Government for capital improvements by issuing bonds of its own.
* Action required to implement recommendation
No action is required for the recommendation concerning payments to States and localities in lieu of income tax credits because

the proposal has been withdrawn by the Administration. The reduction in loans to D.C. could be achieved through appropriation

action.
* Outyear impact of recommendation
If the proposed payments to States and localities in lieu of
income tax credits were to be enacted, 1983 budget authority and
outlays would increase by $812 million and 1984 budget authority
and outlays would increase by $897 million over the recommended
amounts. The proposed reductions in capital loans to the District of
Columbia reduce 1983 budget authority by $84 million and outlays
by $99 million and increase 1984 budget authority and outlays by
$14 million.
4. REDUCTION IN GENERAL REVENUE SHARING

* Administration's budget reestimated by CBO
The Administration's March budget requests the full amount
currently authorized for General Revenue Sharing (GRS) entitlement payments to localities, which is $4,570 million. No funding is
requested for payments to State governments, which are authorized but are subject to appropriation action.
77-239 0 - 81 - 14

* House Committee's views and estimates
The Government Operations Committee concurs in the $4,570
million request for GRS payments to localities.
* Recommendation
The recommendation assumes a reduction of $340 million 1982
GRS payments to localities down to budget authority of $4,230
million. This would result in a $255 million reduction in 1982
outlays. The Committee believes that, with large budget reduction
required in other Federal programs, some reductions should also be
made in this program. When the focus of fiscal policy is to reduce
expenditures and the deficit, it is difficult for the Federal Government to share revenues with other levels of government in the
same amount as in previous years. The reduction is also consistent
with the approach of better targeting scare Federal resources. Although the Committee does not endorse any specific method of
achieving the savings, the savings could be achieved by reducing
funding for less "needy" communities. The recommendation assumes that specific reforms or formula changes will be determined
by the Government Operations Committee.
* Action required to implement recommendation
Since GRS payments to localities are entitlements, the savings
would have to be achieved through a reduction in the authorization.
o Outyear impact of recommendation
The recommendation would reduce budget authority and outlays
by $340 million in both 1983 and 1984.
5. ELIMINATION OF DISCRETIONARY APPROPRIATIONS FOR PAYMENTS

IN LIEU OF PROPERTY TAXES

o Administration's budget reestimated by CBO
The Administration requests $45 million in budget authority and
outlays for discretionary appropriations for payments to local governments in lieu of property taxes for Interior Department and
Forest Service lands. The January budget included no appropriation request for these payments.
*House Committees' views and estimates
The Interior and Insular Affairs Committee opposes both the
January budget and the $45 million request in the March budget
and recommends restoration to the 1981 level of $103 million. The
Appropriations Committee notes that there has been support for
this program in the past but that permanent appropriations for
payments to States and counties in lieu of property taxes are
expected to grow more from 1981 to 1982 than the 1981 amount of
discretionary appropriations, which the January budget proposed
to eliminate.
* Recommendation
The recommendation assumes no funding for discretionary appropriations for payments to local governments in lieu of property

taxes. The permanent appropriations for payments to States and
localities in lieu of property taxes, which are paid out of income
earned on Interior Department and Forest Service lands, are estimated to increase by $199 million from $735 million in 1981 to $934
million in 1982. This is more than the $103 million appropriated
for discretionary appropriations in 1981. The permanent payments
are automatically made out of income earned from mineral sales,
grazing fees, timber sales, recreation fees, and power sales. Indeed,
the permanent payments have been larger than the property taxes
which would be owed to States and localities if the Federal lands
were taxed at the current rates of those jurisdictions.
*Action required to implement the recommendation
The savings could be achieved through the appropriations process.
0 Outyear impact of the recommendation
The recommendation would reduce budget authority and outlays
by $45 million in both 1983 and 1984 below the levels requested in
the March budget.
1982 CREDIT BUDGET
[in millions of dollars]
New Loan Guarantee Commitments

New direct loan obligations
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...... ...
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Loan guarantees:
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Primary ..... . .......... . ................
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budget

ProgramLoans to the District of Columbia ...................
.......
New York City loan guarantee program
.......
Total................
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. ...

756 ............. ....
...........

-.................

This memorandum entry indicates the amount of off-budget new direct loan obligations by thge FFB that would be attributed to this function if
all FFB activity was distributed by function The total for new direct loan obligations by the FF8 has been recorded in function 800

FUNCTION 900: INTEREST
The Committee recommends $90.10 billion in budget authority
and outlays for this function. These totals represent a decrease of
$1.80 billion in budget authority and outlays from the Administration's budget as reestimated by CR0.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[in billions of dollars]
Fiscal year 1983 plan

Budget
authority

Budget
authority

82.55

Administration's budget request, Mar. 10, 1981 .........
1 Reestimates (by CBO).
Change due to economic assumptions ...........

Other reestim ates.

Fiscal year 1982 budget

+9.35

82.55

+935

. ........................................................
9190

Administration's budget reestimated....

91.90

84.70
+10.55

Outlays

Fiscal year 1984 plan

Budget
authority

8470
+10.55

84.90
+9.70

Outlays

8490
+9.70

. . . ....................................................
985 25

95.25

94 60

94.60

Major policy recommendations
..........
... .... .. ...
2. 1982 impact of 1981 policy choices ...... ....... . .. .... . . .
-7.10
-440
-7.10
-440
-1.70
-170
........
Total
financing
requirements
3.
4. Improved administrative practices ...........
Total difference

........

Committee recommendation ...........

.

-010

-0.10

-0.20

-0.20

-0.40

-040

-1.80

-1.80

-4.60

-4.60

-7.50

-7 50

9010

9010

90.65

90.65

87 10

87.10

Explanation of Committee Recommendations
1.

REESTIMATES

* Changes due to economic assumptions

This upward reestimate of $9.35 billion increases interest payments and is due to the higher interest rates assumed in the
resolution. For example, the Administration's March budget assumed a discount rate on 3-month Treasury bills averaging 12.0
percent in fiscal year 1981 and 9.3 percent in fiscal year 1982. The
resolution assumes comparable rates of 14.0 percent in fiscal year
1981 and 12.5 in fiscal year 1982.
* Other reestimates

None.
2. 1982

IMPACT OF

1981

POLICY CHOICES

None.
3.

TOTAL FINANCING REQUIREMENTS

* Administration'sbudget reestimated by CBO

The Administration's budget as reestimated by CBO assumed
total new debt financing requirements in fiscal years 1981 and 1982
of about $165 billion.

* House committee views and estimates
No House committees commented on this issue.
0 Recommendation
The recommendation assumes total new debt financing requirements in fiscal years 1981 and 1982 of about $140 billion, a reduction from the Administration's figure due primarily but not exclusively to lower on-budget deficits in those years.
* Action required to implement recommendation
The overall spending and revenue assumptions in the Revised
Second Budget Resolution for Fiscal Year 1981 and the First
Budget Resolution for Fiscal Year 1982 would have to be achieved.
e Outyear impact of the recommendation
As in fiscal years 1981 and 1982, the recommendation assumes
lower new debt financing requirements in the outyears, thus reducing interest payments from the Administration's reestimated level.
4. IMPROVED ADMINISTRATIVE PRACTICES
* Administration's budget reestimated by CBO
The Administration's budget makes no specific accounting of
interest payments to be received by agencies as part of improved
debt collection.
* House committees' views and estimates
No House committees commented specifically on this matter.
* Recommendation
The recommendation assumes that a variety of Federal agencies
will be able to collect interest on identified delinquent loans and
account receivable, totaling $100 million in fiscal year 1982. This
estimate, computed by the General Accounting Office (GAO) and
confirmed by CBO, is placed in this function for convenience. For
more details, see appendix F.
* Action required to implement recommendation
A variety of administrative actions have been identified by GAO
as useful in improving collection of delinquent loans and accounts
receivable, e.g., making debt collection an important responsibility
of management, reporting debts to credit bureaus, obtaining better
information on debts, etc. The key action regarding interest payments on debts is to charge interest on such debts. This is already
required by Federal regulations, but GAO states that many major

agencies are not complying, and that others are charging rates far

below the Treasury's borrowing costs.
* Outyear impact of the recommendation
The recommendation assumes continued interest collections in
the outyears, totaling $200 million in fiscal year 1983 and $400
million in fiscal year 1984. Those figures were contained in the
GAO analysis of debt collection.
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1982 CREDIT BUDGET
[in millions of dollars]
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dation

209

FUNCTION 920: ALLOWANCES
The Committee recommends $0.75 billion in budget authority
and $0.70 billion in outlays in this function. This represents a
decrease of $1.50 billion in budget authority and $1.00 billion in
outlays from the Administration's budget as reestimated by CBO.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[In billions ol dollars]
Fiscal year 1982 budget
Budget
Outlays
authority

Adminstration's budget request, Mar 10, 1981

2.30

180

225

-010
170

1 Reestimates (by CBO),
Changes due to economic assumptions ......
.....
Other estimates
. ..... .. ....
-0.05

Administration's Budget Reestumated
Major policy recommendations
2 1982 impact of 1981 policy choices..
3. Pay raise . ....
4 Allowance for contingencies .

....

465
-125

340

405
-125

2.80

Fiscal year 1984 plan
Budget
Outlays
authority

6.60
-310

350

-100

-150

-065
-100

-070

-150

-150

-100

-2 15

-1.65

-220

-065
......

Total difference . ...............
Committee recommendation

Fiscal year 1983 plan
Budget
Outay
authority

075

....

070

125

115

-150
1.30

600
-305

295

-070

-100

-170
125

Explanation of Committee Recommendation
1.

REESTIMATES

* Changes due to economic assumptions
None.
* Other reestimates
The downward reestimates in this function are almost exclusively the result of amounts being transferred out of this function and
into other functions, for a net budget impact of zero. The Administration carries pay raise amounts that are funded from trust or
revolving funds in this function, while congressional practice is to
score them with the parent function. Similarly, the outyear impacts of prior-year pay raises are aggregated into this function by
the Administration, while they are distributed to other functions
by this reestimate. Therefore, the Administration's budget as reestimated contains in, say, 1984, only the cost of that year's pay
raise, not the additional cost of the 1982 and 1983 pay raises.

2. 1982

IMPACT OF

1981

POLICY CHOICES

* Administration's budget reestimated by CBO
The Administration's budget has requested $1.35 billion in
budget authority and $1.30 billion in outlays in this function to
fund last October's 9.1 percent pay raise for civilian Federal employees; this function covers all such employees except those in the
Department of Defense.

*House committee's views and estimates
No House committees commented on this item.
* Recommendation
The recommendation assumes $1.20 billion in budget authority
and outlays to fund last October's civilian agency pay raise. This is
the same level contained in the House-passed Second Budget Resolution for fiscal year 1981. This level of funding will require civilian agencies to absorb the difference between the recommendation
and the Administration's request through reductions in other administrative expenses.
o Action required to implement recommendation
The fiscal year 1981 Supplemental Appropriation and Rescission
bill would have to conform to the level of funding assumed in the
recommendation, $1.20 billion.
* Outyear impact of the recommendation
Negligible.

3. PAY RAISE
*Administration's budget reestimated by CBO
The Administration's budget assumes enactment of pay reform
legislation submitted on March 24, 1981. The legislation is estimated by OMB to result in civilian pay raises of 4.8 percent for
fiscal year 1982 and 7.0 percent for fiscal years 1983 and 1984. This
compares to the Committee estimate of comparability under existing law equaling 14.3 percent for 1982, 10.0 percent for 1983, and
8.7 percent for 1984. The legislation would alter existing comparability by including comparative fringe benefits in the computation,
by including State and local government employees, and by phasing in an additional 6 percent reduction in comparability to offset
presumed nonquanitfiable benefits of Federal employment.
CBO estimates that the full cost of the Administration's 4.8
percent pay raise would be $1.25 billion in budget authority and
$1.20 billion in outlays in fiscal year 1982. This represents a reduction from existing comparability (the 14.3 percent pay raise) of
$2.35 billion in budget authority and $2.30 billion in outlays. There
are also reduced costs reflected in other functions.
The Administration's budget further recommends that slightly
less than 40 percent of the cost of his 4.8 percent pay raise be
absorbed by civilian agencies through reductions in other administrative expenses. Thus the Administration's budget as reestimated
by CBO includes $0.75 billion in budget authority and $0.70 billion
in outlays for the fiscal year 1982 pay raise.
* House committees' views and estimates
The Post Office and Civil Service Committee stated, "At this
time the Committee cannot support either the Carter or the Administration's pay reform proposal, and therefore its recommendation does not assume either . .

.

.The Committee recognizes that

problems in the pay systems must be addressed and intends to do
this. It is too early, however, to estimate the overall percentage

adjustment, and hence the budget impacts that would result from
legislation reported by the Committee. The Committee strongly
believes, however, that any pay adjustment resulting from pay
reform legislation should be allowed to go into effect and should
not be artificially depressed or "capped" by means of an Administration alternative plan or appropriation act limitation." The Post
Office and Civil Service Committee Views and Estimates reduced
President Carter's savings estimate to zero.
o Recommendation
The recommendation assumes that legislation will be enacted to
achieve the percent pay raises in the Administration's budget,
either through enactment of the Administration's pay reform bill
or through some other legislative vehicle.
The recommendation also assumes that civilian agencies will
achieve the level of absorption of pay raise costs implied in the
Administration's budget in fiscal year 1982.
o Action required to implement recommendation
Legislation to achieve the pay raise percentages in the Administration's budget must be enacted by Congress, and the Appropriations Committee must restrict funding in next spring's Supplemental Appropriation bill to the level in the recommendation in
order to require absorption of a portion of the pay raise costs.
* Outyear impact of recommendation
The recommendation assumes the fiscal year 1983 and 1984 7.0
percent pay raises in the Administration's budget. The recommendation further assumes that 35 percent of the cost of each year's
pay raise will be absorbed by the civilian agencies, the historical
average absorption rate. Since the Administration's budget did not
assume any absorption of outyear pay raise costs, the recommendation will reduce the Administration's budget by $0.65 billion in
budget authority and outlays in fiscal year 1983 and by $0.70
billion in budget authority and outlays in fiscal year 1984.
4. CONTINGENCY ALLOWANCE

* Administration's budget reestimated by CBO
The Administration has included room in its 1982 budget for
unspecified purposes. This is not a request for an appropriation of a
contingency fund; rather, it is leeway so that the Administration
may later request additional appropriations for specific purposes
should the need arise. The Administration has requested $1.50
billion in budget authority and $1.00 billion in outlays in each of
fiscal years 1982, 1983, and 1984.
* House committees' views and estimates
No House committee commented on this item.
* Recommendation
The recommendation assumes the elimination of the contingency
allowance. This has been congressional practice in every budget
resolution since enactment of the Budget Act. It is assumed that
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any contingencies are already addressed in the recommendation for
other functions.
* Action required to implement recommendation
None.
* Outyear impact of recommendation
The recommendation assumes elimination of the contingency allowance in the outyears as well as the budget year.
1982 CREDIT BUDGET
[In millions of dollars]
Program

New direct loan obligations
Carter
AdministraHBC
budget
bon budget ecommendation

No Credit Programs in This Function

New loan guarantee commitments
Carter
AdministraHBC
budget
budget recommnrndation
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FUNCTION 950: UNDISTRIBUTED OFFSETTING RECEIPTS
The Committee recommends -$34.60 billion in budget authority
and outlays for this function. These total represent increased receipts of $0.40 billion in budget authority and outlays from the
Administration's budget reestimated.
SUMMARY OF BUDGET COMMITTEE RECOMMENDATION
[In billions of dollars]

Administration's budget request, Mar 10, 1981
1 Reestimates (by CBO)

Fiscal year 1984 budget

Budget
authority

Outays

Budget
authority

Outlays

Budget
authority

Outlays

-32 05

-3205

-3485

-34 85

-3740

-3740

-035

.........

-34 20

Major policy recommendation
2 1982 impact of 1981 policy choices
3 Rents and royalties on the Outer Continental
Shelf (OCS)
4. Improved administrative practices
Total difference
Committee recommendation

Fiscal year 1983 budget

- 180

Changes due to economic assumptions

Other reestamates .......
Administration's budget reestimated

Fiscal year 1982 budget

- 180

-3 35

-335

-4 60

-035

-180

-180

-3.50

-34.20

-4000

-4000

-45.50

-45 50

-020

-010

-010

-4 60

-350

-040

-040 .

-040

-040

-020

-020

-010

-010

-3460

-3460

-40 20

-4020

-4560

-45 60

020

Explanation of Committee Recommendations
1. REESTIMATES

Changes due to economic assumptions
This reestimate of $1.80 billion in budget authority and outlays,
provided by CBO based on the House Budget Committee economic
assumptions, increases receipts from the interest received by trust
funds-that income which trust funds earn on their investment in
public debt securities. This change is based on the net trust fund
surplus and on changes for public debt securities. The interest
rates assumed are significantly higher than the Administration
budget request.
0 Other reestzmates
The reestimate of $0.30 billion provided by CBO increases offsetting receipts for the Outer Continental Shelf (OCS) rents and royalties. The recommendation assumes larger anticipated lease bonuses
in fiscal year 1982 from lease sales, primarily in the Gulf of
Mexico.
An additional reestimate of $0.05 billion provided by CBO increases offsetting receipts for the Employer Share, Employee Retirement.
0

2.

IMPACT OF

1981

SUPPLEMENTALS

* Administration's budget reestimated by CBO
No supplemental funding is requested or anticipated.
3. RENTS AND ROYALTIES ON THE OUTER CONTINENTAL SHELF

(OCS)

* Administration's budget reestimated by CBO
The reestimate of $0.30 billion provided by CBO increases offsetting receipts for the Outer Continental Shelf (OCS) rents and royalties. The recommendation assumes larger anticipated lease bonuses
in 1982 from lease sales, primarily in the Gulf of Mexico.
* House committees' views and estimates
No House committee commented specifically on this matter.
* Recommendation
The recommendation assumes no changes to the existing oil and
gas leasing schedule which was approved in June, 1980; nor does it
include efforts to streamline and shorten the OCS sales preparation
process; nor does it assume that any sale acreage schedule be
increased or offered where the tracts were previously in dispute
between State and local governments. Although the Administration's revised budget request assumes that acceleration of leasing
will "increase the proprietary receipts of the government and help
to reduce the budget deficit, and also increase the shared revenue
payments to States for onshore activities", the Committee recommendation assumes more receipts than the Administration's
budget only because the House Budget Committee assumes higher
crude oil acquisition prices.
* Action required to implement recommendation
The recommendation assumes that Committees Interior and,
Energy and Commerce will not act on any proposed legislative
change to the OCS Land Act Amendment of 1978.
* Outyear impact of recommendation
The recommendation assumes leasing sales as specified in the
OCS June, 1980 oil and gas leasing schedule. The recommendation
assumes increased receipts of $1.50 billion in budget authority and
outlays for fiscal year 1983 and $2.90 billion in budget authority
and outlays for fiscal year 1984 as a result of projected inflation on
the level of bonuses.
4. IMPROVED ADMINISTRATIVE PRACTICES
e Recommendation
The recommendation assumes savings through the resolution of
audit findings by various agencies. The General Accounting Office
(GAO) estimates potential fiscal year 1982 collections of $0.40 billion for 8 agencies which were unable to provide collection breakdowns. The savings could be recovered during fiscal year 1982 with

increased emphasis on audit resolution practices. Additional costs
to the agencies for collecting these funds would be minimal.
The Committee believes that the disappointing results of recent
efforts to obtain current unresolved audit finding data shows a
continued lack of progress in the audit resolution area. Of the 20
agencies contacted, only 12 were able to provide dollar figures for
unresolved audit findings by program, function, or other agency or
divisional breakdown. The remaining 8 agencies could not give any
estimate of the amount included within their unresolved audit
findings figure which would result in the receipt of funds.
The Committee recommends that more intensive efforts, the
Office of Management and Budget (OMB), agency heads, and audit
organizations could result in a significant increase in collections
* Action required to implement recommendation
The GAO has suggested and the Committee concurs that the
following steps for implementation be directed immediately to
assure the proposed fiscal year 1982 savings:
The Director of OMB should:
-Include oversight of agency audit resolution practices in the
budget review process to provide (1) an assessment of progress in establishing, revising, and implementing resolution
systems, (2) an adjustment of agency budget allowances
where appropriate, and (3) a report to the Chairpersons of
the House and Senate Committees on the Budget and Appropriations on progress and action plans.
-Clarify Circular A-73 so that (1) it provides that periodic
reports to agency heads include complete details on the resolution of findings and on the age and amounts of unresolved
findings, (2) it applies to all audit reports, including contract,
subgrantee, and regulatory audits, and (3) written determinations and the legal basis for nonconcurrence with audit
recommendations apply to both procedural and monetary
findings.
The heads of Federal agencies should:
-Further improve audit resolution policies, procedures, and
practices to comply with the intent and spirit of OMB guidelines, designating a top level manager to coordinate these
efforts and prepare progress reports for OMB.
-Take legal or administrative actions against the parties involved whenever audit findings concern fraud, waste, or
abuse of Federal funds.
-Make the timeliness and quality of audit resolution a written performance standard and a factor in determining bonuses for Senior Executive Service members and merit pay
for supervisors.
Inspectors General and Directors of Audit organizations should
develop internal procedures and controls for efficient and effective
planning, coordinating, revising and reporting of audit work and
audit follow-up activities in accordance with GAO and other professional standards.

* Outyear impact of recommendation
The recommendation assumes comparable savings in fiscal year
1983 and 1984. This would result in fiscal year 1983 reduction of
$0.20 billion in budget authority and outlays and a fiscal year 1984
reduction of $0.10 billion in budget authority and outlays for the
resolution and improvement of audit findings data collection.
1982 CREDIT BUDGET
[In millions of dollars)
New direct loan obligations
Program

Carter
budget

Administralion budget

No credit programs in this function

HBC
recommendation

New loan guarantee commitments
Carter
Carter
budget

AdmIIstra
Ainitralion budget

HBC
recommenaton

XI. REVISED BUDGET RESOLUTION FOR FISCAL YEAR
1981
Title I of this resolution revises the Second Budget Resolution for
fiscal year 1981. This has become necessary due to the Administration's failure to reduce spending through the elimination of fraud,
waste, and abuse. In the Committee's report accompanying House
Con. Res. 448, the Second Concurrent Resolution for Fiscal Year
1981, the Committee recommended a 2 percent reduction in spending outlays consistent with the proposal of President-elect Reagan.
"It will give him the opportunity to translate his budgetary program into administrative reality. If it should turn out, however,
that the Administration is unable to realize these reductions solely
through the elimination of fraud, waste, and abuse, it will be
necessary to cut programs to adjust the budget resolution figures in
a revised second budget resolution for fiscal year 1981." The Committee across-the-board cut decreased the staff recommendation by
$28.35 billion in budget authority and $17.00 in outlays.
Since the ceilings in the Second Budget Resolution have been
exceeded, spending legislation for fiscal year 1981 is subject to a
point of order under section 311(b) of the Congressional Budget Act
of 1974. But the Administration has requested additional discretionary program supplementals of $12.70 billion in budget authority and $4.80 billion in outlays and rescissions of $14.90 billion in
budget authority and $1.20 billion in outlays as reestimated by the
Congressional Budget Office (CBO). Some of these supplemental
amounts, such as food stamps, student financial assistance, forest
fire fighting and veterans medical care should not be deferred.
Passage of a revised Second Budget Resolution will allow for consideration of such additional amounts.
Title I of this resolution revises the Second Resolution for Fiscal
Year 1981 as follows:
BUDGET AGGREGATES, FISCAL YEAR 1981
[In billions of dollars]
Second
resoution
(Nov
1980)20,

Revised
second
t 6,
res
(1A9981
1981)

Revenues ................... ..................................................
...................
. 605.00
610.90
Budget authority ............. ................................................ 694.60 723.00
Outlays ...................... ...........
...........
........
.............. .............. ................................
632.40 662.40
Deficit ....
............................ ..........................................
- 27740 - 51.50
(217)

Revised
second
resoluton

Revised
send
resolution

Revised
second
resolution
over(+)/
under -)

050-National defense.

Budget authority .....................
.........................
.......... ......................
Outlays.

.............

... . ... . ... . .. ...................................

150-nternational affairs:
Budget authority ........... . .... ....................................
Outlays ........ .. .. . . ............................................
........
250--General science, space, and technology:
. .......... .........................
Budget authority.... .....................
Outlays........................
...........................................
270-Energy
............................
Budget authority ..........
Outlays.. . . ...........
... ...... ................. ..... ..... ..............
300-Natural resources and environment:
Budget authonty .

.. .................................

Outlays. ..........
.
.......... .......
350-Agriculture-

.. ....................................

..............

Budget authority .....
.............. ...

Outlays ............................................ ..
370-Cmmerce and housing credit.
Budget authority ....

................................

... .........................................

560
2.70

+025
+0.60

.... ............................ ..........................

Outlays..............................................
400-Transportation
Budget authority ............................................................................
Outlays .... . ...... ...... ................... .... ....... ................................... .. ..
450-Community and regional development.
Budget authority ..............................................
Outlays .. . ......................... ...... ... ... ................................. .... ....
500-Education, training, employment and social servicesBudget authority ............ .. ....... .. . ... . ... ......... .....................
Outlays ...............

........

550-Health.
Budget authority ....... ...........................
........................... .
Outlays ..... ...................................................
600-Income secunty:
Budget authonty ..... ........................................... ........................
Outlays .... ........ . .. .. ... ...................................................... ......... . .
700-Veterans benefits and services.
Budget authority ..................................
. .......................... ............................. ...............
Outlays ......
750-Administration of justice:
Budget authority.. . . .. .. .... .. .... .. ...................................................

Outlays... ............
800-General government.
Budget authority

Outlays

. .............. ............ ..................... .........

...................................... ............ .

...........................

.. .........

850-General purpose fiscal assistance
....
Budget authority ...............................
Outlays .............................................
900-nterest
Budget authority.............................................
Outlays .....
... ...
...........
...
900-Allowances:
1.20
+0.80
. ..........
.................
Budget authority. ......
120
+0.75
Outlays .......... . ...........
...................................... .
950-Undistributed offsetting receipts
-28.90
-3.10
..
Budget authority ....
....
.........
............................................
-2890
-3.10
.
.
.
.
Outlays
. ........ ..... .... .....................................................

The spending increases reflected in this revision have not been
due to actions taken by Congress since the passage of the Second
Budget Resolution. The increases are primarily due to changes in

the economy and the administration's failure to reduce spending
estimates through management efficiencies and other improvements. The interest function alone has increased by $8.70 billion
since last fall.
The totals shown below encompass amounts alread enacted in
the previous session of Congress appropriations for mandatory programs that need additional funding, and some but not all discretionary changes requested by the President.
I. SUMMARY
Administration
Budget
authority

Full year current level
Discretionary program supplemental
Rescissions

Total

77-239 0 - 81 - 15

Outlays

......
712.30
....... + 12.70

65160
+ 5 10

710 10

65520

........

-1490

-150

Administration reestimated
Budget
authority

Outlays

Committee
recommendation
Budget
authority

Outlays

71930
+ 1270

65780
+4.80

71930
+ 1310
-940

-05

717 10

66140

72300

6624

-1490

-120

657.8
+ 51

XII. DEFICIT AND DEBT
Deficit.-The Committee recommendation for the First Budget
Resolution projects a deficit of $25.6 billion. The proposed deficit
reflects a net reduction in Federal spending of $30.95 billion below
current policy; the recommended spending level of $714.55 billion is
$2.15 billion below that proposed by the administration, after revision to include more recent economic information and technical
estimating difference. The recommended deficit also reflects a more
prudent approach to tax reduction; tax revenues would be reduced
from current law levels by $30.45 billion (net) in 1982 rather than
the $52.0 billion proposed by the administration as estimated by
the Committee.
DEBT

The Committee recommends public debt levels for the end of
Fiscal Years 1982, 1983, and 1984 calculated as follows:
DEBT
[In billions of dollars]

Fiscal year 1981 debt:
Debt Septem ber 30, 1980 ............................................................................
908.7
Fiscal year 1981 deficit .............................................
. ..............................
51.5
Trust fund surplus fiscal year 1981 ........................................................
9.9
Off-budget outlays fiscal year 1981 ..........................................................
24.0
Change in cash balances and other adjustments ...........................................................
T otal .........................................................................
................................
994.1
Fiscal year 1982 debt:
Debt September 30, 1981 (estimated) .......................................................
994.1
Fiscal year 1982 deficit ....................................
.. 25.6
Trust fund surplus fiscal year 1982 ........................
.............................
22.6
Off-budget outlays fiscal year 1982 .................
........
........ ......
17.7
Change in cash balances and other adjustments .........................................
Total ..................................................................................................
.......
Fiscal year 1983 debt:
Debt September 30, 1982 (estimated) .......................................................
Fiscal year 1983 deficit ................................................................................
Trust fund surplus fiscal year 1983 ...........................................................
Off-budget outlays fiscal year 1983 ..........................................................
Change in cash balances and other adjustments ..............................

1,060.0
1,060.0
1.25
21.9
11.7

Total .....................................................
..................................... .........
1,094.85
Fiscal year 1984 debt:
Debt September 30, 1983 (estimated) ........................................................
1,094.85
Fiscal year 1984 surplus .............................................................................
- 25.8
Trust fund surplus fiscal year 1984 ........................................................
17.1
Off-budget outlays fiscal year 1984 ............................
..
10.5
Change in cash balances and other adjustments ...................................................
Tota l ..........................................................................................................
(221)

1,096.65

XIII. BACKGROUND AND NATURE OF THE RESOLUTION
The First Budget Resolution for Fiscal Year 1982 continues Congress determined effort, which has gained momentum over the past
few years, to provide control over the growth of Federal spending.
The budget resolution consists of three titles. Title I of the resolution revises the Second Budget Resolution for Fiscal Year 1981.
Title II of the resolution contains the First Budget Resolution for
Fiscal Year 1982; sets an aggregate target, as well as functional
category targets, for Federal credit activities; and includes sense of
the Congress language that new Federal credit activities be subject
to the appropriations process. Title II also addresses through sense
of the Congress language the problem of indexing Federal programs.
Title III of the resolution would apply the reconciliation process
to spending bills and would maintain the procedure implemented
in last year's first budget resolution whereby spending bills in
violation of budget resolution targets would not be enrolled and
sent to the President for signature until adoption of the second
budget resolution in full. Title III also contains sense of the Congress language requesting the Administration to submit to Congress legislative proposals to implement identified budgetary savings through improved administrative procedures.
Finally, pursuant to Public Law 96-38, adoption of the conference report on the First Budget Resolution for Fiscal Year 1982
will set into motion the process for determining the public debt
limit for fiscal years 1981 and 1982.
The Resolution was developed after extensive hearings by both
the full Committee and special task forces established to hear
testimony from specific groups interested in the budget. In February and March the President submitted his economic report and
budget proposals for fiscal year 1982.
As required under the Budget Act, all House and joint committees submitted their reports commenting on the President's budget
proposals and setting forth their views and estimates for appropriate levels of spending for programs within their jurisdictions. The
Committee also received reports from the Congressional Budget
Office (on fiscal policy and national priorities) and the Joint Economic Committee (on recommendations as to the fiscal policies
which would be appropriate to achieve the goals of the Employment Act of 1946).
The Committee also heard testimony from key economic and
policy advisors in the Administration including Treasury Secretary
Donald Regan; Defense Secretary Caspar Weinberger; Energy Secretary James Edwards, Agriculture Secretary John Block, Secretary of Labor Raymond Donovan, Secretary of Health and Human
Services Richard Schweiker, Education Secretary Terrel Bell,
Office of Management and Budget Director David Stockman, Council of Economic Advisers Chairman Murray Weidenbaum, Comp-

troller General of the United States Elmer Staats, and Chairman
of the Federal Reserve Paul Volcker.
In addition, testimony was received from Congressional Budget
Office Director Alice Rivlin, as well as a number of distinguished
economists and representatives from labor, business and public
interest groups.
Provisions of Law Relating to the First Budget Resolution.-

Adoption of the First Budget Resolution is a key point in the

congressional budget process. Prior to its adoption, required no
later than May 15, it is not in order to consider new spending bills
for fiscal year 1982 or changes in revenues or the public debt for
fiscal year 1982. In order to promote timely action on appropriations bills, the Budget Act requires that all authorizations for
fiscal year 1982 be reported from committee in both the House and
Senate by May 15. It is extremely important that the Congress
keep these procedural requirements in mind, since measures that
violate these provisions are subject to points of order in the House.
Additional matters in the budget resolution
Federal credit control.-Section 301(a)(6) of the Act provides for
the inclusion in a budget resolution of "such other matters relating
to the budget as may be appropriate to carry out the purposes of
this Act." The Budget Committee has long been concerned about
the impact of Federal credit activities on financial markets, the
economy, and the Federal budget. As a step toward establishing
better controls over these programs, the budget resolution includes
targets for the aggregate amount and functional amounts of new
direct loan obligations and new loan guarantee commitments
which the Federal Government may incur or enter into during
fiscal year 1982.
The resolution also includes sense of the Congress language that
Congress should limit, through the appropriations process, the level
of Federal loan activity in fiscal year 1982 to the targets set forth
in the resolution.
After an initial period of experience with targets for credit activities, it may be advisable to place ceilings on aggregate credit levels
as a means of exercising further control in this area.
Enforcement of spending restraint.-The large reductions in Federal spending targeted in the budget resolution will require extraordinary discipline and restraint. Existing programs, including
entitlement programs, will have to be cut back and new initiatives
deferred. To insure that Federal spending is reduced the resolution
contains two procedures: reconciliation and the deferral of enrolling certain spending bills. The authority for these procedures is
found in section 301(b) of the Budget Act, which provides:
(b) ADDITIONAL MATTERS IN CONCURRENT RESOLUTION.-The first

concurrent resolution on the budget may also require-

(1) a procedure under which all or certain bills and resolu-

tions providing new budget authority or providing new spend-

ing authority described in section 401(c)(2)(C) for such fiscal
year shall not be enrolled until the concurrent resolution required to be reported under section 310(a) has been agreed to,
and, if a reconciliation bill or reconciliation resolution, or both,

are required to be reported under 310(c), until Congress has
completed action on that bill or resolution, or both; and
(2) Any other procedure which is considered appropriate to
carry out the purposes of this Act.
Enrollment of spending bills.-Section 301(b)l) authorizes Congress, by means of its first budget resolution, to require that appropriation and entitlement bills for the ensuing fiscal year not be
sent to the President until the congressional budget process has
been completed for that year.
The resolution would require that all spending bills, including
both appropriation and entitlement bills, which exceed the section
302 allocation in the budget resolution by the committees pursuant
to the first budget resolution rolled until after the adoption of the
second budget resolution in the fall. Of course, bills which are
consistent with these budget resolution targets will be sent to the
President for signature immediately.
Reconciliationprocess.-Section 301(b)(2) of the Act provides that
the first budget resolution may require any procedure "which is
considered appropriate to carry out the purposes of this Act." Last
year this provision was used to include reconciliation instructions
in the First Budget Resolution. Congress reconciled spending for
fiscal year 1981. Under normal circumstances, this procedure
would be implemented in reconciliation directives in the second
resolution, as provided in Section 310 of the Act. This year, if
Congress is to effectuate its goal of controlling federal spending, it
will be necessary to implement program changes, in both entitlements and other programs, for fiscal years 1982, 1983, and 1984.
Consequently, the budget resolution includes instructions to House
and Senate committees to consider and submit by June 15, 1981,
legislation making spending changes sufficient to achieve the savings targets for those fiscal years in the budget resolution.
The reconciliation process contemplated in the recommended
budget resolution would follow the procedures outlined in section
310 of the Budget Act.
Section 310(a) provides that reconciliation instructions shall
direct changes in new budget authority, carryover budget authority
from prior fiscal years, and spending authority.
Implementation of the changes directed in the budget resolution
would be handled by the committees holding jurisdiction over the
particular legislation. The budget Committees would become involved in the process only if more than one committee must report
implementing legislation, and their role would be limited to assembling the parts prepared by the various committees into a single
bill or resolution.
Section 310 provides:
SEC. 310. (a) REPORTING OF CONCURRENT RESOLUTION.-The Committee on the Budget of each House shall report to its House a
concurrent resolution on the budget which reaffirms or revises the
concurrent resolution on the budget most recently agreed to with
respect to the fiscal year beginning on October 1 of such year. Any
such concurrent resolution on the budget shall also, to the extent
necessary-

(1) specify the total amount by which(A) new budget authority for such fiscal year;

(B) budget authority initially provided for prior fiscal
years; and
(C) new spending authority described in section
401(c)(2)(C) which is to become effective during such fiscal
year,
contained in laws, bills, and resolutions within the jurisdiction
of a committee, is to be changed and direct that committee to
determine and recommend changes to accomplish a change of
such total amount;
(2) specify the total amount by which revenues are to be
changed and direct that the committees having jurisdiction to
determine and recommend changes in the revenue laws, bills,
and resolutions to accomplish a change of such total amount;
(3) specify the amount by which the statutory limit on the
public debt is is to be changed and direct the committees
having jurisdiction to recommend such change; or
(4) specify and direct any combination of the matters described in paragraphs (1), (2), and (3).
Any such concurrent resolution may be reported, and the report
accompanying it may be filed, in either House notwithstanding
that that House is not in session on the day on which such concurrent resolution is reported.
(b) COMPLETION OF ACTION ON CONCURRENT RESOLUTION.-Not

later than September 15 of each year, the Congress shall complete
action on the concurrent resolution on the budget referred to in
subsection (a).
(c) RECONCILIATION PROCESS.-If a concurrent resolution is agreed
to in accordance with subsection (a) containing directions to one or
more committees to determine and recommend changes in laws,
bills, or resolutions, and(1) only one committee of the House or the Senate is directed
to determine and recommend changes, that committee shall
promptly make such determination and recommendations and
report to its House a reconciliation bill or reconciliation resolution, or both, containing such recommendations; or
(2) more than one committee of the House or the Senate is
directed to determine and recommend changes, each such committee so directed shall promptly make such determination
and recommendations, whether such changes are to be contained in a reconciliation bill or reconciliation resolution, and
submit such recommendations to the Committee on the Budget
of its House, which upon receiving all such recommendations,
shall report to its House a reconciliation bill or reconciliation
resolution, or both, carrying out all such recommendations
without any substantive revision.
For purposes of this subsection, a reconciliation resolution is a
concurrent resolution directing the Clerk of the House of Representatives or the Secretary of the Senate, as the case may be, to
make specified changes in bills and resolutions which have not
been enrolled.
(d) COMPLETION OF RECONCILIATION PROCESS.-Congress shall
complete action on any reconciliation bill or reconciliation resolution reported under subsection (c) not later than September 25 of
each year.

Revisions of budget resolutions.-Section304 provides the authority to revise the budget resolution whenever necessary during the
fiscal year.
Section 304 states:
SEC. 304. At any time after the first concurrent resolution on the
budget for a fiscal year has been agreed to pursuant to section 301,
and before the end of such fiscal year, the two Houses may adopt a
concurrent resolution on the budget which revises the concurrent
resolution on the budget for such fiscal year most recently agreed
to.
Pursuant to the authority of section 304, the resolution revises
the Second Concurrent Resolution on the Budget for Fiscal Year
1981.
Public debt limit.-Pursuant to P.L. 96-38, enacted September
29, 1979, the debt limit for fiscal years 1981 and 1982 will be the
amounts specified in the most recently approved conference report
accompanying a Concurrent Resolution on the Budget for such
fiscal years.
The procedure on the House side blends the public debt limit
into the congressional budget process which, by setting the budget
totals, fundamentally determines what amount of debt must be
outstanding.
The amount approved in the resolution then becomes the substance of a joint resolution to be sent to the Senate for its approval.
After favorable action by the Senate, the joint resolution is forwarded to the President for his signature.
Legislative jurisdiction over the public debt remains in the Committee on Ways and Means. The proposed procedure does not preclude that Committee from originating public debt bills whenever
necessary.
Committee action on the first budget resolution.-The Committee
met to consider the Resolution in open executive session on April 6,
7, 8, and 9, 1981. The Resolution was ordered reported on April 9,
1981 by a recorded vote of 17 to 13.

APPENDICES

APPENDIX A
DESCRIPTION OF FUNCTIONS
Function 050: National Defense
051 Department of Defense-Military
053 Atomic Energy Defense Activities
054 Defense-Related Activities
DESCRIPTION OF FUNCTION

Funds in this function are provided to develop, maintain, and
equip the military forces of the United States, and to finance
defense-related activities of the Department of Energy. Major areas
of funding include pay and benefits to active military and civilian
personnel; military retired pay; research, development and procurement of weapons systems and supporting equipment; military construction including family housing; and operations and maintenance of the defense establishment. Funding is also provided for
the development and procurement of nuclear weapons and naval
reactors.
Major Federalprograms in this function
Department of Defense-Military
Atomic Energy Defense Activities
Defense-Related Activities
Major Federaldepartments and agencies in this function
Department of Defense
Department of Energy
(Nuclear Weapons and Naval Reactors)
151
152
153
154
155

Function 150: International Affairs
Foreign Economic and Financial Assistance
Military Assistance
Conduct of Foreign Affairs
Foreign Information and Exchange Activities
International Financial Programs
DESCRIPTION OF FUNCTION

Funds in this function are provided to finance the foreign affairs
establishment, including embassies and other diplomatic missions
abroad; sale of U.S. commodities under the Food for Peace programs; foreign aid loan and technical assistance activities in the
less developed countries; security assistance military sales made
through the Foreign Military Sales Trust fund, U.S. contributions
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to the international financial institutions, and Export-Import Bank
activities.
Major Federalprograms in this function
Foreign Affairs
Foreign Aid
Food for Peace
Security Assistance
Foreign Military Sales
Export Promotion
U.S. Contributions to International Financial Institutions
Major Federal departments and agencies in this function
Department of State
Department of Defense
Department of Treasury
Department of Agriculture
Agency for International Development
International Communication Agency
Export-Import Bank
Function 250: General Science, Space and Technology
251 General Science and Basic Research
253 Space Flight
254 Space Science, Applications and Technology
255 Supporting Space Activities
DESCRIPTION OF FUNCTION

This function includes space research and technology, general
science, and basic research not specifically covered by other functional areas, and represents nearly 20 percent of the total Federal
research and development outlays. The budgets for the National
Science Foundation (NSF), certain research programs of the Department of Energy (DOE), a small Smithsonian Institution program, and the National Aeronautics and Space Administration
(NASA) program (except for aeronautical programs) are within this
category.
Major Federalprograms in this function
General Science and Basic Research (not primarily associated
with other functions)
Space Research, Technology and Applications
Major Federal departments and agencies in this function
Department of Energy
National Science Foundation
National Aeronautics and Space Administration
271
272
274
276

Function 270: Energy
Energy Supply
Energy Conservation
Emergency Energy Preparedness
Energy Information, Policy and Regulation

DESCRIPTION OF FUNCTION

This function represents 1 percent of total outlays contained in
the recommendation for fiscal year 1982. Approximately 34 percent
of the outlays in the recommendation for this function are relatively controllable by Congress under existing law for fiscal year 1982.
This function represents a consolidation of nearly all Federal
energy and energy-related programs.
Major Federalprograms in this function
Energy Supply
Energy Research, Development and Demonstration
Synthetic Fuels Program
Energy Conservation
Strategic Petroleum Reserve
Nuclear Regulation
TVA Power Program
Major Federal departments and agencies in this function
Department of Energy

Nuclear Regulatory Commission
Tennessee Valley Authority
Rural Electrification Administration (USDA)
Function 300: Natural Resources and Environment
301 Water Resources
302 Conservation and Land Management
303 Recreational Resources
304 Pollution Control and Abatement
306 Other Natural Resources
DESCRIPTION OF FUNCTION

Programs in this function are primarily designed to develop
manage, and maintain the Nation's natural resources and environment. Over the last 5 years, outlays in this function have risen
significantly, reflecting substantial spending for activities related
to the national goal of enhancing the environment.
Major Federalprograms in this function
Natural Resources Management, Development and Conservation
Water Resources Programs
Management and Acquisition of Natural Parks
Sewage Treatment Plant Construction Grant Program
Protection of the Environment
Development, Regulation, and Conservation of Minerals
Management and Preservation of the Public Lands
Major Federal departments and agencies in this function
Department of the Interior
Department of Agriculture
Department of Commerce
Army Corps of Engineers
Environment Protection Agency
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Function 350: Agriculture
351 Farm Income Stabilization
352 Agriculture Research and Services
DESCRIPTION OF FUNCTION

Programs in this function are designed to assist food producers,
provide market information and services, and support food research. Food producers are assisted through deficiency payments,
disaster payments, product purchses, insurance, nonrecourse loans,
and regular loans. Market information and services include Department of Agriculture administration, animal disease prevention, distribution of market information, and numerous regulatory activities. Research provides for direct support of Federal biological research facilities, grants for State-supported facilities, and economic
analysis.
Major Federalprograms in this function
Price Support and Related Programs (Commodity Credit Corporation)
Federal Crop Insurance
FmHA Farm Loans
Research Programs
Extension Programs
Consumer Protection, Marketing and Regulatory Programs
Economic Intelligence
Major Federal departments and agencies in this function
Department of Agriculture

Function 370: Commerce and Housing Credit
371 Mortgage Credit and Thrift Insurance
372 Postal Service

376 Other Advancement and Regulation of Commerce
DESCRIPTION OF FUNCTION

This function, which is highly volatile from year to year because
of changing economic conditions, provides for assistance through
the Government's mortgage credit programs and other activities
related to commerce and finance.
Major Federalprograms in this function
Mortgage Insurance Programs
Secondary-Market Support for Insured and Subsidized Mortgages
Rural Housing Programs
Payments to the Postal Service
Small Business Loan and Guarantee Assistance
Thrift and Deposit Insurance
Regulatory Agencies
Major Federal departments and agencies in this function

Department of Housing and Urban Development: FHA and

GNMA
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Department of Agriculture: FmHA
Department of Commerce
Postal Service
Small Business Administration
Regulatory Commissions
Federal Deposit Insurance Corporation
Federal Home Loan Bank Board
401
402
403
407

Function 400: Transportation
Ground Transportation
Air Transportation
Water Transportation
Other Transportation
DESCRIPTION OF FUNCTION

This function provides assistance for transportation activities including Ground (highway, railroads, and mass transportation), air
and water transportation programs. The transportation activities
include major grant-in-aid programs to support State and local
activities.
Major FederalPrograms in this function

Highway Construction and Safety
Mass Transit
Railroad Assistance
Airways and Airports
Maritime Subsidies

Coast Guard
Major Federal departments and agencies in this function
Department of Transportation
Department of Commerce
NASA: Aeronautical Research
Interstate Commerce Commission
Civil Aeronautics Board
Function 450: Community and Regional Development
451 Community Development
452 Area and Regional Development
453 Disaster Relief and Insurance
DESCRIPTION OF FUNCTION

This function provides urban and rural economic assistance, area
and regional development programs and disaster assistance
programs.
Community development block grants account for more than half
of the outlays in this function. The balance is made up of a wide
variety of urban and rural development grant programs and disaster assistance programs.
Major Federalprograms in this function
Community Development Block Grants
77-239 0 - 81 - 16

Urban Development Action Grants
Rural Development and Business Assistance
Economic Development Assistance
Indian Assistance Programs
Disaster Relief
Flood Insurance
Major Federal departments and agencies in this function
Department of Housing and Urban Development
Department of Agriculture: Farmers Home Loan Administration
Department of Commerce: Economic Development Administration
Department of Interior: Bureau of Indian Affairs
Small Business Administration
Function 500: Education, Training, Employment and Social
Services
501 Elementary, Secondary, and Vocational Education
502 Higher Education
503 Research and General Education Aids
504 Training and Employment Services
505 Other Labor Services
506 Social Services
DESCRIPTION OF FUNCTION

This function includes programs designed to promote the general
extension of knowledge and skills and to assist individuals to
become self-supporting members of society: child development, elementary, secondary, vocational, and higher education programs;
employment and training and public service employment programs; and grants to States for general social services and rehabilitation services. Funds in this function may be made available as
income support directly related to training or education; cash payments (scholarships, loans or stipends) to persons to enable them to
participate in education or training programs; grants to States,
local governments, Indian tribes, or public and private institutions
to operate local educational, employment, training, or social service
programs; and direct research and departmental management expenditures.
Major Federalprograms in this function
Financial Assistance for Elementary and Secondary Education
(ESEA)
Occupational, Vocational and Adult Education
Higher Education Student Assistance
Higher and Continuing Education
Comprehensive Employment and Training Act (CETA) Program
Grants to States for Social and Child Welfare Services
Human Development Services
Major Federal departments and agencies in this function
Department of Education
Department of Health and Human Services

Department of Labor
Department of Interior
Community Services Administration, ACTION, and Various
Other Independent Agencies
551
552
553
554

Function 550: Health
Health Care Services
Health Research
Education and Training of Health Care Work Force
Consumer and Occupational Health and Safety
DESCRIPTION OF FUNCTION

The major purpose of programs in this function is to promote the
physical and mental health of the population. Programs include
financing of medical care for aged, poor, and disabled persons;
provision of health care for certain population groups such as
American Indians and merchant seamen; and grants to States,
localities, and community groups to support health services programs. The function also includes research into the causes and
cure of disease; promotion of consumer and occupational health
and safety; training support for health workers and researchers;
construction of health training and health care facilities; and food,
drug, and other product safety and inspection programs.
Major Federalprograms in this function
Health Insurance for the Aged and Disabled (Medicare)
Grants to States for Medical Assistance Programs (Medicaid)
National Institutes of Health
Alcoholism, Drug Abuse and Mental Health Research, Training
and Services
Health Resources Development
Health Services to Designated Population Groups
Disease Prevention and Control
Major Federal departments and agencies in this function
Department of Health and Human Services
Department of Labor
Office of Personnel Management
Department of Agriculture: Food Safety and Quality Service
601
602
603
604
605
609

Function 600: Income Security
General Retirement and Disability Insurance
Federal Employee Retirement and Disability
Unemployment Compensation
Housing Assistance
Food and Nutrition Assistance
Other Income Security
DESCRIPTION OF FUNCTION

Programs in this function provide cash and in-kind benefits to
people who need permanent or temporary income assistance. Over
half of the estimated outlays will go to retirees through such

programs as social security, Federal civilian retirement, and Railroad Retirement. In-kind assistance benefits include food stamps
and other food programs, as well as subsidized housing. Cash assistance benefits include Aid to Families with Dependent Children
(AFDC), Supplemental Security Income (SSI), and special benefits
for disabled coal miners. Cash benefits for the disabled are provided through special programs, the largest of which is the disability component of social security. Finally, unemployment benefits
for workers temporarily out of work are included in this function.
* Major Federalprograms in this function
Old-Age, Survivors and Disability Insurance
Railroad Retirement
Special Benefits for Disabled Coal Miners
Federal Employment Retirement and Disability
Unemployment Compensation
Supplemental Security Income (SSI)
Grants to States for Maintenance Payments (Primarily AFDC)
Housing Assistance
Food Stamps
Child Nutrition
" Major Federal departments and agencies in this function
Office of Personnel Management
Department of Agriculture: Food and Nutrition Service
Department of Health and Human Services
Department of Housing and Urban Development
Department of Labor
Railroad Retirement Board
Department of State
Function 700: Veterans Benefits and Services
701 Income Security for Veterans
702 Veterans Education, Training, and Rehabilitation
703 Hospital and Medical Care for Veterans
705 Other Veterans Benefits and Services
DESCRIPTION OF FUNCTION

Most programs in this function are administered by the Veterans
Administration in support of former members of the armed services and their survivors and dependents. Over half of the outlays in
this function are for Income Security programs: compensation, pensions, and life insurance. Nearly one-third of the outlays are targeted at hospital and medical care for veterans, and about one-tenth
of the outlays fund veterans education, training, and rehabilitation.
Housing and other benefits comprise the remainder. Nearly the
entire function requires current action by Congress, yet the bulk of
this outlays are virtually uncontrollable because of the entitlement
nature of the major programs.
* Major Federalprograms in this function
Veterans Disability Compensation
Veterans Pensions

Veterans Education and Training (GI Bill)
Veterans Hospital and Medical Care
Veterans Guaranteed Housing Loans
Veterans Life Insurance
* Major Federal departments and agencies in this function
Veterans Administration
751
752
753
754

Function 750: Administration of Justice
Federal Law Enforcement Activities
Federal Litigative and Judicial Activities
Federal Correctional Activities
Criminal Justice Assistance
DESCRIPTION OF FUNCTION

The largest law enforcement programs are for the operations of
the Federal Bureau of Investigation, Customs Service, Immigration
and Naturalization Service which together constitute over 35 percent of total outlays in this function. Approximately 30 percent of
total outlays is accounted for by Federal litigative and judicial
activities. Approximately 15 percent of outlays is accounted for by
criminal justice assistance and correctional activities.
* Major Federalprograms in this function
Federal Bureau of Investigation
Drug Enforcement
Immigration and Naturalization
Legal Services
Customs
Prisons
Courts
Juvenile Delinquency Prevention
* Major Federal departments and agencies in this function
Department of Justice
Department of Treasury
Legal Services Corporation
Function 800: General Government

801
802
803
804
805
806

Legislative Functions
Executive Direction and Management
Central Fiscal Operations
General Property and Records Management
Central Personnel Management
Other General Government
DESCRIPTION OF FUNCTION

This function covers the general overhead costs of the Federal
Government. By far the largest proportion of new budget authority
and outlays are attributable to operations of the Treasury Department (including the Internal Revenue Service). The balance is distributed among a large number of relatively small accounts. The

legislative branch typically accounts for about one-fifth of the net
total.
Major Federalprograms in this function
Legislative Branch Activities
Federal Buildings Fund
Income-Tax Administration
Major Federal departments and agencies in this function
Congress and its Agencies
Executive Office of the President
Department of Treasury
General Services Administration
Office of Personnel Management
Department of Interior, Office of Territories
Function 850: General Purpose Fiscal Assistance
851 General Revenue Sharing
852 Other General Purpose Fiscal Assistance
DESCRIPTION OF FUNCTION

The General Revenue Sharing program accounts for about 75
percent of the function. The balance of the function is comprised of
payments and loans to the District of Columbia, payments in lieu
of taxes to States and local governments, and payments to Territories.
Major Federalprograms in this function
General Revenue Sharing
District of Columbia Federal Payment
Payments in Lieu of Taxes to States and Counties
Payments to Territories
New York City Seasonal Loan Program
Major Federal departments and agencies in this function
Department of Treasury
Department of Interior
Function 950: Undistributed Offsetting Receipts
951 Employer Share, Employee retirement
952 Interest Received by Trust Funds
953 Rents and Royalties on the Outer Continental Shelf
DESCRIPTION OF FUNCTION

Undistributed offsetting receipts involve financial transactions
that are deducted from budget authority and outlays of the Government as a whole. The three items in this function are the
employer share of employee retirement programs, composed of payments by Federal agencies to employee retirement funds; receipts
from rents and royalties from oil leases on the Outer Continental
Shelf; and deductions for interest received by certain trust funds.

APPENDIX B
ECONOMIC OUTLOOK
Introduction
The outlook for the economy over the next several years is
highly dependent upon the fiscal and monetary policies adopted for
fiscal year 1982 and beyond. The 1980 recession was not a typical
business cycle, but a reflection of the fundamental structural problems which have plagued the economy since the mid-1970's. Similarly, the recovery from that recession is unlikely to follow typical
patterns because the usual expansionary forces are weak, while the
problems of inflation and low productivity growth will seriously
constrain the recovery. A fundamental and sustained change in
Federal tax, spending and regulatory policies is required if we are
to address these problems. The economic assumptions adopted by
the Committee reflect the gradual impact on the economy over the
next few years of the prudent, restrained fiscal policy recommended in the Budget Resolution.
There are a large number of unknowns which could have a great
impact on the performance of the economy during 1981 and 1982,
most of which are outside of the control of fiscal and monetary
authorities. However, prudent and informed economic policy can
provide a stable base for future noninflationary growth, and can
help protect the economy against external shocks. The economic
forecast of the Committee assumes no large commodity price increases or supply disruptions, and assumes that monetary policy
will remain moderately restrictive for the next several years. After
a period of adjustment in 1981 and 1982, the economy is expected
to expand at a rate consistent with the growth of its productive
capacity.

1980
1980 was a year of considerable volatility, uncertainty, and testing of the basic strength of the economy. The disruption of Iranian
oil supplies and the consequent doubling of world oil prices imparted a strong inflationary shock to the economy in 1979. This shock,
combined with restrained monetary and fiscal policy aimed at preventing a further acceleration of inflation, was the immediate
cause of the 1980 recession. According to the National Bureau of
Economic Research, the economy entered recession in January
1980, perhaps the most widely anticipated recession in history. The
First Concurrent Resolution on the Budget for fiscal year 1981
assumed a modest decline in real GNP during 1980 accompanied by
a steady rise in unemployment and continuing high rates of inflation. For the year as a whole this forecast was generally accurate,
but the sequence of events during the year was different and
unexpected. Instead of the widely-anticipated shallow recession followed by sluggish recovery, the economy suffered an exceedingly
sharp contraction in the second quarter followed by an unexpectedTHE PERFORMANCE OF THE ECONOMY IN

ly early recovery. All of the decline in real GNP during the year

occurred in the 9.9 percent decline (annual rate) in the second
quarter, the largest ever recorded, and the entire increase in unem-

ployment occurred in this quarter. Both the third and fourth quarters showed surprisingly strong growth; real GNP grew at an
annual rate of over 3 percent, and industrial production grew at an
annual rate of almost 14 percent.
Virtually every indicator of real economic activity increased
during the second half of 1980, but not rapidly enough to attain the
peaks of the previous Janaury. Financial markets were especially
turbulent, as the effects of sharp swings in real economic activity,
temporary credit controls, and the Federal Reserve Board's new
operating procedures combined to create sharp swings in interest
rates and monetary aggregates. Interest rates rose to record highs
in the first quarter of 1980, only to plummet during the next three
months because of the exceedingly sharp contraction in economic
activity. For example, 3-Month Treasury bills averaged over 151/2
percent in March, and fell to less than 7 percent in June. By the
end of 1980 the recovery in economic activity, combined with restrictive monetary policy, brought interest rates to above their
previous records levels. These high interest rates have had a serious impact on important sectors of the economy, especially automobiles and housing.
It was feared that the economy would slide back into recession
late in 1980 or early in 1981 as increases in the major indicators
grew smaller and turned negative in some cases. However, consumer spending remained relatively strong, housing starts stabilized,
and business fixed investment increased modestly. The economy
appears to have begun 1981 with positive real growth, but with
little prospect of the rapid recovery that has characterized previous
post-war business cycles.
1981
The economy is estimated to have been stronger during the first
quarter of 1981 than in the second half of 1980, a development
which was unexpected as recently as January. Data from the first
two months of the quarter suggest that real GNP will increase at
an annual rate of about 5 percent, despite a slowdown in March.
This strength has caused most forecasts of 1981 real growth to be
revised upward. Such a revision accounts for most of the difference
between the Committee's 1981 real GNP forecast and that prepared
by the administration two months earlier.
The main element propelling the economy has been a continuing
increase in consumption. Auto sales in the first two months of the
year were 11 percent above the fourth quarter rate, and the continuation of rebate programs in March assures at least a maintenance of that gain. Other retail sales did not increase as much, but
showed gains comparable to those in the fourth quarter on an
annualized basis. This increase in consumption has been at the
expense of saving; the personal saving rate dropped substantially
from 6 percent in the third quarter of 1980 to about 4 percent at
the end of the first quarter of 1981, the lowest rate in thirty years.
This low saving rate is unlikely to continue; its likely rise will
produce slack sales which could cause unwanted accumulation of
inventories and some later decline in production.
Business fixed investment during the first quarter was strong
due to the mild weather and surge in construction which began in
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the fourth quarter. Prospects for the second quarter are not as
favorable; February orders for capital goods and a drop in nonresidential construction contracts caused by continuing high interest
rates indicate a decline in investment activity during the second
quarter. If interest rates fall during the second quarter in response
to greater supplies of credit or weak loan demand, investment
should pick up later. Because of the recent low capacity utilization
and the slack demand expected later in the year, businesses are
not expected to increase investment immediately in response to the
accelerated depreciation program assumed in the resolution.
Residential construction in the first quarter is likely to show an
improvement reflecting housing starts in the fourth quarter. However, housing starts dropped at an annual rate of 24 percent in
February as mortgage rates of 15 percent and more discouraged
single family housing activity, and multifamily construction declined after a fourth quarter surge. To a large extent, the rate of
housing activity for the remainder of the year will be determined
by interest rates and flows into savings institutions. The demographic factors underlying housing demand currently could support
more construction than is taking place, or is forecast for the remainder of the year. The postwar baby boom children have been
coming into the housing market for a number of years, but higher
prices and mortgage rates have restrained purchases. The introduction of new instruments for home financing and a projected drop in
interest rates over the next year should bring housing activity up
to the level of early 1979 by the end of this year, but residential
investment will continue to lag behind other sectors until the
fourth quarter.
Net exports have been very weak since mid-1980 due to the
recession in Europe and slow economic growth elsewhere in the
world. While the merchandise trade balance in February improved
from the large drop in January, the deficit for the first quarter will
still be larger than for the fourth quarter. Some improvement
should be seen by the end of 1981 as the European economies begin
to recover, but the foreign trade sector as a whole is not expected
to contribute to real economic growth during the year. The Committee economic assumptions do not include either formal action to
restrict auto imports or a lifting of the embargo on feed grain
exports to the Soviet Union during the year, either of which would
improve the trade balance in the short run.
The employment situation has not changed appreciably since the
end of the fourth quarter. Increases in .employment have been
largely matched by increases in the labor force so that the unemployment rate has remained in the 7.3 percent range for four
months. Slow growth of the economy during the next two quarters
combined with the administration and Committee proposal to
phase out the CETA Public Service Employment program will
result in a rise in unemployment to about 7.5 percent in the fourth
quarter. Total civilian employment increases by about 1.8 million
persons during the year, but the labor force increases by the same
amount.
Inflation in the Committee forecast shows some improvement
during 1981, but both the GNP deflator and Consumer Price Index
increase at near double-digit rates throughout the year. Although
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both inflation rates should decline from the fourth quarter to the
first quarter, rising unit labor and capital costs will continue to be
the principal causes of this year's inflation rate. Energy price
increases and interest rates dominated price developments in 1980,
but will be less important in 1981; indeed, they may have temporary, favorable impacts in the latter part of 1981. Decontrol of
domestic oil prices in February will have some impact in the first
half, but, as decontrol was previously scheduled to be completed by
September 30, the impact on the year as a whole will be small. The
price of imported oil is assumed to rise 13 percent this year compared with 58 percent in 1980.
The principal source of inflationary pressure in 1981 is expected
to be the rise in costs of production. In the first quarter total
compensation per hour in private business is estimated to have
increased almost 14 percent at an annual rate, in part due to the
increase in the Social Security payroll tax rate. Expectations of
inflation over the rest of the year remain high. According to recently reported surveys, more than half the respondents believe
that the inflation rate will be higher at the end of the year than it
is now. Major labor contracts negotiated in recent years have cost
of living provisions which tend to automatically pass price increases into higher wage costs. The recently negotiated United
Mine Workers contract, for example, implied wage increases over
three years averaging nearly 11 percent each year. Even with an
increase in productivity growth from 1980's negative performance
to a small position in 1981, the increase in unit labor costs during
the year is forecast to be about 10 percent. This implies an inflation rate of approximately that figure in the GNP deflator.
Another source of uncertainty in the coming months is the behavior of interest rates. After a slight decline during the first
quarter from record levels in January, short term rates began to
edge up in early April. The Committee assumes that 91-day Treasury bill rates will remain in the 13-14 percent range for a considerable period as real growth and inflationary pressures encounter
restrained monetary policy. This monetary restraint will eventually lower inflation and interest rates. However, in the short term,
before inflationary expectations are revised and cost pressures
ease, it will result in higher interest rates by restricting the supply
of credit relative to demand. In 1982 some of these pressures should
ease, and the lower budget deficit will reduce pressure in the credit
market.
TABLE 1.-RECENT MAJOR ECONOMIC INDICATORS'
October

Consumption

Auto sales (million)

Domestic

1981

1980

Item

.......

........ .... ..................

Imported
. ............................
......................
Retail sales (billion)
Except autos
......... .....
Personal consumption (billion) ....... ........

92

November
93

68

68

24
$967 3
$814 6
$1,730

25
$985 5
$826 8
$1,752

167
24 5

13 7
16 8

December
89

6.4

.......

97

February
10.5

70

75

25
$991 8
$839 7
$1,771

26
$1,020 9
$8558
$1,795

3.0
$1,029 9
$8620
$1,818

10.6
98

122
194

81
60

Personal income

Total (percent change)
Wages and salaries (percent change)

January
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TABLE 1.-RECENT MAJOR ECONOMIC INDICATORS 1Continued
Item

Saving rate (percent) 2 .
Residential construction

October
.

1980
November

56

.

1981
December

January

February

51

48

44

(3)

Housing starts (million)
...
....
. .. . . ...... .......
Single family
Construction put in place (billion) ...............
Nonresidential investment.

1......
152
11.........
01
$87 4

155
1 02
$93.7

153
97
$1002

1.62
99
$1032

122
.78
$101.0

Construction put in place (billion) ...............
Shipments-Nondefense capital goods (billion) ..........
Industrial production (1967= 100)

$83 6
$21 8

$84.2
$21 9

$89 0
$21 8

$93.2
$22 4

$91 4
$22.8

260
282

22.4
24 5

12 8
12 8

49
32

-54
-62

.97

2
7.6

97 3
75

97.3
74

97 7
74

979
73

..

458

424

415

417

410

$225.2
$2442
-$190

$220 1
$2383
-$182

$227 0
$2572
-$322

$221 5
$278.3
-$568

$233.3
$263 1
-$298

-$28
$48

$48
$40

$16
$12

$14 8
- $24

$12.0
$4.4

. .............
Total (percent change)
Manufacturing (percent change)
Employment.

Total (million) .........
Unemployment rate (percent)

...

...
..

Initial unemployment claims (thousands) ...
Foreign trade-merchandise,
Exports (billion)
Imports (billion)
Trade Balance (billion)
Inventories (change in book value)
Manufacturing (billion)
Wholesale .......................
.... ..

Retail

...........

$56

-$20

-$3 6

$12

(3)

All at annual rates except employment
Average of 3 months ending inindicated month
3Not available
2

ECONOMIC FORECAST FOR

1982

In 1982 the proposed economic policies should begin to take
effect. Infationary pressures will ease as expectations change, and
interest rates will decline. Investment should increase as the corporate sector begins to experience the benefits of accelerated capital
cost recovery and additional investment funds are made available
from higher savings.
Real growth will be led by business fixed investment and housing
constructon. Also, exports will benefit from the stronger economies
of our major trading partners, so that real net exports should again
contribute to real growth during 1982. Real growth on a fourth
quarter to fourth quarter basis is projected to be between 21/2 and 3
percent, and unemployment is expected to remain in the 7-71/2
percent range.
Inflation will decline slowly in 1982 as past wage settlements and
other cost increases are passed throgh into both the GNP deflator
and CPI. Similarly, interest rates should decline somewhat as savings flows increase, expectations about future inflation moderate,
and Federal borrowing declines.

TABLE 2.-HOUSE BUDGET COMMITTEE ECONOMIC ASSUMPTIONS
Calendar year1981

Item

Yearly average

Nominal GNP (billion)
..... ........... ....
Percent change
....
Real GNP (percent change) .
... .......
. ........
GNP deflator (percent change) ....
........
CPI-U (percent change)
........
. .
Unemployment (percent) ......
..
3-month Treasury bills (percent)
---

1982
4th/4th

$2,958 6
12.6
24
99
111
74
138

$3,082 6
12 8
26
100
111
'7 5
'130

Yearly average

$3,322 8
12 3
23
98
10 4
73
12 0

4th/41h

$3,462 1
12 3
27
94
99
74
1 109

14th quarter level

TABLE 3.-MAJOR COMPONENTS OF INCOME
[Billions of current dollars)
Calendar yearhem

1980 actual

Gross national product.
Personal income

...

.............

.......

......

............

Wagers and salaries
........ .
. ......
Corporate profits before tax . ..............................

.....

......

.

Estimated
1981

1982

2,626

2,959

3,323

2,160

2,431

2,699

1,344
246

1,507
245

1,682
283

1981-82
The Committee's economic assumptions represent a judgment
about the most likely course of the economy over the next two
years. They have taken into consideration many factors, including
ALTERNATIVE PATHS FOR THE ECONOMY IN

incomes, prices, unemployment, money supply, and interest rates.

However, there are major uncertainties that may change the economy for better or worse.
Events beyond the control of the United States which drastically
affect commodity prices have impinged most on the economy
during the past few years, and they remain the most likely source
of difficulty in the near term. Food prices are unpredictable and
volatile because they depend upon the harvests of the United
States and other exporting countries as well as those of the Soviet
Union and major grain importers. A principal danger is that another poor crop in 1981 or 1982 could force prices dramatically
higher due to the low levels of feed grain stocks after the bad
harvests of 1980. The most favorable outcome would be for only a
moderate increase in grain prices as these stocks are replenished.
Oil prices may also be increased by exporting countries more than
assumed in the forecast, and a prolonged interruption of crude oil
supplies due to political events in the Mideast remains a troublesome possibility. Such a shock would have severe repercussions on
prices, growth and employment, as it had in 1973-74 and 1979-80.
Another possible outcome would be more typical cyclical behavior of the economy in 1981 resulting from undesired inventory
accumulation in the first quarter followed by a significant rundown
thereafter, causing lower output and a reduction in employment.
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Monetary factors may also restrain the economy more than assumed here during the next several years. The Committee has
assumed that modest economic growth, with slowly decelerating
inflation, will continue during a period of monetary restraint. The
relatively large increases in monetary velocity consistent with this
forecast are reflected in a continuation of high short-term interest
rates. Nevertheless, it is possible that these projected interest rates
will prove to be too low, in spite of being three percentage points
above those forecast by the administration in 1982. If interest rates
in 1981 and 1982 are higher than forecast, housing and business
fixed investment would be lower, resulting in slower economic
growth.
Positive events which could affect the outlook significantly are
somewhat less probable, but certainly possible. Good harvests
throughout the world could keep grain and food prices down,
higher oil exports from Iran and Iraq could prevent a sharp increase in oil prices, or wage settlements over the next nine months
could moderate enough to hold the growth of unit labor costs below
that contained in the forecast. Any of these events could lower
inflation and interest rates, which would encourage additional business investment and personal saving, and thereby raise real growth
in the economy above that in the assumptions.
TABLE 4.-SUMMARY TABLE OF THE ECONOMETRIC FORECASTS
Actual 1980
41h
Yearly
quarter/4th
average
quarter

Projected 1981
4th
Yearly
quarter/4th
average
quarter

Gross national product (percent change)
94
a8
House Budget Committee (3-27-81)
..........
...........
Administration (3-10-81).. ....
.... ........ .......
............ .
Congressional Budget Office (2-14-81) .........
..............
Wharton (3-31-81) .................
DRI (3-24-81) ......
..........................
Chase (3-20-81) ....... .. . ........ .... ......
....
GNP in 1972 dollars (percent change) ....... . ....
- 0.3
- 0 2 ......
House Budget Committee ..........
.........
Administration . .........................
.
Congressional Budget Office ..............................
Wharton ... .......
.....
.. . .. ..... .... .. ................. ..
DRI . .... ........................
Chase ........... .................................................................................
GNP deflator (percent change) ......
..........
9.8
90
House Budget Committee .........
..................... .....................
Administration .................................
...
Congressional Budget Office ... .. ..
... .............
Wharton . . . ........... .................... ........
.....
DRI .........................
Chase ..............................
CPI (percent change) .... .. ............ .. .....
12.4
13 4
House Budget Committee . ....................
..........
Administration ............................
..............
Congressional Budget Office.............
...................................................
Wharton ............. ...............
.............. .... .. ... ........
DRI .......................................
Chase .....................................

128
110
120
12.3
12.5
12.4
.........
26
14
18
2.8
29
19

Projected 1982
4th
quarter/4th
average
quarter

12 6
11 1
11.9
11.9
119
117
...........
24
1.1
1.4
22
23
1.4

123
13.3
120
11,3
133
128

12.3
12.8
123
116
13.2
130

2.7
5,2
2,8
2.4
3,4
4,2

23
4.2
29
25
3.3
3.5
9.2
8.3
9.2
89
9.6
92

..

10.0
9.5
100
92
94
103

99
9.9
103
94
94
101

94
7,7
90
8,7
9.5
8.3

111
10.5
107
11 5
96
111

11.1
111
113
116
104
112

99
72
96
10.1
95
85

104
8.3
95
10.3
9.5
96
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TABLE 4.-SUMMARY TABLE OF THE ECONOMETRIC FORECASTS-Continued
Projected 1981
Yearly
4th quarter
level
average

Actual 1980
Yearly
4th quarter
average
level

Unemployment rate (percent)
House Budget Committee
Administration
Congressional Budget Office

DRI
Chase
3-month Treasury bill rate (percent) ....
House Budget Committee .... .........
Administration ....... .......
Congressional Budget Office. ......
DRI
Chase .......

77

..... . ...

Wharton

Wharton

75

-

16

---

77
7.6
70
80
130
101
135
141
125
136

74
78
77
76
73
79
13 8
11.1
12.6
128
12.4
133

Projected 1982
4th quarter
Yearly
average
level

APPENDIX C
TAX EXPENDITURES
The Congressional Budget Act of 1974 requires a listing of tax
expenditures in the President's budget submission and in reports
accompanying Congressional budget resolutions. Tax expenditures
are defined in the Act as "revenue losses attributable to provisions
of the Federal tax laws which allow a special exclusion, exemption,
or deduction from gross income or which provide a special credit, a
preferential rate of tax, or a deferral of tax liability."
As President Carter's
budget indicates, tax expenditures
''are one means by which 1982
the Federal government pursues public
policy objectives and, in most cases, can be viewed as alternatives
to budget outlays, credit assistance or other policy
instruments .

.

Tax expenditures have varied objectives. Nearly

all tax expenditures are meant either to encourage certain economic activities or to reduce income tax liabilities for taxpayers in
special circumstances."
The hope of this Committee is that by publicizing the variety of
activities and circumstances addressed in the tax code Members
will appreciate not only the continued growth in such expenditures, but the choice which is being made-conscious or otherwise-among alternate means of achieving the same desired economic goals and social objectives. Tax incentives are a form of
government intervention, however indirect, in the economy and/or
the distribution of income. They represent departures from a
normal tax structure.
One does not have to believe that every dollar earned belongs to
the government, to acknowledge the impact of additional foregone
revenues on the size of the deficit. With efforts to reduce the
growth in Federal spending intensifying, and competition for room
in the budget increasingly keen, it becomes all the more likely that
those responsible for coordinating efforts in any area will scrutinize tax policies as carefully as spending practices in choosing
between competing national priorities.
Estimates of individual tax expenditures consistent with the statutory definition are prepared by the Treasury Department, the
Congressional Budget Office, and the Joint Committee on Taxation
(Table 1). Although there is general agreement among these
sources, the concept of tax expenditures continues to evolve, and
the inclusion or exclusion of individual provisions remains controversial.
In addition, the amount of tax expenditures for any given provision is characterized as a rough estimate. For example, all tax
expenditure estimates are rounded for convenience to the nearest
$5 million, although few students of tax expenditures would agree
that this accuracy can be reached in practice. Moreover, published
lists of tax expenditures estimates caution the user that simple
addition of the amounts indicated for each separate provision may
lead to inaccurate totals inasmuch as a change in the tax laws
affecting any single provision may result in changes in taxpayer
behavior or have indirect effects on the computation of tax in other
respects. Accordingly, the figures shown in Table 1, and in each
function should be used with this caution in mind.

TABLE 1.-TAX EXPENDITURE ESTIMATES BY FUNCTION

I

[Fiscal years, inmillions of dollars
individuals

Corporations

Function

National defense
Exclusion of benefits and allowances to Armed Forces personnel ........
Exclusion of military disability pensions .
International affairs,
Exclusion of income earned abroad by U.S citizens
Deferral of income of domestic international sales corporations
(DISC)

..

Deferral of income of controlled foreign corporations
General science, space, and technology

Expensing of research and development expenditures

60

..

Energy.
Expensing of exploration and development costsOil and gas
......
Other fuels

Excess of percentage over cost depletion
Oil and gas
Other fuels .......

Supply incentives .
Conservation incentives..

Alternative, conservation and new technology credits
.

.

.
....

Energy credit for intercity buses
........
Natural resources and environment.
Expensing of exploration and development costs, nonfuel miner... ...

2,080

2

135

Exclusion of interest on State and local government industrial
development bonds for energy production facilities
Residential energy credits.

als

2

30

Capital gains treatment of royalties on coal ...
Alternative fuel production credit ........
Alcohol fuel credit .

Supply incentives .
Conservation incentives

1,765

..

Excess of percentage over cost depletion, nonfuel materials

50

20

(2)

10
520
445

100

Capital gains treatment of certain timber income .................
Investment credit and 7-yr amortization for reforestation expenditures .......... ...... ...... ............ .. . . . .
Capital gains treatment of iron ore ... . ...................................

470

190
10
10

(2)

10

Exclusion of interest on State and local government pollution
490
control bonds .......... ............................
.........
35
5-yr amortization on pollution control facilities
Exclusion of payments in aid of construction of water, sewage,
110
gas, and electric utilities ..... .................
25
Tax incentives for preservation of historic structures .........
Agriculture75
Expensing of certain capital outlays ............. ..... .........
25
...........
Capital gains treatment of certain income .....
Deductibility of patronage dividends and certain other items of
... 590
coopratves ..........................................
Exclusion of certain cost-sharing payments .................
Commerce and housing credit
Dividend and interest exclusion ..................................
Exclusion of interest on State and local industrial development
....
....
. 1,000
bonds .................
115
of
credit
union
income
........................
Exemption
Exclusion of interest on life insurance savings ....................
Excess bad debt reserves of financial institutions ....................... .. 340

Deductibility of interest on consumer credit ........
.. . ........................................
Deductibility of mortgage interest on owner-occupied homes
Deductibility of property tax on owner-occupied homes .............
Exclusion of interest on State and local housing bonds for
470
655
..................
owner-occupied housing .........
Exclusion of interest on State and local housing bonds for rental
195
240
housing ................................ ...............
.................
.....................................
Deferral of capital gains on home safes .....
Exclusion of capital gains on home sales for persons age 55
and over .......... ....... .......................

285
40

65

110
520
470
-220

75

700

1,590
140

525

2,655
190

,0.
..

,770.....
.. 5,50..
5,570

4,080

4,770

5,260
19,805
8,915

6,040
25,295
10,705

31,115

475
. 6,500
......

7.
585.........
...
,...
7,585

7,965

7,050

37,960

12,740

15,160

565

740

865

315
1,220

1,345

385

450
1,480

650

710

785

860

950

TABLE 1.-TAX EXPENDITURE ESTIMATES BY FUNCTION '-Continued
[Fiscal years, in millions of dollars]
Individuals

Corporations

Function

1981

1982

1983

1984

1985

1985

10,520

11,650

23,375

25,810

1982

1981

1983

1984

1985

1986

Expensing of construction period interest and taxes ...........
Excess 1st-year depreciation
Dereciation on rental housing inexcess of straightline
Depreciation on buildings other than rental housing inexcess of
straightine

.

Asset depreciation range.
Amortization of business start-up costs .............
Capital gains other than agriculture, timber, iron ore and coal
Capital gains at death
Reduced rates on the first $100,000 of corporate income.....
Investment credit, other than ESOPs, rehabilitation of structures,
and energy

Exclusion of scholarship and fellowship income

17,340

19,265

21,240

........
.......

Exclusion of interest on State and local student loan bonds
Parental personal exemption for students age 19 or over
Exclusion of empolyee meals and lodging (other than military)
.....................
Employer education assistance
Exclusion of contributions to prepaid legal services plans
Investmtne credit for ESOPs
Deductibility of charitable contributions (education)
Deductibility of charitable contributions, other than education
and health

16,395

. .......
......
......
........

Transportation.
5-year amortization on railroad rolling stock
Deferral of tax on shipping companies ............
Community and regional development
5-yr amortization for housing rehabilitation
Investment credit for rehabilitation of structures
Education, training, employment, and social services.

20

180
....

....

...

175

200

565
55
1,065
445
45

410

25
1,045

380
35
35

.....
895

340

1,400

2,465

380

10,445
2,640
1,350

18,500

Maximum tax on personal service income
.........................
Credit for child and dependent care expenses.
Credit for employment of AFDG recipients and public assitance
55
50
50
recipients under work incentive programs

60

60

65

10

10

10

5,110
2,055
10

10

10

General jobs credit ................. ..................................... ..... ...

10

Targeted jobs credit .. ... ...................................................

(2)

Health:
Exclusion of employer contributions for medical insumce premiurns and medical care ................ .............. ..................... .......
Deductibility of medical expenses..
..............................................
Exclusion of interest on State and local hospital bonds ..................
Deductibility of charitable contributions (health) .........................

Income security
Exclusion of social security benefits:
Disability insurance benefits ............ .... .................
OASI benefits for retired workers ...................
Benefits for dependents and survivors ............... ...
Exclusion of railroad retirement system benefits ..................

Exclusion of workmen's compensation benefits .................
Exclusion of special benefits for disabled coal miners ........ . .............
Exclusion of untaxed unemployment insurance benefits ...................
Exclusion of public assistance benefits ............................
Exclusion of disability pay ............................................................. . .
Net exclusion of pension contributions and earnings:
Employer plans ...................
..........................
Plans for self-employed and others ....................................
Exclusion of other employee benefits.
Premiums of group term life insurance ...............
.....
Permiums on accident and disability insurance ................
Income of trusts to finance supplementary unemployment
benefits.....

..

.............................................

. . . . . .............

Additional exemption for the blind
.... ....................................
Additional exemption for elderly ............ ........
....... ......
Tax credit for the elderly .......... ....
Deductibility of casualty and theft losses .......................
Earned income credit 3 ........ ... .. .... .. ...............

10 ............

...
,. ......... *.. .,

450
190

525
210

655
260

..

(2)

(2)

22,855
5,305
290
2,530

,,...

715
285
........
..
-815
...............
9,020
........
1,250
380

...........
2,675
......100
...
......... . . 5,275

.............
465
170

.....
...

(2)

30 .....
.. .....

..............
. . ......

.....
23,605

. .. 2,105

1,185
15,605
1,945
570
4,825
120
4,335
665
170
38,855
2,770

....................
.......
1,855
2,520
..........................
100
120
20
30
2,260
..........................
125
.....
.............
I.... 715
.............................
635

30
30
3,015
110
1,195
475

TABLE 1.,-TAX EXPENDITURE ESTIMATES BY FUNCTION '-Continued
(Fiscal years, in millions of dollars]
Function

Individuals

Corporations

1981

1982

1983

1984

1985

1986

1981

1982

1983

1985

1984

1986

Veterans benefits and services:

Exclusion of veterans disability cqwtpensation ..................................................................................................
..........................
1,300
1,575
1,860
Exclusion of veterans pensions ...................................................................................................
..................... .....................
85
95
105
Exclusion of GI bill benefits ....... .... ........................................ ....... ...........................................................
................. ....................
180
160
130
General government:
Credits for political contributions ................. ....................................................................................................................
............ ..........
100
80
80
General purpose fiscal assistance:
Exclusion of interest on general purpose State and local debt .......
4,035
4,315
4,885
5,335
5,720
6,040
1,895
2,165
2,420
Deductibility of nonbusiness State and local taxes other than on
owner-occupied homes ...........................................................................................
.........
18,405
23,060
28,060
Tax credit for corporations receiving income from doing business
inU.S. posses ons ...............................................................
1,005
1,095
1,200
1,320
1,455
1,600 ...........................................................
Interest:
Deferral of interest on savings bonds
..........................................................................
........................... -75
335
335

2,135
120
110

2,460
130
90

2,825
145
75

80

100

80

2,645

2,840

3,005

33,670

40,405

335

335

48,485
3',
.......................... .. .............
335

'Af estimates are based on the tax law enacted as of December 31. 1980
Less than $2,500,000.
'The figures in the table indicate the effect of the aimed income credit on receipts. The effect on outlays is,$1,205 million in 1981, $1,115 million in 1982, $1,030 million in 1983, $955 million m 1984, $885 million'n;1985, and $8]5
milim in 1986

SUM OF THE EXPENDITURE ITEMS BY TYPE OF TAXPAYER, FISCAL YEARS 198146
[In millions of dollars]
Fiscal year

Corporatons
indivduals and

1981
.................. ................
1982 ...........................................................
1983 ................................... .
1984 ....................................
1985
.......................................
1986
.................................. ....................................

228,620
266,280
306,435
350,530
403,725
465,290

Corporations

48,775
52,090
58,190
63,750
68,905
74,565

Individuals

179,845
214,190
248,245
286,780
334,820
390,725

Note.-ese totals represent the mathenatcal sum of the estimated fiscal year effect of each of the tax expenditure items
included in the table The limitations on the use of the totals are explained in the text
Source: Staffs of the Treasury Department and the Joint Committee on Taxation.
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APPENDIX D
CONTROLLABILITY OF FEDERAL OUTLAYS
Article I, Section 9, of the Constitution of the United States
provides that "No money shall be drawn from the Treasury, but in
Consequence of Appropriations made by Law". The ultimate responsibility for all Federal appropriations belongs to Congress, and
in that sense the budget is 100 percent controllable. Though Congress enacts appropriations-budget authority-it does not enact
outlays. Yet the fiscal and political impact of spending and deficits
makes the controllability of outlays the more commonly addressed
question.
I. RELATIONSHIP BETWEEN BUDGET AUTHORITY AND OUTLAYS

Budget authority (BA) is defined under the Congressional Budget
Act as "authority provided by law to enter into obligations which
will result in immediate or future outlays involving government
funds." I By enacting BA, Congress allows an agency to incur obligations-it may hire personnel, buy supplies, make grants, and so
on. After obligations are incurred, actual outlays take place-personnel receive their paychecks, suppliers are paid for their deliveries, etc. In other words, there is a three-step process, with timelags between each step:
(a) Appropriation of BA by Congress.
(b) Obligation of BA by Executive agencies.
(c) Expenditure of funds by the Treasury.
For a major construction project, for example, funds might be
appropriated with the stipulation that they remain available for a
three-year period. The funds would be obligated over the course of
that three-year period, while outlays would actually occur only
after contractors finished their part of the project and submitted
bills. If $90 million were appropriated for such a project in fiscal
year 1982, then BA, obligations, and outlays might be recorded as
follows:
Budget authority

Outlays

Obligations

30
90
................ ........... . ........ .
1982 .. .......
30
...
.....
.... . ....
....
1983.. . ...
30
1984...........................................
1985
.. . .......
.......
. . ........
................
1986
1987 ...
Total

......
.....
_..............

.

90

90

5
10

25
30
15
5
90

After funds are appropriated, but before they are spent, they are
said to be "in the pipeline."
The amount of BA in a budget account in fiscal year 1982 is the
amount of new budget authority available that year (whether or
not it is intented to be obligated that year). The amount of outlays,
liability, such as the authority to guarantee loans, is excluded from the definition
of budget authority

IContingent

however, equals the amount that will flow from the new BA, plus
any outlays from previously appropriated BA. Outlays from prioryear VA are called "prior-year outlays" (PYO).
Appropriations and obligations are defined and controlled by
law, but outlays are just estimates. The Antideficiency Act provides
that the Office of Management and Budget (OMB) will set up a
schedule of obligations for each appropriation. But there is usually
no legal constraint on when the outlays should occur. Therefore,
the amount of total outlays contained in a budget resolution is
merely the best guess of the Budget Committee on the timing of
current and prior-year outlays. 2 In short, Congress has complete
control over appropriations, but after funds enter the pipeline the
amount of congressional control over outlays is severely limited.
For this reason, "controllability of BA" is a very different question
from "controllability of outlays."
II. WHAT DOES "CONTROLLABLE" MEAN?
The term "controllable" is merely shorthand for the phrase "relatively controllable by Congress under existing law in the budget
year." Each component of that phrase has its own significance, but
the key element is "under existing law". If existing law, i.e., a law
enacted before the 97th Congress, 1st Session, appropriates new BA
in fiscal year 1982, then that BA is said to be uncontrollable under
existing law.
Such laws constitute permanent appropriations. An example of a
permanent appropriation is the payment of interest on the debt. A
law enacted in 1847 automatically appropriates whatever sums are
needed for interest payments. A law is permanent if it does not
need renewal (at least not in fiscal year 1982). 3 Permanent appropriations provide BA even if Congress does not meet. 4
The bulk of permanent appropriations are to trust funds;
amounts raised by special taxes or fees are earmarked to special
funds for prescribed uses. The largest example is the Social Security trust fund; FICA taxes are automatically appropriated to that
trust fund and used to pay for old age retirement and disability.
Another major trust fund is the Unemployment Trust fund. In the
fiscal year 1982 First Budget Resolution outlays from permanent
VA, available without further action of Congress, total $332.4 billion.
It can be seen that the term "controllable" is something of a
misnomer. Obviously Congress has control over permanent appropriations of any kind-all Congress need do is change existing law.
Social Security taxes and benefits can be raised or lowered whenever Congress chooses. The point is that, under existing law, Congress has no control. Laws establishing permanent appropriations
are within the jurisdiction of committees other than the Appropri2 These

guesses can be wrong; for fiscal year 1979 the Committee underestimated and for
fiscal year 1978 the Committee overestimated outlays by more than 1 percent. "Longfall" and
"shortfall" are the terms used to describe such misestimates.
' Some permanents Provide a specified amount of BA annually, while others provide "such
sums as may be needed "
' But the executive has control over some permanents, especially offsetting receipts, through
authority to set the level of fees and leases, to sell or not sell stockpile assets, etc. Primarily for
this reason, executive and congressional controllability data differ

ations Committee. Thus, uncontrollable permanent appropriations
are the responsibility of the legislative committees, while controllable current appropriations are the responsibility of the Appropriations Committee.
But not all Appropriations Committee actions are controllable.
There are almost $109 billion in outlays from mandatory appropriations that are required by existing law, even though the actual
appropriations actions are current rather than permanent. For the
most part, these appropriations are entitlements. An entitlement,
as defined in Section 401(c)(2)(C) of the Congressional Budget Act, is
a law that mandates payments to any person or government meeting specified eligibility requirements. Most entitlements are paid
from trust funds; again, Social Security is the largest example. But
a large number of entitlements are not permanently funded, and
thus require the appropriation of new BA each year. Such current
appropriations are still considered uncontrollable in that they are
obligatory under existing law. Major examples are Medicaid, AFDC
and SSI payments; Veterans' compensation, pensions, and readjustment benefits; Child Nutrition programs; and Military Retired Pay.
Further, certain trust fund entitlements (such as Unemployment
Insurance, Federal Retirement, and Hospital Insurance) do not
receive enough earmarked revenues for fees and need to be supplemented by annual appropriations to remain actuarially sound. 6
The mandatory nature of an entitlement comes from the legislation that specifies eligibility requirements and payment levels.
Such a law commits the Government to making payments; if an
appropriation were not made, then eligible recipients could sue to
compel payment.
Just as with permanents, appropriated entitlements are only
mandatory under existing law-Congress is free to change or
repeal entitlement legislation at any time. Again, therefore, the
shorthand term "uncontrollable" is misleading. In fact, the term
does no more than describe the legal result of existing law. It does
not reflect political reality. A glance at the list of controllable
programs (shown at the end of this Appendix) reveals a number
that are politically or realistically untouchable. There is no law
that compels the appropriation of funds for the National Cancer
Institute, or air traffic controllers, of defense operations and maintenance, or fighting forest fires. Yet Congress would more likely
contemplate a cutback in an "uncontrollable" program such as
Title XX Social Service Grants than in the "controllable" and
uncontrollable cannot be said to define what Congress can or
cannot do, or even what it might or might not do. Rather, they
merely distinguish between what has already been done by law,
and what remains to be done, in providing funds for the fiscal year
1982 budget.
One could establish a hierarchy of controllability, based on the
degree to which the Government has obligated itself. At the top of
the list might go interest on the debt. Other contractual commitments of the Government are probably less binding than interest
5There are two exceptions- Public Broadcasting Fund, and funds derived from Sec 32 and
used for Child Nutrition and for Strengthening Markets
6Such
payments are not technically entitlements in that the appropriation is neither to a
benefice_ person nor a government, but rather to a trust fund These payments are considered
mandatory

payments After funds are appropriated and obligated, there are
often methods of "deobligating" the funds. Usually this involves
other costs, such as the payment of cancellation fees. Still, the
possibility of deobligation gives Congress a degree of control over
the obligated portion of prior-year outlays.
The unobligated portion of prior-year outlays are more controllable yet; Congress can rescind the funds. However, prior-year outlays flowing from unobligated balances are still termed uncontrollable simply because they result from prior, rather than current,
congressional action.
It has already been mentioned that Congress can control many
permanents and entitlements simply by revising or repealing existing statutes. But some argue that not all entitlements are equal.
Congress has no right to abolish or curtail social security benefits,
they argue, since the recipients have established their right to such
benefits through years of FICA payments. In other words, they
contend, a trust fund recipient has a greater degree of entitlement
than, say, an AFDC or Social Services recipient.
Finally, as noted before, many controllable programs are in reality untouchable. With so many gradations between interest on the
debt, on the one hand, and a program such as LEAA (which is
greatly reduced in the 1982 budget) on the other hand, it is unrealistic to make sweeping decisions on what can or cannot be cut on
the basis of the "uncontrollability" of the budget. Budget cutting
truly involves case-by-case decisions on the merits and appropriate
funding levels of various programs; the controllability of a program
is only of procedural relevance.
III.

1981 TO 1982
Table 1 divides total outlays into three categories: (1) uncontrollable outlays, (2) controllable outlays, and (3) proposed legislation.
This three-way division of outlays results from an HBC study of
controllability undertaken in 1978. The HBC definitions differ in
some cases from those used by the Executive. Table 1 covers the
Committee recommendations for Fiscal Years 1981 and 1982.
CONTROLLABILITY OF OUTLAYS:

Column A shows total gross

7

outlays.

7 Gross outlays are the amounts flowing from permanent and current appropriations In most
budget presentations, they are partly offset by proprietary receipts Proprietar receipts are
amounts collected from the public for lees, licenses, rents, royalties, and so on, and deposited in
the Treasury Such receipts are not considered revenues, however, so theN are customaril1
netted against BA and outlays Under the definitions in the Congressional Budget Act, though.
they are not budget authority and outlays, so this analysis is based on gross amounts Recc'ipts
from off-budget agencies are considered to be proprietary receipts in this analysis Pir prietat
receipts are shown in Column B, and net outlays in Column ('

TABLE 1.-CONTROLLABILITY OF OUTLAYS
[Dollars inbillins]
Poretar

Fiscal year
1981

1982
Change

.. ...

.

Controllable outlays

Uncontrollable outlays

Total outlays

Uncontrollable

urntaton
Permanent

Mandatory
current action

F)

gross outlays
(G/A)

(H)

GrossProprietary
receits

Net (A+B)

(A)

(B)

(C)

(D)

(E)

(F)

(G)

$7001

-$37 7

$6624

$296.1

$990

$1213

$5164

7584
+583

-43,9
-6,2

7145
+521

3324
+363

109 0
+100

ryear

-

130 1
+88

Percent of

5715
+551

738

754
94.5

uiscretonar
current year

Percent of

gross outlays
(I/A)

(I)

(J)

$1786

255

1898
+112

250
192

Legislation

ilitiatives

(K)
$51

-29
-79
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TABLE 2.-CONTROLLABILITY OF OUTLAYS, FISCAL YEAR 1982
IDollars inbillions]
Gross oullays
050-National defense
150-nternational affairs.
250-General science, space, and
technology
270-Energy .
300-Natural resources and environment
350-Agriculture
370-Commerce and housing
credit
400-Transportation.
..
450-Community and regional development ......
. ....
500-Education, training, employment and social services ....
550-Health
.
..
600-Income security
700-Veterans' benefits and services .
750-Administration of justice .
800-General government
850-General purpose fiscal assistance
900-Interest
920-Allowances
950-Undstributed offsetting receipts
Total

Uncontrollable

Unconlrollable
percent

Controllable

Controllable
percent

Net proposed
legislation

$1898
22 9

$739
16 9

389
740

$111 0
59

584
260

$48
0

71
89

21
83

300
93 5

49
38

694
426

0
- 32

15 7
52

84
38

535
727

72
17

45 6
32 6

1
- 3

43
21 6

19
14 ?

43 8
65 5

24
76

56 2
35 2

0
- 2

98

80

81 5

18

18 5

0

29 4
74 5
247 6

19 3
707
232 5

65 6
95 0
939

10 5
42
204

357
56
83

- 1
- 4
-53

246
46
52

167
8
7

676
18 4
13 3

72
37
40

293
81 6
76 6

0

62
103 1
7

59
1032
0

955
1000
0

5
- 1
0

86
0
- 21

- 3
0
7

-233
758.4

-159
571 5

8
5

682

-72

308

- 2

75 4

189 8

25 0

-2 9

(a) Uncontrollable Outlays are divided among component parts.

Permanents (Column D) include Federal, trust, and revolving

funds. This column is actually a net figure, the sum of permanents
and offsetting intragovernmental transactions. Such intragovernmental receipts usually represent payments from the general fund
into a trust fund. Those payments are counted twice, in the general
fund account and the trust fund account. to offset this double
counting a third budget account with a negative amount is created

purely for bookkeeping purposes.
Column E shows outlays from mandatory appropriations, generally for entitlements and payments to trust funds.

Column F shows prior-year outlays from budget accounts that
are otherwise controllable. These are the outlays that are scheduled to emerge from the pipeline in fiscal year 1982-they total
$130 billion. (Prior-year outlays from permanents and mandatory
appropriations are included under those categories.)
Column G shows total uncontrollable outlays, and Column H
hows the percentage of gross outlays that are uncontrollable. 8
(b) Controllable outlays are shown in Column I, and as a percent-

age of gross outlays in column J.
(c) Prposed legislation is listed in a class by itself. This category
consists of changes to permanent law that are assumed by the

'Certain accounts are mandatory one year but discretionary in the other For example,
Revenue Sharing was discretionary in 1981 because the authorization expired on September 30,
1980. For purposes of comparison, all accounts are treated in 1981 according to their 1982 status
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Budget Committee in its budget resolution. This new legislation
will become mandatory once enacted. The amounts assumed are
neither mandatory nor discretionary under existing law, since they
are not a product of existing law at all. 9 Column K shows net
legislation, the sum of increases and decreases. Most of this
amount is for Federal pay raises.
Table 2 divides gross outlays by function, and shows the amount
and percentage of each function that are uncontrollable, controllable, and proposed legislation. It can be seen that some major functions, such as Health and Income Security, are almost entirely
uncontrollable.
Table 1 has one striking aspect: of the $58.3 billion increase in
gross outlays from fiscal year 1981 to fiscal year 1982, only $3.3
billion are discretionary. The total growth in outlays is 95 percent
uncontrollable. Looking at it another way, uncontrollable outlays
grew at an 11 percent rate, while controllable outlays grew at only
a 6 percent rate.
GROWTH OF GROSS OUTLAYS, 198142
[In billions of dollars]

Uncontrollable
(Permanents)..
(Mandatory appropriations)

-

.(.1...

(Prior-year outlays)

Controllable
Proposed legislation, net
Total

IV.

.

..

..............
....

....................................
........... .-.
........

.
... .....
.

Dollar growth
1981-82

Percent of
total growth

55 1
(36.3)
(100)
00.

95
(62)
(17)

(88)

112
-77.........
9
583

(15)

19
- 14
100

Percent of
growth 1981-

82

11
(12)
(10)

(7)
6

-159
8

SPENDOUT RATES, BUDGET CurTING, AND MULTIYEAR BUDGET
PLANNING

The existence of pipelines makes budget cutting an especially
frustrating task, at least if the object is an immediate reduction in
outlays and the deficit. Obviously, if an appropriation of BA is
reduced by $90 million, then $90 million in outlays will be saved
over a period of years. Recall the construction project used as an
example in Part I: of the $90 million to be appropriated in fiscal
year 1982, only $5 million would actually be spent that year. Thus,
the first-year spendout rate for that project is 5.6 percent. Longterm construction projects, such as the building of aircraft carriers,
often spend out very slowly. On the other hand, many entitlement
programs such as medicaid or Revenue Sharing spend out at or
near 100 percent. Overall, the average spendout rate of mandatory
VA is significantly higher than the average spendout rate of discretionary VA, as is revealed in table 3.
There are three important caveats about table 3. First, in some
functions peculiar financing methods can severely distort spendout
rates. One example is the Commodity Credit Corporation program
" By agreement among the Budget and Appropriations Committees, such amounts are counted
as "controllable" if a two-way division between controllable and uncontrollable is needed
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of price supports, for which BA is appropriated after, rather than
before, outlays occur. Other examples are most trust funds, for
which the BA simply records the earmarked revenue taken in, and
is relatively independent of the amount of outlays.
Second, table 3 merely details the average spendout rate. Of
much more significance is the marginal spendout rate. Using Defense as an example, the average spendout rate of discretionary BA
in fiscal year 1982 is expected to be 60 percent. Thus, if $100
million in BA were cut proportionately from personnel, procurement, research and development, and operations and maintenance,
then it would be reasonable to expect a $60 million outlay reduction that year. Realistically, however, if $100 million were cut from
the Defense budget, almost certainly a long-leadtime procurement
item would be delayed or eliminated, while personnel and operations and maintenance would not be affected. But spendout rate of
such procurement items is significantly lower than 60 percent. It is
widely agreed that to cut $1 in defense outlays, one should cut $3
in BA. The situation is undoubtedly similar in other functions.
TABLE 3.-AVERAGE SPENDOUT RATES FISCAL YEAR 1982
[Spendout rate ol budget authority in percent]
Function

050- National defense

Controllable

................ !.................

150- International affairs.. ................... ....

250-General science, space, and technology
270-Energy

. ..

............

....

300-Natural resources and environment
350- Agriculture

...

........

... ..

370-Commerce and housing credit ........
..

450-Community and regional development
500-Education, training, employment, and social services....
.
550- Health . ...... .........
600-ncome security ........................
700-Veterans' benefits and services
750-Administration of justice
..
800-General government
..

..
.

850-General purpose fiscal assistance ..........
900- Interest

.........

. ......

. ......

.... .........
950-Undistributed offsetting receipts ...........................
920-Allowances ........
Total.

.........
.

.......

57
37

99
14

Total gross

60
28

68

95

9

(')

7

66

(1)

63

(1)

(1)

12

38

(..
()

(1)

35

34
85
87
85

82
83
93
72

75
84
87
84

55

......

400-Transportation

Uncontrollable

26
49
46

(1)

23
75
81

79

(1)

100

93

(I)

52

75

100

100

68
27

26
56
78

81

100

93

100

64

Not available

Finally, the fear has been expressed that budget cutting may
take place on the basis of spendout rates rather than on the basis
of program merit. The idea is that a BA cut that produces a quick
outlay reduction may seem especially attractive. Certainly spendout rates vary widely, even with a budget function. As an example,
the average fiscal year 1981 spendout rate of subfunction 501,
Elementary, Secondary, and Vocational Education, is 15 percent,
while the average spendout rate of subfunction 506, Social Services,
is 70 percent. The very low rate for subfunction 501 is a consequence of the forward funding of almost all education programs.
BA is made available in the summer, before the academic year
(and the new fiscal year) starts, but very little spends out until the
new fiscal year. This is a logical response to the academic calendar.

but it may shield education programs from deficit cutters and it
diminishes the controllability of education outlays.
A multiyear perspective on the budget minimizes this problem.
In fiscal year 1982, there are estimated to be over $130 billion in
PYO's associated with otherwise discretionary budget accounts.
These PYO's result from BA enacted in fiscal year 1981 or earlier.
But the spendout of such already enacted BA tapers off in fiscal
year 1983, fiscal year 1984, and beyond. Therefore, the controllability of future outlays increases as one looks further ahead. At this
instant Congress has more control of fiscal year 1983 outlays than
of fiscal year 1982 outlays, and still more control of fiscal year 1984
outlays. The following table is based on the Committee's recommendation for the Fiscal Year 1982 First Budget Resolution, and is
one argument for a multiyear budget planning system.
Fiscal Year

Gross outlays

Outlays from already
enacted budget
authonty

Percent of gro s
outlays

1982

758

130

17

1983 -

829

114

14

1984

893

52

6

V.

MAJOR UNCONTROLLABLE BUDGET ACCOUNTS

The following list includes budget accounts or groups of accounts
with at least $100 million fiscal year 1982 mandatory outlays.
These outlays are either permanents or entitlements; they are not
PYO's from controllable accounts. Offsetting receipt accounts are
not listed.
050: Retired Pay, Defense
Claims, Defense
150: Contributions to International Organizations
Payments to Foreign Service Retirement
Advances, FMS trust fund
270: TVA fund
300: Forest Service permanent appropriations
350: CCC price supports
Agricultural credit insurance fund
370: Rural housing insurance fund
Special assistance functions fund
Emergency mortgage purchase assistance
400: Operating differential subsidies
Coast Guard Retired Pay
450: Trust funds, area and regional development
500: Student Loan Insurance Fund
Public Broadcasting Fund
Grants to States for Social Services
550: Grants to States for Medicaid
Payments to Health Care Trust Funds
Federal Supplementary Medical Insurance
Federal Hospital Insurance Trust Fund
Government payments for annuitants
600: Payments to Social Security trust funds

Special Benefits for Disabled Coal Miners
Federal Old-age and Survivors Insurance Trust Fund
Federal Disability Insurance Trust Fund
Advances to the Unemployment Trust Fund
Black Lung Disability Trust Fund
Federal Windfall Payment to Railroad Retirement
Railroad Retirement
Special Benefits, Federal Employee Retirement
Civil Service Retirement and Disability
Federal Unemployment Benefits
Unemployment Trust Fund
Funds for Strengthening Markets
Special Milk Program
Child Nutrition Programs
Supplemental Security Income
Assistance Payments
Earned Income Tax Credit
700: Compensation and Pensions
National Service Life Insurance Fund
Readjustment Benefits
800: House, Senate, and Joint Items
Payment to Civil Service Retirement
Claims, Judgments, and Relief Acts
850: Forest Service Permanent Appropriations
Miscellaneous Permanent Appropriations
Payments to U.S. Territories
Internal Revenue Collections for Puerto Rico
900: Interest on the Public Debt
PART VI. MAJOR CONTROLLABLE BUDGET ACCOUNTS

The following list includes discretionary budget accounts or
groups of accounts with at least $100 million in fiscal year 1981
outlays. These accounts are all discretionary appropriations. An
account is listed even if most of the outlays are prior-year.
050: Military Personnel
Reserve Personnel
National Guard Personnel
Operations and Maintenance
Procurement
Shipbuilding and Conversion
Research, Development, Test, and Evaluation
Military Construction
Family Housing
Atomic Energy Defense Activities
Stockpile Operations
Emergency Planning and Preparedness
150: Security Supporting Assistance
Contributions to international banks, conferences, and programs
Agency for International Development
Functional Development Assistance
Food for Peace
Migration and Refugee Assistance

ACTION
Military Assistance
Foreign Military Credit Sales
Administration of Foreign Affairs
Acquisition, Operations, and Maintenance
International Communication Agency
Export-Import Bank
250: General Science and Basic Research
NASA
270: Energy supply, research, and development
Energy conservation
Emergency energy preparedness
Energy information, policy, and regulation
300: Watershed and Flood Prevention
Flood Control, Mississippi River
General investigations, construction, and operations, Corps of
Engineers
Bureau of Reclamation
Agricultural Conservation Program
Soil Conservation Service
Forest Service
Bureau of Land Management
Surface Mining Reclamation
Land and Water Conservation Fund
Fish and Wildlife Service
National Park Service
EPA construction grants
EPA management, enforcement, and regulation
EPA abatement and control
NOAA
Geological Survey
Bureau of Mines
350: Agricultural Stabilization and Conservation
CCC administrative expenses
Extension activities
Agricultural research
Cooperative research
Animal and Plant Health Inspection
370: Housing for the Elderly or Handicapped
Payment to the Postal Service
Bureau of the Census
Regulatory Agencies: FTC, FCC, CFT, SEC
Small Business Administration-S. & E.
SBA Business Loan and Investment Fund
400: Federal-aid highways
Highway Safety programs
Rail Service Assistance
Northeast Corridor
Grants to Amtrak
Railroad Rehabilitation
Urban Mass Transit Fund
Payment for the Purchase of Conrail securities
Federal Aviation Administration operations
Grants-in-aid for airports

Facilities and equipment
NASA air transportation research
Ship construction
Coast Guard operations
Coast Guard acquisition, construction and improvement
Panama Canal Commission Fund
450: Community Development Grants
Urban Development Action Grants
Rehabilitation loan fund
HUD-S. & E.
Appalachian Regional Development
FmHA-S. & E.
Rural Water and Waste Disposal Grants
Economic Development Asssitance
BIA operations and construction
TVA fund (area and regional development)
Disaster Relief (funds appropriated to the President)
Hazard Mitigation and Disaster assistance
SBA disaster loan fund
500: Occupational, vocational, and adult education
Emergency school aid
Elementary and Secondary education
Impact Aid
Education for the Handicapped
Indian Education
Student Assistance-higher education
Higher and Continuing education
Howard University
Library of Congress
Library Resources
HHS-S. & E.
National Endowment for the Arts and Humanities
Smithsonian Institution
Work Incentive Program
CETA
Community Service Employment for Older Americans
Department of Labor-S. & E.
National Labor Relations Board
Human Development Services
ACTION
Community Services Program
550: Health Services Administration
Center for Disease Control
Alcohol, drug abuse, and mental health
Human Resources Administration
Medicaid and Medicare administrative costs
National Institutes of Health
Food Safety and Quality Service
FDA
OSHA
Mine Safety and Health Administration
600: Social Security administrative costs
Unemployment trust fund administrative costs
Refugee assistance

77-239 0 - 81 - 18

Food stamps
Special Supplemental Food Programs
Subsidized housing programs
Low income housing
Low income energy assistance
700: VA construction
Medical Care
VA operating expenses
750: FBI
Immigration and Naturalization
Drug Enforcement
Bureau of Alcohol, Tobacco, and Firearms
U.S. Customs Service
Secret Service
EEOC
Federal Judiciary expenses
Department of Justice
Payment to the Legal Services Corporation
Bureau of Prisons
LEAA

800: GAO

Bureau of Government Financial Operations-S. & E.
Bureau of the Public Debt-S. & E.
IRS
Federal Supply Service
Office of Personnel Management
Trust Territories of the Pacific Islands
850: D.C. Loans for Capital Outlay
Federal Payment to D.C.
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APPENDIX E
FEDERAL AID TO STATE AND LOCAL GOVERNMENT
The Budget Committee recommendations provide $99.3 billion in
budget authority and $95.2 billion in outlays in fiscal year 1982 for
aid to State and local governments. This is a increase in outlays of
$3.7 billion above 1980. Between 1971 and 1979, the annual growth
in Federal grant outlays averaged 14 percent. Table 1 summarizes
and compares the levels of Federal support for State and local
governments in recent years. Between 1971 and 1980 Federal grant
outlays averaged 25.1 percent of State and local revenues. Actual
data for 1980 indicates that State and local governments received
about 26.3 percent of their revenues from the Federal Government.
TABLE

1.-Outlays from Federal grant-in-aidprograms
(In billions of dollars]

1982
1982
1982
1981
1980

Committee recommendation .... ..............................
. ..... . . ........ 95.2
March 10 budget reestimated ..................
...
.......
86.4
January budget ................................................. 86.2
M arch 10 estim ate .................................................................. . . . .
94.4
Actual .............................................
91 5

1979 .......... .......... . . .
. .........
... .............. ... 829
1978 ............ .... .....
..........
... ..... 77 9
1977 ..............
...........................
684
1976 ............................................ ....... .. ................................. .. ...... .........
...59.1
1975 ......................................

........................................................ .. ....... . . .. ....

1974 ............................ ....... ................ .................................... .................. .....

49.8

43 .8

1973 ............................................................ 41.8
1972 ... ..... .....
.....
................. ............................... 34.4
1971 ......................................
.
.................
28.1
NOTE.-Totals may not add due to rounding.

Since 1980, the rate of growth in grant outlays has decreased
significantly. This decline in the rate of growth in Federal grant
outlays in 1980, 1981, and 1982 is the result in part, of the phasedown of outlays from economic stimulus activities funded in the
1975-76 rescission. The current emphasis on Federal budget restraint also accounts for the decline. The emphasis on fiscal restraint in fiscal years 1981 and 1982 represents a dramatic reversal
of growth patterns from the previous 10-year period for major
programs such as medicaid, highway trust fund programs, urban
mass transit programs, employment and training assistance, HHS
maintenance assistance programs, urban development action
grants, anti-rescission programs and general purpose fiscal assistance (GRS).
The Administration's 1982 budget as submitted would allow a
$5.1 billion or 5.6 percent outlay reduction below the 1980 actual
amount.
Federal grants to State and local governments are estimated to
be 13.3 percent of total Federal outlays in fiscal year 1982, slightly
below the 16 percent average between 1970 and 1980. The Committee's estimate of grant outlays by function is compared with the
March 10 request in Table 2.
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TABLE 2.-GRANTS TO STATE AND LOCAL GOVERNMENTS BY FUNCTION-COMPARISON
OF ADMINISTRATION'S REQUEST AND COMMITTEE'S RECOMMENDATION
[In billions of dollars]
March 10 budget

050-National defense:

01
1

..............................
Budget authority ............................. .......
. .........
...........
.........
Outlays ....... .........................

150-International affairs

Budget authority
Outlays .. ............

.

250-General science, space, and technology.

.. ....

270-Energy:
Budget authority .....
Outlays..

300-Natural resources and environment
Budget authority.
.....
Outlays
350-Agriculture.
Budget authority..... ............ ......
...........

370-Commerce and housing credit.
Budget authority ...
Outlays .. ..

400-Transportation:

..

....

Budget authonty ...........

Outlays .............................. ......
450-Community and regional development.

.....

..

.....

1........1
4

.

...
.....

500-Education, training, employment and social services:
........................... ......
Budget authority ............ ...
.... ........... ..................................... ..... . ........

... ..

...

................

..........................................

Outlays ..........................
700-Veterans benefits and services
Budget authority
Outlays ........

.....

*
*

15.2

129

12 8
4.7
70

171

16.4

21 7

19 2
18 9

18 8
19.1

26.7

380

20.5

22.6
1

5

1

. .......................

63

....... ..................

63

59

.....................

Budget authority

*
*

6

1

.....................................
. . ........................................

750-Administration of justice-

.6

4.5
6.0

550-Halth
Budget authority ......... .............................................. ............... .... .... ......
Outlays ....... .................................................................. .........
600-Income security:
Budget authority

6

12 0
.

6

7
50

12 7

. .. ........

3

.6
4.7

.6

..

...
......... ... ...
Budget authority ............................
.
.. ......
.......
Outlays ........... ...........
Outlays ...

0.1
.1

......................... ........................................
............................
.................
. ....... .. ............ . .. . .................. . ..... .... ....

Budget authority
Outlays... .. . ....

Outlays .

Budget
Committee
recommendation

1

1

2
2
.....
.....
........................

Outlays ............
800-General governmentBudget authority
Outlays... ..........

850-General purpose fiscal assistance
Budget authority.................................
Outlays ..... . ........

60

...... . ............................

900-Interest:
Budget authority ........
.....................
Outlays....

920-Allowances.

.....................

Budget authority .....
................. ...
. ... . .
...........
.
. ..........
Outlays.

.............
..............................
.

950-Undistributed offsetting receipts:
Budget authority
Outlays ........

Total budget authority.
Total outlays
*Less than $50 million
Note -Totals may not add due to rounding

....
................................................
...........
..... .... . . . . ....................
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Major urban and Economic Development programs are highlighted in Table 3.
TABLE 3.-MAJOR URBAN AND ECONOMIC DEVELOPMENT PROGRAMS-1982 FUNDING
(Inmillions of dollars]
March 10, budget

Budget
authorty

Outlays
O

Recommendaton

Budget
authority

Mass transportation operating assistance ............................................ 1,105
690
1,105
960
CETA-general training and youth programs .............................................. 3,567
4,690
4,167
5,140
Community development block grants ...................... .......
4,166
5,447
3,666
4,857
Urban develoment action grants ............................................... .........500
590
Economic development assistance .................. ................
50
364
360
519
EPA construction grants ...
.........................................
. ......... ..................................
4,089
100
4,100
Total ............
......
. ...................................... .. ... ............
8,888
15,280

9,898

16,166
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APPENDIX F
IMPROVED ADMINISTRATIVE PRACTICES
The following report was submitted to the House Budget Committee at the request of Chairman Jones on April 3, 1980. It includes GAO recommendations for budget savings through improved
administrative practices, which are incorporated in the Committee's reported budget resolution for fiscal year 1982:
COMPTROLLER GENERAL OF THE UNITED STATES,

Washington, D.C., April 3.1981.

Hon. JAMES JONES,
Chairman,House Budget Committee,
U.S.House of Representatives.
DEAR MR.CHAIRMAN: In our March 30, 1981, letter providing additional information and estimates on potential cost reductions or collections for administrative
activities (PAD-81-69) we included only preliminary information on unresolved
audit findings in Enclosures I, Ill, XII.
We have completed the work that can be done at this time and have revised these
enclosures, which we request you substitute for the earlier ones.
The largest single item in the unresolved audit findings is the Department of
Energy (DOE) regulatory audit findings now estimated by DOE at $14.4 billion, a
portion of which can become receipts of the Federal government. The nature and
status of these regulatory audit findings is the subject of a report we issued this
week entitled "Department of Energy Needs to Resolve Billions in Alleged Oil
Pricing Violations' (EMD-81-45, March 31, 1981) and of the hearings by the Subcommittee on Oversight and Investigations, House Committee on Energy and Commerce on April 2, 1981. Copies of the report and our statement are also enclosed.
The inclusion of the updated figures on the DOE audit findings increases our total
potential savings and collections for Fiscal Year 1982 to about $5 billion; the total
for three years is still in excess of $10 billion based on the data we have now.
In these revised tables we have also lowered our estimate for paperwork reduction
to $200 million for just the reporting reductions covered by our studies.
Achieving these budget reduction depends upon aggressive administrative and
congressional leadership and action We are pleased that such leadership and acbeing taken.
tions are
Sincerely
yours,
MILTON
J. SCHOLAR,

Acting Comptroller General
of the United States.
Enclosures
COMPTROLLER GENERAL OF THE UNITED STATES,

Washington, D.C., March 30, 1981.
Subject: Improved administrative practices can result in further budget reductions
(PAD-81-69).
Hon.

JAMES JONES,

Chairman,House Budget Committee

US. House of Representatves.
DEAR MR. CHAIRMAN: Following our March 3, 1981, testimony on the President's

"Program for Economic Recovery," your representatives requested that we provide
you additional information and estimates of the potential cost reductions or collections for the following administrative activities.
1. Delinquent accounts and loans receivable
2. Unpaid taxes
3.Unresolved audit findings
4. Paperwork reduction
5. Defense logistical economics
6. Defense multi-year contracting
7. Full cost recovery for Foreign Military Sales
8. Workforce cost control
9. General procurement and property management
10. Replacing obsolete computers
Enclosed are summary tables and analyses covering each of these activities. This
is the first time most of these activities have been addressed on a Government-wide
basis in the congressional budget process. Most of the executive branch agencies do
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not have systems in place which would permit us to provide reliable estimates of
the budget consequence of action on these items. We encountered very serious
information and measurement problems in attempting to develop such estimates,
especially for the unresolved findings of the agencies, Inspectors General, and
auditors. As other committees and agencies develop specific legislative and administrative remedies they should be able to develop some further refinement of these
estimates and the assumptions underlying them. We believe that what is important
at this stage is that the discipline of the budget process be applied to achieving
savings in these administrative management activities as it is now applied to
programs. Our estimates of potential savings should be viewed only as a reasonable
baseline for action, not as the maximum which could be achieved.
The total dollar amounts involved in these activities are very large. So are the
savings which might be achieved. Based on what we have seen, we think it is
reasonable to believe that total savings of $10 billion can be accomplished over three
years, with at least $4 billion in the first year. The amounts might well be higher,
especially from prompt resolution of audit findings. But achieving savings of these
magnitudes will require a sustained high priority, high intensity effort to put in
place much stronger policies, procedures and systems, and to operate them aggressively once they are installed. To achieve such savings in the short-run-starting in
fiscal year 1982-very prompt legislative and administrative action will be required.
Because of uncertainties about the speed with which the required actions will be
taken and the final form in which they will appear, we have been conservative in
our estimates of the resulting budget reductions. The effort to be conservative in our
estimates also reflects both the difficulties we encountered in obtaining reliable data
within the timeframe available for some of this work and the fact that agencies do
not have adequate systems for accounting for and controlling these costs.
We are continuing to work on the unresolved audit findings and will report to you
as soon as possible. We look forward to continuing this work with your committee
and others in developing the needed legislative and administrative changes and in
overseeing their implementation.
Sincerely yours,
MILTON J. SOCOLAR,

Acting Comptroller General
of the United States.

ENCLOSURE I
SUMMARY OF FURTHER BUDGET REDUCTIONS ACHIEVABLE THROUGH MORE EFFICIENT ADMINISTRATIVE PRACTICES
[Oollars in billionsJ
Administrative practice and nature of
deficiency

Indicatm of size of administrative activity

Indicators of possible budget effects

Elements of program

risca year
1982
1982

I Deinquent accounts and loans re- Agencies reported that as at Septem- Of the $11 billion, up to $6.7 billion Administrative priority with policy $1.0 and

ceivable (see enclosure II), The
Federal Government has no clear
assignment of responsibility for
debt collection and no systematic
procedures for keeping track of
amounts delinquent nor for attempting to collect.

ber 30, 1979, US, citizens and
organizations owed the Government
$126 billion-a 23 percent increase over the previous fiscal year.
About $24 billion of this amount
was delinquent made up of $11
billion in delinquent loans and accounts recmvable and $13 billion in
unpaid taxes. The amount of recevables has been growing in recent
years, and since collection actions
have been generally weak, delinquent amounts may also be higher
Figures on delinquencies for fiscal
1980 are not available

should be collectible by a more leadership and monitoring by Execuaggressve legislative and adminis- tive Office of the President
trative actions, up to $3.5 billion Congressional monitoring for next few
should be collective isthe first 3 years
years-how fast depends on Specific roles for the Department of
whether a moderate or strong pro- Justice, Inspectors General, and the
gram is implemented We assume General Accounting Office
30 percent inthe first and third Passage of legislation to give collecyears and 40 percent inthe second tors tools neededyear. The Federal Government does Report to credit bureaus
make many high risk loans, there- Charge interest at Treasury rate on
fore, it does have a relatively high delinquents
rate of uncollectible debts. Interest Use private collection firms
savings were calculated at 12 per- Use IRS for locator assistance
cent,
Use credit bureau locator service
Offset against salaries, tax refunds,
other
Remove 6-year statute of limitations
Also strengthen administrationMake agency officials responsible
Establish accounting system
Prevent overpayments
Agency litigation
Strengthen demand letters

01
interest

Net results in
Fiscal year
Fscal year
1983
1l84
1983
1984

$1.5 and
0.2
interest.

$10 and
0.4
interest.

Future Mrs

$12
interest
not
calculated.

2 Unpaid taxes (see enclosure 1i) At September 30, 1980, unpaid taxes IRS experience shows that with more Add 1,000 to 1,500 staff years for
IRS has not been able to keep up due were $15.8 billion, up from experienced collection personnel collection President's budget inwith its collections. Also it does not $133 billion a year earlier-a 19 they can recover additional unpaid cludes 600 additional. A further
increase of up to 900 ispossible.
charge full interest costs on late percent increase in one year, com- taxes.
pared to an 116 percent increase
payments.
in total revenue
Charging the market interest rate Require use of market rate of interest 4.....
would increase interest collections on delinquent accounts.
by $200 to $400 million
3 Unresolved audit findings (see en- Based on what information GAO could Only a few of the IGO and audit Administrative action to assign respon- 20.
closure Ill) The Federal Govern- get from the Inspectors General groups are able to give any opinion sibility and establish procedures for
meut has no clear assignment of and other audit groups there are on how much and when the sav- tracking and resolving audit findresponsibility for seeing that audit about $24 billion of unresolved ings might be achieved-this was ings Resolution is also needed of
the actions to be taken on recoverfindings are resolved and no sys- audit findings of which $10 billion very disappointing to GAO.
ies from oil companies
tematic procedures for keeping are in pre-contract award findings
track of the status and amounts by the Defense Contract Audit
involved
Agency that are likely to be resolved in contract negotiations, Another $9billion is in Department of
Energy findings.
4 Paperwork reduction. The Paper- We do not have an estimate of the Some reports are very expensive to Administrative priority on identifying .2
work Reducbon Act of 1980 it used total cost of the Federal Govern- prepare and process-they are can- unneeded reporting and processing
to its fullest potential can result in ments reporting, data processing, didates for examination and possi- and follow-through to get them
eliminated Prompt congressional
substantial savings. It covers more telecommunications and records ble elimination.
action to eliminate statutodially rethan just reports-it also covers management activities,
quired reports that can be eliminatdata processing and telecommunicaed.
tions. Action will be needed to
actually eliminate unneeded reporting (see enclosure IV)

None if
market
rates
drop

(4)

..........

(3)......

(8)

5

(4 )

(4) ........

(4)

SUMMARY OF FURTHER BUDGET REDUCTIONS ACHIEVABLE THROUGH MORE EFFICIENT ADMINISTRATIVE PRACTICES '-Continued
[Dollars in billions]
Administrative practice and nature of
deficiency

Net results in

Indicators of size of administrative activity

Indicators of possible budget effects

5 Additional defense logistical econo- Logistical operations include supply, As shown in Attachment C,Enclosure
mies through ntergration or sharing maintenance, transportation, and VIII, budget reductions in fiscal
of support activities, overhead, base operations Their cost in fiscal year 1982 time frame of about
facilities, and inventories Several year 1981 was $59 billion They $360 million-and ir fiscal year
actions outlined in our letter of take place in over 5,000 locations 1983 of $739 million are believed
January 21, 1981, are not yet world-wide and involve a substan- possible The Secretary's current
reflected in the Secretary of De- tial portion of the Defense work cost reduction plan has established
fense's cost reduction plans for
force Economies must constantly a 1982 goal of $100 million, and a
fiscal year 1982 (see enclosure V) be sought
fiscal year 1983 goal of $300
million Hence we conclude that in
1982 an additional cost reduction
goal of between $200 and $300
million should be sought

Elements of program

Strong Administrative Action
Consolidate military base support activities
Consolidate management of $13 million more consummable items under
the Defense Logistics Agency
Consolidate management of aircraft
depot maintenance, plus intermediate maintenance of components in
Europe
Integrate traffic management activities
Use wholesale and retail inventories of
parts more effectively
Program must receive vigorous attention to action plans now if the
1982 savings are to be realized
Other opportunities for savings will
undoubtedly emerge as implementation proceeds
Depends on Secretary of Defense actions GAO long-term (1986) potential estimate of about $25 billion, of which the Secretary of
Defense has already acknowledged
$15 billion, with further studies
continuing

Fiscal year
1982

Fiscal year
1983
.......

Fiscal year
1984
(4 ) ..

Future years

6. Provide statutoy authorization for For fiscal year 1982 the Carter budget Our experience is still limited but the Moderate action will not suffice Only
DOD to make muttf-year contracts for major acquisitions was $28.5 best estimate of various authorities full legislative authority-with a
for the production of new weapon billion. A significant portion of the isthat unit cost reductions of up to commitment by the Congress to
systems in order to obtain lower Reagan proposed add-on is for pro- 15 percent are achievable-and pay a proper termination cost in
unit costs through program stability curement, much of which would more ifcompetition can be obtained the event of cancellation-will enand incentives to invest in capital apply to major systems
for the multi-year contract
courage the savings potential. If
equipment (see enclosure VI).
full legislative authority is granted

promptly, fiscal year 1982 savings--over and above the increased
production quantities already announced by the Secretary-could
produce additional savings estimated at $150 million, we believe.
Secretary Weinberger in his March 6
Press Release stated:
"The Military Departments have estimated that upwards of $15 billion
can be saved over the next five
years by multi-year procurement
. .and by eliminating barriers in
the Small Business Act, DavisBacon Act and other regulatory
restrictions"
The Commander, Air Force Systems
Command, testified in November
1980 before the House Armed
Services Committee as follows.
"Looking at six new potential multiyear candidates, which would cost
a total of about $13 billion on a
single year basis, I feel confident
that we could achieve savings of
over $1 billion if authorized to
procure them on a multi-year
basis"

(4).. ......... (4) -

(4)

7. Full cost recovery for foreign mili- The value of unfilled orders was over The Department of Defense has been Increased emphasis by Defense on the
tary sales The Federal Government $53 billion as of September 1980.
working toward a systematic ap- accounting, billing and collecting
has not been accounting for and
preach to accounting for Foreign for Foreign Military Sales and the
charging for the full cost of the
Military Sales, but they have away development of a centralized acequipment and services sold to forto go to even get full control over counting system is needed and
eign countries (see enclosure VII)
these activities, including address- close congressional oversight to
ing the concept of full cost recov- direct recovery of the cost elements
not now being recovered.
ery.
8. Workforce cost control Congress The Federal Government compensate More effective overall management By administrative action with Congres- (4) ............
and the Presidnt need to be able of employees and their benefits was control of the Federal workforce sional approval or by legislation
to control total workforce through about $82 billion in fiscal year rather than disruptive, piecemeal revise the object classification to
the budget process The present
1980 and travel was about $3 approaches should increase efficien- provide detailed data on total worksystem does not allow this, instead billion. We do not have an estimate cy, but we do not have specific force costs; implement the change
piecemeal approaches are usedfor service contracts.
measures of savings.
in the budget systems, and add
personnel ceilings, hiring freezes,
procedures for setting limits on
limitations on consultants and
total workforce costs.
travel (see enclosure VIII)
9. General procurement practices. A Typically 20 percent of the Federal We do not have specific measures of Under Public Law 96-83 the Execu•
constant objective in procurement budget isexpended through the the budget effects of improving tive submitted to Congress on Oct
is increasing competition During procurement process. Sole source procurement practices, but improve 27, 1980 a proposal for a uniform
the 1970's Government procure- awards inDOD are 64 percent
inquality, timeliness, and cost are Procurement System; they are to
ment trends have been to less
all objectives
submit implemenbng legislation by
competition-which means the
October 1981, The Committee on
probability of higher prices (see
Government Operations and GAO
enclosure IX)
are monitoring this work.
10 Replacing old, inefficient comput- GAO found that at 4 installations Savings were calculated on mainte- Increased funding and administrative .1,. - -.....
ers. The Federal Government has a which had about 20 obsolete com- nance, power and cooling costs. direction to use the existing ADP
large number of obsolete, and mef- puters, $1.4 million could be saved Additional savings in personnel revolving fund to acquire new comfiat computers. Some of these by immediate replacement. The Fed- space, and indirect costs can be puters and require agencies to
can be replaced immediately at eral Government has more than realized also.
make replacements and return the
savings But there isno leadership 1,000 computers of similar vintage.
savings in their operating costs to
for making those changes.
the reolving fund or the Treasury.
4.85

....

..............

(4 )

(4)

(4 ) .....

(4)

...... ... ..

......

(4 )

(4)

(4)

.....

This would be a hi penIIty, high inters", sustained effort over at least three years
policies, procedures and systems in place and working with action startng adminstratwelv and legislate.. now.
=Assuming the President's rmeue estimates include the additional collectmns from the 600 people totheygetarestronger
requesting Wth an increase of up to 900 additioal positions, the collections would be $5 billon in 1982
and $1 billion in
subsequent years.
SNonoe.
4 Wo
known

ENCLOSURE II
IMPROVING THE COLLECTION OF DEBTS OWED THE
GOVERNMENT
The Comptroller General in testimony on the President's Economic Recovery Program before the House Budget Committee
stated that possibly as much as $6 billion in delinquent accounts
and loans receivables and an additional $3 billion dollars in delinquent tax accounts could be collected by the Government. As of
September 30, 1979, Federal agencies reported that $24 billion due
from U.S. citizens and organizations was delinquent. Of this
amount, $13 billion represented delinquent taxes.
Debts owed the Federal Government are enormous and growing
each year. Federal agencies reported that receivables due from U.S.
citizens and organizations were $126 billion as of September 30,
1979-a 23 percent increase over the previous fiscal year. It was
anticipated that an estimated $6.3 billion would be uncollectiblealso a 23 percent increase over fiscal 1979. Federal agencies reported that they wrote off more than $1 billion as uncollectible receivables in fiscal 1979. Unfortunately, these gloomy statistics are materially understated because the accounting systems of many agencies do not provide accurate information on receivables, expected
losses, and writeoffs.
NATURE OF THE PROBLEM

Before the Government's debt collection problems can be remedied many actions-administrative and legislative-must be taken.
In general, there are two basic reasons why debt collection in the
Federal Government has not kept pace with the increasing number
of debts. First, many agencies have not aggressively attempted to
collect amounts owed the Government. Debt collection has generally been afforded low priority with the emphasis on disbursing the
funds rather than collecting them. Second, present collection methods are expensive, slow, and ineffective when compared with commercial practices. We have identified specific weaknesses in debt
collection programs and have recommended a number of specific
corrective actions to improve the recording and collection of debts
owed to the Government. Our recommendations, unfortunately,
have not always been implemented. Until all Federal agencies
aggressively pursue the collection of debts, hundreds of millions of
dollars will continue to be lost.
POTENTIAL ADDITIONAL COLLECTIONS AND COSTS

Although the collection of $6 billion in delinquent debts is certainly attainable, it is difficult to precisely allocate collections to
given programs by fiscal year. The estimates we have developed for
the House Budget Committee by program and fiscal year are rough
and shown in terms of ranges because of (1) the many variables in
the portfolio of Federal agencies debt collection programs, (2) the
need for an extensive redirection in the priority of debt collection
(simply put, agencies must be given the resources and direction
needed to go after debts) and (3) the need for extensive new legisla-

tion to give agencies the tools needed to collect the Government's
debts.
As shown in the attached schedules, given the necessary tools
and through aggressive action on the part of agencies, we estimate
that between $4 billion and $6.7 billion in delinquent accounts and
loans receivable could be collected by the Government in future
fiscal years. These amounts do not include potential savings to the
Government that could be realized through reduced borrowing (interest) costs to the Treasury resulting from increased collections.
For fiscal 1982 to 1984, for example, we estimate a range of $2.1
billion to $3.5 billion in additional collections. This translates into
potential average annual interest savings for this period of between
$500 million to $840 million compounded at a 12 percent annual
interest rate.
An additional $3.1 billion to $4.5 billion in delinquent taxes could
be collected by IRS during fiscal 1982 to 1986 as part of its usual
collection process if it could focus more on this effort and adequate
collection staff is authorized. Strengthened debt collection should
also have a preventive affect by limiting the number of debts that
become delinquent and uncollectible in future years. Up front collection action is of utmost importance in protecting the financial
interest of the Government. As stated previously, over $126 billion
was due from U.S. citizens and organizations at the start of fiscal
1980 and this figure has been growing.
Our figures are based on delinquent receivables reported by Federal agencies as of September 30, 1979. Fiscal 1979 was the first
time that the value of delinquent debt was reported to the Treasury. Because of differing agency policies, procedures and accounting systems, information on receivables and delinquent debts reported for fiscal 1979 was not complete and accurate and the
requirement to report delinquent debt was suspended for fiscal
1980. Therefore, we used fiscal 1979 figures which we believe are
probably conservative given the growth in the reported amount of
receivables from U.S. citizens and organizations during 1979-23
percent. Where fiscal 1980 figures were readily available, they are
shown in footnotes on the attached schedules. Our estimates are
based on (1) data we obtained from agency officials, where possible,
(2) through discussions with the OMB Debt Collection Project team,
and (3) the experience we have gained from our work in reviewing
agency debt collection systems. In addition, the estimates for fiscal
1982 to 1984 are based on the assumption that the legislative and
administrative actions we have proposed are acted upon promptly.
Delays in the implementation of these proposals could substantially reduce the amount of collections.
Our estimates represent a starting point for determining budget
cuts. Reducing agencies' appropriations provides a definite incentive for debt collection. Extensive input however, is needed from
the agencies. The Budget Committee should require Federal agencies, in coordination with the Office of Management and Budget to
provide (1) detailed analyses of their debt portfolios, (2) a summarization of the problems in their current debt collection programs, (3)
resources needed-personnel, computers and support, (4) estimates
of the collectability of delinquent receivables and (5) the impact on

collection of amounts due presently and in the future given the
necessary resources and tools we call for.
Additional resources would be needed to collect delinquent accounts and loans receivable. As we have reported previously, emphasis has been placed on the disbursing of funds rather than
collecting them. However, we have no way of estimating the cost of
implementing viable debt collection systems which would include
all of the legislation and administrative actions we have addressed.
We believe that the Committee, as a starting point, could anticipate that the cost of collecting delinquent debts could range from
10 percent to 20 percent.
LEGISLATIVE AND ADMINISTRATIVE ACTIONS

The following details the major administrative actions and legislative initiatives that are needed to enable agencies to collect additional billions of dollars of receivables owed the Government.
GAO has been actively working with the Congress and Federal
agencies to improve the Government's ability to collect its debts.
Through our reports and testimony, we have recommended and
supported the major legislative and administrative actions that are
needed to enable the agencies to collect additional billions of dollars of receivables owed to the Government. These actions include:
1. Making debt collection an important responsibility of managment.-Debt collection has generally been offered low priority with
the emphasis on disbursing funds rather than collecting them. In
some cases, debt collection seems to be an afterthought with only
limited personnel often involved. Strengthened debt collection requires a committment from the new Administration. Adequate resources, which have oftentimes been lacking in the past, and accounting, billing and collection systems that work and provide
management the information needed to protect the Government's
financial interest are necessary. This does not necessarily require
more Federal employees, although in some cases it may, but could
be accomplished through reorganization or by contracting out certain collection functions. In any case, top agency officials must take
the lead if debt collection is to receive the priority it needs.
2. Reporting debts to credit bureaus.-Commercial firms report
loans incurred, credit card and charge account information, and
installment payments to a credit network made up of a consortium
of credit bureaus throughout the country. This practice is done to
encourage debtors in a timely manner or face the consequence of
having their credit rating adversely affected. If Federal agencies
could likewise report debts owed the Government, especially defaulted loans and bureau network, debtors would be more likely to
pay their debts to the Government to avoid receiving a poor credit
rating. This tool would be especially useful in the Government's
efforts to collect debts for which, due to their size, it is not practical to take legal action. However, legislation is needed to remove
the obstacles that now preclude agencies from reporting to credit
bureaus.
3. Obtaining better information on debts. -Information available
on agencies debt collection activities is not adequate to meet the
needs of the Congress or executive branch management. Because of
differing agency policies, procedures, and accounting systems, infor-

mation reported on accounts and loans receivable and delinquent
debt for fiscal 1979 was not complete and accurate and the requirement to report on delinquent debts was suspended for fiscal 1980.
The need for the Government to improve its debt collection reporting systems received considerable attention by the OMB Debt Collection Project staff and revised reporting requirements are being
planned for fiscal 1981.
4. Charging interest on delinquent debts.-Charging of interest is
already required by Federal regulations as a payment incentive;
however, many major agencies are not complying. Further, in some
major programs, such as student loans, the rates prescribed by law
or set administratively are far below the Treasury's borrowing cost
and commercial interest rates. Because these favorable interest
rates generally continue even after the debt becomes delinquent,
the debtor has a disincentive to pay the Government.
5. Preventing overpayments.-We have issued numerous reports
on overpayments in Government programs that, if implemented,
would reduce the amount of overpayments made. The problem of
overpayments is serious with Health and Human Services for example, making over $900 million in overpayments in fiscal 1980.
6. Contracting with private collection firms.-Agencies are writing off a number of debts because it is not considered cost effective
to further pursue collection. One approach that has been suggested
is to refer such debts to private collectors. This would be consistent
with the commercial practice of referring debts to private collectors
before considering them totally uncollectable.
7. Removing restrictions on the redisclosure address obtained
from IRS.-Locator assistance available from IRS is far more effective and less costly than any alternative locator technique. The
usefulness of the IRS address information has been greatly restricted, however, because the Tax Reform Act precludes redisclosure of
an address obtained from IRS to credit bureaus or other contractors who are assisting in the collection effort.
8. Using the credit bureau debtor locator service.-Agencies use a
variety of ways to locate debtors, but they have not made full use
of the nationwide debtor service provided by the credit bureau
network. Agencies have accumulated a large backlog of delinquent
debts and have written off hundreds of millions of dollars in debts
because they could not locate debtors. Because millions of Americans have credit records, the service, which is inexpensive, can be
good source that is readily available. It was proven useful for
commercial firm.
9. Collecting by offset.-Another way of collecting many delinquent debts is for the Government to reduce or withhold future
payments or benefits from the debtor. In practice, due to legal
constraints or agency policy, offset has been used only in certain
circumstances such as offset from (1) continuing entitlements to
the same benefits originally overpaid, (2) civil service retirement
annuities or contributions, (3) final pay of Federal employees, (4)
amounts due indebted contractors of the United States, and (5)
judgments against the United States. Other types of offset also
should be considered.
-Offset of salaries of Federal employees.-Under present legislation, the salary of a Federal employee may not be withheld to

satisfy general debts owed the Government. An employee's
salary may be withheld only to satisfy an erroneous payment
the agency made to the employee, or for travel or moving
expense advance paid to the employee. However, agencies such
as the Department of Education and the Veterans Administration have found that millions of dollars of delinquent debts to
the Government are owed by current Federal employees and
could be collected by salary offset.
-Offset of Federal tax refunds.-Federaltax refunds are routinely made to individuals who have not paid debts owed the
Government. In a sample of terminated debts totalling over
$431,000, we found that $153,000, or 36 percent, could have
been collected over a 2-year period by reducing the debtors' tax
refunds. A provision in the fiscal 1980 appropriations bill to
fund 30 positions for a test of an IRS offset program was
defeated by a narrow margin in the Senate.
-Other offset possibilities.-In many other cases, persons who
owe the Government debt from one program are continuing to
receive benefits from another program. Agencies, if given the
proper authority, could collect some of this debt by offset
against the benefits currently received. For example, former
military members who are indebted to the Government may
obtain VA benefits after they are discharged.
10. Giving agencies a role in debt litigation.-Agencies are responsible for prelitigation collection efforts. Giving agencies a role
in litigation, which is now the responsibility of the Department of
Justice, could result in more timely recovery action, intensified
prelitigation collection efforts, and better management of programs
to prevent overpayments and reduce loan defaults. Debts, especially those under $600 which generally are not referred to Justice,
might be pursued in State, local, and small claims court. Further,
Justice could be relieved of a rapidly increasing backlog of debt
litigation cases.
11. Removing the 6-year statute of limitations.-Because many
debts are now or will be 6 years old before offset becomes possible,
we have recommended that the statute of limitations be amended
to explicitly recognize that the 6 year limitation does not prohibit
the offset of debts owed the Government.
12. Improving the content of demand letters.-Government
demand letters are not as specific as those in the private sector in
describing collection actions that may be taken. This results in a
less forceful message to the debtor and thus lessens the likelihood
of prompt repayment.
13. Improving accounting, billing and collection systems.-Agency
accounting, billing and collection systems are often in disarray and
do not provide management with needed essential information to
manage their debt collection programs. Although agencies now use
varying degrees of automation, a significant potential remains for
even more automation. In the long run many agencies could reduce
their costs for debt collection and at the same time improve performance by increased automation.
14. Taking other actions pertaining to particularagencies and/or
programs.-Otheractions are discussed in the narrative part of the
attached schedules.
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Passage of needed legislation in this area, along with improved
credit management and debt collection systems, can result in significant budgetary savings. To help achieve this end, it would be
most helpful if the Committee would emphasize to the new Administration the need for expeditious collection of accounts and loans
receivable. In October 1979, a Government-wide debt collection
project was established because of the growing concern about the
enormous debt owed to the Government that was identified in GAO
reports and Congressional hearings. This project, now being directed by OMB, is one of the most comprehensive and thorough studies
of these issues ever made and it is important that the Government
make effective and timely use of the project's work in improving its
debt collection programs.
LISTING OF GAO REPORTS CONCERNING DEBT AND TAX COLLECTION
FGMSD-78-61 Oct. 20, 1978
FGMSD-79-14 Mar 14, 1979
FGMSD-79-24 Apr 13, 1979
FGMSD-79-41 Aug 16, 1979
FGMSD-78-59 Feb 23, 1979
FGMSD-79-19 Mar 9, 1979

The Government needs to do a better job of collecting amounts owed by the public
Department of Housing and Urban Development Action being taken to correct
weaknesses in the rehabilitation loan program.
Geological Survey Improvements in the survey's financial management system
needed for adequate identification of all oil and gas royalties due
.......... Department of Housing and Urban Development Additional changes needed in
servicing and accounting activities to reduce the delinquency rate and to promptly
collect funds from mortgagors due the Government.
The Government can be more productive in collecting its debts by following
commercial practices
*

..

Delinquent debts can be collected if the Government kept Federal tax refunds as

offsets.
Social Security Administration (SSA) SSA needs to improve its overpayment
collection process to collect the maximum possible amount of supplemental
security income overpayments from recipients
HRD-79-31 Jan 17, 1979..
Social Security Administration (SSA) SSA needs to improve its recovery of
overpayments made to retirement, survivors, and disability insurance beneficiaries
FGMSD-80-27 Mar. 19, 1980
Department of Housing and Urban Development- Efforts to improve its accounting
system for mortgage insurance premiums
FGMSD-80-43 May 16, 1980
The Department of Housing and Urban Development (HUD). HUD should make
immediate changes in accounting for Secretary-held multifamily mortgages.
Department of Education-Law Enforcement Assistance Administration Improved
FGMSD-80 46 June 4, 1980
controls to increase collections, to restore accounting system integrity, and to
guard against future problems needed.
Internal Revenue Service. New Formula needed to calculate interest rate in unpaid
GGD-81-20. Oct 16, 1980
taxes.
........ .. Veterans' Administration Aggressive action needed to strengthen debt collection
HRD-81-5 Feb. 13, 1981
GGD-78-14 Feb 21, 1978
.............. Internal Revenue Service IRS can improve its programs to collect taxes withheld by
employers
...
Unresolved issues impede Federal debt collection efforts-a status report
CD-80-1 Jan 15, 1980
FGMSD-80-68- July 17, 1980
... Oregon's offset program for collecting delinquent debts has been highly effective
CED-81-3 Dec 8, 1980 ..
Small Business Administration Most borrowers of economic opportunity loans have
not succeeded in business
Department of Housing and Urban Development (HUD) Delays in implementing
FGMSD-80-37- Mar 4, 1980
HUD's accounting system for its mortgage insurance program
FGMSD-80-6. Dec 28, 1979. . ....
Department of Health and Human Services (formerly HEW) HEW must improve
control over billions in cash advances
HRD-80-77- June 10, 1980 ..................... Department of Health and Human Services States should intensity efforts to
promptly identify and recover medicaid overpayments and return the Federal
share
Department
of Health and Human Services Implementing GAO's recommendations on
HRD-81-37: Dec 31, 1980
the Social Security Administration's programs
HRD-79-21 Jan 16, 1979 __

COMMIITEE ABBREVIATIONS
HAGR
CHASE

House Agriculture Committee
House Armed Services Committee

COMMITTEE ABBREVIATIONS-Continued
House Banking, Finance and Urban Affairs Committee
House Budget Committee
House District of Columbia Committee
House Education and Labor Committee
House Foreign Affairs Committee
House Government Operations Committee
House Administration Committee
House Interior and Insular Affairs Committee
House Energy and Commerce Committee
House Judiciary Committee
House Merchant Marine and Fisheries Committee
House Post Office and Civil Service Committee
House Public Works and Transportation Committee
House Rules Committee
House Science and Technology Committee
House Small Business Committee
House Veterans' Affairs Committee
House Ways and Means Committee
Senate Agriculture, Nutrition and Forestry Committee
Senate Armed Services Committee
Senate Banking, Housing and Urban Affairs Committee
Senate Budget Committee
Senate Commerce, Science and Transportation Committee
Senate Finance Committee
Senate Foreign Relations Committee
Senate Governmental Affairs Committee
Senate Energy and Natural Resources Committee
Senate Judiciary Committee
Senate Labor and Human Resources Committee
Senate Environment and Public Works Committee
Senate Rules and Administration Committee
Senate Veterans' Affairs Committee
Senate Select Committee on Indian Affairs
Senate Select Committee on Small Business

HBFU
HBUD
HDCO
HELA
HFAF
HGOP
HHAD
HIIA
HEC
HJUD
HMMF
HPOC
HPWT
HRUL
HSTE
HSBU
HVAF
HWME
SAGR
SASE
SBHU
SBUD
SCST
SFIN
SFRE
SGAF
SENR
SJUD
SLHR
SEPW
SRAD
SVAF
SINA
SSMB

IMPROVING THE COLLECTION OF UNPAID TAXES DUE THE INTERNAL REVENUE SERVICE
[in billions of dollars]
Amount
due
t 30,
Sepf979

State of collection

(1) Taxpayers being contacted by routine demand letters .....

.............

43

(2) Accounts being actively pursued by collection office personnel and revenue officers .......... ............
29
(3) Accounts set aside for reasons such as tracing payments, adjustments, criminal investigations; amounts
in litigation .................................
23
(4) Accounts on which installments are being made .

................

(5) Deferred because amounts too small to pursue in view of current workload ....

...

... ......

(6)Amounts "currently not collectible" due to. unable to locate debtor; defunct/insolvent corporations,
bankruptcies, hardship cases
Total

...........

...

...

......................................

3

2
3.3
13.3

It is estimated that as of Sept 30, 1980, the unpaid taxes due totaled $158 billion, an increase of about 19 percent from the prior year

RECEIPT ACCOUNT INFORMATION
Bureau/program

IRS-Delinquent taxes

Probable
receipt
account

011000
011100

Function

Receipt account title

Individual income tax, other
Corporation income and excess profits taxes.
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RECEIPT ACCOUNT INFORMATION-Continued
Probable
receipt
account

Bureau/program

Receipt account title

Function

015200 .....

..

Excise taxes

015300 ......... ... Estate and gift taxes
019900 .....

........ Miscellaneous taxes

Appropriationaccount information
None.
Increased staffing will increase collections
A major resource needed by IRS to increase the collection of
unpaid taxes is additional staff. If 1,000 to 1,500 1 additional staff
years were assigned to IRS's collection function, it is estimated that
during fiscal years 1982 to 1986, roughly $3.2 billion to $4.9 billion
could be collected as follows:
ESTIMATED RANGE OF ADDITIONAL COLLECTIONS BY FISCAL YEAR
1982

1983

1984

1985

$350 million

$710 million

$710 million

$710 million

to
$525 million

to
$11 billion

to
$1I1 billion

to
$1I billion

1986
$710 million

to
$11 billion

The amounts for 1982 are less than for other years because of the
learning curve concept for new collection staff.
The estimated collections above would be primarily from
amounts that fall in the first two collection stages (taxpayers being
contacted by routine demand letters and accounts being actively
pursued by collection office personnel and revenue officers). However, once the current workload for those two stages was met, additional staff could be assigned to delinquent debts in stages 5 and 6
(items deferred because the amounts are too small to pursue in
view of the current workload and, amounts "currently not collectible"). It is estimated that roughly 10 percent to 25 percent of the
over $3.5 billion now considered uncollectible or too small to
pursue could actually be collected over the next 5 fiscal years with
additional staff.
A good portion of the total increase of unpaid taxes over the past
years can be attributed to previous cuts made to IRS's collection
staff. For instance, the amount of unpaid taxes as of September 30,
1980, is estimated to be $15.8 billion, an increase of about 19
percent over the prior year. It is also estimated that the $2.9 billion
figure for fiscal 1979 for stage 2 items (accounts being actively
pursued by collection office personnel and revenue officers) might
grow to $10 billion in 4 years if additional staffing is not provided.
I Both the Cairter and Reagan budgets already include additional staffing for the collection of
unpaid taxes, The Carter budget includes an increase of 551 above the fiscal 19SI estimated
level and could increase additional collections by roughly ' 195 million in fiscal 19S-' and by
roughly $1.8 billion during Fiscal 1982 to 1986 The Reagan budget includes an increase of 60.
above the fiscal 1981 estimated level and could increase additional collections by an estimated
$210 million in fiscal 1982 and by an estimated $1 ') billion during fiscal 1982 to 1986

Even with increased staffing, IRS may not be able to reduce the
current amount of unpaid taxes, but only slow its growth.
A range of 1,000 to 1,500 additional staff years was used for the
collection estimate because IRS's current training resources limit
the amount of staff it can absorb each year to this amount. If more
collectors could be added and properly trained each year, further
additional collections could be made.
It is very difficult to determine the cost to be incurred in making
these additional collections-a rough estimate would be about
$23,000 per staff year, assuming an average salary of $20,000 plus
15 percent overhead support. Using this figure, which could be
further refined by IRS, the cost of the 1,000 to 1,500 staff years
necessary to reach the additional collections shown in the table
would be about $23 million to $34.5 million per year.
CHANGES TO THE INTEREST RATE ON UNPAID TAXES CAN
INCREASE COLLECTIONS

AiSO

In addition to the estimated collections shown above through
increased staffing, changes to the formula used to calculate the
interest rate on unpaid taxes would also increase the amounts
collected by IRS. GAO issued a report on this subject ("New Formula Needed to Calculate Interest Rate On Unpaid Taxes", GGD81-20; October 16, 1980) which showed that the formula rates now
used do not reflect, except by chance, the cost the Government
actually incurs in connection with delinquent taxes-the costs of
its own borrowings and credit administration. It is estimated that,
if our recommendations for a new formula were implemented, and
the market interest rates continue to exceed the current IRS rate
of 12 percent, roughly $200 million to $400 million annually could
be collected through increased interest charges.
Additionally, a higher interest rate can speed up collection of
debts because it provides a strong incentive for the debtors to pay
on time. For example, the Geological Survey did not impose interest on late oil and gas royalty payments, and nearly 50 percent of
its payments were delinquent. In contrast, the Bureau of Indian
Affairs charged 1.5 percent a month (18 percent a year) on certain
late oil and gas royalty payments and only 13 of 4,824 payments
were received late. Similarly, because a higher interest rate for
delinquent taxes coupled with increased staffing for the collection
function could have a ripple effect by increasing the voluntary
compliance of taxpayers to pay their unpaid taxes in a more timely
manner, there is a potential to collect billions of dollars more.
IRS COORDINATION COULD REDUCE UNPAID TAXES
The amount of delinquent taxes due the Government could be
reduced if better coordination existed between IRS's Examination
and Collection Divisions. A new emphasis to collect taxes during
audits by the Examination Division could result in amounts never
reaching the unpaid status. Additionally, better transfer of information between these two Divisions could result in more timely
Collection Division receipts.
BETTER

ENCLOSURE III
STRONG ACTION NEEDED IN RESOLVING AUDIT
FINDINGS
NATURE OF THE PROBLEM

In recent testimony before the House Subcommittee on Legislation and National Security, Committee on Government Operations,
the Comptroller General stated that the Government is losing billions of dollars because agencies are not acting on audit recommendations to recover funds, avoid costs, and improve operations. Over
the last 2 years, Federal agency systems for resolving audit findings have improved but overall progress is disappointing. Improper
and delayed resolution of findings is widespread and is generally
caused by agencies' failure to comply with OMB's policy guidance
in Circular A-73.
A recent GAO audit ("Disappointing Progress In Improving Systems For Resolving Billions In Audit Findings," AFMD-81-27)
clearly indicated the need for agency action on the following issues.
-Audit resolution systems must be established and maintained
for an accurate, current, and complete record of all audit findings until final disposition.
-Procedures must be established and followed for accounting
and collection controls over amounts determined to be due the
Government.
-Procedures must be established and followed for elevating to
agency heads, or their designees, disagreements between program managers and auditors and reports on which responsible
officials have not provided a written determination within 6
months.
-Periodic reports must be made to the agency head on the age
and amounts of unresolved findings and results of findings
closed during the period.
-Systems must cover findings in all audits of agency activities,
including those in audits of contractors, subgrantees, and regulated activities.
-Decisions to act on audit findings must be made within 6
months and final disposition should proceed as rapidly as possible.
-Findings must be resolved according to laws and regulations,
including written justification and the legal basis for decisions
not to act.
-Procedures must be established for coordinating corrective actions with other affected agencies or organizations.
The first five of these improvements were also cited in a 1978
GAO report ("More Effective Action Is Needed On Auditors' Findings-Millions Can Be Collected Or Saved," FGMSD-79-3).
Our recent report (AFMD-81-27) identified unresolved audit
findings totaling $24.9 billion at 71 agencies. This amount consists
of:
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[In billions]

Defense Contract Audit Agency:
Preward ................ .. ........................ ........
....
..
Postaward .....................................
Department of Energy-Regulatory ...........................
All other .............................
.
.................
Total .........................................

.....

.

.

.. $10.5
1.9
9.3
32

.................

24.9

The $10.5 billion Defense Contract Audit Agency (DCAA)
preaward figure does not represent potential dollar recoveries. It
represents possible avoidable costs which will be discussed and
clarified during the contract price negotiation process. Amounts
questioned during forward pricing contract reviews are usually
resolved before a contract is awarded and funds disbursed.
In addition, the DCAA postaward amount of $1.9 billion is not
necessarily "recoverable" because, under provisional billing rate
practices, most of it has not been paid out to contractors. This
procedure of holding back a portion of the contract payment normally provides safeguards against overpayments while questionable
items are settled or litigated. Also, questioned incurred costs under
cost reimbursement type contracts may be withheld on public
vouchers submitted by contractors.
The $9.3 billion in unresolved Department of Energy regulatory
audits primarily represents potential rebates to customers from oil
companies that violated energy regulations. Where the overcharged
parties cannot be identified, however, the funds may eventually be
deposited to the U.S. Treasury.
The remaining $3.2 billion consists of a mixture of amounts
actually recoverable by the Government and findings which will
result in savings or cost avoidances but no monetary return to the
U.S. Treasury.
POTENTIAL COSTS AND ESTIMATES OF COLLECTIONS AND SAVINGS

The unresolved audit finding information contained in the attached package was recently obtained from officials in the Office of
Inspector General or Office of Audits at 20 agencies. Because of the
extremely tight time constraints imposed on the data collection
process, we were not able to test the data for either completeness
or accuracy. The data represents the most currently available information at each agency.
Although the request required quick turnaround by each agency,
we were disappointed that more complete and current data could
not be collected. In most cases, agencies advised us that current
statistics (6 months or less old) were not available. Several agencies
said their audit resolution systems were decentralized and that all
records on audit findings were kept at the regional level by either
the Office of Inspector General or agency program personnel.
Other agencies said they would need considerably more time to
accumulate the requested information.
The disappointing results of our recent efforts to obtain current
unresolved audit finding data show a continued lack of progress in
the audit resolution area. Of the 20 agencies contacted, only 12
were able to provide dollar figures for unresolved audit findings by
program, function, or other agency or divisional breakdown. Only
five of these could make any estimate of the amounts of unresolved

audit findings which would result in the Government's collection of
funds and the probable fiscal year of collection. The remaining
eight agencies could not give any estimate of the amount included
within their unresolved audit finding figure which would result in
the receipt of funds.
ESTIMATED MONETARY RECEIPTS DUE TO FINDING RESOLUTION
CAN BE SIGNIFICANT

Estimated collections for the 12 agencies which provided figures
totaled about $2.8 billion. Of this amount, fiscal year 1982 projected
collections are about $1.7 billion. In addition, we feel that it is
reasonable to estimate potential fiscal year 1982 collections of $300
million for the 8 agencies unable to provide collection breakdowns.
Thus, we estimate that $2.0 billion could be recovered during fiscal
year 1982 with increased emphasis on audit resolution practices.
Additional costs to the agencies for collecting these funds would be
minimal.
More intensive efforts by the Congress, Office of Management
and Budget, agency heads, and audit organizations could result in a
significant increase in collections. Although these efforts would
involve many organizations, the total additional costs would be
minimal when compared to the increased recoveries.
The Department of Energy (DOE), because of the magnitude of
the dollars involved, provides an excellent example of the potential
benefits. DOE conducts regulatory audits of oil companies directed
toward identifying violations of petroleum pricing regulations, recovering overcharges, and making restitution to injured parties.
These audits resulted in the $9.3 billion in unresolved regulatory
findings discussed in two recent GAO reports (AFMD-81-27, EMD81-45). (A DOE official stated that the unresolved audit finding
figure had risen to $14.4 billion as of April 1, 1981.) As of September 30, 1980, DOE had arranged for refunds to customers, price
rollbacks, or other actions on overcharges totaling about $1.36 billion. DOE also had in escrow accounts $260 million representing
cash proceeds from consent orders involving overcharges for which
DOE has not been able to determine who has been injured by these
overcharges, or the amounts of the injuries.
The Congress could enact legislation mandating methods for handling amounts deposited in the escrow account. We feel that where
DOE cannot develop a strategy for distributing escrow funds, it
should have them deposited directly into the U.S. Treasury's miscellaneous receipts account. This would result in an immediate
receipt of $260 million.
Historical data shows that the DOE escrow account balance represents about 16 percent of DOE's recoveries for the 3-year period
ended September 30, 1980. By applying this 16 percent to the $14.4
billion unresolved regulatory audit findings, we estimate that an
additional $2.3 billion could eventually wind up in the escrow
account. The congressional action recommended above could, therefore, result in a $2.5 billion receipt ($2.3 billion plus $260 million)
by the U.S. Treasury.
In addition to requiring the transfer of escrow funds to the U.S.
Treasury, Congress should closely examine the fiscal year 1982
regulatory audit budget reductions proposed by the Administration.

In fiscal year 1981, this audit organization received $71 million and
had a staff of 1,218 individuals. Under the proposed cuts, funding
would decrease to $12 million and the staff level would be cut to
100 personnel. We believe that this would virtually eliminate the
likelihood that much of the $14.4 billion would ever be resolved.
We feel that the cost of maintaining the current staff levels is
more than offset by the potential receipts.
The following additional examples illustrate typical findings
where funds should be returned to the Government.
-Agency officials asked a grantee to respond to an audit report
that questioned $298,000. The grantee never replied. More than
a year later the agency warned the grantee that funding would
be suspended if it did not reply. The grantee still did not
respond, yet it was awarded another $90,000. Since the audit
report was issued the grantee has received over a half-million
dollars. Meanwhile problems with the grantee continue; the
next year's audit questioned the allowability of another $71,000
and reported excess funds on hand of $684,000.
-In January 1979 auditors reported that two Federal agencies
had both paid a day care operator $478,000 for the same food
service costs. Officials of the agency receiving the report took
no action, claiming the dual funding was not their responsibility. Their counterparts at the other agency claimed that
they were not told about the dual funding. The funds have not
been recovered and the day care operator is still funded by
both programs.
-Over a 3-year period, a subsidy recipient received excess payments of almost $100,000 but did not refund the amount as
required. The agency's accounting division was informed of the
debt in January 1980. Since that time, an additional $258,000
subsidy has been paid to the debtor. Had accounting control
been established the debt would have been deducted from the
additional payment. Two other cases, involving excess subsidy
payments totaling $169,000, were similarly mishandled.
FINDINGS OFTEN RESULT IN COST SAVINGS, NOT FUND RECEIPT

Audit findings do not always result in the recovery of funds.
Many result in cost reduction or avoidance recommendations which
require definitive management action for resolution. The decision
making process can be long and complicated and the implementation of recommendations can require significant periods of time.
The amount of potential savings contained in the unresolved
audit finding figures presented by the 20 agencies is unknown, but
we believe it may total several hundred million dollars. Audit
findings considered valid by management must be acted upon.
The expected cost savings must be taken into account in future
budget review proceedings. We recognize that projecting potential
savings over several years can be a risky exercise but believe that
realistic estimates for the next fiscal period should be possible. One
agency, Air Force, has stated that it does factor these savings into
its budget request.
Some additional examples of findings which could result in savings follow.
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-Navy auditors reported that as much as $581,000 could be
saved annually by consolidating mail and messenger services
in the Washington, D.C., area.
-Auditors reported a subsidy program's goal of reducing grain
production was being subverted because farmers were taking
dry, barren land out of production rather than irrigated, fertile
land. In one State, over a 1-year period, farmers received windfall payments of $8.4 million. Agency administrators disagreed
with the finding and indicated a willingness to live with the
inequity. Windfall payments could occur again in 1981.
-Auditors reported that the workload did not justify a medical
center's renal laboratory and that the same services could be
provided by the center's central laboratory. As a result, the
planned purchase of almost $74,000 of equipment was not
needed. Management considered the finding but later informed
the auditors that the laboratory would not be closed and the
equipment had been purchased.
LEGISLATIVE AND ADMINISTRATIVE ACTIONS

Actions are needed by Congress, the Office of Management and
Budget, agency heads, and audit organizations if the unresolved
audit finding problem is to be eliminated. Some of the actions
needing immediate attention follow.
Congress should require that funds received due to overcharges
identified during energy regulatory audits be returned to the U.S.
Treasury after a specified period, such as a year, if the injured
parties cannot be identified.
The Director of OMB should:
-Include oversight of agency audit resolution practices in the
budget review process to provide (1) an assessment of progress
in establishing, revising, and implementing resolution systems,
(2) an adjustment of agency budget allowances where appropriate, and (3) a report to the Chairpersons of the House and
Senate Committees on Appropriations on progress and action
plans.
-Clarify Circular A-73 so that (1) it provides that periodic reports to agency heads include complete details on the resolution of findings and on the age and amounts of unresolved
findings, (2) it applies to all audit reports, including contract,
subgrantee, and regulatory audits, and (3) written determinations and the legal basis for nonconcurrence with audit recommendations apply to both procedural and monetary findings.
The heads of Federal agencies should:
-Further improve audit resolution policies, procedures, and
practices to comply with the intent and spirit of OMP guidelines, designating a top level manager to coordinate these efforts and prepare progress reports for OMB.
-Take legal or administrative actions against the parties involved whenever audit findings concern fraud, waste, or abuse
of Federal funds.
-Make the timeliness and quality of audit resolution a written
performance standard and a factor in determining bonuses for
Senior Executive Service members and merit pay for-supervisors.

Inspectors General and Directors of Audit organizations should
develop internal procedures and controls for efficient and effective
planning, coordinating, reviewing, and reporting of audit work and
audit follow up activities in accordance with GAO and other professional standards.
SUPPORT STUDIES
GAO REPORTS

Disappointing Progress In Improving Systems For Resolving Billions In Audit Findings (AFMD-81-27; January 23, 1981).
More Effective Action Is Needed On Auditors' Findings-Millions
Can Be Collected or Saved (FGMSD-79-3; October 25, 1978).
Gasoline Allocation: A Chaotic Program In Need Of Overhaul
(EMD-80-34; April 23, 1980).
Improvements Needed In The Enforcement Of Crude Oil Reseller
Price Controls (EMD-79-57; May 29, 1977).
Letter Report Regarding FEA's Compliance Program In The New
England Area (EMD-77-71; November 7, 1981).
Transportation Charges For Imported Crude Oil-An Assessment
Of Company Practices And Government Regulations (EMD-76-105;
October 27, 1981).
Federal Energy Administration's Efforts To Audit Domestic
Crude Oil Producers (OSP-76-4; October 2, 1975).
Problems Of Independent Refiners And Gasoline Retailers (OSP75-11; April 4, 1975).
Problems In The Federal Energy Administration's Compliance
And Enforcement Effort (B-178205; December 6, 1974).
Problems In The Federal Energy Office's Implementation Of
Emergency Petroleum Allocation Programs At Regional And State
Levels (B-178205; July 23, 1974).
GAO TESTIMONY

Statement of Elmer B. Staats, Comptroller General before the
Subcommittee on Legislation and National Security, House Committee on Government Operations; "Federal Agencies' Action To
Improve Audit Resolution Systems" (February 25, 1981).
Statement of J. Dexter Peach, Director, Energy and Minerals
Division, before the Subcommittee on Oversight and Investigation,
House Committee on Energy and Commerce (April 2, 1981).

SUMMARY OF UNRESOLVED AUDIT FINDINGS AND ESTIMATED COLLECTIBILITY OF FUNDS IDENTIFIED
Agency programs (function code)

Unresolved audit findings

Percent

Range of estimated collectibllity

Collectibilhty by fiscal years (millions of dollars)
Dollars

82

83

84

85

86

Unknown ....
Department of Agriculture ................ .......................
$340,416,521 Unknown ...... ........
.
do ....
.do
..........
.........
....
...
.............................
Air Force Audit Agency........
470,000,000
do .......
d...........
113,458,706 ..do
Department of Commerce ...................
..
.... $43.3
..................
.....
........
.............. 45,600,000 95 to 100 percent
Community Services Administration (600)
...... $43,320,00 ...
..........
.....
Unknown.
489,700,000 Unknown ..........
Defense Audit Services ..........
. .........
......
..
....
...
I.......
..
.......
. ( ...... .......
..
..........
do ....
...
do
...............
11,990,044,000 -..
Defense Contract Audit Agency ............................
.....
..
... I......
.....
132,795,051 100 percent of the accounts 17,338,138
Department of Education ..................................
(1) ..
.......................
...
.............
..............
receivable.
18,756,831
130,255,778 14 percent ..............
Environmental Protection Agency .......
(2)..........
...............................
7,534,000 30 percent..... . ....... ... 2,260,290 ..
Department of Energy (270) ...................... .................
Unknown ...
66,622,433 Unknown ......... ........
. ........
.............
General Services Administration..
percent
of
the
accounts
57,525,000
100
Department of Health and Human Services (550 & 600)...
249,114,015
receivable.
54,455,558 Unknown ............ .Unknown
Department of Housing and Urban Development ...............
(1) . .....
.. ............
25,374,480 Varies depending on program 5,155,305.
Department of the Interior .............
.............
112
11.2
11.2
93
112
Department of Labor (500) ..... .............
314,686,613 ..do .............. 54,025,795
......
National Aeronautics and Space Administration
..........................
..................
(.)
19,692,400
35
percent
of
postaward
413,625,000
findings.
Unknown
Unknown Unknown ...... ......
U.S. Postal Service .......... ..........
..........
...........
I .. -1..
8,400,000 Varies depending on program.... 5,700,000.......
............
Small Business Administration .....
52,622,345 .......
484,003,288 .....
do ......................................
..
.. ...
...
Department of Transportation
3.8
1.0............. ........
do ............
. . ......14,975,000
341,396,000 ......
......
...
Department of the Treasury (800) .....
536,920
................
10,129,355 100 percent of health care
Veterans Administration .... .............
program potential cost
recoveries
112
.... 291,908,024....
15,687,610,798
Subtotal.
27.8
..
**, ..

,.
...,.............

.

I .. ,

.... . ...

. ........... . ..

,

........

Department of Energy-Regulatory audits (270) ..
GAO estimated collections where agencies were unable to
project receipts (undistributed)

14,400,000,000 16 percent .............................

3 2,564,000,000 ...............

30,087,610,798

3,455,908,024 ...........

Estimate of collections by fscal year isnot available
'Represents GAO estimates of collection where the date was unavailable from the agencies
3 Represents 16 percent of unresolved audit findings plus $260 million held in escrow account

_ , ,. .
5 7 .5 .........

600,000,000 .....................
....2,057.8

,,....,,........
,...............
.........

.

.........
...................

ENCLOSURE IV
PAPERWORK REDUCTION
NATURE OF THE PROBLEM

Significant savings can be achieved immediately, both to the
Government and private sectors by effective implementation of the
Paperwork Reduction Act of 1980 (P.L. 96-511). Precise savings are
hard to estimate but the Commission on Federal Paperwork estimated that Federal paperwork costs more than $100 billion a year.
This estimate includes both internal Government cost and costs
levied on all segments of society by federal information requirements. Improved federal information management activities could
result in savings of millions of dollars.
Sufficient resources should be applied by OMB and the agencies
to effectively implement the Act. Although relatively modest incremental costs would be necessary, tremendous potential exists for
improving the management of the Government's activities and programs through more effective use of information resources OMB
has included in their budget a request for 90 people to carry out
the following objectives of the Act:
-a single control point for Federal information management
policy and oversight;
-an end to fragmented responsibility for controlling Federal
paperwork burdens on the public;
-visible and accountable official for information management,
both in OMB and in each agency;
-uniformity and consistency in policies for acquisition and management of advanced information technology;
-much needed visibility, authority, and accountability for statistical policy coordination and records management; and
-development and implementation of a long-needed Federal information locator system.
The legislation is not limited to paperwork issues. In addition, it
covers ADP, telecommunications, and privacy functions previously
assigned to OMB. The functions in these areas were reemphasized
to get OMB to take a stronger role in carrying out its assigned
responsibilities. The legislation also returns the statistical policy
function to OMB and establishes a new records management
policy-setting and oversight function.
While it is important to establish policies and procedures to
achieve significant savings in the long-run; there are some savings
that can be realized by prompt Congressional action to eliminate
some reporting requirements and practices that are no longer necessary. For example:
CONTRACTORS SUBMISSION OF WEEKLY PAYROLL RECORDS ON
FEDERAL CONSTRUCTION PROJECTS

The Department of Labor's regulations implementing the Cope-

land Anti-Kickback Act (40 U.S.C. 276 (c) (1976)) require contrac-

tors working on Federal or federally assisted construction projects
subject to Davis-Bacon Wage requirements to submit weekly state-

ments to the Federal Government on the wages paid to each employee.
As demonstrated in GAO's report entitled "The Davis-Bacon Act
Should Be Repealed", (HRD-79-18; April 27, 1979), these requirements for weekly submission of payrolls are an unnecessary burden
on both the contractors and contracting agencies, result in a substantial amount of unnecessary administrative costs for the contractors and the Government and serve very little purpose in enforcement of the Davis-Bacon Act. These costs to the contractors
which are passed on to the Government have been estimated at
about $190 million a year.
S. 3, introduced in the 97th Congress, provides for eliminating
the weekly statement-a certification-of wages paid to each employee, but does not deal with the weekly submission of payroll
records required by the Department of Labor's regulations. We
suggested that S. 3, or the related committee report, be revised to
insure that submission of the payroll records be eliminated.
CLASSIFICATION OF NATIONAL SECURITY INFORMATION

Executive Order 12065 specifies that Federal agencies review all
classified records considered permanently valuable as they become
20 years old to determine if they can be declassified. However,
most of the declassified records probably will not be requested by
the public, and it is unlikely that the December 1988 deadline for
completing the review will be met.
In GAO's report entitled "Systmatic Review for Declassification-Do Benefits Exceed Costs?" (LCD-81-3; October 15, 1980)
GAO recommended that the order be modified to require that only
those records be reviewed which are specifically requested by the
public and those likely to be requested. If the order is not modified
the National Archives and Records Service, the Central Intelligence Agency, and the Department of Defense, Energy, and State
anticipate spending $88 million ($11 million per year) in salaries
and benefits during fiscal years 1981 through 1988 to systematically review information for declassification. A change would improve
responsiveness and save money without changing the policy of
openness in Government.
FEDERAL RECORDS MANAGEMENT ACTIVITIES

The National Archives and Records Service (NARS) technical
assistance program to help agencies improve records management
practices is funded through reimbursements from agencies, not
through NARS appropriations. Because NARS must obtain enough
money to cover its staff salaries, it places emphasis on obtaining
agency agreements to finance technical assistance projects. This
limits its ability to establish priorities and use its staff more effectively.
GAO, in its report entitled "Program To Improve Federal Records Management Practices Should Be Funded By Direct Appropriations", (LCD-80-68; June 23, 1980), recommended direct appropriations for NARS to allow the agency the flexibility it needs to
better fulfill its responsibilities for improving records management

practices in the Government and provide greater accountability to
the Congress.
The potential for achieving savings through a strenghthened
NARS was illustrated in GAO's report entitled "Federal Records
Management: A History of Neglect" (PLRD-81-2; February 24,
1981). Some examples follow:
-In November 1979 NARS said that the Navy could save almost
$7 million annually in typist's salaries alone through better
correspondence management.
-In 1978 NARS found that Air Force subcommands and bases
were excessively supplementing command directions and estimated that a 25 percent reduction in lower echelon supplements will save $6 million a year. The Air Force no longer
permits this practice.
-The Environmental Protection Agency reduced a 37-page form
to a 1-page form and use ADP equipment to complete part of
it. Quantifiable benefits as of later 1977 amounted over $1.2
million.
LEGISLATIVE AND ADMINISTRATIVE ACTIONS

The following actions are needed:
1. Congressional approval of the OMB budget request for implementation of the Paperwork Reduction Act of 1980.
2. Passage of legislation requiring elimination of the wages paid
reporting requirement.
3. Executive action to change Executive Order 12035 to require
review of classified records which are specifically requested by the
public.
4. Executive and Congressional action to provide direct appropriation for the NARS technical assistance program.
POTENTIAL COSTS AND SAVINGS

Additional costs will be incurred for staff at OMB. OMB has
already included this in their budget request. The NARS reimbursable program is $6 million; direct funding would increase NARS
budget authority and outlays but would reduce those for the agencies they serve.
The potential cost reductions depend upon the number of reporting requirements eliminated or modified.
The elimination of the wages paid report would save about $100
million in government construction costs and an unknown cost to
the government agencies for reviewing and processing the data.
The major savings would appear as lower construction costs for
government projects administered by many different agencies.
The change in Executive Order 12065 would save about $10
million per year for NARS, CIA, Departments of Defense, Energy,
and State.
These few examples and actions would result in at least $200
million per year savings government-wide. We believe a concentrated effort to identify other unnecessary reports and to get them
eliminated promptly could double the savings to $400 million per
year.

SUPPORT STUDIES

Following are the major studies regarding paperwork reduction.
GAO REPORTS

Department of Agriculture: Actions Needed To Enhance Paperwork Management and Reduce Burden (GGD-80-14; March 10,
1980).
Program to Improve Federal Records Management Practices
Should Be Funded By Direct Appropriations (LCD-80-68; June 23,
1980).
Systematic Review for Declassification Of National Security Information-Do Benefits Exceed Costs? (LCD-81-3; October 15,
1980).
Federal Records Management: A History Of Neglect (PLRD-81-2;
February 24, 1980).
The Trucking Industry's Federal Paperwork Burden Should Be
Reduced (GGD-81-32; March 3,1981).
PAPERWORK COMMISSION REPORT

Final Summary Report of the Commission on Federal Paperwork
(October 3, 1977).
Contains Overall Findings and Recommendations and Summaries of 36 Individual Paperwork Studies.
CONGRESSIONAL REPORTS

Senate Governmental Affairs Committee Report on the Paperwork Reduction Act of 1980 (September 8, 1980) Includes Extensive
List of GAO Studies on Paperwork and Other Issues Related to the
Paperwork Reduction Act.
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ENCLOSURE V
DEFENSE LOGISTICS ECONOMIES
NATURE OF THE PROBLEM

As set forth in our memorandum of January 21, 1981, to Secretary Weinberger 1 there are a variety of opportunities to effect
economies in the logistical support of the military forces. Defense
has continued to make such moves over the years in response to
GAO recommendations, but there are six areas where even more
vigorous action can produce greater savings than those declared so
far by the new Secretary. The most controversial of these involve
sharing or integration of support-type functions among the military
services to reduce staffing and investment in facilities, equipment,
and supplies. The six items are:
[In millions]
Savings potential

Item

1982

1 Consolidate military base support activities

2 Finish consolidation of management of consummable supplies in Defense Logistics Agency .......... . ..
3 Consolidate management of aircraft depot maintenance activities
....
4. Consolidate intermediate maintenance of aircraft components in Europe.
..........
...... ..
5 Integrate traffic management activities ..................................
6 Make full use of wholesale and retail inventories of parts . ....
Total

.

.............. ...

.... ..

.............. .
...................

.... ..... ..............
......
........... ...

.

1983

180

370

25
62

50
125

22
12
62

44
25
125

363

739

Reference C,more savings achievable in later years

The documentation in respect to these actions appears in Reference A, B, and C. The Secretary, in his press release of March 6,
1981 (D) has announced plans for savings of $100 million in fiscal
year 1982 and $300 million in fiscal year 1983 based on "elimination of inefficiencies in civilian manpower and base overhead." He
has also advised GAO of ongoing studies, in respect to GAO's
proposals, to consider the issue of impaired readiness. This is often
a false argument which delays long-overdue actions. We feel that
another $200 to $300 million in cost reductions can be achieved in
fiscal year 1982 over and above the $100 million in the Secretary's
plan.
LEGISLATIVE AND ADMINISTRATIVE ACTIONS

The action needed is a decision by the Secretary to move ahead
aggressively on planning for the implementation of such actions
where they are clearly cost effective, including pilot tests where
necessary. To delay action plans pending further studies will, in
our opinion, become an excuse for no action as it has in past years.
Congress could encourage affirmative progress by reducing the
budget by $200 to $250 million and citing the opportunities discussed by GAO as the basis.
I Reference A and B

77-239 0 - 81 - 20

POTENTIAL COSTS AND SAVINGS

Discussed above and in Reference C.
SUPPORTING DOCUMENTS ARE DISCUSSED IN THE ABOVE

The following reference documents were provided the committee:
Reference A: Letter to Secretary Weinberger from Comptroller
General, dated January 21, 1981; Subject: "Proposed Agenda of
Significant Management Improvements and Cost Reduction Opportunities-Department of Defense."
Reference B: Supplementary notes to above letter.
Reference C: Insert for the record of House Budget Committee
Task Force hearing on March 10, 1981; subject: "Discussion of
Opportunities for Cost Reduction-DOD."
Reference D: SecDef press release dated March 6, 1981; subject:
"Summary of fiscal year 1981-1982 Savings."

ENCLOSURE VI
DEFENSE MULTI-YEAR CONTRACTING
NATURE OF PROBLEM

GAO has testified and reported on the adverse impact on weapons costs which result from:
-Inadequate and inconsistent funding for weapons programs
which, in turn, causes delays, efficiencies and cost growth.
-The lack of an "up front" commitment to a program which
produces program stability, permits economical production
runs, and provides the incentive to contractors to invest in
labor-saving capital equipment which reduces costs and increases productivity.
This entire problem is discussed at length in our testimony before
the House Budget Committee on March 10, 1981.
LEGISLATIVE AND ADMINISTRATIVE ACTION

Legislative action by the Congress is essential to authorize DOD
to enter into multi-year procurement contracts, and to raise the
current termination ceiling (in the event of cancellation) from the
present level of $5 million. A legislative proposal which would
support multi-year procurement authority is H.R. 745, introduced
on January 6, 1981. The $5 million ceiling is dropped but a provision is retained requiring the Secretary concerned to advise the
Congress in writing of any contract where a termination ceiling in
excess of $50 million is provided in the contract. Such a contract
would not be awarded for a period of 30 days following such notification. Congress must stand fully behind such a commitment.
GAO has confirmed that there is strong and enthusiastic support
for multi-year procurement authority among all components of
DOD.
POTENTIAL COSTS AND SAVINGS

Estimates of various authorities indicate that up to 15 percent of
unit costs can be saved through multi-year procurements, and more
when competition can also be obtained.
The Commander of the Air Force Systems Command testified in
November 1980 before the House Armed Services Committee as
follows:
"Looking at six new potential multi-year candidates, which
would cost a total of about $13 billion on a single year basis, I feel
confident that we could achieve savings of well over $1 billion if
authorized to procure them on a multi-year basis."
On March 6, 1981, in his Press Release on cost savings, Secretary
Weinberger stated:
"But there are even greater opportunities. The Military Departments have estimated that upwards of $15 billion can be saved over
the next five years by multi-year procurement, which will encourage capital investment, better planning, and more efficient production, and by eliminating barriers in the Small Business Act, DavisBacon Act and other regulatory restrictions."

POTENTIAL COSTS AND SAVINGS

GAO has estimated that within two years after legislative authority is provided, savings of as much as $1 billion might be
achieved, and that within five years these savings might be as
much as $3 billion. This is based on the assumption of a 10 to 15
percent unit cost reduction on selected major systems.
For fiscal year 1982 Secretary Weinberger has already announced plans to increase production quantities for 17 systems in
order to obtain the benefits of economy of scale. Savings of $484
million have been announced for fiscal year 1982.
If multi-year authority can be obtained promptly, it is possible
that some multi-year arrangements for fiscal year 1982 can be
placed under contract and that savings over and above those already identified can be achieved. While there is no way of precisely
estimating what this increase might be for fiscal year 1982, we
believe that an additional savings of $150 million is conservative,
with much greater savings in fiscal year 1983 and beyond. The
Secretary of Defense should be encouraged to advise the Committee
of the true potential for these later years.
SUPPORTING DOCUMENTS

The documents referred to in Enclosure V "Logistical Economies" provide backup to this discussion on multi-year contracting.
In addition to those documents, two more are:
Reference A.-Testimony of Mr. Walton Sheley before the House
Budget Committee on March 10, 1981, regarding multi-year contracting.
Reference B.-H.R. 745.

ENCLOSURE VII
POSSIBLE COST REDUCTIONS IN OPERATION OF THE FOREIGN
MILITARY SALES PROGRAM

The Foreign Military Sales Program has grown from about $1
billion in goods and services ordered in fiscal 1970 to over $15
billion ordered in fiscal 1980. The value of unfilled orders was over
$53 billion as of September 1980.
Nature of the problem
Because of the enormous size of this program, it is essential that
the program be operated at no loss to the taxpayer as required by
law. However, in prior years, the Department of Defense has made
large subsidies to foreign countries under the Foreign Military
Sales Program. By not charging foreign governments enough for
equipment and spare parts, the Department is, in effect, subsidizing the sales with taxpayers' money.
During the past several years, GAO has issued many reports on
the need to improve pricing and cost recoupment under the Foreign Military Sales Progam. Although the Department has taken
considerable corrective action based on previous GAO work and
Congressional follow-up; cost recovery practices are still inadequate. The Department is still not following a policy of full ost
recovery.
Potential additionalsavings and cost
One of the basic guidelines provided in President Reagan's February 18, 1981, "Program for Economic Recovery" was the need to
"Recover costs that can be clearly allocated to users." If a policy of
full cost recovery from foreign countries participating in the Foreign Military Sales Program is adopted, estimated annual savings
of $100-$300 million could be realized.
To achieve this annual savings additional resources will be
needed. We have no way of estimating the additional costs that will
be incurred in realizing this savings. We believe the primary cost
would be for the development of a fully integrated, centralized
accounting system for foreign military sales and the improvement
of pricing systems.
Legislative and administrativeactions
There are no specific legislative actions needed to realize the
savings. The following administrative actions are necessary:
1. Recovery of administrative costs of supporting the Foreign
Military Sales Program would reduce subsidies to foreign countries.
Department of Defense has issued instructions that the military
departments can only recover those costs which can be proven to
vary with fluctuations in the sales program. These instructions
prohibit the use of generally accepted cost allocation methods and
conflicted with the policy of recovering costs that can be clearly
allocated to users.
2. Improving Department of Defense pricing policies and practices would substantially reduce subsidies to the Foreign Military
Sales Program. The military services continue to charge less than
full replacement cost for items sold from inventories.
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3. Better control over cost waivers on sales to foreign countries
could result in additional recoveries of nonrecurring research and
development costs and other costs associated with sales. The Department of Defense is not required to obtain approval or report to
the Congress on the values of and reasons for cost waivers. Such
information could result in strenthened congressional oversight
and control of the sale program.
4. A more accurate Defense accounting system is needed to
assure that amounts due the United States are fully and promptly
collected. At the present time, the Department of Defense does not
have adequate control over foreign military sales accounting and
cannot provide foreign countries with an accurate accounting for
their funds deposited in trust fund accounts.
LISTING OF GAO REPORTS CONCERNING FOREIGN MILITARY SALES
FGMSD-79-51 Aug 25, 1978

Defense's continued failure to properly price and bill for foreign military sales has
resulted inlarge subsidies to foreign countries
FGMSD-78-48A- Sept 26, 1978
Defense is not required to report to the Congress on the value and reason for cost
waivers Such information would strengthen congressional oversight and control
of the sales program
FGMSD-79-12
Correct balance of Navy's foreign military sales trust fund was unknown
FGMSD-79-21
Defense systems of accounting for the value of foreign military sales were not
accurate and needed improvement
FGMSD-79-16 Mar 22, 1979
Defense had not charged for the quality assurance services it provides on equipment
sold other countries
Foreign governments had not been charged their fair share of inventory losses
FGMSD-79-31
FGMSD-79-33
For years, Defense has had serious accounting and financial management problems
in the foreign military sales program As a long-term solution, Defense should
develop a plan for centralizing accounting and financial management of the
program
Defense needed to closely monitor actions to charge foreign governments for the use
FGMSD-79-36 June 1,1979
of Government-owned assets on sale of items from inventory and to strengthen
accounting and billing procedures
Financial
and legal implications of Iran's cancellation of its arms purchase
FGMSD-79-47 July 25, 1979
agreements
FGMSD-80-26 Jan 28, 1980
Questions concerning the Saudi Arabian trust fund, the operation of all US military
sales trust funds, and the need for a central clearinghouse for controlling
disbursements from these trust funds
FGMSD-80-47 June 3, 1980
Defense could not provide foreign governments with an accurate accounting for their
funds deposited intrust accounts
AFMD-81-28 Jan 30, 1981
............. Improvements are needed in the collection of and accounting for foreign countries
funds deposited inthe United States for arms purchasers

ESTIMATED ANNUAL SAVINGS
[in millions of dollars]

Major program

Fiscal year1982
1984

Defense-Foreign military sales.

Full recovery of administrative cost

..

Improved pricing of stock fund and secondary items.
Better control over cost waivers .........
Improved collections through better accounting systems

$60
180
30
30

$240
540
150
90

300

1,020

ENCLOSURE VIII
WORK FORCE COST CONTROL

Nature of the problem
Congress and the President need to be able to effectively control
the cost of the total work force through the budget process. However, the present budget classifications do not provide the Congress
information on the total work force costs, which could be used for
setting dollar level limitations on such costs, including employees
salaries, fringe benefits, travel, and service contracts. Presently,
most of the service contracts are included in an "other service"
category which was more than $90 billion in FY 1980. Several
alternatives are available to the Federal Government to better
manage and control its total work force costs, rather than the
present piecemeal approaches-personnel ceilings, hiring freezes,
limits on consultants, and others.
Any change to the procedures should establish an overall control
of work force cost (broader than that now attempted by such arbitrary actions as personnel ceilings and hiring freezes) and should
also provide the program managers the flexibility needed to use
the type of mix of personal services that can best carry out their
missions.
Legislative and administrativeactions
A preferred alternative would be to revise the object classes in
budget presentations. This would involve:
1. The establishment of several new object classes that would
provide a clearer, more detailed breakdown of direct and indirect
work force costs.
2. The revision of OMB and agency budget instructions, forms,
and systems to accommodate the new object classes.
3. Adding to the executive and congressional budget decisionmaking consideration of limitations on total work force costs through
appropriation acts.
We recognize, however, that there are several drawbacks associated with this alternative, primarily the need for the executive
branch to develop a detailed implementation plan and the time
required to incorporate this new structure throughout the Federal
Government. This will take several budget cycles to successfully
accomplish. Thus, this alternative must be considered a long-term
improvement.
Other alternatives which can also provide a more informative
breakdown of Federal work force costs include:
-The modification or refinement of existing personnel and
procurement data systems which could organize costs in a
more informative presentation. Direct Federal cost data collection efforts by the Office of Personnel Management and
the Federal Procurement Data System (FPDS), operated by
the General Service Administration, can offer a basis from
which a more detailed identification of both direct and indirect Federal work force costs can be made.
-Changes to the present budget subfunction grouping as well
as the appropriation account classification system.

-The development of a totally new cost accumulation and
reporting system that would provide for various work force
cost data presentations and analyses.
Potentialcosts and savings
We have not estimated the savings achieved by more effective
management of the total work force, nor the cost of the systems
changes. However, if the changes in the object classification and
reporting are made a part of the regular annual revision to the
budget instructions and system changes the costs would be very
small in relation to the present costs of administering separate and
special limitations on personnel and travel and consultants. And, of
course, the major savings would result from more efficient use and
mix the total work force resources, Federal and contract employees.
Supporting documents
FPCD 76-88, June 2, 1977.
Comments on H.R. 4717, Hearings before the Subcommittee on
Human Resources of the Committee on Post Office and Civil Service, House of Representatives, Sept. 11, 1979.
Comments on S. 2880, June 26, 1980, Budget Identification and
Justification of Goods and Services Purchased from Private Contractors.
Comptroller General testimony before the House Budget Committee, March 3, 1981.

ENCLOSURE IX
GOVERNMENT-WIDE PROCUREMENT PRACTICES

Nature of the problem
Government contracting for goods and services is one of the most
pervasive and costly activities of Federal agencies and grantees. It
is a subject of continuing attention by GAO, and by the Appropriation and Authorization Committees because, typically, 20 percent
of the Federal budget is expended through the procurement process.
On major concern to the Congress since the report of the Commission on Government Procurement in 1972 has been the need for
greater uniformity, consistency, and simlification of the process,
Government-wide. A legislative mandate has been enuciated to
correct these inefficiencies as cited below.
Opportunities for economies are never ending in view of the
millions of transactions which occur annually. A constant objective
is the importance of increasing competition in Government procurement trends during the 1970s have been to less competitionwhich means the probability of higher prices. Sole source awards in
Defense now are 64 percent.
Better planning of the annual procurement program; better management of the process; and higher skill and competence levels are
essential objectives.
Legislative and administrativeactions
In 1974 Congress established the Office of Federal Procurement
Policy as recommended by the Commission on Government Procurement.
In 1979 this Act was extended by P.L. 96-83. The Administrator
was directed to develop and submit to the Congress a proposal for a
Uniform Procurement System (UPS), the goal of which is to acquire efficiently property and services of the requisite quality,
within the time needed, at the lowest reasonable total cost, while
utilizing competitive procurement methods. In accordance with the
statute a proposal for the UPS was submitted to the Congress on
October 27, 1980. The Committee of primary jurisdiction in the
House is the Government Operations Committee under Chairman
Brooks.
In accordance with P.L. 96-83 the OFPP must submit by October
1981 a statute to implement the UPS. Preparation for this is now
proceeding in the Executive Branch; GAO is monitoring these actions in order to assist the Congress in assessing the proposals and
to make suggestions of its own.
It is heartening to note that Secretary Weinberger in one of his
first management improvement actions directed the Duputy Secretary to conduct a view of the acquisition process to:
-Reduce costs by looking for substantial and real savings in
the acquisition of major weapon systems.
-Improve the acquisition process and make it more efficient
and more effective.
-Increase the stability of programs so that long-range program finding is more predictable.
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-Insure that appropriate long-range business strategies and
planning tools are put in place to reduce unit costs.
-Increase the quality while decreasing the delivery time of
military hardware and civilian services.
Potential costs and savings
No comprehensive data have been developed. Multi-year contracting is perhaps the largest major economy in the near term.
(See Enclosure VIII.) In addition we have suggested that the SecDef
give early attention to increasing competition. He has announced
cost reduction goals as follows:
SAVINGS GOALS
[In millions of dollars]
1982

Contracting practices reform ........

.......................

1983

70

130

1984

200

1986

300

These savings are in addition to multi-year procurement, the
elimination of Service marginal systems and productivity savings.
Goals for civilian agencies lie ahead and should be an early
objective of the Office of Management and Budget and the OFPP,
and the revitalized Inspector General program.
Supporting documents
-Proposal for a Uniform Procurement System, Office of Federal Procurement Policy, October 27, 1980.

ENCLOSURE X
REPLACING OBSOLETE COMPUTERS

Nature of the problem
GAO recently reported (AFMD-81-9, December 15, 1980) that
substantial immediate savings could be achieved if the Government
got rid of its older computers and replaced them with more modern
technology. The Government's inventory of medium- and largescale equipment is 98 percent pre-1975 technology, and the improvements made in recent years have in essence obsoleted equipment of this vintage. The report proposed a means by which agencies could replace such hardware. GAO's study did not cover smallscale equipment, but much of this portion of the Federal inventory
is also ancient, and there are savings to be made in this area as
well by early replacement.
This situation has come about through a variety of factors:
-the major technological advances the computer industry has
made in recent years, which have increased performance
dramatically while reducing computational costs significantly.
-the fact that central agencies charged with the responsibility
have not provided guidance to Federal agencies to help them
determine when the point of economic obsolescence of their
computers has been reached.
-the fact that computer managers have frequently become
preoccupied with the day-to-day problems of keeping the old
equipment operating, and have failed to plan for the future.

-the torturous, time-consuming procurement path that agencies have been required to follow to obtain newer computers.
-the non-involvement of top agency management in key aspects of computer and information resource management,
due in part to their lack of awareness of the great significance that the computer now plays in their agency's operations.
While GSA and OMB have taken some promising steps as a
result of the GAO report, the magnitude of this problem mandates
special Congressional action. Leaving the matter to the possible
untimely action of individual agencies is unacceptable. Further,
although OMB has expressed concern for the seriousness of this
problem, recently it placed a temporary freeze on all procurements,
including ADP equipment. Because of its negative impact on savings in this particular instance, GAO has urged OMB to grant an
exception for replacing old computers.
Legislative and administrativeactions
One approach that would allow for accelerated replacement
would be to grant the exemption to the freeze by administrative
action and to augment the ADP Fund, which is operated by GSA.
This fund should be augmented with sufficient appropriations to
purchase (or lease, when more appropriate) new equipment to replace the existing hardware. Agencies which can demonstrate savings through such replacement will reimburse the Fund for its
expenses from their existing appropriations (and deposit net say-

ings in the first year from the changeover into Treasury's miscellaneous receipts account). No acquisitions will be approved unless
savings are documented and binding financial arrangements are
agreed to in advance. Immediate attention should be given to the
more than 1,000 obsolete medium and large scale computers that
are very old.
Potential costs and savings
The types of saving to be achieved include:
-reduced maintenance costs of new equipment. The new
equipment requires far less maintenance attention.
-reduced costs for power and air conditioning. The new equipment uses far less of these precious resources.
-reduced personnel cost. The new equipment can be operated
by fewer people.
-reduced space occupancy costs. The new equipment is physically far smaller, yet has the same capacity as the old
equipment that it replaces.
-reduced costs of purchased timesharing. When the old equipment fails, and processing must be continued by other
means, agencies have contracted for commercial timesharing
services, at additional cost.
In just the four installations with 20 computers analyzed in
detail, GAO found the $1.4 million could be saved annually with
newer equipment. While the GAO study calculated savings based
on only the costs of maintenance, power, and cooling of the older
owned equipment against leasing (including maintenance), power,
and cooling of the new equipment, there are other benefits to be
gained from updating computers. These include reduced personnel
costs, reduced space occupancy costs, and other factors. When you
consider that there are over 1,000 computers of similar vintage in
the Federal inventory, the potential savings to the cost of Federal
operations become extremely significant. Assuming most of the
very obsolete computers can be replaced promptly at the same
savings rates, the net savings in direct computer costs would be
about $70 million plus reduced personnel and space costs. This
could exceed $100 million in the first year. The ADP Revolving
Fund would have to be augmented temporarily to cover the initial
acquisitions before the reimbursements from agencies fully offset
the cost, but this should occur during the first year and should not
result in a net outlay by the Fund. Furthermore, to the extent GSA
enters into leases rather than purchases, the initial outlays by the
Fund would be minimal. The actual savings would occur in the
agencies which now have obsolete computers.
Supporting documents
-Excerpt from draft summary report of the Federal Data
Processing Reorganization Project-Recommendations 4 and
5.
-Continued Use of Costly, Outmoded Computers in Federal
Agencies Can be Avoided (AFMD-81-9, December 15, 1980).
-Federal Inventory of ADP Equipment.

ADDITIONAL VIEWS OF HON. PAUL SIMON
The budget resolution reported by this committee is, like all
budgets a compromise document. While it leaves some dissatisfaction-by not providing for public service jobs or adequate levels of
student aid, for example-this budget represents a carefully
worked out compromise that may be the most widely acceptable
package we consider this year.
This budget reduces federal spending in some areas which are
painful, but with cuts which are distributed over a broad range of
programs. The budget also has a more responsible deficit level
which is less than half that contained in the Administration's
proposal. It is essential that we move in this direction and achieve
a balanced budget by 1984. This resolution lays the groundwork to
accomplish that.
I believe there are areas where this distribution could be more
even-handed. For example, I supported efforts to restore funds in
areas such as student aid, child nutrition, public service jobs and
international language studies. Deep cuts in these areas represent
short-term savings, but there will be long-term loss to the nation.
The resolution has provided for major increases in the defense
budget, reflecting the commitment of the nation to a strong and
adequate defense. But another critical area of our national security
suffers in this budget-the economic and development assistance
we provide to other nations. We must continue to provide for the
well-being, health and growth of people in all nations if we are to
maintain a stable course in world politics.
There are important issues this budget does not adequately address. I believe that this is the critical time to tackle indexing.
More than half the federal budget is indexed, either directly or
indirectly, most often to the Consumer Price Index. As the General
Accounting Ofice said recently, it is "absolutely essential" that we
reform indexing. I applaud the call for a bipartisan effort on indexing reform which is included in the resolution. But I believe we are
again moving too slowly. We must disengage the uncontrollables in
this budget from a volatile and faulty index that misstates the cost
of living for everyone.
Although this is not a perfect document, I applaud Chairman
Jones and members of the Committee for their work in fashioning
an acceptable compromise which adheres to the need for fiscal
restraint advocated by the Administration, and which applies that
restraint in the context of trying to meet the basic needs of this
country's citizens.
Each budget resolution builds upon previous ones. This budget
resolution has set targets on a credit budget for the first time. This
is an important first step in gaining control over the entire breadth
of fiscal policy.
One area where we are still lacking is in multi-year budget
planning. If we were held responsible in our outyear figures to the

consequences of spending decisions, I believe we would take a
different course in some spending areas, and in our approach to
fiscal restraint.
For many of the reasons I have outlined, the budget resolution
will please no one fully. That is both the challenge and the frustration of the budget process. It is a process which, through compromise, should allow us to debate national priorities openly, while at
the same time establishing a clear track for fiscal policy.
In that it sometimes falls short of these goals, I believe the
process must continue to undergo review and change, as necessary.
We have begun to use the tool of reconciliation. My hope and belief
is that ultimately this tool will be the vehicle to bring the legislating and appropriating committees into the mainstream of the
budget process.
I have read carefully the views of my colleague, Congressman
David Obey, on the subject of budget process reform. I agree with
much of what he says. The need for continued debate on the budget
process is evident, and his suggestions raise a number of important
questions into the forum of debate. The suggestion of bringing the
Appropriations and Ways and Means committees into the forefront
of developing a budget has merit; however, I believe that reconciliation will remain an important and necessary tool of the Budget
Committee. Coordination would be needed so that the resolution
reported by the Budget Committee would serve as the guiding
document in shaping a budget plan.
I also would urge that a change in the start of the fiscal year be
considered. Moving the fiscal year from October to January would
give the Administration and Congress more time to develop a
budget that would withstand the test of changes in the economy.
The budget resolution reported out by this committee will not
have an easy time when considered by the House. However, I
believe that it represents an acceptable compromise. I applaud
Chairman Jones for his work in fashioning it, and I urge its support on the floor.
PAUL SIMON.

ADDITIONAL VIEWS OF HON. JIM MATTOX
The Administration is to be complimented on identifying critical
problems this Nation faces as it attempts to deal with inflation and
unemployment. The Administration has submitted its plan for eonomic recovery. This Committee, in exercising its constitutional
and statutory responsibilities, has conducted a comprehensive and
exhaustive review of the specific recommendations.
The Committee's recommendations include, either in whole or in
part, a majority of the President's proposals. Perhaps no President
in recent history has had this degree of cooperation and support.
In exercising its judgment, however, the Committee found it
necessary to reject, modify, or retarget some of the spending and
tax proposals included in the President's plan.
Perhaps most importantly this Committee could not, in a period
of high inflation, accept dubious "supply-side theories" about
across-the-board tax cuts that were not specifically targeted toward
increasing productivity and expanding capital formation and investment. The tax plan suggested by this Committee, therefore, is
more fair and equitable, and runs a substantially lesser risk of
increasing inflationary pressure.
This Committee believes in a national defense second to none
and, therefore, shares the President's goal of strengthening our
armed forces. The recommendations adopted by this Committee
provide for the largest increase in defense spending since World
War II. Moreover, these increases are targeted to enhance our
readiness and provide for a military personnel system that will
train and retain skilled and competent men and women.
Unfortunately, the President's proposals with respect to human
needs fell woefully short. They called for unfair sacrifice, unequal
justice and penalized marginal families with children. Fairness and
equity governed our deliberations in this Committee. Therefore, we
recommend the restoration of funds for medicaid, food stamps,
legal services and veterans' benefits. We cannot wish away the
want and suffering of our aged, our poor and our unemployed. Our
recommendations address these issues realistically and in the context of the critical need to restrain Federal spending, which we
have done.
This Committee's recommendations call for $2.15 billion less in
spending than the Administration's. Our deficit of $25.6 billion is
$23.7 billion lower than the $49.3 billion deficit of the Administration.
The recommendations of this Committee, if implemented, will
bring about a balanced budget by 1984, whereas the Administration's proposals would continue high deficits.
I urge all Members of both parties to adopt this Committee's
recommendations which, in terms of objectives and direction, are
consistent with those of the Administration.
JIM MArOX.

ADDITIONAL VIEWS OF HON. STEPHEN J. SOLARZ
No budget resolution is ever completely acceptable. Nor is any
budget resolution considered in a vacuum. While there are some
reductions that should have been avoided, the Budget Committee
resolution deserves support because it responds more equitably and
compassionately than the Administration's to the consensus in the
country and the Congress that federal spending be curtailed.
Because of this consensus, the real issue is neither whether the
budget should be cut nor even for that matter by what amount but
rather how the reductions should be achieved. The fundamental
difference between the House Budget Committee resolution and the
Administration proposal is that ours is fairer and more responsive
to human needs. The House cut the same amount of money as the
Administration but took it from programs that, however worthwhile, are not as important as those to which we restored funds.
The House Budget Committee found approximately $9 billion
that can be saved through improvements in administrative efficiency, secondary NASA programs, the private financing of the Strategic Petroleum reserve, reductions in subsidies to the utility industry, the stretch out or elimination of low priority water projects,
user fees for services the Federal government performed for specific sectors of the economy, and improved tax collection, as well as
other reductions.
The Administration proposed cuts of $13 billion from important
social programs like Title XX, elementary and secondary education, employment and training, medicaid, food stamps, AFDC, child
nutrition and low-income energy assistance and from other programs intended to maintain our infrastructure, restore our cities,
and reduce our reliance on imported oil. The House Budget Committee restored approximately $8.0 billion to these programs. These
restorations are completely consistent with fiscal responsibility and
will do much to mitigate the adverse impacts of the Reagan proposal on those least able to fend for themselves as well as to
improve our competitiveness.
The House budget also offers a far more equitable tax cut than
does the Administration. It rejects the Administration's across-theboard tax reduction to benefit the rich and endorses a program to
stimulate savings and investment. The Democratic tax cut will
provide needed relief to lower- and middle-income taxpayers. In
addition, the House budget deficit is substantially smaller than the
Administration's.
Some of my colleagues may feel that there is no reason to cut the
budget as deeply as called for by the Administration or by the
House Budget Committee. Political reality suggests, however, that
the majority of Americans and the Congress believe that the
budget must be cut by about $30 billion. We have cut as fairly as
possible.
This budget may leave much to be desired. But I am convinced
that in terms of both spending and tax policy it is a significant
improvement over the Administration proposal and, given the current political environment, the best budget possible.
For these reasons, I urge all who believe that the Reagan budget
is unacceptable to support the House Budget Committee resolution.
STEPHEN J. SOLARZ.

ADDITIONAL VIEWS OF HON. LEON E. PANETTA
Reconciliation
A successful reconciliation process is crucial to achieving the
budget authority and outlay targets set by this resolution. Last
year the first major reconciliation effort was completed successfully
by Congress and as a result some $8 billion was cut from the
Federal deficit for fiscal year 1981. This year an even greater effort
is required to achieve the budget cuts proposed in this resolution
by the House Budget Committee. As Chairman of the Budget Committee's Reconciliation Task Force I will be greatly involved in
seeing that legislation needed for reconciliation is promptly delivered by the Administration, that Committees understand what is
required of them by this resolution and the reconciliation process
in general, and that the reconciliation schedule agreed to by the
majority and minority leadership in the House is followed. Also,
the Reconciliation Task Force will be developing a set of guidelines
to assist the Committees in meeting their reconciliation goals.
The reconciliation instructions contained in this resolution direct
fourteen House committees and ten Senate committees to submit
changes in programs to achieve legislative savings of $13.1 billion
in budget authority and $15.8 billion in outlays for fiscal year 1982;
$15.4 billion in budget authority and $20.7 billion in outlays for
fiscal year 1983; and $17.9 billion in budget authority and $24.8
billion in outlays for fiscal year 1984. The Budget Committee report
provides suggested ways to attain these savings, but, as was the
case last year, each committee is free to submit program changes
in other areas as long as the assumed savings are achieved.
It will not be an easy task to achieve the savings called for in
this resolution. The reconciliation procedure is complex and requires a coordinated effort on the part of House and Senate Committees. This year we face even more of a challenge because of the
tight time frame set for reconciliation action. After adoption of the
first concurrent resolution conference report, which should come in
the middle of May, committees will only have about one month to
submit reconciliation proposals to the House Budget Committee. As
was done last year, the Committee will assemble the proposals,
without substantive revision, into an omnibus reconciliation bill for
consideration by the entire House. The agreed upon deadline for
final action on the omnibus bill is July 15, which only leaves one
month for floor action on the bill and conference with the Senate.
Some will remember that last year's conference with the Senate
lasted some six weeks and involved one hundred conferees. This
year we will have less time but more than twice the amount of
legislative savings upon which to reach agreement.
As Chairman of the Reconciliation Task Force I hope to make
this year's reconciliation effort as smooth as possible. I will be
working to keep in touch with all committees involved in reconciliation and I encourage those committees to work closely with House
Budget Committee members and staff throughout this process.
LEON E. PANErA.
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ADDITIONAL VIEWS OF HON. BILL NELSON
I support this Budget Resolution because its spending level is
lower than the Administration's level as adjusted, its defense
spending (outlays) is $1 billion higher than proposed by the President as necessary, and its 1982 deficit is half of that proposed by
the President.
While budget cuts are not to be considered a panacea for high
inflation, it is a necessary first step to implement any economic
recovery plan. The psychological impact of a tight fiscal policy is
very important. This cannot be measured by current economic
models, but the effect is significant and positive. If we are able to
shift the responsibility of many of the federal government programs to the people, where it belongs, and if we are able to trim
the waste, fraud, and abuse from the federal government, we could
establish government as the leader in making the kind of sacrifice
necessary to get this economy on the road to recovery.
A major concern of mine is in the area of national defense. The
need to maintain a high level of defense spending is apparent and
compelling. For this reason, I intend to offer an amendment to the
Budget Resolution when it comes to the House floor to raise the
budget authority for defense. Nothing is more directly the responsibility of the Federal Government than to provide for the common
defense.
BILL NELSON.

ADDITIONAL VIEWS OF HON. ADAM BENJAMIN, JR.
Americans spend more than $500 billion annually on transportation, about one-fifth of the Gross National Product. This figure does
not include the indirect costs-loss of life through accidental death,
pollution of the environment, urban sprawl and reliance on uncertain sources of energy from abroad.
The transportation system which has evolved is fundamental to
the United States economic and social well being. It influences the
job we take, where we live; it literally compresses space into time.
If we are, as Lincoln said, to provide our people with an equal
opportunity "an open chance for (their) industry, enterprise and
intelligence," the creation of new wealth to accomplish these things
must be predicated on a viable transportation infrastructure. The
Administration's proposals to reduce outlays within the transportation function by 15.8 percent in fiscal year 1982 preclude this.
The transportation cuts are ill conceived and have not taken the
measure of the systems they support. Rather than carefully considering each component of our national system in an effort to prune
to provide for healthy new growth, cuts were simply made to meet
a bottom line.
The transportation cuts are ill timed. Economic development did
not spawn a transportation system, it followed it. If the Administration is serious about economic revitalization it must become
serious about the nation's system of movement.
The cuts are politically inspired. They were targeted at a function once removed from the user to reduce opposition and dissassociate the resultant problems from their origin.
The Administration's lack of commitment for developing the
world's foremost transportation system is regretable.
Fortunately, the House Budget' Committee, under the leadership
of Chairman Jones, undertook the arduous and unwelcome task of
reordering certain Administration proposals. These changes are
explained in the Committee's report.
While the Committee may not have gone as far as I would, I
fully support its work. It establishes certain fundamental principles
which-if followed-should lead to the development of a national
system refashioned through technological innovation.
Technological innovation must be used to improve the efficiency
and safety of the mature segments of our system.
Technological innovation must be used to create new and advance intra and inter urban transportation modes, particularly in
the rail sector.
Technology and labor and management innovations must be
combined to reduce financial, time and energy costs for all systems.
Centuries ago, western civilization discovered America through a
sea voyage sponsored with public funds. The new land was later
linked by rail through an ambitious public program. Later, the
nation's society was unalterably changed with the advent of the
automobile and the creation of the interstate system. Most recently, the world's imagination was fired with vision as the spaceship
Columbia descended from the heavens.
In each instance, a different mode of transport and public funds
were used to alter the course of history. In each case, the world
was never the same and the peoples' standard of living advanced.

At each point, people faced new realities and adjusted. Discoveries
generated by the adaption process provided fresh opportunities for
creative thought, vast technological advances, new employment
and social change.
We are at such a point and should not be timid. We should
reduce where necessary. For example, the Transportation Subcommittee on Appropriations reduced the Administration's supplemental appropriation request for transportation funding for fiscal year
1981 by $119 million while providing for priorities to establish a
"new day" in transportation. Funds should be used to exploit high
technology to create the world's foremost system of movementwhether that movement be across town or through space.
We are a creative people of limitless vision. We should nurture
that vision and not be blinded by political expediency.
Concurrent with his support for space programs, President Kennedy called for a program to untangle the "chaotic patchwork of
inconsistent and often obsolete legislation and regulation" in the
transportation field. Congress created the Department of Transportation to specifically develop a national transportation policy. The
Johnson Administration attempted to implement a national policy.
The Nixon Administration focused on consolidation. The Ford Administration focused on reduction. The Carter Administration pursued deregulation.
The new Administration will not be allowed to dismantle the
nation's transportation system through its philosophy of abruptly
and unceremoniously shifting the burden of improvement to the
private sector, state and local governments or users without Congressional guidance, oversight and concurrence.
ADAM BENJAMIN,

Jr.

ADDITIONAL VIEWS OF HON. NORMAN Y. MINETA
When most Members of Congress reflect on the passage of the
Congressional Budget Act, they focus on the fact that the Act set
into motion an institutional process whereby Congress could have a
more centralized mechanism for setting budget policy. Before the
adoption of the Budget Act, Congress was ill-equipped to take an
overall look at the economic environment. The only budget was the
President's budget, and it served as a basis for fiscal policy discussion and for some legislative action. The Ways and Means Committee set revenues and the Appropriations Committee made spending
decisions-there was no relationship between these two functions.
Total expenditures, revenues, and the resulting deficit or surplus
for the fiscal year were not known until the final spending or
revenue bill was passed and signed into law. With the adoption of
the Budget Act, Congress established strict procedures to assess the
relative merits of spending and revenue measures in conjunction
with the overall needs of the economy.
In addition, Members receive more and better budget information. Before the passage of the Budget Act, Congress was dependent
on the executive branch for very basic budget information. This, of
course, made it difficult, if not impossible, for Congress to fully
exercise its constitutional responsibility of "power of the purse'
Today, in contrast, there is a considerable amount of independent budget information available to Congress from its Budget Committees as well as from the Congressional Budget Office. The overall cost of a particular bill is more accurately assessed, and the
estimates for future spending decisions have become more precise.
This additional budget information is in the ultimate sense only
useful insofar as it helps Congress to better control the budget.
This year the House Budget Committee has used the available
budget information to improve congressional control of the budget
in two areas-the credit budget process and the multiyear budget
planning system. A discussion of the steps the Committee has
taken in these areas follow.
Credit budget process
Over recent years the growth in Federal credit assistance has
outstripped the growth in direct expenditure programs. Federal
loans and loan guarantees grew by 133 percent between 1976 and
1980, while spending programs increased by 58 percent. The total
volume of new direct loans and loan guarantees by the Federal
Government, including those by off-budget entities, was over $100
billion in fiscal year 1980. Outstanding loans and loan guarantees
are estimated to total $541 billion by the end of fiscal year 1981.
Most of this growth can be attributed to the lack of congressional
scrutiny over lending in the budget process. Outlays for direct loan
disbursements are understated and obscured by loan repayments
received by Federal agencies. Loan guarantees only affect budget
outlays when defaults occur. The practical result is that the economic and budgetary consequences of Federal credit programs are
virtually ignored by Congress when it formulates its annual budget
plans. The credit budget is a sorely needed tool for budgetary
restraint. If the Federal Government wishes to allocate its credit
resources efficiently and to coordinate that allocation with its fiscal

policy, it must exercise control over Federal credit activities in a
manner similar to that for direct spending activities.
That we can talk in terms of a Federal credit budget at all is a
tribute to many months of work by the Carter administration in
developing the credit budget, by the Congress in introducing it into
the budget process, and now by the Reagan administration in
choosing to use the credit budget as a tool for implementing its
budgetary proposals.
President Reagan's 1982 credit budget represents a sharp departure in Federal policy of offering credit assistance. The March
revised budget contains large reductions in loan guarantee commitments and direct loan obligations from the January budget levels.
The Reagan administration has indicated that it desires to have a
much greater amount of credit allocated by private market decision rather than by the influence of Federal credit assistance programs.
The first budget resolution reported by the House Budget Committee contains a credit budget which supports the proposal that
more credit allocation decisions should be made by the private
market. The resolution is slightly above the March budget for
direct loan obligations and approximately $9 billion above the
March budget for primary loan guarantee commitments. The resolution is also $4 billion above the Reagan budget for secondary
guarantee commitments. The House Budget Committee recommendation is still well below the credit program levels of the January
budget.
Last year credit budget aggregate targets were included in the
budget resolutions. This year we are proposing function-by-function
targets as well, which is another significant step in our progress
toward rational control of Federal credit assistance. I am recommending, however, that the Congress go one step further. The
credit budget targets in the Second Budget Resolution for Fiscal
Year 1981 were not binding as are direct spending ceilings-they
will not be binding unless the Congressional Budget Act is amended to include them. This should be Congress' next step.
The gentleman from Arkansas, Mr. Bethune, and I have recently
introduced a bill-the Federal Lending Oversight and Control
Act-which would make the credit budget a formal, required part
of the congressional budget process. Enactment of this legislation
will force Congress to recognize Federal credit programs as a major
economic activity of the Government, and to no longer treat them
as a "free good." Subjecting loan and loan guarantee programs to
the discipline of the budget process will increase Congress' ability
to coordinate guarantee programs with other fiscal activities. More
rigorous oversight will improve our understanding of the actual
effects that these programs will have on the behavior of borrowers
and lenders. Ultimately, bringing credit activity into the budget
process will encourage Congress to choose financing mechanisms
based on desired objectives and efficient allocation of resources
rather than on the appeal of low budgetary visibility.
A scorekeeping system for credit activities has been developed by
the Congressional Budget Office, thus allowing direct loan obligations and loan guarantee commitments to be tracked on a trial

basis during calendar year 1981, similar to the way budget expenditures are now tracked.
Multiyear budget planning system
Each year Congress authorizes Federal activities and programs
and appropriates funds to carry them out. However, the outlays
(spending) which result in a given budget year are largely determined by actions which Congress has taken in prior years. In other
words, the choices made in prior years restrain the scope of action
in the budget year.
In a given budget year approximately three-quarters of the outlays are characterized as "relatively uncontrollable." This term
describes programs and activities for which monies will be spent
automatically unless Congress acts to change existing law. For
example, Congress must change authorizing law to effect social
security or interest payments, which become available under a
permanent appropriation without any action by Congress. Many
veterans' benefit payments are defined as relatively uncontrollable
because they are entitlements. Congress considers itself bound
under law to appropriate the needed amounts, and court cases
have held that such payments are legally required.
A further complication in reducing outlays sharply in any given
budget year is the rate at which funds are spent. This is due to the
normal spendout of outlays over several years, particularly in the
area of procurement and heavy construction. For instance, new
budget authority for the non-interstate highway program spends
out over eight years with only 8 percent of each new dollar being
spent in the first year.
The combination of programs which are uncontrollable and the
long lead times between spending authority when it is created in
the form of budget authority and when it is actually spent (outlays), has led to the situation that in any one budget year Congress
can only decrease spending on the margin.
In order to address this problem the Budget Act gave the legislative mandate to create a multiyear budget system, and since 1977
the House Budget Committee has moved steadily toward viewing
the budget in a multiyear perspective. This year, however, the
Committee has taken several major steps toward improving the
current multiyear budget system.
First, the Committee has recommended that entitlements and
"quasi-entitlements" be reconciled in the outyears.
In other words,
a savings made to an entitlement program in fiscal year 1982 will
be assumed to apply to the outyears (fiscal years 1983 and 1984) as
well. This will allow otherwise "uncontrollable" programs to come
under congressional control both in the budget year and outyears.
Secondly, during the Committee's markup, the staff presented
the Committee with the Chairman's recommendations for both the
budget year and the outyears.
Third, Members of the Committee were encouraged to offer
amendments which showed the outyear effects of their budget year
changes. This ws done in order to let Members of the Committee
see the long-term effects of budget year actions.
The steps which the Committee has taken to improve the current
multiyear budget system along with the steps taken to move
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toward a credit budget will greatly increase congressional control
of the budget. These steps were taken in a bipartisan spirit with
the full support of the Committee's Chairman, James Jones. It is
my hope that these steps will eventually become a permanent part
of the budget process.
NORMAN Y. MINETA.

SUPPLEMENTAL VIEWS OF HON. RICHARD A. GEPHARDT. HON. NORMAN Y. MINETA, HON. LEON E. PANETTA, AND HON. TIMOTHY E. WIRTH
Control of Federal spending is a critical and primary element of
any serious anti-inflation policy. Rampant inflation is the single
most profound threat to our economy and to our future domestic
security.
The President has proposed slowing the growth rate of Federal
spending, reducing the size of government-including its maze of
regulations-and providing tax relief. We are in agreement with
each of these goals, and will work with the President to achieve
them. The President is correct in calling for the level of spending
reductions which he has proposed. But it is the Congress, and more
immediately the House and Senate Budget Committees, which are
charged with the responsibility of determining the national priorities reflected in spending reductions and their effectiveness in
overcoming stagflation.
This resolution reflects the Committee's conclusion that modifications in the President's programs are needed. As submitted, the
Administration proposal includes a deficit of about $50 billion,
which is far too large in a time of rampant inflation. It carriers the
considerable risk not only of exacerbating inflation, but of increasing unemployment and resulting in more government spending and
higher Federal deficits. In addition, it threatens serious hardship
for those in need-especially the working poor on the borderline of
poverty-without substantially affecting benefits the Government
provides to more priveleged Americans.
The Budget Committee's resolution, on the other hand, presents
an alternative that will be more responsive to the Nation s needs.
Not only does it offer a more effective program for improving the
economy, it also proposes a budget to enhance our national security
and promote the well-being of the American people.
By lowering the President's aggregate spending level and cutting
the recommended deficit in half, the Committee's resolution provides for effective budget discipline and restraint. Cuts are made in
a wide variety of programs, particularly in those areas where a
Federal role is unwarranted. In addition, the resolution calls for
major administrative and management improvements to assure the
lean and efficient operation of programs necessary and valuable to
achieve national goals. Most notable in this regard is the $4.85
billion package of savings through improved administrative practices, identified principally by the General Accounting Office, and
recommended by the Committee.
In proposing substantial cuts, however, the Committee has taken
care to avoid counterproductive actions that could discourage productive taxpayers from continuing to work. While the Committee
approved the Administration proposals to maintain such programs
as Head Start, summer jobs and free school lunches, designed for
that purpose, the Committee rejected a combination of other cuts
in food stamps, AFDC, social services and medicaid which would
reduce income levels of the working poor below those of households
totally dependent on public assistance.
Similarly, the resolution provides adequate funding to maintain
those programs which assure income security for those who cannot

work through no fault of their own, particularly the elderly, the
sick and disabled. While the Administration offered a so-called
social safety net to protect basic benefits such individuals receive
from social security, railroad retirement, Supplemental Security
Income and Medicare, it also proposed significant cuts in programs
offering services to these neediest Americans. In an effort to maintain such highly beneficial programs and prevent much higher
costs in other areas, the Committee expanded the safety net to
accommodate at least a partial restoration of funding for programs
like Title XX social services, preventative health care, low-income
energy assistance, reduced-price lunches and special nutrition supplements for expectant mothers and new-born infants.
Not only will these restorations provide protection for those most
in need of assistance, they will prove to be cost beneficial by
preventing much higher expenses under other entitlements. For
example, Title XX provides many health care and nutrition services to the home-bound elderly. Without these benefits, such individuals would have to be institutionalized, necessitating costlier
payments under medicaid and medicare. Similarly, community
health centers offer preventative health care services, particularly
for low-income families who have no access to private physicians.
In the absence of these services, beneficiaries will postpone treatment until an ailment become serious and, thus, far more expensive to cure, or seek care in hospital emergency rooms, requiring
costly medicaid reimbursement.
The resolution's funding levels for vitally needed social programs
are made possible in an atmosphere of fiscal restraint under the
assumption of policies that foster a more cooperative and vibrant
relationship among all levels of government. In cases where appropriate, the resolution approved spending levels and policies reflecting a transfer of greater responsibility from the Federal to the
state or local level. Without usurping the responsibility of authorizing committees to decide on the merits of the Administration's
various block grant proposals, the Committee approved funding
levels in areas like education and social services that reflect savings to be derived from simplification of such programs and the
delivery of services more closely tailored to the particular needs of
the individual states or localities.
At the same time, the Committee rejected arbitrary cuts in aid to
state and local governments that fail to represent improved program operation, thereby threatening a reduction in actual services.
For example, the 5 percent medicaid cap, if implemented without
comprehensive reform of our health care financing system, would
merely reduce health services to the needy or shift additional costs
to medicare, and indeed further restrict state flexibility in operating the medicaid program. The Committee therefore rejected the
proposal until a more realistic Federal-State relationship in the
health care field can be worked out.
The alternative spending levels for domestic programs recommended by the Committee are intended to enhance our nation's
security through a more stable economy and continued improvments in the quality of life for the American people. In no way,
however, did the Committee overlook the serious need for improved
military capability. The resolution provides for the largest defense

budget in the nation's history, and the greatest increase in defense
spending ever implemented during peacetime. These defense targets should enable us to undertake vast improvements in our readiness capabilities and substantially upgrade our military forces.
They do not, however, exempt the Defense Department from the
same management efficiencies the Committee has demanded of all
other Federal agencies. By assuming the President's administrative
savings as well as some additional improvements like multiyear
procurement, further contracting out, and reduced luxuries and
frills, the Committee's recommendations will prevent waste and fat
but assure a lean, effective and strong defense network.
Even with the huge spending cut levels proposed by both the
Administration and the House Budget Committee however, the
Administration's reestimated deficit would be almost $50 billion.
Given our inflation rate, we cannot afford a tax cut as large and as
untargetted as that proposed by the Administration.
Furthermore, the President has proposed a tax reduction that
gives the most substantial relief to the wealthiest Americans
rather than to the middle class, and gives too little attention to the
most urgent areas of need, which include the stimulation of investment and savings. His program is based on the untested faith that
more spendable income will, in time, lead to greater investment in
productive industrial capacity without causing an unacceptable rise
in inflation in the interim.
Another key concern is the absence in the Administration proposal of any action to close numerous tax loopholes which provide
windfall gains to the "privileged few" without helping our economy. Their elimination would allow for a larger and more equitable
tax cut.
As an alternative, the Committee has recommended tax policy
which adheres to the same principles it applied in determining
outlay levels. To restore our economic vitality, the resolution assumes a reasonable and equitable tax cut emphasizing greater
personal saving, expanded business investment, and increased exports. To further promote government efficiency, the Committee
has approved $2.6 billion additional revenues that will be derived
from user fees and cash management improvements. And to keep
the Government on the path toward a balanced budget, the Committee has urged examination of indirect spending through the tax
code with the same critical eye it has applied to direct spending,
and assumed a $3.2 billion increase in revenues from tax expenditure reforms.
While the resolution's proposals for controlling Federal spending
and reducing taxes in a focused way will help our severe economic
problems, they will not, by themselves, achieve our ultimate goal of
reducing inflation and maintaining steady economic growth and
high employment. Other policies are also needed to correct inflation's underlying causes-dependence on foreign energy, lagging
technology in American industry, an adversarial relationship between business and labor, the escalating wage-price spiral and the
failure to develop fully our human capital.
The resolution, nevertheless, is well-framed to complement the
actions needed in these areas. The Committee reaffirmed our continued commitment to a balanced energy program, focusing on

production and energy efficiency, including the exploration of all
alternatives to our present dependence on oil and natural gas. The
resolution reflects the belief that the Administration cut too deeply
into the essential areas of energy efficiency, and the development
of alternative renewable resources such as solar photovoltaics, as
well as other solar, biomass and geothermal development efforts.
The Committee increased funding for science and engineering
education programs and called for careful consideration during the
appropriation process of the effect the National Science Foundation
budget may have on long-term national productivity of our work
force.
Reducing inflation without abandoning citizens in need or neglecting those basic underpinnings of economic growth that government alone is capable of financing is not only critical to our domestic well-being, but is essential, too, if America is to continue to play
a stabilizing role in the world. Improving our defense forces, in the
face of a relentless Soviet buildup of its capabilities, is only one
necessary step in assuring the defense of freedom. An American
economy with steady, noninflationary growth is also necessary.
The actions of the Budget Committee in framing the First Concurrent Resolution for Fiscal 1982 establish the appropriate fiscal
policy and the necessary spending priorities to meet these vital
national goals. While some of the increases and reductions contained in this budget resolution for Fiscal 1982 are less than we
would have preferred, we support the overall policies reflected in
the resolution, which was carefully crafted from diverse interests
and concerns, and we call on all our colleagues in the House to
endorse it as well.
RICHARD A. GEPHARDT.
NORMAN Y. MINETA.
LEON E. PANETTA.
TIMOTHY E. WIRTH.

SUPPLEMENTAL VIEWS OF HON. DAVID R. OBEY AND
HON. RICHARD A. GEPHARDT
Making the budget process work
There are many issues surrounding this budget resolution which
I will address during floor debate on it. It contains a number of
regional and social inequities which should distress any thoughtful
person. That is inevitable given the shape of the President's
budget. But I want to address myself in these remarks to problems
presented by the budget process itself. I do so because I believe that
fundamental weaknesses in the existing budget process are encouraging ad hoc procedural adjustments which do no real good in
terms of advancing budget control and budget fairness and in the
process do fundamental harm to the orderly and thoughtful consideration of the most important social and economic document government produces each year-the national budget.
On the surface, the congressional budget process seems to be
working. One way or another, Congress manages to pass two or
more budget resolutions each year. One way or another, enough
House Domocrats are persuaded (or pressured) to damage their
election prospects by voting for the resolutions and a majority is
secured for passage. One way or another, House Democrats are
persuaded (or pressured) to vote against their program priorities
and for a budget resolution that does not represent their best
judgment of America's needs.
In this manner, the process can continue limping through Congress year after year until the time comes that a majority rear up
in protest against this sham. When that happens-and it will,
though maybe not for a number of years-the budget process will
be condemned to the graveyard of good ideas gone awry, and Congress will be able to return to the good old days when nobody was
in charge and no one was responsible for what happened.
It need not happen that way. While the budget process is still
alive we can remake it into a responsible and effective vehicle for
legislative choice. This memorandum spells out the defects of the
current process and sets forth an alternative that can work.
What's wrong with the budget process?
The problems of congressional budgeting are political, not technical. They relate to the manner in which budget decisions are made,
not to the techniques of budgeting.
The current process requires Congress to vote on budget resolutions that do not have the force of law, that do not decide anything
but seems to decide everything. No taxes can be levied or obligations incurred pursuant to a budget resolution. This means that
the real decisions are not made in voting on the budget resolutions.
They are made when Congress votes on appropriations, revenue
measures, and other legislation.
Although budget resolutions are not real decisions, they are symbolic. The budgeted deficit is important, not because it will be the
actual deficit but because Members are compelled to vote on it. The
combination of substantively unreal but politically important resolutions leads to irresponsible voting patterns and complicates the
legislative process. The main byproducts of this combination are
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escapist budgeting, cheap-shotting, escalating conflict in Congress,
repetitive budgeting, protracted delays in the legislative process,
and legislating by exhaustion.
Escapist budgeting.-Because budget resolutions do not really
decide anything but do confront Members with difficult choices, the
easy way out is to make believe that the numbers in the resolution
can be achieved by voting for them. If the political climate calls for
a balanced budget, vote for one regardless of whether economic
conditions permit such an outcome or legislative process are prepared to produce one. This is exactly what happened last year
when Congress adopted a first resolution for fiscal 1981 with a
surplus. Of course, that resolution was not real, didn't decide anything, and so instead of a surplus that resolution predicted, we now
are facing a $60 billion deficit. So much worse for the economy if it
fails to deliver on congressional pipe dreams.
Escapist budgeting is practiced by both parties and by both the
legislative and executive branches. Witness the new administration's promise of a 1984 surplus equal to less than two tenths of
one percent of federal spending, built on economic forecasts beyond
the range of recent experience. If the promised land of a surplus is
not reached, the Administration will be able to use the same "nofault" excuse that Congress has used during six years of its budget
process: "Don't blame us, the economy failed to cooperate."
Cheap shots.-If the budget doesn't mean what it says, neither do
Members have to vote the way they really believe. To do so would
jeopardize their standing back home. Instead, they take cheap
shots at the budget. They vote more money for favorite programs
but against higher total outlays or a bigger deficit. When a budget
resolution is on the floor, they can support amendments allocating
more funds for defense, veterans benefits, or anything else, and
then vote against final passage because the deficit is too high. This
is a game anyone can: play, but the Republicans seem to have
excelled at it each year. The big losers are mainstream Democrats
who don't like the priorities in the budget, but are pressured by the
leadership to vote for the resolution. They then get blamed for the
deficit, even though their programs haven't caused it.
Warped budget review.-The exception of entitlement programs
from the annual budget review process in anything but a cursory
sense allows the second fastest rising part of the budget to escape
rigorous examination and by default focuses the lion's share of
budget cutting attention on the 25% of the budget which represents investment decisions.
The Budget Committee under the present process tends to focus
on appropriation leaks from the budget but not tax expenditure
leaks. This again means that there is much hand wringing and
gnashing of teeth over direct appropriated subsidies but almost no
consideration of the value (or lack of it) in various subsidies provided through the tax code-though they may be far more costly
and far less defensible in a battle over intelligent direction of
scarce financial resources. These subsidies are the fastest growing
item of all in the national budget but they are not even listed in
the budget document voted on by the House.
Budget conflict.-The budget process has generated an enormous
amount of senseless conflict within Congress. One of the reasons is

that symbolic issues evoke more passion than do real ones. In the
appropriations process, committees and Members can agree quite
readily on the amounts for particular programs. In the budget,
they are fighting over symbols and slogans, "guns versus butter,
deficit spending, big government." Moreover, the budget doesn't
settle anything. Some issues come before the House three or more
times a session; in the budget resolution, in authorizing legislation,
and in the appropriations bill. Does this add to the effectiveness of
budget control? No, just the opposite. It invites buck-passing and
escapism.
Vagueness.-The Budget Committee also faces another problem.
When it marks up the budget resolution it never really knows
whether it is dealing with reality or cotton candy. While you can
make an increase or decrease in a functional category the Committee can never really know whether it is doing what it thinks it is
doing. That is because there is no guarantee that its actions will
ever show up in the actions of other committees-actions which are
necessary to carry out the actual intent of the Budget Committee.
Repetitive budgeting.-The congressional agenda is consumed by
budget issues, not because they get settled but because they don't.
Repetition is of two sorts: First, as noted, because the budget
doesn't decide anything, the issue is raised again in the processes
by which the real choices are made; Second, repetition is endemic
in the budget process. There is a first resolution, and a second
resolution, and usually a third resolution. More floor time now is
taken by these resolutions than on critical legislation coming out of
the authorizations and appropriations committee. In addition to
those repetitions, the budget numbers appear and disappear. Because Congress is playing with symbols, it does not nail down a
concrete decision. Each batch of re-estimates shifts the numbers by
billions of dollars. The net effect has been to erode the credibility
of the budget numbers and the enforceability of budget resolutions.
Delays in the legislative process.-The budget has become the
pied piper of Congress. Its schedule dictates when Congress convenes and when it recesses, what happens on the floor and what is
stalled on the calendar. It would be bad enough if the budget stuck
by its calendar, but it doesn't. The budget slips but still insists that
everything else abide by its timetable. Last year, the first budget
resolution was a month late, so appropriation bills had to wait. By
the time it was okay to proceed on these, Congress was diverted by
the national conventions and other business. Appropriations bills
could not be enacted by the start of the fiscal year, causing enormous pressures and problems. When repetitive budgeting is added
to the picture, the problem is even more serious.
Legislation by exhaustion.-Anyone who has endured the last
two Congresses from beginning to end knows how exhausting the
process has become. Opponents have multiple opportunities to
block legislation or load it with damaging riders. If you lose in the
budget process, so what? You can resume the battle when the
authorization or appropriation bill is on the floor. No victory assures victory and no defeat ends opposition. In this environment,
those who are more adept (or gutsy) at holding up legislation until
they get their way are the winners in the legislative process.

Toward a workable budget process
One prerequisite for establishing an effective and durable budget
process is to recognize that a budget is a plan, not a contract. This
is the way the President's budget is conceived, and if the Congressional process is to survive, it would be appropriate for it to move
in this direction.
The basic concept of a plan is that it guides policy by enabling
policy makers to see particular issues in a broad framework. When
a plan is produced, public officials still can decide the particulars
one by one, but they are able to determine how the parts relate to
one another and how a particular decision would affect the whole
plan. A budget plan would have much the same purpose; indeed,
one can argue that this was the arrangement originally conceived
by the Congressional Budget Act.
A second prerequisite for establishing an effective and durable
budget process is to make the process move logically from the
theoretical to the concrete so it eventually becomes more real-to
make budget votes be the ones that count in determining what is
actually spent by the federal government. The way to do that is to
eventually turn the budget plan into a real budget, rather than
remaining a generalized description of what we hope the budget
will be when the committees of Congress finally work their will on
it. That could be accomplished by adopting the following process.
Step 1. Committee views and estimates.-This stage could continue in its present form (though many committees have had problems with the March 15 deadline), or it can be amplified by requiring committees to provide alternative spending levels, more specific
information, data on expiring legislation, etc. I doubt that additional information of this sort would have much utility in the budget
process.
Step 2. Preparation of a budget plan.-The budget committee
would prepare a budget containing targets for the aggregate allocations of budget authority. The plan would be presented to the
House but not voted on in the House until later in the year. It
would be a guidepost for the House. One possibility would be for
the budget plan to be filed in reports by the budget committee;
another would be for the committee to report a resolution, but
rather than having the resolution considered by May 15, it would
be defferred until shortly before the start of the fiscal year.
The structure of the report (or resolution) could be similar to
that in the budget resolutions now in use with two changes. Right
now the budget resolution designates expected outlays, expected
revenues, the expected deficit, expected interest rates and expected
inflation rates. These designations would be changed in two ways:
Number One: The expenditure item in the budget resolution
would be divided into two categories: "Entitlement Levels" and
"Appropriated Levels". The report would contain clear language
stating the amount by which entitlement exceeded last year's budgeted amount.
Number Two: The revenue item would also be divided into two
categories: "Overall Revenues" and "Tax Expenditures" (or tax
code subsidies if you will).
This would correct two shortcomings in Congressional review of
budget trends. Congress has been losing its ability to control large

sections of the budget because they have been viewed as uncontrollable entitlements. These entitlements have gradually squeezed out
the discretionary portion of the budget which makes little economic or social sense. This change would help reverse that trend.
Congress has also tended to carefully scrutinize direct spending
items in appropriation bills. It has tended to overlook tax subsidies
in the tax code. This change would help Congress to minimize
special tax advantages and tax subsidies which can no longer be
justified in a fierce competition for limited resources.
Step 3. Preparationof the actual budget legislation.-Today the
Appropriations Committee considers its portion of the budget in
any given fiscal year in thirteen separate packages from thirteen
separate subcommittees. Those thirteen packages are considered
separately on the floor. The Ways and Means Committee considers
its tax legislation separately from any other legislation that impacts on the budget and committees producing entitlements do the
same thing. Under the new process the following would occur.
1. The Appropriations Committee would receive the appropriation requests from its thirteen separate subcommittees and it
would consider those thirteen separate appropriations in one package. This would force the Appropriations Committee to make specific choices between spending priorities before it reports its legislation to the floor. These thirteen separate subcommittee products
considered as a bill by the Appropriations Committee would
become the first thirteen titles of the actual Budget Bill for the
fiscal year under consideration.
2. The Ways and Means Committee would produce its tax legislation for that year. That tax legislation would become the fourteenth title of the actual budget bill. Actions taken by committee
on entitlement programs for consideration in that fiscal year would
become additional titles in the overall budget bill. The Rules Committee would then provide for the structure of debate on the entire
package.
3. The Budget Committee would be given the right of first recognition to offer a substitute to the legislation produced by Appropriations, Ways and Means and other entitlement writing committees
if the overall spending, taxing and entitlement levels differ significantly with the budget plan prepared earlier for the House by the
Budget Committee.
Under this system, the House would debate all legislation impacting directly on the budget at one time in one package. It
would, in fact, be voting and acting on "The Budget". It would be
doing so in specific terms rather than in the generalized descriptive
terms with which it now deals with the budget resolution. It would
be dealing with the issues inherent in the budget process once
rather than two or three times. Members could no longer engage in
budgetary escapism because their budget votes would actually
count for something. They would determine spending levels for real
programs in competition with one another. They would not provide
an opportunity to have it both ways by voting one way on the
budget resolution and another way on appropriations and tax legislation.
Step 4. Adoption of budget plan. After action had been completed
on the Omnibus Budget Act, the Budget Committee plan which had

been reported to the House but not voted on would then be presented to the House for final action. Adjustments would then have to
be made in that budget plan to reflect actual actions taken by the
House. If Members were unwilling to make those adjustments then
the actual budget bill could not leave the House until the difference between the two were reconciled.
Such a system would be time-consuming but it would not be
nearly so time-consuming as the present system. Such a system
would be confusing but it would be much more simple than is the
present hodge-podge which we call the budget process. I believe
that such a system would in fact force a much greater degree of
informal accommodation between committees than we see in the
House today. It is my guess that the Appropriations Committee
and the Budget Committee would work out compromises on spending levels and revenue items rather than running the risk of a
belly bumping, winner take all confrontation floor vote.
I think the same would be true of tax legislation vis-a-vis the
Ways and Means Committee and the Budget Committee and of
entitlement legislation as well. I believe this mechanism would
provide an institutional imperative for the Leadership through the
Steering Committee or other mechanism to force such accommodation. This process would bring political realities in a legislative
body to bear on a real legislative vehicle rather than on what is
now viewed by many Members as an ethereal resolution which
provides a free vote with no real connection to programmatic or
tax reality.
This may be a good idea. It may be a bad idea. I offer it in the
interest of stimulating debate on ways which we might use to end
the political cheap shotting which has surrounded the budget process since it first began, to establish a more orderly flow of budgetary business and to increase the likelihood that Members would
understand the votes they are casting on an issue which should be
the most important of the session. The system would require the
submerging of egos to a greater extent than may be possible but it
is about time that we do that in the interest of this institution and
in the interest of the people we represent.
DAVID R. OBEY.
RICHARD A. GEPHARDT.
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INTRODUCTON

In presenting his Program for Economic Recovery, President
Ronald Reagan described a comprehensive and coordinated set of
federal policies which he said would ".

break the cycle of nega-

tive expectations (and) revitalize economic growth, renew optimism
and confidence, and rekindle the Nation's entrepreneurial instincts
and creativity."
A bold and sweeping prediction that may have been, but then his
program of spending restraint, tax restructuring and relief, regulatory reform and monetary control is the boldest and most sweeping-yet most imperative-set of economic proposals ever put
before the Congress. It comes as no surprise that the American
people overwhelmingly support the President's initiatives, for he is
only carrying out the promises he made en route to his landslide
election victory a few short months ago.
Predictably, we entered the Budget Committee mark-up committed to President Reagan's Program for Economic Recovery and
actively sought to develop a bi-partisan consensus behind it. At the
outset, we moved that the Committee adopt the President's aggregate budget totals for spending and revenues; the Majority rejected
this attempt. Then, as we moved through each and every budget
function, we proposed the President's spending levels; in every
instance, the Majority rebuffed us. We then offered the President's
entire budget package, and once again the Majority refused to
support him. In every instance, our bi-partisan approach was rejected by all but one of the Members of the Majority Party. So
much for bi-partisan cooperation on the part of the Majority. Instead, they spent three days forcing through a business-as-usual
budget consisting of cuts in defense, increases in social welfare
programs and higher taxes.
If one had to characterize the Majority's reported budget, it
would be that it contains dangerous and haphazard changes in the
President's budget solely for the sake of change. It is an artfully
conceived document which, through the clever placement of mirrors, may appear to be different things to different people depending on one's vantage point: to liberals, it will be sold as more
compassionate, with less for defense: to others it will be described
as nothing more than the President's program with some cosmetic
changes. In fact, it is a mish-mash of minor and major concessions
to interest groups, large and small, in a transparent effort to eke
out a bare majority for passage on the House floor. As a result, it
represents the tired old approach which has characterized Congressional budget-making in the past. It is not a budget with a consistent policy base, but rather one designed for political appeal instead
of economic impact.
It is not our intention here to describe the Reagan program in
detail or to reiterate its merits. We assume most of our readersand certainly a large majority of the American people-both un-

derstand and support the President's Program for Economic Recovery. Our purpose will be to describe what is in the Committee's
budget so it will become evident to all that it does not represent a
viable alternative to President Reagan's economic program.
OVERVIEW: REAGAN PROGRAM BASED ON GROWTH

The Reagan budget proposals have as their underlying premise
the belief that real economic growth is a prerequisite for reducing
inflation and unemployment. Everything revolves around this central commitment to economic growth: budget reductions are proposed not because we are mean-spirited and less compassionate,
but because we must reduce the government's claim on scarce
resources in order to make these funds available for private investment. Tax reductions are planned not as a means of redistributing
income but as an incentive for creating more income. Ultimately
this process will produce more and better paying jobs at lower
rates of inflation than the business-as-usual alternative put forth
by the Majority. The President has proposed a coordinated program to change the economic climate by changing people's expectations and behavior. This is what economic policy is all about.
The Committee Majority, on the other hand, has adopted a
hands-off approach, arguing, in effect, that the budget is the captive of economic conditions It treats key economic variablesinterest rates, inflation, unemployment, GNP growth-as fixed and
immutable. They may impact on the budget in major ways, but
government fiscal policy cannot impact on them. This approach
represents a complete about-face in policy from that practiced and
preached by the Democratic Party which, for over thirty years, has
been based on the belief that government action alone could finetune the economy to any level of performance desired.
This is the underlying explanation for the long and often heated
argument in the Committee over the "economic assumptions." We
believe fiscal and monetary policy can be used to change the principal economic variables. The Committee Majority has chosen to see
them as natural forces, no more controllable than the weather.
We find it particularly interesting that during the weeks of
public hearings, the Committee Chairman did not miss one opportunity to criticize the Administration's economic assumptions. Yet
when it came time to select the "more accurate" assumptions the
Committee Majority would use, three different sets had to be run
through the computers until one was found that gave them the
results they wanted. We find this behavior curious since the Majority had been suggesting all along that somehow there was one
"right" set of economic assumptions and that this set should be
used regardless of the budget results those assumptions might
yield.
THE MAJORITY: HIGHER TAXES AND A $40-+ BILLION DEFICIT

On the surface, the Committee has produced what appears to be
a very attractive budget. The deficit, as measured by the Committee, would be $25 billion in 1982, compared to $45 billion in the
President's budget. The Committee will even stretch imagination to

its fullest limits and claims to have cut spending more than the
President while actually increasing defense spending.
But beware of false and misleading appearances. In the process
of crafting this budget, the Committee Majority made highly questionable assumptions of their own, counted many unrealizable savings, and deleted some of the most important and fundamental
components of the President's program.
The Committee's budget relies in large measure on confusion and
complexity for its apparent appeal. Step Number 1 in this process
was to compare the Committee's budget not with that proposed by
President Reagan on March 10, but rather with a mythical creature entitled "Reagan Re-estimated." Note that this is the Majority
on the Budget Committee, not the President, doing the re-estimating of the Reagan budget. By this technique, the Reagan spending
ceiling of $695.3 billion is replaced by a "Reagan-Re-estimated"
spending total of $717.8 billion. By this means, the Committee's
spending total of $714.55 billion doesn't look too bad.
The secret to this re-estimating is to apply to the Reagan budget
a different and more unfavorable set of economic assumptions than
those put forth by the President. We not only reject this approach
on the grounds that the comprehensive Reagan program for economic recovery makes his assumptions achievable, but we believe
that an integral part of any budget proposal is the economic results
it will bring. If the Committee somehow thinks the President's
program will not produce the results he says it will, it can and
should make that case. However, we do not accept the Committee's
practice of arbitrarily "re-estimating" the President's figures in an
effort to make their own budget look more attractive.
There are stark differences between the President's budget and
that offered by the Committee. Note that while the Reagan budget
sets spending at $44 billion below the level recommended by former
President Carter, the Majority undercuts Carter by only $24.75
billion, making the Committee $19.25 billion above President Reagan's level.
Before discussing the difference in spending in more detail, let us
examine how the Committee was able to produce, on paper, a
deficit which appears to be $19.4 billion below that of the President, especially when the Committee's spending level is $19.25
billion above the President's level.
Part I of the explanation is simply that the Committee has
decided to enact a smaller tax cut, effective at a later date, than
the President. While this has received wide coverage in the press,
it may be useful to remember that President Reagan proposed tax
cuts totaling more than $9 billion in 1981 and $51.3 billion in 1982
as the first steps in a three-year program of reducing individual
income tax rates by 30% and accelerating business depreciation.
The Committee, on the other hand, provides for only a $30.5 billion
tax reduction in 1982, and explicitly excludes the second and third
years of the Reagan income tax cuts. The Committee's $30.5 billion
is net of more than $7.5 billion in tax increases. Moreover, the
Committee would provide only $21 billion in individual tax relief in
1982, compared with the Administration's request for $44 billion.
By 1984, this disparity grows to the point where the Committee's

personal tax relief is less than one-third of that requested by
President Reagan.
At this point it would also be instructive to examine whether the
Majority even plans to cut taxes at all. As we know, real tax
burdens will rise over the coming years due to scheduled increases
in Social Security taxes and the impact of inflation on taxpayers'
marginal tax brackets (the so-called "bracket creep"). In the table
below we have shown the real tax increases which will take place
from 1982 through 1984, then compare the Committee Majority's
tax plan with that proposed by President Reagan.
PERSONAL TAX CUT PROPOSALS COMPARED TO SCHEDULED TAX INCREASES
[in billions of dollars]
1982

Social security tax increases .....

Bracket creep

.......

..

.....

...... .....

.... ....

Total tax increases ..
....
......
...
...
................. ..
Committee majority personal tax cuts ......................
............ ..

Net tax increase under committee ..............

Reagan personal tax cuts

..

....

...........

........................

Net increase (+ ) or decrease (-) under Reagan.... ..

.. ............ ..............

1983

1984

22.0

250

300

55.0

850

520
-208

800
-309

1120
-364

+31.2

+49 1

-44.2

-814

+78

- 14

27 0

+756
-118 1

-81

Note -All tiqures cumulative

As the preceding table amply demonstrates, under the Committee Majority's tax program real taxes will continue to rise each and
every year, starting with a net tax increase in 1982 of $31 Billion
and growing to $75 Billion by 1984. In other words, the Committee
Majority is basing its budget on enormous personal tax increases.
By contrast, the President's tax program will not quite off-set the
tax increases which will occur in 1982, but will modestly exceed

these tax increases in 1983 and 1984. We make this latter point to
counter those who misguidedly believe the Reagan personal tax
reductions are excessive and somehow very inflationary. In fact,
the Reagan tax reductions are the absolute minimum necessary to
keep Americans' real taxes from increasing!
It is clear then, that the Committee has relied on increases in
individual income taxes as their vehicle for producing a lower
deficit.
They have also relied on one other technique. The Reagan
budget estimated that federal tax revenues in 1982 would be $701.6
billion if no tax cuts were enacted. By subtracting his $51.3 billion
worth of tax reductions, this establishes 1982 revenues at $650.3
billion.
However, the Committee set this so-called current law revenue
estimate not at $701.6 billion, but rather at $719.4 billion-an
increase of $17.8 billion above the President even though nominal
GNP growth under both budgets are nearly identical and should
therefore produce similar current-law revenue estimates.
Although this point may seem a technical one, observe what this
artificial inflation of pre-tax cut revenues does:

Reagan
budget
1982 current law revenue
Less tax cuts
1982 revenues

................... .......
......... . .......

...

..........

House

Budget
Committee
majority

$701 6
- 513

$719.4
-30.5

6503

6880

In other words, even though the Committee proposes a tax cut of
$20 billion less than the Administration, the Committee ends up
with $38.9 billion more in revenues. Since nominal GNP for both
the Administration's and the Committee's budgets are nearly identical, it may be useful to see what the two budgets look like using a
common current law revenue estimate:
REVENUES AND SPENDING USING COMMON REVENUE BASE
Reagan
budget

Revenues after tax cuts ' .Outlays
......
Deficit
....... ........

$650.3
695.3
450

Committee
budget

$671 1
714 5
434

'Reagan current law

These figures demonstrate that the deficits are virtually the
same once they are converted to a common current law revenue
base as they should be.
If the Committee's claim to a $25 billion deficit can be proven
false, what of its claim that it has cut spending even more than the
President? Here, too, the facts show that the Committee has not
delivered all that is promised. To begin with, the Committee has

financed increases in a wide range of welfare programs by cutting
defense spending $6.7 billion in budget authority and $4.3 billion in
outlays.
Second, it has rejected many permanent policy changes in existing programs proposed by President Reagan. These add-backs to
the budget are far from slight: the Committee add-backs for 1982
total $12.0 billion in outlays and $21.3 billion in budget authority.
By 1984, these additional spending items increase the Reagan
budget by $15 billion in outlays (details of these spending add-backs
can be found in the accompanying table).
PRESIDENT REAGAN'S CUTS ADDED BACK INTO BUDGET BY MAJORITY
1982

1983

1984

Income security.

Social security .....................
Food programs ...

.

..................
. ... .............

......... ..

Cash assistance and energy payments ..... ...........
. .............
Subsidized housing ............................
......
.
Other
...............
..........
. .............

Subtotal.
Education and training:
Education ... ..........
....
.............
Training .

1 1

04

10
(1)
0.2

1.2
0.3
0.2

41

41

42

2.1
0.4

16
06

20
06

1.8

1.9

-0 2
1.8

1.4
10
0.3
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PRESIDENT REAGAN'S CUTS ADDED BACK INTO BUDGET BY MAJORITY-Continued
1982

1983

1984

0.6

04

04

3.2

26

3.0

07
0.6

135
0.6

195
06

13

2.0

26

03
02

03
0.3

02
03

....

0.2

0.5

( ).........

02

0.4

06

10

14

02
01
0.1
02

05
0.2
02
01

06
03
02

06

10

11

Veterans benefits and services
.... ...... .........
... ... ...
.. ....
.............
Community and regional development
..........
Administration of justice (Legal Services Corporation) ............
.........
.... ... ..... .... ......
All other .......

0.9

10

..................... .

12.0

Social services

..

.... .. ..... .. .....

Subtotal .............

. ... ... . ...... .....

Health,
.......................
Medicaid . - . ....... .
Discretionary programs . ........ ....................

........

Subtotal .......
Transportation.
Conrail ...............................................
.......................
Amtrak

Mass transit operating subsidies
ADAP

. .........

.................

Subtotal.

.

.. ........

..... .......

.

.'..

.....................

Energy.0.......
Conservation ......... ........
.........................
Synfuels ..
Solar and other energy supply ....................
..
Other .....
Subtotal ....

Total increases

................

...

...
.......

.
.........

.............................

.

. ...

..........

.... ........
... . .. ....

................

0.4

0.2
0.8

0.6

0.2

( )

12-5

11

06

02
0.8
150

'$50 million or less

We stress that these add-backs are not just harmless tinkering.
In many instances they are used to keep in existence out-dated or
low-priority programs which would otherwise be phased out (the
Legal Services Corporation is a prime example). Moreover, the
Committee Majority will not endorse the Administration's block
grant proposals, meaning that we will continue to have separate
funding, separate requirements, separte forms and red tape, and
separate funding actions on all these individual, narrow categorical
grant programs instead of combining them into a few broad-based,
flexible block grants. It means that government services will continue to be delivered in a haphazard, uncoordinated and costly
manner. It means hundred of special interest groups will continue
to be pampered with their pet spending programs at the expense of
the federal taxpayer and the elected state and local government
officials. In refusing to support the block grants, the Committee
Majority has rejected out of hand one of the most important,
fundamental changes President Reagan has proposed. We do not
intend to let this costly affront to the President's program go
unchallenged.
DEFENSE: TOUGH TALK BUT LESS MONEY

The budget reported by the Majority indicates that even this
committee-the one urging the greatest cuts in the defense program we have seen over the last few years-gives lip service to the

need for significantly increasing this Nation's defense program.
But the Majority just could not break its past unwise habits as it
insisted on cutting $6.7 billion from President Reagan's request for
defense. Naturally enough, the Majority in effect recommended
that funds cut from the defense program be transferred to social
programs.
Describing the actions of the Committee's Majority as a reflex
action resulting from past unwise habits may perhaps be the only
reasonable way to describe the Committee's recommendation on
cutting back defense programs. Certainly the dynamics of the Committee's actions do not lend themselves to more charitable interpretations. A brief review of those dynamics reveals why this is so.
-First, the Chairman recommended that the key determinant of
defense spending, budget authority, be cut by $6.7 billion. At
the same time, he accepted a Congressional Budget Office
(CBO) re-estimate of defense outlays which raised the outlay
level by $5.25 billion above the President's. However, by cutting budget authority by $6.7 billion, the Chairman then reduced the size of the CBO outlay re-estimate by $4.3 billion.
-Later, the Chairman announced he was rejecting the CBO
outlay re-estimate, but did not bother to change the outlay
level in the Chairman's mark back to the Administration's
level.
-Finally, the Committee deleted all language explaining the cut
of $6.7 billion in budget authority, but left the cut intact.
If all of these actions appear to be inconsistent and rather disingenuous on the part of the Committee's Majority, it is. But only by
obfuscating the issue could the Majority succeed in cutting the
Administration's defense request by $6.7 billion. Given the fact
that the November elections partially hinged on the electorate's
desire to redress in a timely way the inadequacies in this Nation's
defense posture, the Majority apparently felt the need to confound
most observers as to its real intentions. After all, in attempting to
correct the deficiencies in our defense program, the Administration
has very deep support throughout the country. This fact seems to
have been grasped by the chairman of the House Budget Committee when he announced that between the end of floor action, he
would consult the House Democratic Leadership to determine if it
will be necessary to offer a Floor amendment increasing defense
funding in order to attract more votes.
It is time to stop playing this kind of politics with our defense
program. It is time for the Majority on the Budget Committee to
join their Congressional colleagues in facing up to the need for a
long-term strategy for improving our military forces to meet the
objectives we have set Let's be blunt about it-We allowed our strategic force posture, relative to that of the
Soviet Union, to deteriorate to the Point where we are facing
major vulnerabilities in two of the three legs of the Triad, with
the third leg not entirely secure.
-In manpower, we have moved to an All Volunteer Force to
avoid the national trauma associated with the Vietnam era.
Yet, we still try to avoid our responsibilities in funding the All
Volunteer Force (as part of its $6.7 billion defense cut, the
Majority decided against Administration proposals to increase

military pay enough to equal 1972 pay levels in real terms).
We must realize that a vote against overdue pay raises is a
vote against the All Volunteer Force.
-We have allowed our inattention to operate and maintenance
requirements to result in a serious decrease in our force readiness.
-Our ability to project forces into the Persian Gulf-Indian
Ocean area is wholly unsatisfactory if we choose to continue
our dangerous dependence on that area for a large portion of
our energy supplies;
-In terms of the naval balance, we have allowed ourselves to
become worse off through our failure to modernize our forces
(as shown, to cite only one example, by the fact we have in
recent years not even procured enough aircraft to replace our
annual losses by attrition).
In short, the Congress must acknowledge its responsibility to
redress the inadequacies in our defense program. The electorate
has indicated its very strong support, and we have an Administration that is willing to do what is absolutely necessary to meet our
defense needs. Certainly this is not the time for a single House
Committee to hamstring the President's defense program by cutting it by $6.7 billion. The full House should not be misled by the
Budget Committee Majority's vote to do so since old and bad habits
often die slowly.
DOUBLE COUNTING AND PHANTOM SAVINGS BOOST MAJORITY DEFICIT
TO OVER $47 BILLION

In addition to cutting defense spending, the Committee has attempted to mask the true dimension of their spending increases by
proposing that $4.8 billion could be saved through better government management practices. However, during the Committee
mark-up we presented documentation that the Administration's
budget already contained savings totaling $7.5 billion through
better management, accelerated debt collection and other administrative actions. In virtually every case, the elements of the Committee's $4.8 billion savings were already included in the Reagan
budget, or were illusory (that is, the savings could not be attained).
As a result, the Committee's spending total is almost $5 billion too
low, meaning that the true Committee outlay level is at least $719
billion.
Having established that the Majority's spending total is really
understated by nearly $5 billion, it is necessary to recall the earlier
table wherein we demonstrated that the Majority's deficit was
really $43.4 billion once their artificial increase in current law
revenues was removed from their calculations. In the table below,
we repeat a portion of that earlier table, but adjust the Majority's
outlay estimate to the $719 level which is required to eliminate
their double counting and phantom savings.

Committee majority's deficit reestimated-fiscal year 1982
Bilhions

O utlays ' .....................
Revenues

............................................................ . ...............

2 ... ... .... . ........................

D eficit .................. ............

.......

. ... ... ... .. ... .... ... . . . . . . . . . .. .

........................................ ..................

. . .. .. .. .... ..

$719 0
671.1

47.9

1Outlay level after double-counted and unachievable savings are removed
level using current law revenue estimate consistent with Committee Majority GNP

2Revenue

figures.

The bottom-line number which you see in this table is the real
deficit the Budget Committee Majority is asking the House to
accept. It is HIGHER than President Reagan's deficit, and yet the
Committee Majority's budget has a much lower tax cut and a large
cut in defense spending. The $47.9 billion deficit is nothing more
than the inevitable result of a budget policy which blandly accepts
low growth, high unemployment and more inflation.
CONCLUSION

The Committee's budget, to be considered as an alternative to
that of President Reagan, has to be judged against the entire
Program for Economic Recovery. In that program, the President
laid down four fundamental initiatives: (1) Controlling the growth
of federal spending; (2) Reducing the burden of taxation; (3) Regulatory relief and reform; and (4) Sound monetary policies to control
the growth of the money supply.
These are interrelated goals which must be pursued simultaneously in order to create the climate for the economic growth and
reduction in inflation the President has promised. Substantial
changes in any one of these initiatives will make the ultimate goal
that much more difficult, if not impossible to reach.
Yet substantial changes are exactly what the Committee proposes: mirrors are used to create the illusion that spending is being
reduced as much as the President requested, while behind the
mirrors, the Committee restores $12 billion worth of social welfare
spending; more than $21 billion in new budget authority is added
back into the budget, making spending restraint in future years all
that much more difficult; defense is cut by over $6 billion even
though the Committee knows the Congress will and should restore
this function to the level requested by the President.
The Committee has rejected out of hand the President's threeyear 30 percent reduction in individual income tax rates, and substitutes instead a one-year tax reduction $20 billion less than the
Administration requested for 1982. In doing so, the Committee fell
back into the trap which is responsible for our economic stagnation
of the past five years.
Simply put, we cannot reduce either inflation or unemployment
by raising taxes. The more we either raise taxes explicitly or allow
them to be pushed up by inflation, the less real economic growth
we get. Our present tax laws neither encourage savings nor reward
investment; indeed, tax burdens have risen so dramatically in the
latter half of the 1970's that the IRS now consumes most of that
part of a family's income which used to be set aside in savings. As
a result, the personal savings rate in this country has dropped to
the lowest point on record. Without an adequate flow of savings,
young families cannot afford to buy houses, business cannot afford

to borrow the capital needed to invest in newer, productivity-increasing plant and equipment. It does little good to talk about taxincentives for savings if we continue to tax away such a large
portion of a family's income that they have nothing left to save in
the first place.
While it is possible to produce a balanced budget on paper by
raising taxes faster than spending increases, in reality that exercise is like a dog chasing its tail. Higher and higher taxes lead
inexorably to lower real economic growth, and that in turn leads to
more unemployment and more demands for government assistance.
The government, try as the Majority may like, simply cannot raise
taxes fast enough to make up for the lost revenues which higher
unemployment invariably brings.
Yet the Committee Majority has decided to follow this path once
again even though the pure futility of it all has been demonstrated
too many times already. The President was elected with a broad
and deep mandate to initiate fresh, new and dramatically different
economic policies than those which had been followed without interruption for the past ten years. The President has responded
with a bold agenda for economic change and revitalization. We
believe the American people are demanding that the Reagan program be given a full chance to work. Should the Committee Majority succeed in their efforts to block the Reagan program, that
mandate will have been repudiated.
DELBERT L. LATTA.
RALPH REGULA.
BUD SHUSTER.

BILL FRENZEL.
JACK KEMP.

JIM MARTIN.

PAUL TRIBLE.
ED BETHUNE.
LYNN MARTIN.

ALBERT LEE SMITH, Jr.
EUGENE JOHNSTON.
BOBBI FIEDLER.

SUPPLEMENTAL MINORITY VIEWS OF HON. BUD
SHUSTER
I very strongly support the intent of the fiscal year 1982 budget
proposals as addressed by the Reagan Administration.
However, I feel that it is necessary for me to submit supplemental views of federal support of a balanced and efficient transportation system.
The future viability of rail freight service in the Northeast and
Midwest is a most significant factor in that equation. I express this
conviction from my experience as the Ranking Member of the
Surface Transportation Subcommittee of the Public Works and
Transportation Committee and as the Chariman of the National
Transportaton Policy Study Commission.
The major litmus test of this Administraton in the area of federal support for transportation has been whether a substantive federal role can be identified. It is my belief that the immediate dissolution of Conrail would not only have a disasterous impact on the
economy of the Northeast, but would have an adverse impact on
the nation's economy as well. This Congress should not lose sight of
the fact that Conrail originates and terminates one/third of all rail
freight in the United States.
Limited federal support for the next few years along with substantive changes in Conrail's internal structure are absolutely necessary for Conrail to become profitable. I beleive labor and management want to do what they can and make what reasonable sacrifices are necessary to provide a solid base of profitability. Chairman Crane's March 15, 1981 report to Congress expressed Conrail's
intent to reduce it's labor force. This is a bitter pill for labor to
swallow. I have expressed my strong views to Conrail's top management that management must share in any personnel burdens necessary to help Conrail achieve profitability and have been assured
by the Chairman that such steps will be taken.
While attention is properly focused on Conrail's problems, we
should also recognize that Conrail has made significant progress
since its creation in 1976.
For example: 1. March 13, 1981 GAO report has compared productivity rates for Conrail, Amtrak and four private lines. Amtrak's productivity was .5 ties/hr., private line productivity ranged
from 2.1-2.39 ties/hr., and Conrail came in at 2.75 ties/hr., the
most productive in the industry.
2 Conrail since its inception has laid 4,330 miles of welded track,
18 million crossties and surfaced 45,050 miles of track. This has
resulted in slow-order mileage on the entire system being cut from
7,791 to 4,003 miles and on the core routes there has been a
reduction from 1,567 miles to 92 miles.
3. Conrail's overall capital commitments on equipment and track
to date total nearly $3.8 billion. Equipment, which was deplorable
now is reliable. The roadbed is sound.
4. Conrail, in a difficult economy, especially in 1980, has shown
general quarterly financial improvement since 1977. For the fourth
quarter of 1980, Conrail has cut its losses by 80 percent from the
same quarter of last year. From the financial data detailed below,
definite progress is indicated:
77-239 0 - 81 - 23
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[in millions ol dollars]
First

Second

Total

Fourth

Third

219
227
134

39
72
23

66
62
49

88
69
60

412
430
220

1980 ......
.................................... ......... ..... .. 96

48

88

12

244

...
1977 ........ ...... ................
..... ...
......
......
1978
...
1979

This progress has occurred in the most economically troubled
region of the country over a period when annual car loadings
declined from 5.1 million to 3.9 million, a drop of 24 percent. To
pull the plug on Conrail would be to drain away the economic
lifeline of the Northeast and Midwest.
Conrail must be supported so it can become profitable and
achieve a positive cash flow. The alternatives are:
1. Eliminatoin, and with it the destruction of the Northeast and
Midwest.
2. Nationalization-Which would make the present Conrail subsidies seem insignificant.
3. Controlled transfer-Which would skim off the cream for
other railroads, while curtailing service in the Northeast and Midwest. The economy would sink into permanent stagnation arid the
cost to the taxpayer would exceed $3 billion in meeting existing
legal committments.
In summary, Conrail must be supported so it can become profitable, In the interest of a balanced and efficient national transportation system Conrail must be kept intact.
Therefore, based on the several reasons I have discussed I stand
in disagreement with this aspect of transportation as expressed in
the Reagan budget. I have, however, supported and will continue to
support the overall thrust of the President's program.
BUD SHUSTER.

SUPPLEMENTAL MINORITY VIEWS OF HON. JACK F.
KEMP
On November 4, 1980, the American people signaled that they
have had enough. The Democratic majority in the House of Representatives apparently does not agree.
Burdened by steep marginal tax rates, entangled in an incomprehensible web of government regulation, drained of resources by an
ever hungry federal spending machine, and robbed of their savings
by steady debasement of their currency, the electorate sent what it
thought was an unmistakable demand for change.
Following the November election a net of 33 seats in the House
changed parties and a Republican majority was elected to the
Senate for the first time in twenty five years. The President outpolled his opponent by over 8 million popular votes and received 91
percent of the electoral vote.
Democrats in the House are not impressed.
In response to the prudent program for economic recovery unveiled by President Reagan on March 10, his opponents have come
forward with a program calling for more of the same programs,
more of the same tax rates, more of the weak national defense
which the people rejected so decidedly in November.
I do not believe that the budget proposed by the House Budget
Committee this week or the tax proposal suggested by Chairman
Rostenkowski will be accepted by the people or by the Congress.
THE REAGAN PROGRAM

President Reagan responded to the demand for change by offering a blueprint for economic progress. The program is simple:
Increase after-tax incentives for both labor and capital to
encourage increased work, saving, investment and enterprise;
Reduce unnecessary spending to reduce the share of private
resources which are siphoned off by the government for counterproductive uses;
Stop inflation through a sound-money policy;
Eliminate the costly and unnecessary overregulation of business and individuals.
Each of these four elements is an integral part of the President's
program for revitalizing the economy. None of them can be deleted
without endangering the success of the total package. The President has taken the first steps in removing the regulatory burden
and in supporting the sound-money policies of the Federal Reserve
Board. He has also taken the first steps in budget and tax rate
reform by sending the Congress detailed proposals for limiting
federal spending growth and reducing the marginal tax rates of
individuals and business. The next steps belong to the Congress.
THE BUDGET

The first essential of understanding the Reagan budget is that
there has been no reduction in federal spending or revenues. The
Reagan budget is simply a restriction on the rate of growth which
has plagued federal programs for the past twenty years.

TABLE 1.-FEDERAL SPENDING AND REVENUES 1979-82
[In billions of dollars
1979

Year

Spending
Revenues

actual
4937
4659

...

1980

actual

1981

proposed

5796
5200

655.2
6003

1982

proposed
6953
6503

Federal spending and revenues under the Reagan proposal will
decline to 19.3 percent of GNP by 1984, compared to 23.0 and 21.1
percent respectively for 1981. Thus, while the federal share of
resource use will be declining, the actual level of spending will
continue to increase.
In the 1980 campaign, President Reagan pledged that the major
changes which he intended to make in the distribution of national
resources would not adversely affect those receiving benefits under
what he called the "social safety net." His budget message reiterated this pledge: While recognizing the need for bold action, we have
ensured that the impact of sending reductions will be shared
widely and fairly by different groups and the various regions of the
country. Also, we have, as pledged, maintained this society's basic
social safety net, protecting programs for the elderly and others
who rely on government for their very existence.
'The budget sent to the Congress reflects this pledge. In the two
budget functions concerned with basic human needs, Health and
Income Security, the Reagan proposal calls for substantial increases over the next four years:
TABLE 2.-GROWTH OF SPENDING FOR BASIC HUMAN NEEDS
i9rn
actual

Item

Health
Incomes security

.....

.....

$58 2
193 1

1981
proposed

$667
229 7

1982
proposed

$73 4
2411

1983
proposed

$816
2602

1984
proposed

$903
277 1

Even as the spending for these functions is increasing, the funds
will be spent more efficiently, thus, providing more assistance to
those who require it. A comprehensive policy of block grants to the
states will be used to channel funds to those who need them, rather
than consuming billions of dollars supporting and inefficient federal bureaucracy. Local control of spending will be a significant
factor in reducing waste, duplication and deliberate fraud.
The Reagan budget quite clearly provides for those who need our
help. There will be no refusal of health care for the elderly or the
poor who are unable to work; there will be no reduction in school
nutrition programs for children whose diets are inadequate; there
will be no families left without shelter and heat when they have no
means to provide for themselves.
There should be no mistake about the fears of those who oppose
the social program elements of the Reagan budget. Their-fear is
not for those who are truly in need. The real fear is the wrath of
voters and taxpayers who have final proof that the federal tax and
spending machine has indeed been the cause of economic decline;

that it has been the vehicle for locking a generation of America's
poor into an endless cycle of demeaning public assistance.
Some critics of the Reagan budget claim that social goals have
been slighted in favor of the national defense. As one of my colleagues pointed out, however, national defense is an overriding
social goal. Without security of our basic freedoms there can be no
democracy and no human dignity. The foremost function of the
federal government, therefore, must be to provide for the security
of the nation.
The President's budget does provide for significant increases in
defense spending. They are long overdue. The share of GNP devoted to national defense has been in a steady decline over the past
twenty years. We are currently spending well under 6 percent of
GNP on national defense. This will increase under the Reagan
budget to 6.4 percent in 1982.
The tax package
The Reagan tax package has but one goal: to restore after-tax
incentives for both labor and capital to encourage increased work,
saving, investment and enterprise. The single driving idea behind
the tax package is that both labor and capital offer resources to the
market based on the real after-tax rate of return to those services.
As tax rates rise, the lower returns induce an increasing number of
workers and entrepreneurs to seek the untaxed havens of leisure
and sheltered investment. Tax rate reductions are necessary to
reverse this trend, returning economic resources to their most-productive uses.
These increased incentives will be achieved by permanently reducing personal tax rates by 30 percent over three years and by
providing business with a greatly simplified system of accelerated
depreciation. At the end of the phase-in periods for each program
tax rates will be reduced greatly. Marginal rates on personal
income will be reduced from a range of 14-70 percent to one of 1050 percent; the top capital gains rate will fall from 28 to 20 percent; and the depreciation period for industrial machinery will be
reduced to five years.
Criticisms of the Reagan tax package have been confined almost
universally to the reduction in personal rates. There is little concern that the tax reduction for business will have any adverse
effects on the economy. This stems from a widespread failure of
politicians and economists to appreciate labor as a factor or production. Luckily, American workers make no such error.
It is argued that a reduction in personal income tax rates will be
inflationary. This view is offered by those who refuse to recognize
that inflation is a monetary-not a demand-phenomenon. They
argue that tax reductions in excess of spending reductions will
increase aggregate demand and thus increase prices.
Suppose that cutting taxes reduces revenues in the shortrun
compared with what revenues would have been without these reductions. For every dollar of lost revenue, taxpayers have an extra
dollar of disposable income. But for every such extra dollar there is
one less dollar someplace else. This is caused by the need of the
government either to cut spending one dollar or to borrow one
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dollar to pay for continued deficit spending. Either way, the total
amount of money in the economy stays the same.
There can't be any more aggregate spending in real terms unless
people are encouraged to earn more income first by working and
investing more.
In short, it cannot be inflationary for workers to spend their
money and noninflationary for government to do so. This whole
argument is a curious new defense of big government given that
the whole Keynesian justification for high tax levels has always
been that individuals save too much and reduce aggregate demand.
The second major argument against the tax rate reductions has
been that an increased rate of return will induce the majority of
workers to actually reduce their hours of work. This is based on
the notion that families have a target level of income after which
they prefer to take leisure rather than increased hours of work.
Those who make this argument ignore several key facts.
First, as the argument above shows, there is no increase in
aggregate demand as a result of the tax rate reductions. Income is
simply redistributed from government to taxpayers. If there is no
increase in aggregated demand, there can be no danger of labor
offering less work as a result of higher incomes. Higher aggregate
income will not increase until work effort, efficiency and output
increase.
Second, if workers in the aggregate work less and entrepreneurs
in the aggregate engage in fewer projects, total output will decline.
With constant nominal income and less output, prices will rise to
the point that workers will have to return to their former levels of
work just to stay even. Thus, there is no possibility of reduction in
work effort even if workers maintain target levels of income.
Aside from the technical aspects of this argument, I cannot help
but wonder at the view many of my colleagues take of American
workers. They are willing to provide reduced taxes for business on
the theory that business will produce more but simply refuse to
apply the same logic the most essential factor of production: labor.
A final criticism made is that the Reagan tax program is biased
in favor of the wealthy, that it reneges in some mysterious way on
the progressive income tax. Nothing could further from the truth.
As indicated on the table below, after the full phase in of the
personal rate reductions, the tax distribution will actually be
slightly more progressive than at present.
TABLE 3. TAX LIABILITY BY INCOME GROUP-U.S. TREASURY, FEBRUARY 16, 1981
Tax liability
Current law
Miions
Percent
total of

Adjusted gross income

Under $10,000
$10,000 to $20,000 .............
$20,000 to $30,000
$30,000 to $50,000 ..................
$50,000 to $100,000 ......................
............
$100,000 plus ......................
....
.

.

..

Total ...
. ... ....
......................
..

President's proposal
Percent
Mllions
total of

$6,224
39,304
58,558
85,706
51,631
45,235

2.2
137
204
29 9
180
158

$3,760
27,834
42,079
62,025
37,525
35,150

18
13 4
202
298
180
169

286,659

100.0

208,373

100 0

349
The error made is one of attempting to equate the dollars of tax
reduction rather than the rates of taxation. Under the Reagan plan
a family making $10,000 per year receives tax relief amounting to
1 percent of total income, a family making $50,000 receives 5
percent of total income and the family earning $200,000 receives 10
percent.
What does this mean? It means that the family making $10,000
now pays 4 percent of its income in taxes; that $50,000 family, 19
percent; and the $200,000 family, 38 percent.
It means that the $50,000 family now pays 25 times as much in
taxes and the $200,000 family 202 times as much in taxes as the
$10,000 family.
But does the President's tax plan change the fairness of the tax
code? In 1984, the $50,000 family pays 26 times as much as the
$10,000 family, and the $200,000 family pays 209 times as much. In
other words, the net effect of the tax rate reduction is to increase
slightly the share of the tax burden paid by upper-income taxpayers. It is beyond all reason to call this unfair.
HOUSE BUDGET COMMITTEE VERSUS THE PRESIDENT

The President's economic package has been designed to increase
the rate of economic growth, provide more jobs and will be the
results of his policies. Prosperity requires sound fiscal and monetary policies consciously carried out, lower rates of interest, inflation and unemployment. These by the government.
The House Budget Committee has refused to recognize this fact.
In four days of writing its own budget, the Committee was never
certain whether it and the Congress have the power to change
policies and thus affect economic performance or whether economic
performance is independent of policy and therefore becomes the
driving force behind the budget.
This confusion tempted Chairman Jones and the majority of the
Committee's members to adopt a budget which, if passed by the
Congress, would dismantle the carefully crafted program of the
President in favor of a program that by the majority's own admission would cause a significant deterioration in economic performance over the next four years.
According to the majority the budget passed by the Committee
will slow the growth of the economy and, in 1982 put an additional
400,000 workers out of jobs compared to the President's program.
Further, it would result in increased inflation and higher interest
rates than the President's budget.
The following table illustrates the different economic results
coming from the President's budget and that of the Committee.
The figures for the Committee are those provided by the Chairman
in his budget document.
TABLE 4.-HBC VERSUS THE PRESIDENT: ECONOMIC RESULTS
Item (1982)

Percent
Reagan

Practical result

HBC

Unemployment ...................

70

7 4 1 percent unemployment puts 1 million Americans out of

Real GNP growth ........... ......... ,. .... ...

42

24 Incomes reduced by $30 billion, $300 per family

work

TABLE 4.-HBC VERSUS THE PRESIDENT: ECONOMIC RESULTS-Continued
Percent

Item (1982)

Reagan

Interest rates
Inflation

89
...... .

72

Practical result

HBC

120 Federal interest payments up $8 billion, increases in monthly
mortgage payments of over $150
99 Increase in federal income taxes of $18 9 billion due to
bracket creep, increase n spending of $13 5 billion

This sounds like another Jimmy Carter budget. It is. Should
further proof be needed, just look at the way in which budget
balance is to be reached. Raise the taxes of American workers.
TABLE 5.-HBC VERSUS THE PRESIDENT: REVENUES
[In billions]
Year

Reagan
HBC -_ ........

.............

.....

.....

1981

1982

1983

1984

$6003
6109

$650.3
6889

$709 1
7782

$770 7
8648

The HBC is repeating the same mistakes which plagued Carter
and others who tried to reach fiscal discipline on the backs of labor
and capital. It won't work.
Allowing tax revenues to increase by failing to adjust tax rates
for inflation leads to a decline in work, savings, investment and
entrepreneurial activity. As these activities are discouraged, output
falls, unemployment raises and government expenditures skyrocket
as rpre Americans are put out of work.
A:cording to the Congressional Budget Office, each 1 percentage
point of unemployment widens the federal deficit by $25-$29 billion-$20-$22 in lost revenues and $5-$7 billion in higher automatic spending on unemployment, welfare and similar programs. Over
the past decade, the minimum unemployment rate achieved at any
time has risen from less than 4 percent to almost 6 percent.
The last four years have shown that the budget will never be
permanently balanced unless we reduce tax rates. With so much
historical experience, why does the HBC attempt to balance the
budget with a four year tax increase of $212.2 billion compared to
1980? To do otherwise would be to admit that 25 years of controlling the Congress have led only to wasteful programs and needless
taxation. It seems preferable to behave as though the electorate
has not already learned this.
The HBC spending program
The HBC budget contains an increase of $18 billion in spending
over the Reagan budget for 1982, an increase of $81 billion over the
Second Concurrent Resolution for fiscal year 1981. The Committee
claims these are through reestimates, the magic elixir of budgetary
wizards. In fact they are brought about through a series of well
orchestrated policy changes.
National defense.-By means of one of the better examples of
legislative legerdemain Congress has seen in recent years, Chair-

man Jones and the Committee assert thet the Committee figures
for national defense are higher than those of the President and
that any policies which he has advocated will be accommodated by
their budget. The facts are different.
The Committee's original mark was based on a series of policy
changes which would have been crippling to the President's defense efforts. Ostensibly, these were made to stay within the President's spending limit as reestimated by the HBC staff. The recommended reductions give some idea of the concerns of the HBC for
the Nation's defense.
Just as the HBC budget denies the importance of American
labor, it denies the importance of the backbone of our Armed
Forces, the fighting men and women who stand ready to defend our
Nation. The HBC budget recommended denial of the special military pay raise so essential to retaining highly skilled combat veterans and technicians. Moreover, it singled out as unimportant to
military preparedness the provision of adequate housing, schooling
and facilities for the families of our fighting forces. For a nation
built on family unity and strength it is sad to hear that the
families of our soldiers are considered unimportant to the total
defense effort.
A further indication of the low position of the individual in the
eyes of the HBC is a suggestion that any further increases in oil
prices be absorbed by the Armed Services without further funding.
What are the effects of this policy?
Historically, absorption of cost increases has been taken from
operations and maintenance funds. This has meant that increases
in some prices led inevitably to purchases of fewer spare parts and
reduced funding for training maneuvers, both critical for maximum readiness. The alternative in the case of increased oil prices
is to buy less oil. With increased steaming time for the Navy in the
Persian Gulf, increases in support flights in Saudi Arabia and a
number of potential trouble spots looming, this could only mean
that oil for training would be reduced.
Chairman Jones and the HBC withdrew from their recommendations, they claim, when they discovered that the reestimates they
had so carefully made were erroneous. They would hold defense
spending to the President's level after all. Or would they?
In the lexicon of federal budgets we deal with actual outlays of
federal funds. We also deal with the contracting and spending
authority which is allocated to each account in the government.
HBC did, indeed, leave the outlay level at that recommended by
the President. What it did not do was provide the contracting and
spending authority to reach that outlay level. That is, HBC said to
the Defense Department, "You pay your contractors, but you can't
write contracts." Catch 22. The unpopular policies advocated by the
majority of the HBC members were not spelled out in the final
report, the funds were simply removed.
It is interesting to note that a motion by one Member to reduce
the pay of senior members of the Armed Forces passed the Committee on a voice vote, only to be defeated when the roll was called.
Social spending.-The list of programs to which the HBC budget
would add taxpayers' money is too long to cite in these views. A

few of the more notorious examples will suffice to illustrate the
dimensions of the increases:
Section 8 Housing: In 1980, the Government Accounting
Office issued a report severely critical of the Section 8 program. In line with these recommendations and those of other
independent analysts, President Reagan recommended that
new construction starts be limited to 175,000 units in 1982.
This is a minor limitation on a program which, if no further
starts are made, will eventually drain over $250 billion from
taxpayer pockets
HBC recommends that an additional 85,000 starts be made
in 1982. The catch here is that this addition of $9 billion in
budget authority has no impact on outlays in 1982 and so is
"free" in the sense that it does not increase the deficit in the
coming year. Like a wayward son with a credit card, we know
that the bill will show up eventually, we just do not know
when.
CETA.-Major portions of the CETA program have been
resounding failures. The public service jobs program has
helped to teach a generation of poor youth that work is something boring, that rewards are something unrelated to achievement, that financial security is a matter of right rather than
effort.
The Reagan budget was specifically designed to retain the
useful training components of CETA while eliminating portions which are counterproductive.
To this program, HBC adds $600 million.
Medicaid.-This has been one of the fastest growing programs in the federal budget. The increased pressure which free
unquestioned health care has placed on the health care delivery system has helped to push medical costs to point where
federal assistance is being demanded for all Americans. This
confusion of cause and effect is continued in the HBC budget
by denying the cap on Medicaid increases sought by the President. Cost: $1.4 billion.
Food Stamps.-In the past three years the cost of the Food
Stamps program has doubled. One out of every ten Americans
is a participant and many more are eligible. The program has
become insensitive to levels of unemployment maintaining its
clientele regardless of economic conditions.
President Reagan proposed to reduce this program by eliminating wasteful and unnecessary expenditure and removing
from the rolls those who were not in need of nutrition assistance. The total savings amounted to $2 billion. Despite the
evidence of mismanagement in the program and its unequalled
rate of growth, HBC chose to eliminate $1 billion in savings.
The HBC tax program
The HBC budget calls for 1982 revenues to be $39 billion higher
than requested by the President. Following the mistaken notion
that the budget can be balanced by raising taxes, the HBC is
committed to achieving fiscal discipline by further squeezing the
taxpayer rater than on extravagant federal spending.

The President's tax package calls for reducing the increase in
federal revenues which is already built in to the tax system. The
HBC plan would accept some of the President's reductions while
rejecting others. Those rejected tell an interesting story. Here is
the proposal:
Provide tax relief for those earning more than $215,400those in the 70 percent tax bracket-this rate will be reduced
to 50 percent.
Provide accelerated depreciation for business.
Increase the refundable earned income tax credit for low
income families.
Widen tax brackets for middle income families by a scant 10
percent-not enough to prevent an actual tax increase.
A new wrinkle in the Democratic tax proposal, one which I
would welcome as part of a larger package, is elimination of the
distinction between earned and so-called unearned income. The
HBC proposal would lower all personal tax rates in the 50-70
percent range to 50 percent. This would provide incentives for
savings and investment among the wealthiest Americans. I have
referred to this proposal as a work program for the wealthy as it
will stimulate them to leave the golf course and the country club in
favor of new entrepreneurial activities.
It should be noted that the Reagan tax package contains just
such a measure. By 1984, the top tax bracket would be 49 percent.
The major difference is that President Reagan would provide equal
tax rate relief to all taxpayers, not just the favored few.
The HBC plan fully accepts the notion that business depreciation
must be streamlined, that business taxes must be reduced to stimulate output, productivity and growth. Business gets its share.
The working poor are also given a boost through the earned
income tax credit. This provides a major incentive for these families to continue working and remain off the welfare rolls.
But what about the middle income family? While those in the
top bracket are receiving tax reductions of up to 30 percent there
would be NO tax rate relief for most middle income families. The
family of four which earns the median income is in the middle of
the 24 percent tax bracket. Widen the bracket 10 percent and this
family stays just where it is. Not only will there be no increase in
incentives for this family, but, due to the crush of taxes and inflation there will simply be no prospect of increased savings and
therefore no hope for the future. With tax rates in the brackets
above them remaining at current levels the feeling of frustration
which has stymied new economic activity during the past decade
will continue.
Will this policy succeed? It will not.
Provide as many incentives for top earners as you will . . . give
as many incentives for investment . bring as many people out of
tax shelters as you can . . . you simply cannot increase the produc-

tion of goods and services without labor.
The HBC tax plan denies any increase in incentives to labor. It
will produce no increase in willingness to work harder or more
efficiently, no incentive to seek more overtime, no incentive to
improve skills and add to human capital, the mainstay of any
economy.

How do we know these policies will fail? Look to England. There
are virtually no taxes on British business. Depreciation allowances
are among the most generous in the world. When Mrs. Thatcher
came into office she lowered the top tax rates by 23 percent and
lowered the top rates on earned income by 20 percent. Taxes were
raised on middle-class British families.
The British economy is in a shambles. Output has continued to
decline. Tight money policies unaccompanied by tax relief and
reduced government spending have brought the economy to a virtual halt. The government is depending on the discipline of recession to bring efficiency to British business.
The HBC, with the support of the Speaker and the Chairman of
the Ways and Means Committee, intends to bring the economics of
Margaret Thatcher to the American economy.
These neo-Carter, neo-Thatcher policies ignore the basic driving
force of any free-enterprise economy-the small entrepreneurs. The
neighbor down the street with the new idea, funded by his family,
his doctor and his lawyer has always been and will always be the
predominant force in economic growth and activity. They are the
force for innovation, for injecting hope and vitality into the system.
Without their activities there is no capitalism, there is no democracy. For twenty-five years entrepreneurs have been ignored here
and abroad. As a consequence, productivity is falling, job creation
is inadequate and putput is stagnant.
The House Budget Committee wants more of the same.
CONCLUSION

The American people sent Ronald Reagan to Washington to
change economic policies. The voters were fully aware of the
Reagan program as they went to the polls in November. Support
for the program was and remains overwhelming.
In the face of this support and the recognized failure of over two
decades of social programming, opponents of the President have
come forward with a seductive package. It is wrapped in the President's rhetoric. It contains elements designed to seduce almost
every constituency. The words and melody of the song are meant to
be sweet to those who did not grasp truly the message of November.
To those who would sing along with the House Budget Committee, I offer a warning. The song they sing is the song of the
thornbird. It seems beautiful and joyful. But it is sung only once. It
is sung as the bird hangs dying, self-impailed on the thorn.
How many wish to sing along?
JACK KEMP.

DISSENTING VIEWS OF HON. LYNN MARTIN
I would like first of all to commend the Chairman of the Budget
Committee for both his efforts and the tact he exhibited while
presiding over the Committee's deliberations for this First Budget
Resolution for Fiscal Year 1982. The resolution is, however, a blueprint for taxing and spending at a level which the taxpayers of this
nation cannot and will not accept, and which I cannot support. The
Chairman and the Majority seem to have forgotten the election
which was held just a few short months ago in which Ronald
Reagan was the overwhelming choice of the voters of this country
to lead the nation on a course of economic recovery. It is essential
for the economic survival of this country that the absolute maximum effort be made to reduce government spending and to provide
the economic stimulus which will result from a significant tax
reduction over the next three years. Yet the Majority has rejected
the President's carefully drawn plan and substituted a watereddown version of higher outlays and a minimal tax cut for this year.
With outlays of $20 billion over the President's recommendations
and revenues exceeding the Administration's figures by $38 billion,
this budget resolution, if adopted, will continue to take us down the
road to economic disaster. We can do better; we must do better.
During the consideration of this resolution, I offered and withdrew an amendment to strike the funding for support services for
the tobacco industry. Although my amendment would have reduced
outlays by a mere $5.6 million, it was an effort which I believed to
be worthwhile as an indication to the American people that we in
the Congress are serious about reducing spending and getting the
government out of the lives and pocketbooks of its citizens. To me,
it is ludicrous for our government on the one hand to spend millions in health research to counter the effects of tobacco usage and
on the other hand to underwrite in any way its production and
marketing.
To put this issue in another context, the dairy farmers of Illinois
whom I represent understand and accept the need to tighten the
belt of the federal government and were willing to forego the
promised increase in support for dairy products. They do have
difficulty, however, in understanding the rationale behind a refusal
to cut spending for an agricultural program which results in increased production of a commodity not in the nation's best health
interest. To compare the social value of these two commodities is to
be left with the inevitable conclusion that we should not be discouraging the production and consumption of milk and other dairy
products while at the same time continuing to underwrite the
production and marketing of a product which has been responsible
for countless deaths in past years. To continue to support the
tobacco industry in these times of fiscal austerity while at the same
time forcing dairy farmers out of business is not just unfair, but
ludicrous.
We must get the economy back on track after years of deficit
spending. We can no longer afford the luxury of mortgaging our
future, and that of our children and grandchildren. The cost of that
policy is economic ruin. I cannot stand idly by and watch any hope
for a return to fiscal sanity diluted and frustrated, as it has been in
the budget resolution which this Committee has reported to the

356
full House. I must, therefore, oppose this measure in the hope that
a restoration of the President's proposal will be accepted by a
Congress which has its eye on the future and which has the courage to abide by the results of our political process.
LYNN MARTIN.
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