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SUMMARY OF COMMITTEE'S RECOMMENDATION

Total Budget

[In billions of dollars]

Fiscal Year 1985

Budget A uthority .................................................................... 1,060.50
Outlays ........................................................................................ 953.50
Revenues ..................................................................................... 736.05
Deficit .......................................................................................... 217.45
Debt subject to lim it ................................................................. 1,857.40

Fiscal Year 1986
Budget A uthority ...................................................................... 1,062.90
Outlays ........................................................................................ 967.25
Revenues ..................................................................................... 794.10
Deficit .......................................................................................... 173.15
Debt subject to lim it ................................................................. 2,089.70

Fiscal Year 1987
Budget A uthority ...................................................................... 1,134.30
Outlays ........................................................................................ 1,028.50
Revenues ..................................................................................... 866.00
Deficit .......................................................................................... 162.50
Debt subject to lim it................................................................. 2,320.70

Fiscal Year 1988
Budget A uthority ...................................................................... 1,212.80
Outlays ........................................................................................ 1,080.00
Revenues ..................................................................................... 955.60
Deficit .......................................................................................... 124.40
Debt subject to lim it ................................................................. 2,536.50

(V)



VI

Unified Budget

[In billions of dollars]

Fiscal Year 1985

Budget A uthority ...................................................................... 1,039.10
Outlays ........................................................................................ 941.65
Revenues ..................................................................................... 736.05
Deficit .......................................................................................... 205.60
Debt Subject to Lim it ............................................................... 1,857.40

Fiscal Year 1986

Budget A uthority ...................................................................... 1,051.50
O utlays ........................................................................................ 959.10
Revenues ..................................................................................... 794.10
D eficit .......................................................................................... 165.00
Debt Subject to Lim it ............................................................... 2,089.70

Fiscal Year 1987
Budget A uthority ...................................................................... 1,125.70
Outlays ........................................................................................ 1,022.45
Revenues ..................................................................................... 866.00
Deficit .......................................................................................... 156.45
Debt Subject to Lim it ............................................................... 2,320.70

Fiscal Year 1988

Budget A uthority ...................................................................... 1,205.30
Outlays ........................................................................................ 1,073.65
Revenues ..................................................................................... 955.60
Deficit .......................................................................................... 118.50
Debt subject to lim it ................................................................. 2,536.50
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REPORT

together with

ADDITIONAL, MINORITY, AND

ADDITIONAL DISSENTING VIEWS

[To accompany H. Con. Res. 152]

I. A PLAN FOR DEFICIT REDUCTION
The House Budget Committee recommends a $259 billion reduc-

tion in deficits over the next three years. The Committee assumes
deficit reduction savings of $56.2 billion in fiscal year 1986, $83 bil-
lion in fiscal year 1987, and $120 billion in fiscal year 1988. The
Committee recommendation for deficit savings includes no in-
creases in taxes and provides full cost-of-living adjustments for all
entitlement programs, including social security, veterans and civil-
ian and military retirees. The plan assumes 51 percent savings
from non-defense areas and 49 percent savings from projected Pen-
tagon spending in fiscal year 1986.

The basic components of the Committee's plan are:
(1) A one-year budget authority freeze in defense spending in

1986, with real growth in 1987 and 1988.
(2) Restraint in non-defense discretionary programs through

a one-year budget authority freeze, as well as selected program
reductions below a freeze, with the exceptions as noted in No.
5.

(3) Full protection of cost-of-living benefits for all entitlement
programs, including Social Security, veteran, civilian and mili-
tary retirees.

47-535 0 (1)
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(4) Maintaining the Nation's commitment to the future by
providing reasonable funding levels for programs in education,
science, and research and development.

(5) Protection of all means-tested entitlements and discre-
tionary programs for low-income people by allowing for infla-
tion adjustments.

The Committee rejected all proposals to achieve deficit reduc-
tions through an increase in taxes. Tax reform and simplification
are considered essential, however, and the Committee urges that
efforts toward tax reform and simplification proceed as rapidly as
possible.

The Committee's primary concern has been to achieve realistic
deficit reductions through spending cuts. The Committee believes
that the measures recommended in this plan achieve that result.



II. FISCAL POLICY: DEFICITS AND THE ECONOMY

Current Fiscal Policy-Structural and Cyclical Deficits
The Committee's current policy budget projection is shown in

Table 1. This baseline projection, which is based on the economic
assumptions in the President's budget and the technical estimating
methods of the Congressional Budget Office (CBO), is also used in
the Senate-passed budget resolution.

Under this projection total deficits (including off-budget outlays)
rise from $213 billion in 1985 to $244 billion in 1988. As a share of
GNP, these deficits remain at or near 5.5 percent during 1985-87
and fall only slightly to 5.0 percent in 1988. This continues a fiscal
pattern of large budget deficits, unprecedented in peacetime, both
in absolute terms and as a share of GNP. Furthermore, this deficit
growth implies that the Federal debt held by the public, as a share
of GNP, continues its rapid rise which began in fiscal year 1982.

TABLE 1.-CURRENT POLICY BUDGET PROJECTION
[Fiscal years, and dollars in billions]

Actual Projections

1981 1984 1985 1986 1987 1988

Revenues .......................................................................................... 599.3 666.5 736 793 864 953
Outlays ............................................................................................. 678.2 851.8 950 1,022 1,110 1,197
Total deficit .................................................................................... 78.9 185.3 213 229 245 244

Structural deficit ....................................... ........................... 35 121 168 187 207 216
Cyclical deficit ........................................................................ 44 64 45 43 38 28

Debt held by public .............................. 794.4 1,312.6 1,525 1,753 1,998 2,241
Percent of GNP:

Revenues ................................................................................. 20.8 18.6 19.0 18.9 19.0 19.4
Outlays .................................................................................... 23.5 23.8 24.5 24.3 24.4 24.3
Total deficit ............................................................................ 2.7 5.2 5.5 5.5 5.4 5.0

Structural deficit 0  ............................... . .. .. .. .. .. .. .. .. . ... . .. .  1.2 3.2 4.2 4.3 4.5 4.3
Cyclical deficit ............................ 1.5 1.8 1.2 1.0 0.8 0.6

Debt held by public ............................................................... 27.5 36.7 39.4 41.8 43.9 45.5

Percent of potential GNP.

Note-Detail may not add to totals due to rounding.

The economic significance of the budget deficit is best understood
when the deficit is separated into its cyclical and structural compo-
nents. The "cyclical" deficit indicates how much of the deficit is as-
sociated with cyclical changes in economic activity; since tax reve-
nues decline and outlays increase during a recession, the cyclical
deficit rises in recessions and falls during recoveries. The "structur-
al" deficit is the estimated deficit if the economy were operating at
a constant rate of unemployment (6 percent). The structural deficit
is the most widely accepted measure of the fiscal stimulus provided
by the budget.



Structural deficits under current policy, as shown in Table 1 and
Figure 1, rise steadily. In 1982, only $38 billion, or 30 percent, of
the deficit was structural, while $90 billion, or 70 percent, could be
attributed to the 1981-82 recession and was therefore cyclical. As a
share of GNP, the 1982 structural deficit was only 1.1 percent.

Since 1982, as the economy has recovered, the cyclical deficit has
declined, but this decline has been more than offset by dramatic in-
creases in the structural deficit. By 1984 the cyclical deficit had
fallen to $64 billion, or 35 percent of the deficit, while the structur-
al deficit had grown to $121 billion, or 65 percent. By 1988, if the
projected economic growth is realized, $216 billion of the $244 bil-
lion deficit, or over 88 percent will be structural, while only $28 bil-
lion, or less than 12 percent, will be cyclical. Over the period 1985-
88 structural deficits will remain well above 4 percent of GNP,
demonstrating that the long-term deficit problem results from cur-
rent budgetary policies rather than a weak economy and suggest-
ing that there is little possibility of "growing our way out" of large
budget deficits.

Figure i

THE STRUCTURAL DEFICIT RISES AS
THE CYCLICAL DEFICIT SHRINKS
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Structural Distortions: The Trade Sector
The most evident impact of the budget deficit so far has been on

those sectors exposed to and dependent on international trade. An
unparalleled penetration of imports and lackluster export perform-
ance have had a devastating impact on many industries.

Although some industries have faced difficult foreign competition
for some years, the rapid and widespread deterioration in our trade
balance since 1980 has been unprecedented in postwar experience,
as can be seen in Figure 2.



Figure 2

THE TRADE BALANCE HAS DETERIORATED SHARPLY
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The budget deficit affects the trade deficit through its impact on
interest rates, capital flows and the exchange rate. The budget defi-
cit has put upward pressure on U.S. interest rates relative to those
abroad, making dollar assets more attractive to both foreign and
U.S. investors. This fiscal pressure, together with weak investment
demand and political uncertainties abroad, has substantially in-
creased U.S. net capital inflows, driving up the value of the dollar
sharply. Even after adjusting for inflation, the dollar is about 40
percent higher than at the end of 1980, with a consequent severe
deterioration in our trade balance.

Virtually all sectors of the goods-producing industries have been
adversely affected, as seen in Figure 3, producing a growing imbal-
ance between the service sector, relatively insulated from foreign
competition, and faltering export and import-competing industries.

Over the last four years increasing imports of manufactured
goods such as textiles, motor vehicles, metals, and consumer goods
have been the principal element in the worsening trade deficit.
Trade in these goods from basic and traditional industries has been
in deficit for some years, reflecting the cost advantages that some
other countries have in their production. However, trade deficits in
these goods have worsened sharply since 1980, reflecting in large
part price differences between domestic products and imports
caused by the appreciation of the dollar.

More recently, two new trouble spots have emerged: exports of
capital goods and high technology products have dropped, while
import penetration in those sectors has increased dramatically.
This is a worrisome development because these are goods in which
the U.S. is thought to have a competitive advantage and the indus-



tries that produce them are often characterized as a key future
source of growth.

Figure 3

DETERIORATION IN TRADE WIDESPREAD AMONG ALL
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Even the highly productive U.S. agricultural sector has been
weak in export markets. After increasing 5.9 percent annually be-
tween 1973 and 1980, the volume of exports has grown much more
slowly since 1981. With imports growing more rapidly, the agricul-
tural trade surplus has narrowed from about $26 billion in 1981 to
$18 billion in 1984. Although the substantial expansion of crop pro-
duction abroad as well as the 1983 drought in the U.S. have played
an important role, the strong value of the dollar has put American
farmers at a distinct disadvantage. The situation has continued to
deteriorate in 1985, with agricultural exports falling 24 percent in
the first three months of the year.

The trade deficit has caused a substantial loss of jobs and income
in those sectors exposed to international competition. The Com-
merce Department estimates that some 1.5 million jobs have been
lost due to weak export performance since 1980, and severe disloca-
tions have occurred in import-competing industries. Indeed, em-
ployment in goods-producing industries remains well below its 1979
level while service industries have expanded jobs rapidly since
1983, as shown in Figure 4. Workers in primary and fabricated
metals, textiles, leather, and apparel were particularly hard hit.



Figure 4

EMPLOYMENT GROWTH HAS BEEN UNBALANCED
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The longer these trade imbalances persist, the more irreversible
the economic damage becomes. There are reports of manufacturing
companies shifting production abroad and of exporters abandoning
overseas markets where sales have been disappointing. Even IBM
recently reported a sharp fall-off in overseas sales. Moreover, for-
eign companies that have gained a foothold in domestic markets
are strengthening their distribution networks and achieving econo-
mies of scale that will enhance their price advantage. Consequent-
ly, it will be increasingly difficult to recapture lost markets or re-
place lost investments in human or physical capital when the
dollar declines in the future.

In addition to causing structural distortions, the trade problem is
a significant drag on overall economic activity and employment.
Although the growth of domestic demand remains relatively
strong, a larger share is being met by foreign goods and services.
The gap between domestic demand and domestic production (shown
in Figure 5) is therefore widening, and our labor force and manu-
facturing capacity remain substantially underutilized, as the eco-
nomic effect of large budget deficits is increasingly to widen the
trade deficit rather than to expand U.S. production and employ-
ment.



Figure 5

IMPORT PENETRATION IS AN INCREASING DRAG ON
THE ECONOMIC EXPANSION
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*Trade deficit is the net export deficit on goods and services.

Foreign Borrowing
High rates of return in the U.S. have led to increasing net in-

flows of international capital as foreigners have continued to in-
crease their asset holdings in the U.S. and U.S. concerns have
sharply curtailed their acquisitions of assets abroad.' These addi-
tional funds entering or retained in the U.S. have kept interest
rates lower than they otherwise would have been, allowing more
domestic consumption and investment.

However, these net capital inflows and the resulting buildup in
foreign claims on U.S. assets relative to U.S. claims on assets
abroad entail costs which are likely to grow over time..

The most immediate effect is the shift of the United States from
an international creditor, a position we have enjoyed since 1914, to
a net debtor. Indeed, CBO projects that the U.S. will be the world's
largest debtor nation, owing the rest of the world more than $100
billion, by the end of 1985. Should currently projected large net
capital inflows continue, foreign debt will build rapidly, as shown
in Figure 6.

'Published data on capital flows tend to understate foreign inflows, however, because of con-solidation in certain accounts, new institutional arrangements in financial markets, and ambi-
guities in the interpretation of interbank transactions.



Figure 6

U.S. BECOMES A DEBTOR NATION
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As foreign claims on U.S. assets grow, an increasing proportion
of U.S. productive capacity will be owned by foreign investors and
an increasing share of national income siphoned off to pay interest
and dividends abroad. Growth and living standards will suffer.

However, it is unlikely that international investors will wish to
increase their lending to the United States at the current rate of
$100 billion per year indefinitely. If not, an alternative set of prob-
lems may emerge, potentially as damaging to the economy as the
prospect of over-growing foreign indebtedness.

The current large net capital inflows mean that international in-
vestors are accumulating dollar holdings much more rapidly than
other nondollar assets. At some point the amount of dollar assets
relative to nondollar wealth in investors' portfolios will become un-
comfortably large and the net inflow of foreign capital will dimin-
ish. At the same time, investor expectations about exchange rates
would be likely to change, and the shift could be large and abrupt.
At this point the value of the dollar would fall, and domestic inter-
est rates would rise.

This poses a serious risk to the stability of the economy. With
continued large deficits, there is no assurance that this dollar de-
preciation could be managed gradually, without sharp increases in
inflation and higher interest rates that could precipitate a reces-
sion. In the longer term, the decline in foreign lending would mean
that the deficits finally have to be financed by domestic saving,
with a consequent rise in interest rates and crowding out interest-
sensitive sectors of the economy such as business investment, hous-
ing, and consumer durable goods purchases.



Saving, Investment and Capital Formation

Eventually, when our foreign borrowing spree is over, U.S.
budget deficits will have to be financed out of our own net domestic
saving.1 As Figure 7 and Table 2 indicate, projected deficits under
current policy amount to 60 percent or more of net saving over the
next several years. This is up sharply from 7 percent in the eco-
nomically healthy 1960s and 28 percent in the economically trou-
bled 1970s. Because the Federal Government's borrowing needs are
always met, a sharply reduced share of the nation's saving will be
available for investment in housing, plant, and equipment. This
"crowding out" of domestic investment will be effected through the
high interest rates produced by excessive Federal borrowing.

Figure 7
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TABLE 2.-FEDERAL DEFICITS AND DOMESTIC SAVING

Actual Projected

1981 1984 1985 1986 1987 1988

Net domestic saving . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 202.3 309.5 334 358 388 407

Net private saving ............ 164.6 257.7 279 300 328 345
State/local surplus, ................................. 37.7 51.8 55 58 60 62

Total Federal deficit .................................... 78.9 185.3 213 229 245 244

Deficit share of net domestic saving (percent) ................................... 39.0 59.9 64 64 63 60

House Budget Committee staff projection.

'Net domestic saving is the saving of individuals and corporations (net of the economic depre-
ciation required to keep the capital stock intact) plus the saving (budget surpluses, including
pension funds) of state and local governments.

Net national saving-net domestic saving minus Federal deficits-is the amount of net domes-
tic saving available to finance net investment in housing, plant, equipment, and inventories.



The effect of the deficits on capital formation emerges dramati-
cally from Figure 8, which shows the relationship of Federal debt
to the capital stock. Between the end of World War II and 1974,
Federal debt declined relative to GNP. With Treasury borrowing
declining as a share of total credit demands, the nation's savings
could be increasingly invested in capital goods which raised produc-
tivity and standards of living-plant, equipment, housing, state and
local facilities, and consumer durables. But in recent years, as the
Federal debt has been rising relative to GNP, the capital stock has
been falling. If the debt continues to rise as under current policy,
further declines in the capital stock relative to GNP can be expect-
ed, leading to eventual stagnation in the growth of productivity
and living standards.

Figure 8
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Potential GNP: the constant-dollar GNP that would be associated with an unem-

ployment rate representing an unchanging amount of labor market slack. Current-
ly, an unemployment rate of 6 percent is used in these calculations.

Federal debt: Federal debt held by the public as a percent of the current-dollar
value of potential GNP.

Capital stock: Total net, 1972-dollar capital stock for the following four categories:
private fixed nonresidential, residential, fixed state and local, and consumer dura-
bles, as a percent of potential GNP.
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Interest Burdens, Tax Burdens and Inflationary Risks
As established earlier, borrowing overseas-whether by the

Treasury or by U.S. private borrowers-puts a real burden on the
future generations that must pay interest on the foreign debt. But a
large Federal debt borrowed at home will also burden future genera-
tions. As just discussed, the capital stock and therefore real incomes
and living standards will be lower than would have been the case
with smaller deficits. In addition, the rising interest expense re-
quired just to carry the debt has real costs for the economy.

Table 3 portrays the Federal debt and interest burdens under
current policies. (CBO projects that, without deficit reduction, in-
terest rates could be higher and therefore interest costs in 1988
would be $187 billion, not $170 billion.)

TABLE 3.-DEBT AND INTEREST BURDENS UNDER CURRENT POLICY
[Fiscal years]

Actual Projected

1981 1984 1985 1986 1987 1988

Debt held by the public, (end of year, billions) ................................ $794 $1,313 $1,525 $1,753 $1,998 $2,241
Per person (dollars) ..................................................................... $3,457 $5,553 $6,391 $7,280 $8,222 $9,143
Percent of GNP ........................................................................... 27.5 36.7 39.4 41.8 43.9 45.5

Net interest payments, billions ........................................................... $69 $111 $130 $144 $160 $170
Per person (dollars) ..................................................................... $300 $469 $545 $598 $658 $694
Percent of GNP ............................................................................ 2.4 3.1 3.3 3.4 3.5 3.5
Percent of budget ............................................. 10.5 13.0 13.7 14.1 14.4 14.2
Percent of individual income tax payments ............................. 24.0 37.5 38.8 39.5 40.2 38.9

The rising interest burden makes the distribution of income
more unequal; it will eventually lead to higher taxes which may
affect economic efficiency; and it means less room in the budget for
Federal programs which meet genuine national security, invest-
ment, or social needs, rather than just servicing debt.

* While some of the interest on the Federal debt returns to
the Treasury or benefits the middle class, inevitably the prime
beneficiaries of large interest payments at high real interest
rates are the wealthy. Financial wealth (holdings of financial
assets net of debt owed) is highly concentrated. According to
the 1983 Survey of Consumer Finances, the wealthiest 2 per-
cent of families hold 54 percent of total net financial assets.
Hence, a substantial portion of government interest payments
benefits these wealthy families.

* As interest payments grow relative to GNP and the rest
of the budget, either taxes must be raised or programs must be
cut if the deficit is to be kept from spiraling. Either alternative
could have advese effects on incentives and productivity.

With deficits so large that the national debt grows faster than
GNP, interest payments on the debt can rise without limit if inter-
est rates exceed a critical level. The deficit-reduction problem then
grows larger and more difficult each year, increasing pressure for
monetization of the debt and inflation high enough to reduce the



effective debt burden. The Federal Reserve has indicated its resolve
not to follow such a policy. However, history and the contemporary
world are replete with examples of governments which resorted to
inflationary measures when it became too difficult to reduce large
deficits with higher taxes. Recent calls for more "liquidity to sus-
tain the recovery" so that we can "grow our way out the deficit"
illustrate the problem.

There is a final long-term cost of the current high-deficit budget
policy in terms of the way citizens view their government and the
management of fiscal affairs. Whatever rationalizations are offered
for large deficits, and whatever arguments are made about their ef-
fects on interest rates and the economy, ordinary households,
which must meet budgetary constraints daily, are unlikely to
retain confidence in a government which chronically fails to do so.
In the short term they may find it an attractive "bargain" to re-
ceive $100 in national defense and other government services for
only $80 in taxes, as at present. In the longer term they will react
in anger and disappointment when they find the deficit must be
paid for, after all, with higher taxes and inflation. As this process
proceeds, confidence in government and the competence of fiscal
management will erode, further weakening the political institu-
tions of our society. That may be the final and most costly burden
placed on future generations by current fiscal policy.

The Committee's Fiscal Policy Recommendation
The Committee's recommended budget aggregates are shown

below in Table 4.

TABLE 4.-COMMITrEE'S RECOMMENDED BUDGET AGGREGATES
[Fiscal years, dollars in billions]

Actual Projected

1981 1984 1985 1986 1987 1988

Revenues .......................................................................................... 559.3 666.5 736 794 866 956
Outlays ............................................................................................ 678.2 851.8 953 967 1,029 1,080
Total deficit ..................................................................................... 78.9 185.3 217 173 163 124

Structural ................................................................................ 35 121 172 130 124 96
Cyclical .................................................................................... 44 64 45 43 38 28

Debt held by public ........................................................................ 794.4 1,312.6 1,529 1,707 1,866 1,988

Percent of GNP
Revenues .......................................................................................... 20.8 18.6 19.0 18.9 19.0 19.4
Outlays ............................................................................................. 23.5 23.8 24.6 23.0 22.6 21.9
Total Deficit ..................................................................................... 2.7 5.2 5.6 4.1 3.6 2.5

Structural' ............................................................................. 1.2 3.2 4.3 3.0 2.7 1.9
Cyclical .................................................................................... 1.5 1.8 1.2 1.0 0.8 0.6

Debt held by public ........................................................................ 27.5 36.7 39.5 40.7 41.0 40.4

I Percent of potential GNP

Note.-Dotail may not add to totals due to rounding.

This recommended budget leads to a significant improvement in
the fiscal policy outlook. Total deficits under the Committee recom-
mendation fall from $217 billion in 1985 to $124 billion in 1988, a
reduction from 5.6 percent of GNP currently to 2.5 percent. The
1986 deficit is reduced by one-quarter, and the 1988 deficit by half,
compared with the deficits projected under current policy.



Table 5 and Figure 9 show the improvement in major indicators
of fiscal policy provided by the Committee recommendation com-
pared with current policy. The structural deficit is reduced from
over 4 percent of GNP currently to less than 2 percent by 1988,
and the rise in the critical ratio of debt held by the public to GNP
is slowed and then reversed.

CBO Director Rudolph Penner testified before the Committee
that "if the debt-to-GNP ratio could be stabilized and then eventu-
ally reduced, the interest burden would begin to shrink relative to
other spending and to tax receipts. A major part of the budget
problem-interest payments-would thus be converted into a large
part of the solution, and the budget dilemma could appear to be
much more tractable."

TABLE 5.-FISCAL POLICY INDICATORS: CURRENT POLICY AND COMMITTEE
RECOMMENDATION

[Fiscal years, dollars in billions]

Actual Projected

1981 1984 1985 1986 1987 1988

Structural deficit:
Current policy ......................................................................... 35 121 168 187 207 216
Committee recommendation ................................................. 35 121 172 130 124 96
Change ...................................................................................................................... 4 - 56 -8 3 - 120

Percent change ............................................................................................... + 2.4 - 30.1 - 40.0 - 55.5

Percent of potential GNP
Current policy ......................................................................... 1.2 3.2 4.2 4.3 4.5 4.3
Committee recommendation ................................................. 1.2 3.2 4.3 3.0 2.7 1.9

Change ............................................................................................................. + 0.1 - 1.3 - 1.8 - 2.4
Federal debt held by the public:

Current policy .............................. 794.4 1,312.6 1,525 1,753 1,998 2,241
Committee recommendation ..................... 794.4 1,312.6 1,529 1,707 1,866 1,988
Change ...................................................................................................................... + 4 - 46 - 132 - 253

Percent change ............................................................................................... + 0.3 - 2.6 - 6.6 - 11.3

Percent of GNP
Current policy ....................... ........... .. ..... ........ 27.5 36.7 39.4 41.8 43.9 45.5
Committee recommendation ................................................. 27.5 36.7 39.5 40.7 41.0 40.4

Change ............................................................................................................. + 0.1 - 1.1 - 2.9 - 5.1
Federal deficit share of net domestic saving (percent):

Current policy......................................................................... 39.0 59.9 64 64 63 60
Committee recommendation ................................................. 39.0 59.9 65 48 42 30

Change ............................................................................................................ + 1 - 16 - 21 - 30

Note.-Detail may not add to totals due to rounding.

These policy changes will significantly improve the outlook for
national saving and capital formation; the share of net domestic
saving pre-empted by the Federal deficit will be reduced from
about 60 percent under current policy to about 30 percent.

Similarly, the declining deficits that will result from implement-
ing the Committee's budget resolution will lessen the likelihood of a
dangerous plunge in the value of the dollar that could cause inter-
est rates and inflation to rise. While it is difficult to predict short-
term movements in the exchange rate, reducing the deficit in-
creases the likelihood of a gradual decline in the dollar, accompa-
nied by lower interest rates, as Federal Reserve Board Chairman
Paul Volcker testified before the Committee. Under these condi-
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tions, there is an opportunity to explore concrete ways to stabilize
currency exchange rates, such as the international monetary con-
ference endorsed in the budget resolution.

Figure 9

FISCAL POLICY STABILIZATION

UNDER COMMITTEE RECOMMENDATION
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III. ECONOMIC ASSUMPTIONS AND OUTLOOK

Recent Economic Developments

Economic growth slowed during the last three quarters after
eighteen months of rapid recovery aided by a stimulative fiscal
policy driven by large personal and corporate tax cuts and the mili-
tary buildup. While this slowdown is in part a normal cyclical phe-
nomenon, it also is related to the restriction of output growth by
relatively high real interest rates and the deterioration of the for-
eign trade balance.

Since the second quarter of 1984 the economy has grown at an
annual rate of only 2.4 percent, and the civilian unemployment
rate of 7.3 percent in April was about the same as the June 1984
rate of 7.2 percent. Industrial production in April was actually
below the level of July 1984. As shown in Figure 1, despite the
rapid recovery between the end of 1982 and 1984, real GNP rela-
tive to productive capacity remains below the average of previous
business cycles.

Figure 1

THE ECONOMY REMAINS BELOW ITS POTENTIAL

AFTER TWO YEARS OF RECOVERY
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One restraining factor on growth during the second half of 1984
was the rise -in interest rates which began during 1983 and lasted

(17)



into the middle of 1984. This rise in rates was the result of develop-
ments in both fiscal and monetary policy.

The growing structural deficit combined with the expanding
credit demands of a rapidly growing economy in 1983 and early
1984 to generate high rates of growth of total (public and private)
debt. The upward pressure on rates created by this competition be-
tween public and private borrowing was then increased as the Fed-
eral Reserve, holding to its anti-inflationary monetary posture,
tightened monetary policy in early 1984.

As usual, housing starts were first to feel the impact of rising in-
terest rates, falling from a peak rate of 2.2 million units in Febru-
ary 1984 to only 1.5 million in October 1984. Business investment
growth also slowed significantly during the second half of 1984.
The decline in interest rates during the second half, as the growth
of private credit demand slowed with the economy, has aided a re-
bound in housing to a 1.8 million unit rate in the first four months
of 1985. Interest rates have declined further in recent weeks, but
long-term corporate bond rates remain very high in comparison
with historical levels. The course of developments during 1984 sug-
gests that the current combination of expansionary fiscal policy
and anti-inflationary monetary policy may have created a situation
in which lower interest rates can only be achieved in a context of
slow economic growth.

Another important constraint on economic growth in 1984 and
early 1985 has been the rapid deterioration of the foreign trade
sector. The overvaluation of the dollar exchange rate has given for-
eign producers a substantial price advantage in both domestic and
export markets and has encouraged foreign outsourcing of parts
and assemblies by U.S. businesses. It is striking that, since the end
of 1982, the growth of imports has led to more spending on foreign
production than business investment has added to domestic produc-
tion. Although some increase in imports is normal during a recov-
ery, the current expansion has had the largest increase of any of
the postwar business cycles.

Most analysts believe that the very low growth of the first quar-
ter is temporary. There are several reasons to expect that growth
will pick up again, especially if deficit reduction provides more op-
portunity for the Federal Reserve to pursue a growth-oriented mon-
etary policy by diminishing the upward pressure on interest rates
that would otherwise occur as growth resumes. Favorable factors
include:

* a rebound in consumption as the IRS catches up on de-
layed processing of income tax refunds,

* the strength in housing starts seen in March and April,
which should be sustained if mortgage rates do not rise,

0 higher business investment spending, as temporary fac-
tors affecting the first quarter results are reversed,

* continued growth of real incomes and after-tax corporate
profits, as inflation remains low.

Economic Assumptions
The economic assumptions used to estimate the Committee

budget are shown in Table 1. These assumptions are those of the



President in his budget submitted to Congress in February. They
have also been used in the Senate-passed budget.

Use of this set of economic assumptions continues the Commit-
tee's recent practice of using common economic assumptions with
the Senate in order to ensure comparability of the budget estimates
and to facilitate comparisons between policy options and deficit-re-
duction proposals.

Because these projections were prepared early in the year, they
do not reflect recent data which show lower real GNP and higher
unemployment than assumed in early 1985. Many economic fore-
casts, including that of the Congressional Budget Office, now show
somewhat lower economic growth during 1985 and 1986 than in
these assumptions. However, taxable incomes during the first half
of fiscal year 1985 have been slightly higher than assumed in the
forecast, so that the budget estimates for the current fiscal year
still appear to be consistent with economic developments. If a revi-
sion of economic assumptions to reflect the most recent economic
data is appropriate, this could be done by agreement with the
Senate in conference.

Real GNP is projected to increase at a 4 percent rate through
1988, while inflation remains low. Both nominal and real interest
rates decline over the four year period. This sustained growth with
continued low inflation and lower interest rates would be more
likely if prospective Federal deficits are substantially reduced than
if current policies, with steadily rising deficits, continue. In fact,
the economic projections are based on the assumption that a large
reduction in budget deficits, on the order of $50 billion in fiscal
year 1986 and significantly larger amounts in subsequent years,
will be implemented. The principal reasons for a more favorable
economic outcome if deficits are reduced are:

* the reduction in Treasury borrowing, the reduction in in-
flationary risk from expanding fiscal stimulus and the addi-
tional flexibility provided the Federal Reserve for monetary
policy should lead to lower interest rates;

0 the reduced demand for foreign capital should allow a
gradual reduction in the dollar exchange rate;

• lower interest rates and a lower dollar will lead to larger
and more balanced purchases of U.S. goods, especially assisting
agriculture and other export industries, import-competing in-
dustries such as textiles, autos and steel, and investment in
housing and business plant and equipment.

Table L-ECONOMIC ASSUMPTIONS FOR THE COMMITTEE RECOMMENDATION
[Calendar years]

Actual Projected

1984 1985 1986 1987 1988

Annual averages
Gross national product (billions) ............................................................................ $3,662.8 $3,948 $4,285 $4,642 $5,017

Percent change ............................................................................................... 10.8 7.8 8.5 8.3 8.1
Real GNP (billion 1972) .......................................................................................... $1,639.3 $1,702 $1,771 $1,841 $1,915

Percent change ............................................................................................... 6.8 3.9 4.0 4.0 4.0
GNP deflator (percent change) .............................................................................. 3.8 3.8 4.4 4.2 3.9
CPI-W (percent change) ........................................................................................ 3.4 4.1 4.3 4.2 3.9
Unemployment Rate (percent) 2 ............................................................................ 7.5 7.1 7.0 6.7 6.4
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Table 1.-ECONOMIC ASSUMPTIONS FOR THE COMMITTEE RECOMMENDATION-
Continued
[Calendar years]

Actual Projected

1984 1985 1986 1987 19i8

3-month Treasury bill rate (percent) .................................................................... 9.5 8.1 7.9 7.2 5.9
Taxable incomes (billion):

W ages and salaries ......................................................................................... $1,804 $1,921 $2,065 $2,237 $2,425
Corporate profits before tax .......................................................................... $236 $242 $286 $336 $360

4th quarter to 4th quarter percent change
Gross national product:

Current dollars ................................................................................................ $9.5 $8.3 $8.5 $8.3 $8.0
Constant dollars .............................................................................................. 5.7 3.9 4.0 4.0 4.0

G N P deflator ............................................................................................................. 3.6 4.2 4.3 4.1 3.8
C PI- W ....................................................................................................................... 3.6 4.2 4.3 4.1 3.8
Unemployment rate (percent, 4th quarter level) 2 ............................................. 7.2 7.0 6.9 6.6 6.3

I Incomes and price indexes for 1985-1988 are those in the President's February budget. Percent changes may differ due to
subsequent revisions in 1984 data.

2 Percent of civilian labor force.

Economic Outlook and Risks
Economic data through the middle of May suggest that the econ-

omy is currently growing more slowly than assumed in the Com-
mittee's projections. Some of the economic slowdown is due to tem-
porary factors, as noted above. However, many economic forecasts
and projections now show slower growth, and higher interest rates
in later years, than in the Committee assumptions. Some of the dif-
ferences are related to assumptions about policy. While these fore-
casts generally assume some changes to fiscal policy, the reductions
in the deficit are not as large as those assumed in the Committee
budget. These forecasts therefore expect higher interest rates, slow-
ing investment spending, and continued restraint of domestic
growth by a large trade deficit.

There are a number of factors which may alter the economic out-
look over the next several years. The most important of these over
the next twelve months probably will be developments in foreign
exchange markets and international trade. As noted above, the rise
in the share of imports in many U.S. markets has slowed domestic
output growth and the expansion of employment in goods produc-
ing industries. If this persists, domestic employment and incomes
will not rise as rapidly as assumed, real GNP growth will slow, and
the budgetary situation will worsen. A smaller and/or longer de-
layed fiscal policy change would make this outcome more likely.

The risks to the economic expansion are multiplied by the
danger that changes in market expectations, particularly expecta-
tions about the degree to which the Federal Reserve monetizes the
Federal deficit, could produce a sudden reduction in demand for
dollar-denominated assets. A sustained, sharp fall in the exchange
rate could be accompained by increased inflationary pressure. If
the dollar were to fall sharply and interest rates rose, consumer
confidence and spending plans would fall, housing and business in-
vestment would be affected, and economic growth would slow. In
addition, the Federal Reserve could be forced to tighten credit and
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raise interest rates further in order to moderate the decline in the
dollar. Many analysts expect a recession in such a situation.

Conditions which would support the continued economic expan-
sion portrayed in the assumptions include decisive action to reduce
the budget deficit, monetary policy supportive of continued econom-
ic expansion and a controlled decline in the exchange rate, stable
oil and other commodity prices, and improved productivity growth,
closer to the rates observed prior to 1973 than to those of the last
decade. With respect to monetary policy, Federal Reserve Board
Chairman Volcker has informed the Committee that "An improved
market environment, particularly as fears of inflation abated fur-
ther with a reduced deficit, would also provide some additional
flexibility for the conduct of monetary policy."





IV. SUMMARY OF THE RECOMMENDATIONS

A. Revenues

House Budget Committee Recommendation
The President's budget included a variety of revenue recommen-

dations including revenue-gaining items that total $1.4 billion in
fiscal year 1986, $1.7 billion in 1987, and $3.1 billion in 1988. These
recommendations included added Superfund taxes and a projection
of higher revenues from improved tax enforcement. The Commit-
tee's recommendation is for increased revenues on the same scale
as the President's increases.

[Fiscal years, dollars in billions]

1986 1987 1981

(a) Baseline revenues ..................................................................................................................... 792.65 864.30 952.50
(b) Recommended revenue change: .............................................................................................

Increased revenues from taxes to finance a reauthorized and expanded Superfund
program, increased compliance and enforcement of trade and tax laws, and
other minor policy changes.' .......................................................................................... + 1.45 + 1.70 + 3.10

(c) Recommended revenues .......................................................................................................... 794.10 866.00 955.60

'Recoomendations for IRS and Customs resources are portrayed under spending functions 750 and 800.

The Committee encourages the Ways and Means Committee to
take steps to correct disproportionate preferences within the tax
code for both profitable corporations that pay little or no taxes and
higher income individuals to ensure that all such taxpaying enti-
ties pay a fair share of taxes.

The House Budget Committee recommends that the House of
Representatives give immediate consideration to Enterprise Zone
legislation designed to give special incentives to poverty-stricken
urban and rural areas to generate more opportunity, jobs, and eco-
nomic growth.

Revenues under Current Policy Baseline

TABLE 1.-REVENUES BY SOURCE UNDER PAST AND CURRENT LAW
[Fiscal years, dollars In billions]

Historical Estimated

1950 1960 1970 1980 1985 1988

Individual income tax ............................................................... 15.8 40.7 90.4 244.1 344.5 437.4
Corporate income tax ............................................................... 10.4 21.5 32.8 64.6 63.8 102.3
Social insurance tax and contributions .................................. 4.3 14.7 44.4 157.8 264.4 341.0
Excises ........................................................................................ 7.6 11.7 15.7 24.3 37.4 33.4
Estate and gift taxes ................................................................ 0.7 1.6 3.6 6.4 5.6 4.7
Customs duties ....................................................... 0.4 1.1 2.4 7.2 12.5 14.8
Miscellaneous receipts ............................................................. 0.2 1.2 3.4 12.7 18.0 18.9

Total ' ........................................................................... 39.4 92.5 192.8 517.1 736.2 925.5

'Detail may not add totals due to rounding.
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The payroll taxes for social insurance (social security, medicare,
and unemployment compensation) have risen to over one-third of
total revenues and are now four times as large as corporate income
tax revenues. This change, rooted in expansion of the social securi-
ty system and to a lesser extent in diminished domestic corporate
profits as a percent of GNP, was magnified by the 1981 tax act,
which sharply reduced corporate taxes, and social security legisla-
tion in 1977 and 1983. Table 2 shows the change in composition of
revenues under past and current policy.

TABLE 2.-COMPOSITION OF REVENUES
[Fiscal years, percent]

Historical Estimated

1950 1960 1970 1980 1985 1988

Individual income tax ............................................................... 39.9 44.0 46.9 47.2 45.4 45.9
Corporate income tax ............................................................... 26.5 23.2 17.0 12.5 8.7 10.7
Social insurance tax and contributions .................................. 11.1 15.9 23.0 30.5 35.9 35.8
Excises ....................................................................................... 19.1 12.6 8.1 4.7 5.0 3.5
Estate and gift taxes ................................................................ 1.8 1.7 1.9 1.2 0.8 0.5
Custom duties .......................................................................... 1.0 1.2 1.3 1.4 1.7 1.6
M iscellaneous receipts ............................................................. .6 1.3 1.8 2.5 2.4 2.0

Total I ........................................................................... 100.0 100.0 100.0 100.0 100.0 100.0

Detail may not add to totals due to rounding.

Table 3 shows each of these taxes as a percent of GNP.

TABLE 3.-REVENUE SOURCES AS A PERCENT OF GNP

Historical Estimated

1950 1960 1970 1980 1985 1988

Individual income tax ............................................................... 5.9 8.2 9.3 9.5 8.6 8.9
Corporate income tax ............................................................... 3.9 4.3 3.4 2.5 1.6 2.1
Social insurance tax and contributions .................................. 1.6 2.9 4.6 6.1 6.8 6.9
Excises ................................................................................ ...... 2.8 2.3 1.6 0.9 1.0 0.7
Estate and gift taxes ................................................................ 0.3 0.3 0.4 0.2 0.1 0.1
Custom duties ........................................................................... 0.2 0.2 0.3 0.3 0.3 0.3
Miscellaneous receipts ............................................................. 0.1 0.2 0.4 0.5 0.5 0.4

Total I ........................................................................... 14.9 18.6 19.9 20.1 19.0 19.4

'Detail may not add to totals due to rounding.

MULTIYEAR PERSPECTIVE-REVENUES

[In billions of dollars]

Fiscal year:
1980 actu al ............................................................................................................... 517.1
1981 actual ............................................ ......... 599.3
1982 actual ............................................................................................................... 617.8
1983 actual ............................................................................................................... 600.6
1984 actu al ............................................................................................................... 666.5
1985 budget resolution September 25, 1984 ....................................................... 750.9
1985 administration's request (February 4, 1985) ............................................ 736.9



Fiscal year 1985 recom m endation ............................................................................... 736.1
Fiscal year 1986:

Administration's request (February 4, 1985) ..................................................... 793.7
Recom m endation .................................................................................................... 794.1

Fiscal year 1987:
Administration's request (February 4, 1985) ..................................................... 861.7
Recom m endation .................................................................................................... 866.0

Fiscal year 1988:
Administration's request (February 4, 1985) ..................................................... 950.4
Recom m endation .................................................................................................... 955.6

B. National Priorities

PENTAGON SPENDING

The recommendation freezes Pentagon budget authority in fiscal
year 1986 at the fiscal year 1985 appropriated level. Even with this

budget authority freeze Pentagon outlays would increase by $15.1
billion over the fiscal year 1985 estimated level. While budget au-
thority is frozen in 1986, the Committee recommends growth in
1987, and 1988. The funding assumed for fiscal year 1987 and 1988
represents 3 percent above inflation each year. The Committee rec-
ommendation provides for Pentagon funding of $292.6 billion in
budget authority and $267.1 billion in outlays for fiscal year 1986,
$312.7 billion in budget authority and $285.2 billion in outlays for
fiscal year 1987, and $335.4 billion in budget authority and $303.9
billion in outlays for fiscal year 1988.

The recommendation is based on the premise that the United
States exists in a dangerous and unstable world and must maintain
a strong, viable military capability. While funding for many Feder-
al programs has been reduced significantly for several years, the
recommendation provides for increased defense spending for fiscal
year 1986 and increases it further in the outyears.

The Pentagon budget has grown tremendously over the last six
years with funding more than doubling since 1980. Pentagon spend-
ing is now at a post-World War II high. There are indications, how-
ever, that some of the money provided for the Pentagon over the
last few years has been wasted. Along with the growth of the last
several years have come numerous reports of waste, fraud, and
mismanagement. The excessive build-up of the last several years
(the "throwing money at the problem" approach) helped to in-
crease instances of waste and fraud by creating a situation where
there was so much money available that Pentagon managers did
not have to be concerned with spending the taxpayers' money
wisely.

The recommendation reflects the belief of many, both in and out
of Congress and of both parties, that the time has come to signifi-
cantly slow the growth of Pentagon funding. So, while the recom-
mendation would adequately provide for our defense needs, it
would encourage the Pentagon to manage more effectively and effi-
ciently as it realizes that the days of the "blank check" are over. A
more restrained Pentagon spending level is justified in light of the
recent analysis and conclusion by the Chairman of the House



Armed Services Committee that outlays can be reduced by $8-$9
billion in fiscal year 1986, based on a slowdown in Pentagon spend-
ing.

While providing adequately for our National security, the recom-
mendation would produce a three-year deficit reduction of $137 bil-
lion.

The recommendation assumes that the Pentagon will take ag-
gressive actions to reduce contracting out in a manner consistent
with the recommendation for non-defense agencies. This area of
spending has increased significantly since 1980 during a time when
the Pentagon's civilian work force increased by almost 100,000.
With advancements in automation as well as management im-
provements, these actions should not impair quality performance.

DOMESTIC PROGRAMS

The Committee recommendation assumes deficit reductions of
$12.50 billion or 9 percent for non-defense discretionary spending
and $16.20 billion for all other non-defense activities in fiscal year
1986. Over the three years, 1986-1988 non-defense deficit reduction
would total $121 billion. Between 1982-1985 legislative changes
have reduced domestic spending by over $176 billion.

The recommendation for domestic spending reflects the goal of
the Committee to develop a deficit reduction plan which accom-
plishes significant spending reductions, while maintaining a fair
and balanced distribution of these cuts. The Committee established
priorities for funding based on a consensus about high priority na-
tional needs. Savings assumed for domestic programs result from
the assumption that most non-defense discretionary and non-
means-tested entitlement programs would be maintained at or
below 1985 funding levels. Exceptions from this overall approach
are discussed below.

Means-tested and Low-income Programs
The Committee recommendation assumes that all means-tested

entitlement and low-income programs will be maintained at cur-
rent services level for the three years, 1986-1988. The recommenda-
tion provides $3.5 billion in budget authority over the 1985 level.
Significant reductions have occurred in these programs over the
past four years. The Committee believes that any further reduc-
tions in these programs which aid low-income and disadvantaged
persons would result in a continuation of hardship among the need-
iest persons. Major low-income programs include Medicaid, food
stamps, subsidized housing and supplemental security income (SSI).

Retirement Programs
The Committee recommendation provides full funding for cost-of-

living adjustments for Social Security, civilian and military retire-
ment, veterans benefits and other retirement programs. The Com-
mittee believes that a significant share of recipients of these pro-
grams are low-income and should be sheltered from the effects of
inflation.



Investment Programs
The Committee recommendation provides funding at or above

the 1985 program levels for a number of programs which support
activities directed toward productive investments for the future.
These include some education and training programs, general sci-
ence, space and technology programs and administration of justice
programs. The Committee believes that it would be counterproduc-
tive to reduce funding significantly in 1986 for programs which, in
the long term, contribute to the development of a healthy economy.

C. Spending by Function

This section shows the specific assumptions used to arrive at the
totals in each of the functional categories. In terms of methodology,
two things should be kept in mind: first, for all functions except
Function 050: National Defense, the spending baseline used in this
report is constructed using the economic assumptions contained in
the President's budget for 1986 and the Congressional Budget Of-
fice's (CBO) latest technical estimates. The baseline for the Nation-
al Defense function is the level of budget authority and outlays
contained in the so-called "Rose Garden" agreement of last year
between the President and the Senate leadership. Second, the base-
line and recommendation amounts shown in this section of the
report include spending from programs that are off-budget under
current law. The President's 1986 budget proposes to include these
programs on-budget. Both of these approaches are consistent with
the budget resolution that passed in the Senate on May 9, 1985.

47-535 0 - 85 - 2



FUNCTION 050: NATIONAL DEFENSE

The Committee recommends $292.60 billion in budget authority
and $267.10 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $41.05 billion in budget author-
ity and $27.50 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[In billions of dollars]

Fiscal year-

196 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ............................................................................ 333.65 294.60 371.90 330.35 421.40 368.50
Recommended changes:

1. Savings from 1-year freeze at 1985 levels . -41.05 -27.50 -67.10 -47.15 -103.70 -72.60
Outyear Growth ................................... +7.90 +2.00 +17.70 +8.00

Total changes from baseline ............................ (-41.05) (-27.50) (-59.20) (-45.15) (-86.00) (-64.60)

Committee recommendation ........................................... 292.60 267.10 312.70 285.20 335.40 303.90

EXPLANATION OF COMMITTEE RECOMMENDATION

A. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes that Congress will re-
strain the growth in the Pentagon budget. The Committee recom-
mendation assumes that Congress will provide the same level of
budget authority for the Pentagon in 1986 as was provided in 1985.
This Committee recommendation does not represent a reduction in
Pentagon spending. Even with a budget authority freeze in 1986,
estimated outlays for fiscal year 1986 will increase by $15 billion
over the 1985 level. Further, the fiscal year 1986 budget authority
level is more than 100 percent greater than the 1980 level. In
achieving these targets, the Committee recommendation assumes
that the Appropriations Committee will adjust funding among the
various accounts to reflect a proper balance in funding for readi-
ness, sustainability and force modernization.

Further, the Committee recommendation assumes that the fund-
ing levels provided for the Pentagon will accommodate: a two per-
cent reduction in civilian personnel levels through attrition consist-
ent with the Committee's recommendations for civilian personnel
government-wide; a reduction in the amount of contracting-out for
services consistent with the Committee's recommendation for re-
ducing contracting costs government-wide; maintaining the 2,087
hours work year and changes in overtime pay regulations for Gov-
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ernment contractors consistent with the Committee's government-
wide recommendations in these areas.

The Committee recommendation also takes into account the
analysis and conclusion by the Chairman of the House Armed
Services Committee that outlays of $8-$9 billion can be reduced in
fiscal year 1986 based on a slowdown in Pentagon spending. The
slowdown can be attributed to earlier Pentagon overestimates of in-
flation and recent changes in Pentagon policy on progress pay-
ments. The Committee recommendation assumes outlays savings of
$2 billion, only a portion of the $8-$9 billion in savings estimated
by the Chairman of the House Armed Services Committee to be
available in fiscal year 1986.

OUTYEAR GROWTH

The Committee recommendation assumes that funding for fiscal
years 1987 and 1988 will provide 3 percent real growth.



FUNCTION 150: INTERNATIONAL AFFAIRS

The Committee recommends $21.75 billion in budget authority
and $18.60 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $2.55 billion in budget author-
ity and $0.95 billion in outlays from the current service baseline.

SUMMARY OF RECOMMENDATION
[In billions of dollars)

Fiscal year

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 24.30 19.55 23.90 18.65 24.50 18.75
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. -0.75 -0.35 -0.95 -0.60 -0.95 -0.70
Outyear growth ................................................................................................ - 0.60 - 0.25 - 1.20 - 0.70

2. Security assistance ..................................................... -0.75 -0.50 -0.80 -0.60 -0.80 -0.70
3. Export-Import Bank Direct Loan Program ............... -1.05 -0.10 -1.00 -0.30 -0.95 -0.45

Total changes from baseline ...................................... -2.55 -0.95 -3.35 -1.75 -3.90 -2.55

Committee recommendation .................................................... 21.75 18.60 20.55 16.90 20.60 16.20

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. SECURITY ASSISTANCE

The recommendation assumes that the President's request for as-
sistance for Israel and Egypt will be fully funded. The recommen-
dation assumes that other security assistance programs will be re-
duced to achieve outlay savings of $500 million from the freeze
levels in fiscal year 1986.

3. EXPORT-IMPORT BANK DIRECT LOAN PROGRAM

The recommendation rejects the Administration's proposal to ter-
minate the Export-Import Bank Direct Loan Program, and assumes
a direct loan program ceiling no higher than $2.80 billion for fiscal
year 1986.
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FUNCTION 250: GENERAL SCIENCE, SPACE AND
TECHNOLOGY

The Committee recommends $9.10 billion in budget authority
and $8.90 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $0.05 billion in budget author-
ity and $0.05 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
(in billions of dollars]

Fiscal year

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 9.15 8.95 9.35 9.15 9.65 9.40
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. -0.05 -0.05 -0.05 -0.05 -0.05 -0.05
Outyear growth .................................. -0.25 -0.20 -0.50 -0.40

Total change from baseline ........................................ -0.05 -0.05 -0.30 -0.25 -0.55 -0.45

Committee recommendation .................................................... 9.10 8.90 9.05 8.90 9.10 8.95

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVElS
The Committee recommendation assumes savings from a one-

year freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.



FUNCTION 270: ENERGY

The Committee recommends $6.10 billion in budget authorty and
$5.75 billion in outlays for this function for fiscal eyar 1986. These
totals represent a decrease of $2.00 billion in budget authority and
$1.70 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 8.10 7.45 7.95 7.40 7.55 7.00
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. -0.20 -0.10 -0.25 -0.20 -0.25 -0.25
Outyear growth ................................................................................................ - 0.15 - 0.10 - 0.30 - 0.20

2. Strategic petroleum reserve (SPRO) fill rate . -1.10 -1.10 -1.15 -1.10 -1.15 -1.20
3. SPRO facility construction ......................................... - 0.15 - 0.10 + 0.15 (1) .................. + 0.10
4. DOE uranium enrichment .......................................... -0.05 -0.10 -0.05 -0.15 -0.10 -0.20
5. Rural electrification administration (REA) credit

programs ...................................................................... - 0.15 - 0.15 - 0.30 - 0.30 - 0.40 - 0.40
6. Naval petroleum reserves (NPR) .............................. -0.20 -0.05 (1) -0.05 -0.05 -0.05
7. Energy regulation programs ...................................... -0.05 -0.05 -0.05 -0.05 -0.05 -0.05
8. General reduction in energy supply programs . -0.10 -0.05 -0.10 -0.10 -0.10 -0.10
9. Low-income programs ................................................ (1) (1) (1) (1) (1) (1)

Total changes from baseline ...................................... -2.00 -1.70 -1.90 -2.05 -2.40 -2.35

Committee recommendation .................................................... 6.10 5.75 6.05 5.35 5.15 4.65

Less than $25 million.

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears. This recommendation does not apply to low-income
programs which should be provided the full costs of inflation.

2. STRATEGIC PETROLEUM RESERVE (SPRO) FILL RATE

The recommendation assumes the SPRO will be filled at a 50,000
barrel-a-day rate in each year.



3. SPRO FACILITY CONSTRUCTION

While the recommendation assumes that SPRO facility construc-
tion will be slowed, new funding is assumed for continued construc-
tion of storage facilities, and the Big Hill project.

4. DOE URANIUM ENRICHMENT

The recommendation assumes that uranium enrichment pro-
gram activities will be reduced from the fiscal year 1985 level to
permit some repayment of program debt to the U.S. Treasury.

5. RURAL ELECTRIFICATION ADMINISTRATION (REA) CREDIT
PROGRAMS

The recommendation assumes that REA credit program levels
will be reduced by $550 million in fiscal year 1985 and 1986, by
$600 million in fiscal year 1987, and by $650 million in fiscal year
1988.

6. NAVAL PETROLEUM RESERVES (NPR)

The recommendation assumes that funding for NPR development
can be reduced due to lower activity than previously anticipated
and the availability of previous year funding.

7. ENERGY REGULATION PROGRAMS

The recommendation assumes that reductions in Nuclear Regula-
tory Commission (NRC) programs will be made and that additional
user fees in Federal Energy Regulatory Commission (FERC) pro-
grams will be implemented.

8. GENERAL REDUCTION IN ENERGY SUPPLY PROGRAMS

The recommendation assumes that reductions totaling $0.10 bil-
lion in budget authority and $0.05 billion in outlays will be made
in various energy supply programs. These reductions should not
impair personnel levels in the DOE National Laboratories, and re-
maining funds should be sufficient to support a strong national
R&D program in a variety of energy resources, including solar,
magnetohydrodynamics (MHD) and methanol.

The Committee also believes that within amounts available in
this functional category funding may be provided to implement the
clean coal technology program established by Public Law 98-473.

9. LOW-INCOME PROGRAMS

The recommendation assumes that programs targeted to low-
income people would be maintained at current policy. The pro-
grams in this function include DOE low-income weatherization.



FUNCTION 300: NATURAL RESOURCES AND ENVIRONMENT

The Committee recommends $13.10 billion in budget authority
and $13.00 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $0.30 billion in budget author-
ity and $0.25 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars)

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ........................................................................................ 13.40 13.25 13.70 13.25 14.05 13.60
Recommended changes:

1. Savings from 1-year freeze at 1985 Levels ................ -0.40 -0.20 -0.40 -0.30 -0.45 -0.35
Outyear growth ....................................... -0.35 -0.15 -0.60 -0.35

2. Superfund ....................................................................... + 0.70 + 0.25 +1.05 + 0.60 + 1.30 + 0.95
3. Other reductions ............................................................ - 0.60 - 0.30 -0.60 -0.60 -0.65 - 0.65

Total changes from baseline ........................................ (-0.30) (-0.25) (-0.30) (-0.45) (-0.40) (-0.40)

Committee recommendation ....................................................... 13.10 13.00 13.40 12.80 13.65 13.20

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. SUPERFUND

The Committee recommendation assumes reauthorization in
fiscal year 1986 of the superfund law which provides for the clean-
up of hazardous waste dump sites. The recommendation would pro-
vide budget authority of $1.30 billion in 1986, $1.70 billion in 1987,
and $2.00 billion in 1988. All related outlays from these funding
levels would be matched by equal increases in revenues.

3. OTHER REDUCTIONS

The Committee recommendation assumes reductions below the
freeze level of $0.60 billion in budget authority and $0.30 billion in
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outlays in 1986 can be achieved in this function. The specific pro-
grams to be reduced should be determined by the committees of ju-
risdiction. The major program areas in this function are water re-
sources, conservation and land management, recreational re-
sources, pollution control and abatement, and other natural re-
sources.

The Committee recognizes that the policy of a one-year spending
freeze would not necessarily prohibit funding for the Combined
Sewer/Marine Fund which is within this function. It is not the
intent of the Committee to prejudge the continuation of this au-
thorized program which received appropriations of $30 million in
each of the fiscal years 1983 and 1984, but which received no appro-
priation in fiscal year 1985.



FUNCTION 350: AGRICULTURE

The Committee recommends $18.55 billion in budget authority
and $15.80 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $2.00 billion in budget author-
ity and $2.00 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[In billions of dollars)

Fiscal year-

1986 budget 1987 plan 1918 plan

BA 0 BA 0 BA 0

Baseline ........................................................................................ 20.55 17.80 21.00 20.00 21.10 20.35
Recommended changes:

1. Savings from 1-year freeze at 1985 levels ................. -0.20 -0.20 -0.20 -0.20 -0.20 -0.20
Outyear growth ...................................... -0.05 -0.05 -0.10 -0.05

2. Agriculture programs ..................................................... - 1.80 - 1.80 -2.80 -2.80 -5.10 -5.10

Total changes from baseline ........................................ (-2.00) (-2.00) (-3.05) (-3.05) (-5.40) (-5.35)

Committee recommendation ....................................................... 18.55 15.80 17.95 16.95 15.70 15.00

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from one-year
freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. AGRICULTURE PROGRAM

The Committee recommendation assumes that, in the reauthor-
ization and funding of agruclture programs, reductions of $1.80 bil-
lion, $2.80 billion, and $5.10 billion below the freeze will be
achieved in fiscal years 1986, 1987, and 1988, respectively. The rec-
ommendation assumes that specific program changes and funding
reductions will be determined by the committees of jurisdiction.
The Committee's recommendation also reflects the finding that
Federal outlays would be substantially reduced by an aggressive
U.S. program to preserve and promote U.S. agricultural exports
and to defend U.S. markets against unfair foreign competition, as
well as by reductions in the value of the dollar attributable to re-
duced Federal deficits.



FUNCTION 370: COMMERCE AND HOUSING CREDIT

The Committee recommends $8.85 billion in budget authority
and $4.60 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $1.05 billion in budget author-
ity and $0.75 billion in outlays from the current services baseline.

SUMMARY OR RECOMMENDATION
[In billions of dollars]

Fiscal year

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ............................................................................ 9.90 5.35 10.60 6.10 11.00 8.00
Recommended changes:

1. Savings from 1-year freeze at 1985 levels . -0.25 -0.20 -0.30 -0.25 -0.30 -0.25
Outyear growth .................................... -0.10 -0.05 -0.15 -0.10

2. Rural housing ..................................................... -0.65 - 0.40 - 0.70 - 0.60 - 0.80 - 0.70
3. Small Business Administratiorn ....................... -0.15 -0.15 -0.20 -0.20 -0.25 -0.25

Total changes from baseline ............................ (-1.05) (-0.75) (-1.30) (-1.10) (-1.50) (-1.30)

Committee recommendation ........................................... 8.85 4.60 9.30 5.00 9.50 6.70

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. The recommendation excludes means-
tested entitlement and low-income programs from the freeze.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears. This recommendation does not apply to low-income
programs which should be provided the full costs of inflation.

2. RURAL HOUSING

The Committee recommendation assumes savings of $0.65 billion
in budget authority and $0.40 billion in outlays in fiscal year 1986
in the rural housing programs reflecting a twenty percent program
reduction below the freeze level. The funding system assumes a
$2.60 billion direct loan program.
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3. SMALL BUSINESS ADMINISTRATION

The Committee recommendation assumes savings of $0.15 billion
in budget authority and outlays in fiscal year 1986 in the Small
Business Administration programs reflecting a twenty percent pro-
gram reduction below the freeze level. The funding would provide
for a direct loan level of $206 million and a guaranteed loan level
of $2.75 billion.



FUNCTION 400: TRANSPORTATION

The Committee recommends $28.40 billion in budget authority
and $26.45 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $1.80 billion in budget author-
ity and $1.75 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[In billions of dollars)

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ........................................................................................ 30.20 28.20 31.10 29.85 32.15 30.85
Recommended changes:

1. Savings from 1-year freeze at 1985 levels ................ -0.30 -0.15 -0.30 -0.20 -0.35 -0.30
Outyear growth ...................................... -0.25 -0.10 -0.40 -0.35

2. Conrail sale .................................................................... - 1.20 - 1.20 ..................................................................
3. CO S payback .................................................................. - 0.20 - 0.20 ..................................................................
4. Highway obligation ceiling ........................ -0.10 ................. -0.50 ................. -0.60
5. Amtrak ............................................................................ - 0.05 - 0.05 -0.05 - 0.05 -0.05 - 0.05
6. Coast Guard COLA ...................................................... () (') (1) (') (1) (')
7. Coast Guard fees ...................................................... -0.05 -0.05 -0.05 -0.05 -0.05 -0.05
8. M ass transit ............................................................................................................................................ . ..... .... .............

Total changes from baseline ........................................ (-1.80) (-1.75) (-0.65) (-0.90) (-0.85) (-1.35)

Committee recommendation ....................................................... 28.40 26.45 30.45 28.95 31.30 29.50

Less than $25 million.

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. CONRAIL SALE

The Committee recommendation assumes receipts of $1.20 billion
from the sale of Conrail in fiscal year 1986. The recommendation
also assumes that the ultimate purchaser and purchasing method
will be determined through the regular legislative process based on
the recommendations of the committees of jurisdiction.
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3. MARITIME CONSTRUCTION DIFFERENTIAL SUBSIDY PAYBACK

The Committee recommendation assumes net receipts of $0.20
billion in 1986 resulting from the payback of maritime construction
differential subsidies (CDS) from owners of foreign trade, subsidy-
built tankers. The payback of CDS subsidies would allow entrance
of foreign trade tankers into the U.S. domestic maritime trade.

4. HIGHWAY OBLIGATION CEILING

The Committee recommendation assumes the highway obligation
ceiling will be reduced to $13.80 billion in 1986, $14.40 billion in
1987 and $15.00 billion in 1988 to provide outlay savings of $0.10
billion, $0.50 billion and $0.60 billion, respectively. Current law
contains a highway obligation ceiling of $14.45 billion in 1986.

5. AMTRAK

The Committee recommendation assumes a ten percent, one-year
reduction in Amtrak funding from the freeze level of $684 million
in budget authority. The recommendation would result in savings
of $68 million or $0.05 billion in budget authority in fiscal year
1986. The savings could be achieved through deferral of mainte-
nance activities not related to safety; refurbishing cars less often;
adjusting schedules and deferral of other non-critical activities.

6. COAST GUARD COLA
The Committee recommendation assumes that cost of living ad-

justments will be provided to Coast Guard retirees under current
law. These amounts are above the freeze level by $10 million in
1986, $13 million in 1987 and $14 million in 1988.

7. COAST GUARD USER FEES

The Committee recommendation assumes that Congress will es-
tablish Coast Guard user fees for commercial icebreaking oper-
ations, oil tanker inspections and regatta safety activities to pro-
vide $0.05 billion in receipts each year.

8. MASS TRANSIT

The Committee recommendation for mass transit programs (ex-
cluding Washington Metro) assumes funding of $3,883 million in
budget authority for 1986 which accommodates the 1985 program
level. The outyear funding levels would provide one-half of infla-
tion costs. The Committee recommendation for mass transit fund-
ing specifically rejects the Senate's proposal to eliminate the Mass
Transit Interstate Transfer Program, combine it with the Highway
Interstate Transfer Program and provide a $725 million cap on
total funding for both the highway and Mass Transit Interstate
Transfer grants.

In addition, the Committee recommends congressional consider-
ation of an alternative financing procedure which would permit re-
cipients, at their option, to retain grant funds under the Urban
Mass Transportation Act of 1964 in a special fund in the Treasury
which may be used by the recipient to collateralize and pay off
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long term bonds to finance capital programs in accordance with the
Urban Mass Transportation Act of 1964.



FUNCTION 450: COMMUNITY AND REGIONAL
DEVELOPMENT

The Committee recommends $7.55 billion in budget authority
and $8.15 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $0.50 billion in budget author-
ity and $0.20 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
(in billions of dollars]

Fiscal year-

196 budget 1907 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ........................................................................................ 8.05 8.35 8.40 8.55 9.35 8.75
Recommended changes:

1. Savings from 1-year freeze at 1985 levels ................ -0.05 (') -0.10 -0.05 -0.10 -0.10
Outyear Growth .................................. -0.05 ................. -0.20 -0.05

2. Community development block grants and urban
development action grants ........................................... -0.40 (1) -0.40 -0.15 -0.40 -0.35

3. Economic Development Administration, Appalach-
ian Regional Commission and Tennessee Valley
Authority Development Programs ................................ -0.05 (1) -0.05 -0.05 -0.05 -0.05

4. Small Business Disaster Loan Program .............. -0.10 ........ -0.25 -0.45 -0.25
5. Other reductions ............................................................ (1) - 0.10 (1) (1) - 0.05 (1)
6. Rural Telephone Bank .......................................................................................................................... . . ....................

Total changes from baseline ........................................ (-0.50) (-0.20) (-0.60) (-0.50) (-1.25) (-0.80)

Committee recommendation ....................................................... 7.55 8.15 7.80 8.05 8.10 7.95

I Less than $25 million.

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. The recommendation excludes means-
tested entitlement and low-income programs from the freeze.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears. This recommendation does not apply to low-income
programs which should be provided the full costs of inflation.

2. COMMUNITY DEVELOPMENT BLOCK GRANTS AND URBAN
DEVELOPMENT ACTION GRANTS

The Committee recommendation assumes savings of $347 million
in budget authority and $7 million in outlays in fiscal year 1986 in
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the Community Development Block Grant (CDBG) program reflect-
ing a 10 percent program reduction below the freeze. A 1986 fund-
ing level of $3,121 million in budget authority is assumed for
CDBG.

The Committee recommendation assumes savings of $44 million
in budget authority and $2 million in outlays in fiscal year 1986 in
the Urban Development Action Grant (UDAG) program reflecting
a 10 percent program reduction below the freeze. Funding of $396
million in budget authority is assumed for UDAG.

3. ECONOMIC DEVELOPMENT ADMINISTRATION, APPALACHIAN REGION-
AL COMMISSION AND TENNESSEE VALLEY AUTHORITY DEVELOPMENT
PROGRAMS

The Committee recommendation assumes combined savings of
$50 million in budget authority and $10 million in outlays in fiscal
year 1986 in the Econmic Development Administration (EDA), Ap-
palachian Regional Commission (ARC) and Tennessee Valley Au-
thority (TVA) development programs reflecting a ten percent re-
duction in each program. The savings are in comparison to the
freeze level. Funding of $206 million including salaries and ex-
penses is assumed for EDA, $134 million for ARC and $109 million
for TVA.

4. SMALL BUSINESS ADMINISTRATION DISASTER LOAN PROGRAM

The Committee recommendation assumes savings of $0.10 billion
in outlays in fiscal year 1986 in the Small Business Administration
Disaster Loan program reflecting an overall program reduction of
twenty percent below the freeze level and program reforms. The 20
percent reduction would reduce the current "cap" on the loan pro-
gram to $480 million.

5. OTHER REDUCTIONS

The Committee recommendation assumes savings of $0.10 billion
in outlays in total for other program reductions. The Committee as-
sumes that the rental rehabilitation grant program would be termi-
nated and $150 million in budget authority would be transferred to
the rental development grant (HoDAG) program. The total funding
level for rental development grants would therefore be assumed at
$265 million, the freeze amount previously available for both rental
development and rental rehabilitation grants. Outlays savings
would occur as a result of the slower spend-out rate in the HoDAG
program. In addition, a reduction of $10 million in budget author-
ity and outlays is assumed for the Farmers Home Administration
salaries and expenses program.

6. RURAL TELEPHONE BANK

The Committee assumes $162 million in budget authority for the
Rural Telephone Bank which is the freeze level. The House as-
sumptions include the $30 million capitalization fund for the Rural
Telephone Bank.



FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT, AND
SOCIAL SERVICES

The Committee recommends $32.05 billion in budget authority
and $31.15 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $0.25 billion in budget author-
ity and $0.10 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 32.30 31.25 33.50 32.40 34.40 33.45
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. -1.00 -0.25 -1.05 -0.95 -1.10 -1.10
Outyear growth ................................................................................................ - 0.25 -0.10 - 0.45 - 0.25

2. Low-income programs ................................................ +0.75 + 0.15 +0.80 + 0.75 +0.85 +0.85

Total changes from baseline ................................. -0.25 -0.10 -0.50 -0.30 -0.70 -0.50

Committee recommendation .................................................... 32.05 31.15 33.00 32.10 33.70 32.95

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. The recommendation excludes means-
tested entitlement and low-income programs from the freeze. (See
issue 2, below.)

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears. This recommendation does not apply to low-income
programs which should be provided the full costs of inflation.

2. LOW-INCOME PROGRAMS
The Committee recommendatin assumes that programs targeted

to low-income people would be maintained at current policy. Pro-
grams in this function include: compensatory education, education
for all handicapped children, Indian education, student assistance
(Pell Grants and campus-based aid programs), TRIO, historically
Black colleges, job training, work incentive (WIN), older Americans
employment, community services block grant, child welfare serv-
ices, vocational rehabilitation, and Head Start.
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The Budget Committee recognizes that high youth unemploy-
ment continues to be a serious national problem. It believes that
employment and training and educational competency initiatives
to attack this problem are justified and expects the relevant com-
mittees to come forward with approaches to the problem.



FUNCTION 550: HEALTH

The Committee recommends $36.10 billion in budget authority
and $35.60 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $0.25 billion in budget author-
ity and $0.35 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 36.35 35.95 39.05 38.60 41.85 41.30
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. -1.60 -1.40 -1.65 -1.60 -1.65 -1.60
Outyear growth ............................................................................................... - 0.25 - 0.15 - 0.45 - 0.30

2. Low-income and high priority public health pro-
grams ............................................................................ + 1.35 + 1.35 + 1.45 + 1.45 + 1.40 + 1.40

3. Federal employees' health benefits reserve
fu nds .............................................................................................. - 0.30 ......................................................................

4. Cost-of-living adjustments in retirement benefits
for PHS Commissioned Corps .................................... (1) (5) (1) (1) (1) (1)

Total changes from baseline ................................. -0.25 -0.35 -0.45 -0.30 -0.70 -0.50

Committee recommendation .................................................... 36.10 35.60 38.60 38.30 41.15 40.80

Less than $25 million.

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears. This recommendation does not apply to low-income
programs which should be provided the full costs of inflation.

2. LOW-INCOME AND HIGH PRIORITY PUBLIC HEALTH PROGRAMS

The Committee recommendation assumes that programs targeted
to low-income people would be maintained at current policy. Pro-
grams in this function include medicaid, primary care, community
health centers, and migrant health. The recommendation also as-
sumes additions to accommodate high priority public health activi-
ties including immunizations, vaccine stockpiles, and efforts to
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combat AIDS. The Committee recommendation would add $1.35 bil-
lion in 1986, $1.45 billion in 1987, and $1.40 billion in 1988 for these
programs.

3. FEDERAL EMPLOYEES' HEALTH BENEFITS (FEHB)

The Committee recommendation assumes the transfer of $0.3 bil-
lion in FEHB reserves held by the insurance carriers back to the
FEHB trust fund.

4. CoST-oF-LIVING ADJUSTMENTS (COLAs)

The Committee recommendation assumes $2 million for full cost-
of-living adjustments for Public Health Service Commissioned
Corps retirees.



FUNCTION 570: MEDICARE

The Committee recommends $81.95 billion in budget authority
and $68.25 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $0.40 billion in budget author-
ity and $3.45 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 82.35 71.70 91.65 79.90 95.40 89.90
Recommended changes:

1. Savings from I-year freeze at 1985 Levels ............. -0.45 -2.45 -0.25 -3.30 -0.10 -4.25
Outyear grow th .................................................................................................................. - 0.05 ................ - 0.05

2. Other Medicare reforms ............................................. +0.5 - 1.00 + 0.15 - 1.00 +0.25 -1.00

Total changes from baseline ...................................... -0.40 -3.45 -0.10 -4.35 +0.15 -5.30

Committee recommendation .................................................... 81.95 68.25 91.55 75.55 95.55 84.60

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from one-year
freeze at 1985 levels. For medicare, the savings from the freeze
assume that medicare provider payments will be maintained at the
1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. OTHER MEDICARE REFORMS

The recommendation assumes that Congress will achieve other
medicare savings. The specific changes that will be enacted will be
determined by the authorizing committees, the Committees on
Energy and Commerce and Ways and Means. However, the com-
mittee intends that the savings will be achieved without increasing
costs or reducing services to beneficiaries. To assure that the sav-
ings will be achieved without adversely affecting beneficiaries, the
authorizing committees will be allowed flexibility in using the au-
thorizations under their jurisdictions.



FUNCTION 600: INCOME SECURITY

The Committee recommends $158.25 billion in budget authority
and $121.75 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $1.15 billion in budget author-
ity and $1.45 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[In billions of dollars)

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 159.40 123.20 168.60 129.25 177.00 135.35
Recommended Changes:

1. Savings from 1-year freeze at 1985 levels ........... -1.90 -2.30 -2.50 -3.15 -2.40 -3.30
Outyear grow th ............................................................................................................................... - 0.05 - 0.05

2. Low-income programs .............................................. +1.35 +0.85 +1.60 +1.15 +1.75 +130
3. Cost-of-living adjustments [COLAsI ....................... +0.55 +1.45 +0.85 +2.00 +0.65 +2.00
4. Pension Benefit Guaranty Corporation ..................................... - 0.30 .................. - 0.30 .................. - 0.30
5. Public housing financing ......................................... -1.55 -1.55 -1.55 -1.55 -1.55 -1.55
6. Nutrition programs ................................................... +0.40 +0.40 +0.40 +0.40 +0.40 +0.40
7. Subsidized housing .............................................................................................................................................................
8. Civil service retirement ....................................................................................................

Total changes from baseline ...................................... -1.15 -1.45 -1.20 -1.45 -1.20 -1.50

Committee recommendation ........................................... 158.25 121.75 167.40 127.80 175.80 133.85

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. The recommendation excludes means
tested entitlements and low-income programs from the freeze.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears. This recommendation does not apply to low-income
programs which should be provided the full costs of inflation.

2. LOW-INCOME PROGRAMS

The Committee recommendation assumes that programs targeted
to low-income people would be maintained at current policy fund-
ing levels. Therefore, the recommendation adds $1.35 billion in
budget authority and $0.85 billion in outlays about the freeze level
for fiscal year 1986. Low-income programs in this function include:
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food stamps, child nutrition, supplemental security income, low-
income housing, low-income energy assistance, and WIC.

3. COST-OF-LIVING ADJUSTMENTS (COLAs)

The Committee recommendation assumes that full cost-of-living
adjustments will be provided under current law. Therefore, the rec-
ommendation restores $0.55 billion in budget authority and $1.45
billion in outlays above the freeze level for fiscal year 1986. Pro-
grams in this function with benefits tied to the Consumer Price
Index include: Federal military and civilian retirement, railroad re-
tirement, and special benefits for disabled coal miners.

4. PENSION BENEFIT GUARANTY CORPORATION

The Committee recommendation assumes an increase in the pre-
mium employers pay to the Pension Benefit Guaranty Corporation
which administers the pension guaranty component of the Employ-
ee Retirement Income Security Act of 1974. Fiscal year 1986 outlay
savings of $300 million are assumed from changes to this program.

5. PUBLIC HOUSING FINANCING

The Committee recommendation assumes that savings of $1.55
billion in budget authority and outlays in fiscal year 1986 could be
achieved through changes in the financing of public housing. This
would involve technical changes to simplify the complex financing
of this program. Changes in the 1984 tax law caused questions to
be raised about the tax status of public housing authority obliga-
tions financing these projects.

6. NUTRITION PROGRAMS

The Committee recommendation includes $400 million in budget
authority and outlays to accommodate child nutrition and food
stamp legislation. Similar legislation was approved by a vote of 364
to 39 for the food stamp legislation and by a vote of 343 to 72 for
the child nutrition legislation in the House of Representatives
during the 98th Congress, but was not acted upon by the Senate.

7. SUBSIDIZED HOUSING

The Committee recommendation assumes that within the totals
for subsidized housing programs of $15.5 billion in budget authority
and $14.75 billion in outlays in fiscal year 1986, a program to help
the homeless could be accommodated which would cost $300 mil-
lion in budget authority and $125 million in outlays. There are also
entitlement programs under the jurisdiction of the Committee on
Ways and Means which could be used to assist the homeless. The
Committee recommendation assumes that consistent with the flexi-
bility which the Committee on Ways and Means has requested in
meeting the reconciliation instructions in section 3 of the Resolu-
tion, entitlement legislation which assisted the homeless could be
accommodated to the extent that committee exceeds the deficit re-
duction in its reconciliation instructions, or the homeless entitle-
ment legislation is deficit neutral.
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8. CIVIL SERVICE RETIREMENT

The House Post Office and Civil Service Committee must develop
legislation to provide a supplemental retirement program for Fed-
eral employees covered by social security. Nearly two years have
gone into this effort, and such legislation will shape the Federal
personnel system for years to come.

Accordingly, none of the assumptions included in this concurrent
resolution contemplate specific legislative action to achieve savings
through modifications of the civil service retirement system for
non-covered Federal employees. On the contrary, it is assumed,
that the Post Office and Civil Service Committee will proceed in its
efforts to develop a supplemental program and will determine
whether it is necessary to report any structural changes to the Fed-
eral retirement system.



FUNCTION 650: SOCIAL SECURITY

The Committee recommends $207.20 billion in budget authority
and $200.80 billion in outlays for this function for fiscal year 1986.
These totals are the same as the budget authority and outlays from
the current services baseline.

SUMMARY OF RECOMMENDATION
[In billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 207.20 200.80 224.75 214.15 264.65 228.45
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. +0.20 -5.85 +0.75 -8.05 +1.45 -8.10
O utyear grow th ................................................................................................................. - 0.05 .................. - 0.10

2. Cost-of-living adjustments (COLAs) ......................... -0.20 +5.85 -0.75 +8.00 -1.45 +8.05

Total changes from baseline ........................................................ (I - - 0 .................. - 0.15

Committee recommendation .................................................... 207.20 200.80 224.75 214.05 264.65 228.30

Less than $25 million.

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. For this function, the only discretionary
program is the limitation on salaries and expenses and it is main-
tained at the 1985 level. All other programs in the function are in-
creased to the current services baseline.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. COST-OF-LIVING ADJUSTMENTS

The recommendation assumes that Social Security cost-of-living
adjustments will be fully funded under current law.



FUNCTION 700: VETERANS BENEFITS AND SERVICES

The Committee recommends $27.45 billion in budget authority
and $26.80 billion in outlays for this function for fiscal year 1986.
These total represent a decrease of $0.30 billion in budget authority
and $0.30 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
lin billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 27.75 27.10 28.20 27.80 28.65 28.45
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. -0.70 -0.60 -0.85 -0.80 -0.85 -0.85
Outyear growth ................................................................................................ - 0.20 - 0.15 - 0.35 - 0.30

2. Cost-of.living adjustments (COLAs) ......................... +0.45 +0.40 +0.55 +0.55 +0.60 +0.55
3. VA medical care .......................................................... +0.25 + 0.20 + 0.25 + 0.25 + 0.30 + 0.25
4. Other reductions ......................................................... -0.30 -0.30 - 0.30 -0.30 -0.30 -0.30

Total changes from baseline ...................................... -0.30 -0.30 -0.55 -0.45 -0.60 -0.65

Committee recommendation ...................... 27.45 26.80 27.65 27.35 28.05 27.80

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. The recommendation excludes means-
tested entitlement and low-income programs from the freeze.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. COST-OF-LIVING ADJUSTMENTS (COLAS)
The Committee recommendation assumes that full cost-of-living

adjustments will be provided in VA compensation and pension pay-
ments. The Committee recommendation assumes $0.45 billion in
budget authority and $0.40 billion in outlays for veterans' COLAs
in 1986.

3. VA MEDICAL CARE

The Committee recommendation assumes that VA hospital and
medical care will be maintained at current policy. The Committee
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recommendation assumes $10.30 billion in budget authority and
$9.95 billion in outlays for these programs in 1986.

4. OTHER REDUCTIONS

The Committee recommendation assumes that other reductions
of $0.3 billion in budget authority and outlays in 1986 will be
achieved by the Veterans' Affairs Committee.



FUNCTION 750: ADMINISTRATION OF JUSTICE

The Committee recommends $6.90 billion in budget authority
and $6.80 billion in outlays for this function for fiscal year 1986.
These totals represent an increase of $0.05 billion in budget author-
ity and $0.05 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
fin billions of dollars]

Fiscal year-

1986 budget 1987 plan 19U plan

BA 0 BA 0 BA 0

Baseline ..................................................................................... . 6.85 6.75 7.00 6.95 7.15 7.10
Recommended changes:

1. Savings from 1-year freeze at 1985 levels .............. -0.10 -0.10 -0.10 -0.10 -0.15 -0.15
2. Administration of Justice funding ........... +0.10 +0.10 +0.10 +0.10 +0.15 +0.15
3. Customs services staff ............................................... +0.05 +0.05 +0.05 +0.05 +0.05 +0.05

Total changes from baseline ...................................... +0.05 +0.05 +0.05 +0.05 +0.05 +0.05

Committee recommendation .................................................... 6.90 6.80 7.05 7.00 7.20 7.15

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 Levels

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. The recommendation excludes means-
tested entitlement and low-income programs from the freeze.

2. ADMINISTRATION OF JUSTICE FUNDING

The Committee recommendation assumes that all programs in
this function will be maintained at the current services baseline.

3. CUSTOMS SERVICE STAFF

The Committee recommendation assumes funding for 800 new
Customs Service agents and/or inspectors. According to available
studies, this staff increase, if applied to areas such as inspectors,
import specialists, special agents, and patrol officers, would in-
crease the amounts of tariffs collected by about $0.75 billion when
fully implemented. The staff increase is estimated to increase the
tariff collections by $0.05 billion in fiscal year 1986, $0.35 billion in
fiscal year 1987, and $0.75 billion in fiscal year 1988.



FUNCTION 800: GENERAL GOVERNMENT

The Committee recommends $5.35 billion in budget authority
and $5.30 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $0.65 billion in budget author-
ity and $0.65 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars)

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ........................................................................................ 6.00 5.95 6.05 5.90 6.25 6.25
Recommended changes:

1. Savings from 1-year freeze at 1985 levels ................. -0.10 -0.10 -0.10 -0.10 -0.10 -0.10
Outyear growth ......................................................... - - -0.10 - 0.05 - 0.15 - 0.15

2. Customs Service user fee ............................................. -0.50 -0.50 -0.50 -0.50 -0.50 -0.50
3. Internal Revenue Service .............................................. +0.05 +0.05 +0.05 +0.05 +0.05 +0.05
4. Other reductions ............................................................ - 0.10 - 0.10 - 0.10 -0.10 - 0.10 - 0.10

Total changes from baseline ........................................ (-0.65) (-0.65) (-0.75) (-0.70) (-0.80) (-0.80)

Committee recommendation ....................................................... 5.35 5.30 5.30 5.20 5.45 5.45

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears.

2. CUSTOMS SERVICE USER FEE

The Committee recommendation assumes enactment of a new
user fee to cover Customs Service processing of common carrier
passengers and commercial import arrivals in the United States.
Such a fee would increase receipts by an estimated $473 million in
1986.

3. INTERNAL REVENUE SERVICE

The Committee recommendation assumes a funding increase of
$42 million in 1986 to improve the processing and review of tax re-
turns. This increase would support an estimated 1000 new IRS ex-
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aminers. This staff increase is estimated to result in the collection
of an additional $1.15 billion of revenues over the 3 fiscal years,
1986-1988.

4. OTHER REDUCTIONS

The Committee recommendation assumes that additional reduc-
tions of $100 million below the freeze level will be achieved each
fiscal year, 1986-1988, from agencies in this function other than
the Internal Revenue Service.



FUNCTION 850: GENERAL PURPOSE FISCAL ASSISTANCE

The Committee recommends $5.35 billion in budget authority
and $5.65 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $1.15 billion in budget author-
ity and $0.85 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ........................................................................................ 6.50 6.50 6.75 6.70 7.10 7.05
Recommended changes:

1. Savings from 1-year freeze at 1985 levels ................................................................... .........................................
Outyear grow th .............................................................................................................................................. . . . . . . .

2. General revenue sharing ............................................... -1.15 -0.85 -4.80 -3.80 -5.00 -4.95

Total changes from baseline ........................................ (-1.15) (-0.85) (-4.80) (-3.80) (-5.00) (-4.95)

Committee recommendation ....................................................... 5.35 5.65 1.95 2.90 2.10 2.10

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The Committee recommendation assumes savings from a one-
year freeze at 1985 levels. The recommendation excludes means-
tested entitlement and low-income programs from the freeze.

OUTYEAR GROWTH

The Committee recommendation assumes that one-half of infla-
tion costs will be provided for non-defense discretionary programs
in the outyears. This recommendation does not apply to low-income
programs which should be provided the full costs of inflation.

2. GENERAL REVENUE SHARING

The Committee recommendation assumes savings of $1.15 billion
in budget authority and $0.85 billion in outlays in fiscal year 1986,
the last year for which the General Revenue Sharing is currently
authorized. The savings reflect a twenty-five percent program re-
duction. The recommendation would provide for $3,425 million in
budget authority and $3,711 million in outlays for fiscal year 1986
and a last payment in the first quarter of 1987 of $856 million.



FUNCTION 900: NET INTEREST

The Committee recommends $140.95 billion in budget authority
and $140.95 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $2.65 billion in budget author-
ity and $2.65 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 143.60 143.60 159.95 159.95 170.45 170.45
Recommended changes:

1. Debt service savings from 1-year freeze at 1985
levels ............................................................................. - 2.00 - 2.00 - 7.55 - 7.55 - 14.85 - 14.85

2. Debt service effect of other program changes. -0.70 -0.70 -1.70 -1.70 -2.25 -2.25
3. Adjustment for reduced interest receipts reflect-

ing changes in loan programs ................................... +0.05 +0.05 +0.25 +0.25 +0.50 +0.50

Total changes from baseline ...................................... -2.65 -2.65 -9.00 -9.00 -16.60 -16.60

Committee recommendation .................................................... 140.95 140.95 150.95 150.95 153.85 153.85

EXPLANATION OF COMMITTEE RECOMMENDATION

1. DEBT SERVICE SAVINGS FROM ONE-YEAR FREEZE AT 1985 LEVELS

The amounts shown above are the interest savings resulting
from the reductions in deficits and debt caused by the freeze.

2. DEBT SERVICE EFFECTS OF OTHER PROGRAM CHANGES

Interest savings resulting from other deficit reductions recom-
mended by the Committee.

3. ADJUSTMENT FOR REDUCED INTEREST RECEIPTS REFLECTING

CHANGES IN LOAN PROGRAMS

Committee-recommended reductions in loan programs result in
reductions from the current policy baseline estimate of interest re-
ceived-an offsetting receipt-hence, an upward adjustment in net
interest.



FUNCTION 920: ALLOWANCES

The Committee recommends -$4.90 billion in budget authority
and -$4.40 billion in outlays for this function for fiscal year 1986.
These totals represent a decrease of $6.10 billion in budget author-
ity and $5.65 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... 1.20 1.25 2.85 3.00 4.65 4.95
Recommended changes:

1. Savings from 1-year pay freeze ................................ -1.20 -1.25 -1.30 -1.40 -135 -1.45
2. Civilian pay in 1987 and 1988 ....................................................................... - 0.70 - 0.70 - 1.05 - 1.10
3. Contracting-out for services ...................................... -3.90 -3.90 -4.10 -4.10 -4.25 -4.25
4. Government work force attrition .............................. -0.35 -0.35 -0.65 -0.65 -0.70 -0.70
5. Changes in overtime provisions on Federal con-

tracts ............................................................................ - 0.55 - 0.05 - 0.60 - 0.30 - 0.65 - 0.50
6. The Federal work year ............................................... -0.10 -0.10 -0.10 -0.10 -0.10 -0.10

Total changes from baseline ...................................... -6.10 -5.65 -7.45 -7.25 -8.10 -8.10

Committee recommendation .................................................... -4.90 -4.40 -4.60 -4.25 -3.45 -3.15

EXPLANATION OF COMMITTEE RECOMMENDATION

1. SAVINGS FROM ONE-YEAR PAY FREEZE

The Committee recommendation assumes savings from a one-
year pay freeze.

2. CIVILIAN PAY IN 1987 AND 1988
The recommendation assumes a pay freeze in fiscal year 1986;

and pay increases of 3.8 percent in January 1987 and 4.7 percent in
January 1988.

3. "CONTRACTING-OUT" FOR SERVICES

The recommendation assumes savings can be achieved by reduc-
ing spending for purchased services (contracting). Spending by non-
defense Government agencies for contracting from fiscal year 1980
through 1985 increased by 50 percent, while, nondefense discretion-
ary spending totals increased only 19 percent. The recommendation
assumes that management of contracts and efficient Government
operations will be improved if this unprecedented growth in con-
tracting is curtailed. The recommendation further assumes that
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the reductions in contracting-out costs will be achieved by actual
reductions in purchases of contracted services and that none of the
savings will involve further reductions in the Federal work force. It
is the intent of the Committee that the savings to be achieved by
the contracting-out recommendation be fairly distributed through-
out all executive departments and agencies. It is also the assump-
tion of the Committee that it should not be necessary for depart-
ments or agencies to make reductions in those contracts that are
designed to employ the handicapped.

4. GOVERNMENT WORK FORCE ArRITION

The recommendation assumes that the Federal work force will
be reduced by 2 percent over the next three years by attrition. The
savings from the non-defense Federal work force are shown in this
function, while the savings from work force attrition in the Depart-
ment of Defense are assumed in the National Defense Function.

5. CHANGES IN OVERTIME PROVISIONS ON FEDERAL CONTRACTS

The recommendation assumes changes in law (Walsh-Healey
Public Contract Act) and regulations to permit government con-
tractors to implement cost saving innovations in manpower man-
agement.

6. THE FEDERAL WORK YEAR

The recommendation assumes the extension of the current work
year calculation of 2,087 hours for Federal employees.



FUNCTION 950: UNDISTRIBUTED OFFSETTING RECEIPTS

The Committee recommends -$39.75 billion in budget authority
and -$39.75 billion in outlays for this function or fiscal year 1986.
These totals represent a decrease of $4.20 billion in budget author-
ity and $4.20 billion in outlays from the current services baseline.

SUMMARY OF RECOMMENDATION
[in billions of dollars]

Fiscal year-

1986 budget 1987 plan 1988 plan

BA 0 BA 0 BA 0

Baseline ...................................................................................... - 35.55 - 35.55 - 38.15 -38.15 -41.05 - 41.05
Recommended changes:

1. Effect of 1-year pay freeze ....................................... +0.75 +0.75 +0.50 +0.50 +0.35 +0.35
2. Civilian and military pay in 1987 and 1988 ................................................ + 0.55 +0.55 +0.85 + 0.85
3. Government work force attrition .............................. +0.05 +0.05 +0.05 +0.05 +0.05 +0.05
4. Outer Continental Shelf (OCS) receipts .................. -4.00 -4.00 +1.50 +1.50 +1.05 +1.05
5. Oil overcharge funds .................................................. - 1.00 - 1.00 - 1.00 - 1.00 - 1.00

Total changes from baseline ...................................... -4.20 -4.20 + 1.60 + 1.60 +,1.30 + 1.30

Committee recommendation .................................................... -39.75 -39.75 -36.55 -36.55 -39.75 -39.75

EXPLANATION OF COMMITTEE RECOMMENDATION

1. EFFECT OF ONE-YEAR PAY FREEZE

The Committee recommendation assumes the employer's share
contributions to the Federal retirement fund based on the assump-
tion of a pay freeze in fiscal year 1986.

2. CIVILIAN AND MILITARY PAY IN 1987 AND 1988

The Committee recommendation assumes the employer's share
contributions to the Federal retirement funds based on the pay
raise assumptions of 3.8 percent in fiscal year 1987 and 4.7 percent
in fiscal year 1988.

3. GOVERNMENT WORK FORCE ATTRITION

The Committee recommendation assumes that the Federal Gov-
ernment civilian work force will be reduced by 2 percent through
attrition. This will result in lower offsetting receipts being paid
into the civil service retirement fund.

4. OUTER CONTINENTAL SHELF (OCS) RECEIPTS

The Committee recommendation assumes that Congress will
enact legislation to settle the legal dispute between the Federal
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Government and several states regarding the disposition of OCS re-
ceipts now held in escrow subject to section 8(g) of the OCS Lands
Act. The recommendation assumes that the legislation will settle
the dispute and give the States a 27 percent share of the bonuses
and rents in escrow, as well as the interest that has accrued on
them.

5. OIL OVERCHARGE FUNDS

The Committee recommendation assumes oil overcharge funds
totaling $1 billion in each of the fiscal years 1986, 1987 and 1988
will be released to the Federal Government. Nothing in this recom-
mendation should be construed to affect claims filed or to be filed,
or distributions, under DOE's subpart v regulations, or claims of
any participants, including states, in litigation, for the distribution
of oil overcharge funds.

D. Credit budget

The Committee recommends nonbinding credit budget targets for
fiscal years 1986 through 1988. The recommendation also includes
revised 1985 credit budget targets. The following table compares
the credit budget recommendations to the current services base-
line, the President's February budget, and the Senate-passed reso-
lution:

[In billions of dollars]

1985 196 1987 1988

Current services baseline:
Direct loan obligations ................................................................................ 51.95 41.55 42.30 42.45
Primary guarantee commitments ............................................................... 68.80 75.75 75.20 79.90
Secondary guarantee commitments ........................................................... 68.25 68.25 68.25 68.25

President's February budget:
Direct loan obligations ................................................................................ 51.90 24.20 22.70 19.90
Primary guarantee commitments ............................................................... 74.00 77.20 78.50 80.90
Secondary guarantee commitments ........................................................... 68.25 68.25 68.25 68.25

Senate-passed resolution:
Direct loan obligations ............................................................................... 52.85 29.95 27.90 27.40
Primary guarantee commitments ............................................................... 69.30 78.70 79.75 84.40
Secondary guarantee commitments ........................................................... 68.25 68.25 68.25 68.25

First budget resolution recommendation:
Direct loan obligations ................................................................................ 51.95 38.05 37.00 36.45
Primary guarantee commitments ............................................................... 68.80 74.60 73.00 76.90
Secondary guarantee commitments ........................................................... 68.25 68.25 68.25 68.25

The credit budget is a separate accounting of new direct loans
and new loan guarantees approved by Federal agencies. The credit
budget overlaps and complements the spending budget, which in-
cludes the cash flow effects of Federal loan program activity.

The nonbinding credit budget recommendations reflect the same
policy assumptions as the spending recommendations. The Commit-
tee's credit recommendations include a one-year freeze of discre-
tionary loan programs with increases in 1987 and 1988 covering
one-half of the estimated inflation costs. In addition, the credit rec-
ommendations include the effects on loan levels of spending recom-
mendations to reduce certain credit programs below the freeze
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level, such as Export-Import Bank direct loans, rural housing
loans, Small Business Administration loans, rural electrification
loans, and agriculture loans.

The following table shows the nonbinding credit budget targets
by function, including revised 1985 credit budget targets:



CREDIT BUDGET RECOMMENDATION BY FUNCTION
[in billions of dollars]

Revised 1985 Credit Budget 1986 Recommendation 1987 Recommendation 1988 Recommendation

Function Direct Primary Secondary Direct Primary Secondary Direct Primary Secondary Direct Primary SecondaryDietGuaran- Guaran- Las G o Guaran- Guaran-
Loans Goaran- Gunroans loans Guaran- Guaran- Loans ann- G aran- s-tees tees tes tees tes tees Las tees tees

150: International Affairs .................................................................... 10.05 10.30 .................... 10.35 10.30 .................... 10.75 10.75 .................... 11.00 11.20 ..................
270: Energy ........................................................................................... 2.65 0.10 .................... 2.10 4.10 .................... 2.10 .................................... . 2.15 ......................................

300: Natural Resources and Environment ......................................... 0.05 ........................................ 0.05 ........................................ 0.05 ........................................ 0.05 ......................................
350: Agriculture .................................................................................... 13.80 5.70 .................... 13.90 5.70 .................... 12.15 5.75 .................... 11.80 5.75 ..................
370: Commerce and Housing Credit ................................................... 6.55 26.45 68.25 5.90 27.10 68.25 6.15 28.65 68.25 6.65 30.45 68.25
400: Transportation .............................................................................. 0.30 0.30 .................... 0.15 0.30 .................... 0.15 0.30 .................... 0.10 0.30 ..................
450: Community and Regional Development ................ 1.75 0.15 .................... 1.30 0.15 .................... 1.70 0.20 ............... 1.95 0.20 ..................
500: Education, Training, Employment and Social Services ........ 1.15 8.75 ................... 1.10 9.05 .................... 1.10 9.35 ................... 1.15 9.60 ..................
550: Health ........................................................................................... 0.05 0.25 .................... 0.05 0.25 .................... 0.05 .25 .................... 0.05 0.30 ..................
600: Income Security ........................................................................... 14.30 ................... 1.85 ................................ 2.30 ........................................ 1.75 ......................................
700: Veterans Benefits and Services .................... 1.30 16.80 .................... 1.30 17.65 .................... 1.20 18.75 .................... 1.10 20.90 ..................
920: A llow ances ........................................................................................................................................................................................................... . 0.70 - 1.00 .................... -- 1.30 - 1.80 ..................

Total .......................................................................................... 51.95 68.80 68.25 38.05 74.60 68.25 37.00 73.00 68.25 36.45 76.90 68.25
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E. Revision to the Fiscal Year 1985 Budget

The second budget resolution for fiscal year 1985 requires a revi-
sion to reflect a revised economic forecast, reestimates of spending
and revenues, action of the 98th Congress, and supplemental/re-
scission proposals.

The currrent level of spending is $1,016 billion in budget author-
ity and $933 billion in outlays. The outlay ceiling in the current
(fiscal year 1985) budget resolution has been breached, as has the
revenue floor. Supplemental appropriations for fiscal year 1985 will
further breach the outlay ceiling.

The proposed revisions to the resolution aggregates are as fol-
lows:

On-budget Off-budget Total budget

Budget authority ........................................................................................................... 1,039.10 21.40 1,060.50
O utlays ........................................................................................................................... 941.65 11.85 953.50
Revenues ........................................................................................................................ 736.05 ........................ 736.05
D eficit ............................................................................................................................. 205.60 11.85 217.45

For the current fiscal year, the revision contains the administra-
tion's proposed program supplemental appropriations totaling ap-
proximately $13,447 million in budget authority and pay supple-
mental appropriations totaling $2,452 million in budget authority.

The largest program supplemental appropriations are for pay-
ments to the CCC farm price support program ($3,936 million),
Social Security trust fund ($3,500 million), Israel/Egypt security as-
sistance ($2,008 million), guaranteed student loans ($665 million),
Food Stamp program ($319 million), embassy security enhancement
($245 million), and Veterans' compensation and readjustment bene-
fits ($219 million).

A functional analysis follows:

FUNCTIONAL ANALYSIS
[In billions of dollars]

House Budget Committee total
Committee Off-budget

unified budget -b e cmbudget
recommendation recommendation

Budget authority ................................................................. ........................ 1,039.10 21.40 1,060.50
O utlays .............................................................................................................. 941.65 11.85 953.50
Revenues ............................................................................................................ 736.05 0.00 736.05
D eficit ........................................................... ................................................. 205.60 11.85 217.45
D ebt S subject to lim it ................................................................................................................................................ 1,857.40

FUNCTION
050 National Defense:

Budget authority ...................................................................................... 291.55 0.00 291.55
O utlays ...................................................................................................... 252.00 0.00 252.00

150 International Affairs:
Budget authority ...................................................................................... 24.95 2.60 27.55
O utlays ...................................................................................................... 17.50 1.90 19.40

250 General science, space and technology:
Budget authority ...................................................................................... 9.10 0.00 9.10
O utlays ...................................................................................................... 8.80 - 0.05 8.75

270 Energy:
Budget authority ..................................................................................... .- 2.90 4.80 1.90



House Budget Committee total
Committee Off-budget budget

unified budget recommendation
recommendation

FUNCTION
Outlays ...................................................................................................... 2.85 4.20 7.05

300 Natural Resources and Environment
Budget authority ...................................................................................... 13.00 0.00 13.00
Outlays ...................................................................................................... 13.10 0.00 13.10

350 Agriculture:
Budget authority ...................................................................................... 22.55 6.20 28.75
Outlays ...................................................................................................... 18.95 2.05 21.00

370 Commerce and Housing Credit:
Budget authority ...................................................................................... 6.60 6.20 12.80
Outlays .................................................................................................... 2.95 2.90 5.85

400 Transportation:
Budget authority ...................................................................................... 29.35 0.00 29.35
Outlays ...................................................................................................... 26.20 0.00 26.20

450 Community and Regional Development:
Budget authority ...................................................................................... 6.80 1.60 8.40
Outlays ...................................................................................................... 7.85 0.90 8.75

500 Education, Training, Employment and Social Services:
Budget authority ...................................................................................... 32.65 0.00 32.65
Outlays ...................................................................................................... 31.10 0.00 31.10

550 Health:
Budget authority ...................................................................................... 33.55 0.00 33.55
Outlays ...................................................................................................... 33.50 0.00 33.50

570 Medicare:
Budget authority ...................................................................................... 71.75 0.00 71.75
Outlays ...................................................................................................... 65.20 0.00 65.20

600 Income Security:
Budget authority ...................................................................................... 160.50 0.00 160.50
Outlays ...................................................................................................... 129.25 - 0.05 129.20

650 Social Security:
Budget authority ..................................................................................... 195.50 0.00 195.50
Outlays ...................................................................................................... 189.30 0.00 189.30

700 Veterans Benefits and Services:
Budget authority ...................................................................................... 27.40 0.00 27.40
Outlays ...................................................................................................... 26.50 0.00 26.50

750 Administration of Justice:
Budget authority ...................................................................................... 6.65 0.00 6.65
Outlays ...................................................................................................... 6.45 0.00 6.45

800 General Government:
Budget authority ...................................................................................... 5.80 0.00 5.80
Outlays ...................................................................................................... 5.85 0.00 5.85

850 General Purpose Fiscal Assistance:
Budget authority ...................................................................................... 6.40 0.00 6.40
Outlays ...................................................................................................... 6.40 0.00 6.40

900 Net Interest:
Budget authority ...................................................................................... 129.95 0.00 129.95
Outlays ...................................................................................................... 129 .95 0.00 129.95

920 Allowances:
Budget authority ...................................................................................... 0.30 0.00 0.30
Outlays ...................................................................................................... 0.30 0.00 0.30

950 Undistributed Offsetting Receipts:
Budget authority ...................................................................................... - 32.35 0.00 - 32.35
Outlays ...................................................................................................... - 32.35 0.00 -32.35

F. Debt Subject to Limit

The Committee recommends public debt levels for the end of
fiscal years 1985, 1986, 1987, and 1988 calculated as follows:
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Public debt subject to limit

[In billions of dollars]

Fiscal year 1985 debt: Resolution
Debt Septem ber 30, 1984 ................................................................................ 1,573.00
Fiscal year 1985 total deficit ......................................................................... 217.45
Trust fund surplus fiscal year 1985 .............................................................. 1 66.30
Other adjustm ents ........................................................................................... 0.65

Total .............................................................................................................. 1,857.40

Fiscal year 1986 debt:
Debt Septem ber 30, 1985 (estim ated) ........................................................... 1,857.40
Fiscal year 1986 total deficit ......................................................................... 173.15
Trust fund surplus fiscal year 1986 .............................................................. 57.70
Other adjustm ents ........................................................................................... 1.45

Total ............................................................................................................... 2,089.70

Fiscal year 1987 debt:
Debt Septem ber 30, 1986 (estim ated) ........................................................... 2,089.70
Fiscal year 1987 total deficit ......................................................................... 162.50
Trust fund surplus fiscal year 1987 .............................................................. 67.40
Other adjustm ents .......................................................................................... 1.10

Total ............................................................................................................... 2,320.70

Fiscal year 1988 debt:
Debt September 30, 1987 (estim ated) ........................................................... 2,320.70
Fiscal year 1988 total deficit ......................................................................... 124.40
Trust fund surplus fiscal year 1988 .............................................................. 90.40
Other adjustm ents.... ...................................................................................... 1.00

Total ............................................................................................................ 2,536.50
'Includes $11.8 billion which would have been credited in the previous year except for debt

ceiling constraints.

The following table presents historical data on the debt subject to
limit (which includes virtually all of the gross public debt outstand-
ing) along with the projected values under current policy (the Com-
mittee baseline) and the Committee recommendation. It indicates
that in the four years between the end of fiscal year 1981 and the
end of fiscal year 1985, more new Federal debt will have been cre-
ated than in the entire 35 years from the end of World War II
through 1981. The debt outstanding as of the end of 1981 will be
doubled in five years and, under current policies, tripled by 1989.

Debt subject to limit

[In billions of dollars]End of fiscal year:
1946 ........................................................................................................................... 268.9
1981 ........................................................................................................................... 998.8
1984 ........................................................................................................................... 1,573.0

Projected

Crret poli CommitteeCurn oiy recommendation

End of fiscal year
1985 ....................................................................................................................................... 1,849.70 1,857.40
1986 ....................................................................................................................................... 2,134.45 2,089.70
1987 ....................................................................................................................................... 2,443.20 2,320.70
1988 ....................................................................................................................................... 2,772.65 2,536.50



V. ENFORCEMENT PROCEDURES AND MISCELLANEOUS
PROVISIONS

Adoption of a budget resolution will mark only the beginning of
the budget-process. For the budget plan incorporated in this resolu-
tion to become a real budget, it must be implemented. The resolu-
tion assumes implementation of the budget plan in a variety of
ways.

Enforcement Procedures Contained in This Resolution

A. RECONCILIATION PROCESS

Section 3 of the resolution contains reconciliation instructions di-
recting ten House committees to consider legislation to change
spending for fiscal years 1986, 1987, and 1988 sufficient to achieve
the assumed policy changes in direct spending.

Section 3 of the resolution instructs the committees to submit
their reconciliation recommendations to the Committee on the
Budget not later than 30 calendar days after final action on this
resolution. The Committee on the Budget will assemble the various
recommendations into one omnibus reconciliation bill without sub-
stantive revisions and report the omnibus bill to the House.

BACKGROUND

The Budget Act contemplated that it might be necessary to im-
plement a procedure, known as reconciliation, in order to imple-
ment 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, Congress has
utilized the reconciliation process in conjunction with the First
Budget Resolution since fiscal year 1981.

Section 301(b)(2) of the Budget Act provides the authority for this
action. The section provides that the first budget resolution may re-
quire any.procedure "which is considered appropriate to carry out
the purpose of this Act".

WHAT THE RECONCILIATION INSTRUCTIONS PROVIDE

Reconciliation instructions contained in the First Budget Resolu-
tion for fiscal year 1986 directs ten House committee to report leg-
islation reducing outlays by $110 billion in fiscal year 1986. Recog-
nizing the need to reduce future deficits as well, the instructions
also express Congress' intent that in fiscal years 1987 and 1988 out-
lays be reduced by $10.5 billion and $15.6 billion respectively.

The reconciliation instructions in the resolution assume some re-
ductions in Medicare outlays. It is the Committee's intention that
none of the savings directed to be achieved in Medicare shall come
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from provisions that increase costs to beneficiaries, including in-
creases in premiums, or reduced services provided to beneficiaries.

It should be noted that the instructions for reductions in Medi-
care outlays for the Committee on Energy and Commerce contain
reductions equivalent to amounts also assigned to the Committeee
on Ways and Means because of the overlapping jurisdiction of
those Committees over Part B of Medicare. This procedure is fol-
lowed because the budget resolution does not instruct the commit-
tees concerning the division of Medicare savings between Parts A
and B of the program. In determining whether the reconciliation
instructions have been met by the Committee on Energy and Com-
merce, the Committee will examine the unduplicated reduction in
Medicare outlays included in the reconciliation recommendations
of both Committees, including the extent to which the committee
on Ways and Means meets the Medicare reconciliation instructions
through an increase in revenues.

It is the intent of the Committee that the Committee on Ways
and Means is given flexibility in meeting its outlays reconciliation
instruction which is described in Section 3(k) of the Resolution. The
Committee may fulfill this instruction by outlay reductions, reve-
nue increases or any combination thereof.

Provided that the reconciliation bill, other direct spending bills,
and revenue bills meet the deficit reduction targets for the Com-
mittee on Ways and Means, it is also the understanding of the
Committee that this flexibility shall be reflected in any subsequent
implementation and enforcement of the resolution, including the
allocation under section 302(a) of the Congressional Budget and Im-
poundment Control Act of 1974.

The following House committees are affected by reconciliation in-
structions: Agriculture, Education and Labor, Energy and Com-
merce, Governmental Operations, Interior and Insular Affairs,
Merchant Marine and Fisheries, Post Office and Civil Service,
Public Works and Transportation, Veterans' Affairs, and Ways and
Means.

RECONCILIATION SAVINGS

Reconciliation savings assumed in the resolution total $37.1 bil-
lion over three years. A breakdown of these savings follows:

Fiscal years-

1986 1987 1988

BA 0 BA 0 BA 0

House Agriculture Committee: 350 Agriculture Pro-
grams ........................................................................... - 1,000 - 1,000 - 1,800 -1,800 - 4,100 - 4,100

Total House Agriculture ............... -1,000 -1,000 -1,800 -1,800 -4,100 -4,100

House Education and Labor. 600 PBGC Premium .......................... - 300 ................... - 300 ................... -300

Total House Education and Labor .................- 300 -300 ................... -300

House Energy and Commerce: 570 Medicare ............. (-3,423) ................... (-4,277) ................... (-5,145)

Total House Energy and Commerce ............... -3,423 ............... ..- 4,277 ................... -5,145



Fiscal years-

1986 1907 1988
BA 0 BA 0 BA 0

House Government Operations Committee:
850 Cut general revenue sharing by 25 per-cent in fiscal year 1986 ..................... -- 1,142
920 Change in overtime provisions ...................... -570

TotaLHouse Government Operations ............... -1,712

House Interior. 950 OCS ............................ -4,000

Total House Interior .......................................... -4,000

House Merchant Marine and Fisheries: 400 Coast
Guard user fees ........................................................... - 50

Total House Merchant Marines and Fisher-
ies .................................................................... - 50

House Post Office and Civil Service Committee:
550 FEHB Reserve ..............................
2087-hour year ....................... -145

Total House Post Office and Civil Service -145

House Public Works and Transportation: 400 High-
way obligation ceiling .............................

Total House Public Works and Transporta-
finn

House Veterans' Affairs Committee: 700 Miscella-
neous cuts ................................................................. -300

Total House Veterans' Affairs .......................... -300

House Ways and Means Committee:
570 Medicare .................................
800 Customs Service user fees ............................ -473
600 PBGC Premium ............. .................. . (.. )

Total House Ways and Means .......................... -473

Grand total Committee recommendation . -7,680 -11,017

-856 -4,777 -3,815 -5,004 -4,947
-70 -610 -285 -635 -510

-926 -5,387 -4,100 -5,639 -5,457

-4,000 1,504 1,504 1,029 1,029

-4,000 1,504 1,504 1,029 1,029

-50 -50 -50

-50 -50 -50

-50 -50

-50 -50

.-145 -145 -145 -154 -154

-445 -145 -145 -154 -154

- 100 ................... - 500 ................... - 600

.............. . -100 ................... - 500 ................... - 600

-300 -300 -300 -300 -300

-300 -300 -300 -300 -300

- 3,423 ................... - 4,277
-473 -493 -493

(-300) (.) (-300)

................... - 5,145
-513 -513
(.) (-300)

-4,196 -493 -5,070 -513 -5,958

-6,671 -10,461 -9,727 -15,590

B. AUTOMATIC SECOND BUDGET RESOLUTION

Section 4(a) of the resolution provides that, if Congress has not
completed action on the second budget resolution by October 1,
1985, then the levels set-forth in the first resolution would become
the spending ceilings and the revenue floor in fiscal year 1986 for
purposes of section 311(a) of the Congressional Budget Act.

Assuming Congress has not adopted a second resolution by Octo-
ber 1, the aggregate spending and revenue levels set forth in the
first budget resolution would be the benchmark used in determin-
ing if a point of order would lie against a measure for breaching
the spending ceiling or revenue floor. The point of order would be
triggered regardless of the status of congressional action on any
reconciliation contained in this resolution.

Section 4(b) of the resolution would exempt spending measures
from the section 311(a) point or order if such a measure is within
the committee's section 302(a) total allocation of new discretionary
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budget authority or new entitlement authority for fiscal year 1986
regardless of whether the aggregate spending ceiling is breached or
would be breached by enactment of such measure. However, sec-
tion 4(b) would be applicable only if the aggregate spending levels
and revenue floor set forth in this resolution become binding on
October 1 as triggered pursuant to section 4(a) of the resolution. It
should be noted that under this procedure neither the total level of
outlays nor a committee's estimated outlays allocation is consid-
ered.

Section 4(c) of the resolution clarifies the treatment of legislation
that would bring off-budget spending into the unified budget in re-
lation to spending ceilings triggered by subsection (a). Subsection
(c) provides that for purposes of enforcing the budget ceilings if leg-
islation is enacted to include certain off-budget spending, in
amounts assumed in the resolution, in the unified budget totals the
resulting change in overall budget totals will be disregarded. The
purposes of this subsection is to prevent other legislation from
being penalized if off-budget programs are brought on-budget.

The off-budget amounts assumed by the Committee in this reso-
lution are described below.

Function and Agency Program BA Out

450 Department of Agriculture .............................. REA, Rural telephone bank stock .......................... 30 30
450 Department of Agriculture .............................. Rural telephone bank .............................................. 132 93
270 Department of Energy ..................................... SPRO Oil purchases ................................................ 558 582
50 Federal Financing Bank ..................................... Defense Production ................................................. 0 0
150 .......................................................................... O P IC .......................................................................... 0 - 5
150 ........................................................................... Foreign Military Credit .................. 1,269 480
250 ........................................................................... Space Flight, et cetera ................... 0 - 107
270 ........................................................................... Geothermal Resources Development ..................... 14 14
270 .......................................................................... IV A Fund ................................................................. 87 87
270 ........................................................................... Rural Electrification Adm inistration ...................... 2,089 1,859
350 ........................................................................... A C IF .......................................................................... 3,889 2,639
370 ........................................................................... R H IF .......................................................................... 1,462 1,462
370 ........................................................................... SBA Program s ................. . ............... 446 308
400 Y ................................................................... Railroad Rehab .......................... . . ........... . 5 - 7
450 ........................................................................... Com m unity Developm ent Grants ........................... 120 40
450 ........... .................................. .......................... HUD Liquidating Program s .................................... 0 - 1
450 ...... ............................... .......................... RD IF ................. . ..................... 50 1 471
550 ........................................................................... Medical Facilities Fund ................... 0 - 6
550 ........................................................................... H M O Fund ................................................................ 1 - 4
600 ........................................................................... Low-rent Public Housing ............................. . ...... 0 - 35
800 .......................................................................... Federal Buildings Fund ................... 0 - 5
800 ........................................................................... Virgin Islands ........ ..................... 0 - 1

Subtotal, FFB ........................................................... 10,44 1 7,771
370 Postal Service ................................................... Postal Service Fund ................................................ 790 10

Total .. ....................................... ......................... 11,393 8,074

Finally, section 4(d) of the resolution provides that if Congress
subsequently adopts a second concurrent budget resolution for
fiscal year 1985, all of the provisions of section 4 would cease to
apply.



C. MISCELLANEOUS PROVISIONS

WIC FUNDING

Section 5 of the resolution expresses the sense of the Congress
that the amount of budget authority and outlays set forth in the
resolution for the functional category of Income Security for fiscal
year 1985 are sufficient to ensure that $1.5 billion is apportioned
among the states to carry out the WIC program and further it is
assumed that the Office of Management and Budget should release
the full amount appropriated for the WIC program in fiscal year
1985.

INTERNATIONAL MONETARY CONFERENCE

Section 6 of the resolution expresses the sense of the Congress
that the Administration should call for the convening of an inter-
national monetary conference this year with the express purpose of
exploring options to stabilize currency exchange rates, reduce in-
terest rates, promote maximum domestic and world economic
growth and help assure domestic price stability.

TAX REFORM

Section 7 of the resolution expresses the sense of the House that
broad-based tax reform should be adopted as soon as possible, while
providing "increased incentives for work, savings, and investment".

LIMITING SOCIAL SECURITY BENEFITS TO ILLEGAL AND NON-RESIDENT

ALIENS

Section 8 of the resolution expresses the sense of the Congress
that limitations should be placed on the amount of social security
benefits paid to illegal and non-resident aliens.

PRESIDENT'S PRIVATE SECTOR SURVEY ON COST CONTROL

Section 9 of the resolution expresses the sense of the House of
Representatives that each of the standing committees of the House
should review and study, on the continuing basis, those portions of
the President's Private Sector Survey on Cost Control affecting
matters within their jurisdiction.

D. ALLOCATIONS, SCOREKEEPING, AND ENFORCEMENT

Section 302(a) of the Budget Act provides that the statement of
managers accompanying a conference report on a budget resolution
shall allocate the appropriate amounts of spending contained in
the resolution to the committees with jurisdiction over such spend-
ing.

Amounts allocated to committees
The method for allocating the First Budget Resolution totals will

be the same this year as in the past three years. Budget authority,
outlays and entitlement authority are allocated. All permanent ap-
propriations of budget authority and/or outlays are allocated to the
committee that wrote the permanent law. All "current" appropria-



tions-amounts to be provided by this year's appropriation bills-
are allocated to the Appropriations Committee. Entitlement au-
thority is also allocated to committees. All amounts associated with
an existing entitlement law are allocated to the authorizing com-
mittee that wrote the law. This is the case whether the entitlement
is funded by permanent or current appropriations.

Separation between current level and discretionary action
All amounts-budget authority, outlays, and entitlement author-

ity-are allocated in two separate components, "Current Level"
and "Discretionary Action". Current level refers to existing per-
manents, entitlements, and "prior-year" outlays from discretionary
appropriations. Discretionary action refers to all amounts assumed
in the First Budget Resolution but not yet enacted into law for
"direct spending" legislation and for 1986 discretionary appropria-
tions. There is only one target for discretionary action entitlement
authority, applying to all entitlement legislation whether funded
through federal, revolving, or trust funds. The discretionary action
allocation of budget authority, outlays, and entitlement authority
would include any assumed legislative increase or decrease to exist-
ing permanent or entitlement law, and all new discretionary appro-
priations for fiscal year 1986. This category covers the spending
bills that Congress will consider this session. The term "discretion-
ary action" corresponds to "new discretionary budget authority"
and to "new spending authority described in section 401(c)(2)(C)" as
used in section 4 in the resolution.

Section 302(b) subdivisions by committees
Section 302(b) of the Act provides that following adoption of the

budget resolution each committee shall subdivide its section 302(a)
allocation; the Appropriations Committee subdivides its amounts
among its 13 subcommittees, while other committees subdivide
either by subcommittee or by program. The subdivisions of the allo-
cated amounts that are filed by committees should also be separat-
ed into current level and discretionary action components, pursu-
ant to Section 302(b)(2)(B) of the Act.

These subdivisions become the official scorekeeping targets that
the House uses in measuring spending bills. For this reason, it is
necessary that each committee file its 302(b) subdivisions.

Scorekeeping and enforcement
The discretionary action allocations (committee totals) provide

the scorkeeping targets that apply to two provisions enforcing First
Budget Resolutions assumptions: the Section 4(b) exception and
Sec. 401(b) referral. In addition, reported bills providing new enti-
tlement authority in excess of the discretionary action allocation or
subdivisions of entitlement authority are sequentially referred to
the Appropriations Committee, pursuant to Section 401(b) of the
Act. Section 401(d) exempts certain entitlement legislation from re-
ferral even if the discretionary action subdivision of entitlement
authority is exceeded.



VI. BACKGROUND AND NATURE OF THE RESOLUTION

SUMMARY OF THE RESOLUTION

The resolution establishes aggregate targets for revenues, budget
authority, outlays, deficit, public debt, and Federal credit activities,
as well as functional category targets.

The resolution also includes reconciliation instructions to com-
mittees, as well as procedures for an automatic second budget reso-
lution and miscellaneous measures.

Finally, pursuant to Public Law 96-38, adoption of the Confer-
ence Report on the First Budget Resolution for Fiscal Year 1986
will set into motion the process for determining the public debt
limit for fiscal years 1985 and 1986.

DEVELOPMENT OF THE RESOLUTION

The resolution was developed after extensive hearings by the full
Committee and special task forces established to hear testimony
from specific groups interested in the budget.

In February, the President submitted his economic report and
budget proposals for fiscal year 1986. As required under the Budget
Act, all House and joint committees submitted their reports com-
menting on the President's budget proposals and setting forth their
views and estimates for appropriate levels of spending for pro-
grams within their jurisdictions (For the full text of the reports see
House Budget Committee Print CP-3). The Committee also re-
ceived 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 appro-
priate 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
James Baker, Defense Secretary Caspar Weinberger, Health and
Human Services Secretary Margaret Heckler, Housing and Urban
Development Secretary Samuel Pierce, Agriculture Secretary John
Block, Commerce Secretary Malcolm Baldrige, and Office of Man-
agement and Budget Director David Stockman.

In addition, testimony was received from Members of Congress,
Federal Reserve Board Chairman Paul Volcker and Congressional
Budget Office Director Rudolph Penner, as well as a number of dis-
tinguished economists and representatives from labor, business,
and public interest groups. The Committee also held regional hear-
ings on the fiscal year 1986 budget in New York City; Lansing,
Michigan; Irving, Texas; San Francisco, California; Atchison,
Kansas; and Miami, Florida.



PROVISIONS OF LAW RELATING TO THE RESOLUTION

Adoption of the First Budget Resolution is a key point in the con-
gressional budget process. Prior to its adoption, it is not in order to
consider new spending bills for fiscal year 1986 or changes in reve-
nues or the public debt for fiscal year 1986. In order to promote
timely action on appropriations bills, the Budget Act requires that
all authorizations for fiscal year 1986 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 ON THE BUDGET RESOLUTION

Federal credit control.-Section 301(a)(6) of the Budget Act pro-
vides for the inclusion in a budget resolution of "such other mat-
ters relating to the budget as may be appropriate to carry out the
purposes of this Act." The Congress has long been concerned about
the impact of Federal credit activities on financial markets, the
economy, and the Federal budget. Beginning with the First Concur-
rent Resolution on the Budget for Fiscal Year 1981, Congress has
included an advisory credit budget in the resolution. In order to
continue providing this information to Congress, the budget resolu-
tion includes nonbinding targets for the aggregate amounts of new
direct loan obligations and new loan guarantee commitments
which the Federal Government may incur or enter into during
fiscal years 1986, 1987, and 1988.

Total Budget: On-Budget and Off-Budget Spending.-Section 606
of the Budget Act authorizes the Committee to study off-budget
agencies and report its findings to the House:

SEC. 606. The Committee on the Budget of the House of
Representatives and the Senate shall study on a continu-
ing basis those provisions of law which exempt agencies of
the Federal Government, or any of their activities or out-
lays, from inclusion in the Budget of the United States
Government transmitted by the President under section
201 of the Budget and Accounting Act, 1921. Each commit-
tee shall, from time to time, report to its House its recom-
mendations for terminating or modifying such provisions.

The Committee recommendation includes two sets of numbers.
One official set covers the Committee assumptions regarding "on-
budget" spending. The other, larger, advisory set covers the sum of
both on-budget and off-budget spending. This sum is called the
total budget.

Unless a program is explicitly placed off-budget, it is considered
to be on-budget (i.e., part of the so-called "unified budget"). Federal
programs are "off-budget" if their authorizing statute contains lan-
guage that prohibits their being counted in the Federal budget. Ex-
amples of off-budget programs are the oil purchases account of the
Strategic Petroleum Reserve, the Federal Financing Bank, and the
Rural Electrification Administration.

All previous budget resolutions have addressed only on-budget
spending, conforming to the various statutes that require the exclu-



sion of off-budget amounts, However, the President's fiscal year
1986 budget document integrated the activities of some off-budget
entities with those on-budget account and assumed the elimination
of or substantial reduction in these programs. The enactment of
legislation is necessary to legally designate off-budget activities as
part of the unified budget. The Senate budget resolution S. Con.
Res. 32, is also presented on a total budget basis.

Therefore, for the purposes of comparison with other budgets and
to show the total budgetary impact of the policies assumed by the
Committee, budget figures are presented on a total budget basis
(section 2 of the resolution). These figures, however, are strictly ad-
visory. The Committee also presents the on-budget figures that are
consistent with its policy assumptions (section 1 of the resolution).
These on-budget figures are the official figures for the purposes of
the Budget Act. They would be used for committee crosswalks pur-
suant to Section 302(a) and budget ceilings pursuant to Section
311(a). Likewise, the reconciliation targets cover on-budget
amounts.

The Committee has taken no position regarding the President's
proposal to bring off-budget spending on budget. Recognizing that
Congress may choose to bring some or all such programs on budget,
Section 4(c) of the resolution is designed to allow a program to be
brought on budget without causing problems with the scorekeeping
and enforcement that occurs pursuant to the Congressional Budget
Act.

Implementation measures to reduce the deficit.-The necessary
reduction of Federal deficits will require Congress to limit the
growth in existing programs and carefully consider new initiatives.
To insure that the proposed reductions of the deficits will occur,
this resolution implements several procedures: reconciliation in-
structions and provisions for an automatic second budget resolu-
tion. Section 301(b) of the Congressional Budget Act constitutes au-
thority to include these procedures in the First Budget Resolution.

Section 301(b) 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 re-
quired 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 section 310(c), until Congress
has completed action on that bill or resolution, or both; and

(2) any other procedures which is considered appropriate to
carry out the purposes of this Act.

A more detailed explanation of these implementation procedures
is provided elsewhere in this report.

Revisions of budget resolutions.-Section 304 of the Budget Act
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 recommended
budget resolution revises the Concurrent Resolution on the Budget
for Fiscal Year 1985.

Public debt limit.-Pursuant to Public Law 96-38, enacted Sep-
tember 29, 1979, the debt for fiscal years 1985 and 1986 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 in the House blends the public debt limit into the
congressional budget process which, by setting the budget totals,
determines what amount of debt must be outstanding.

The amount approved in the resolution then becomes the sub-
stance of a joint resolution to be sent to the Senate for its approval.
After favorable action by the Senate, the joint resolution is for-
warded to the President for his signature.

Legislative jurisdiction over the public debt remains in the Com-
mittee on Ways and Means. The 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 on May 15 and 16,
1985. Twice during the proceedings the Committee closed the
markup pursuant to committee rules and in accordance with House
Rule XI, clause 2(g)(1). The Committee ordered the Resolution re-
ported on May 16, 1985 by a vote of 21 ayes and 12 nays, a quorum
being present.



VII. SUMMARY TABLES

FUNCTIONAL ANALYSIS
[in billions of dollars)

House Budget Committee unified budget House Budget Committee off-budget House Budget Committee total budget
recommendation recommendation reconnendation

1986 1987 1988 1986 1987 1988 1986 1987 1988

Budget Authority ........................................................................................................... 1,051.50 1,125.70 1,205.30 11.40
Outlays ............................................................................................................................ 959.10 1,022.45 1,073.65 8.15
Revenues ........................................................................................................................ 794.10 866.00 955.60 0.00
Deficit ............................................................................................................................ 165.00 156.45 118.05 8.15

Function
050 National defense:

7.50 1,062.90 1,134.30 1,212.80
6.35 967.25 1,028.50 1,080.00
0.00 794.10 866.00 955.60
6.35 173.15 162.50 124.40

Budget authority .................................................................................................. 292.60 312.70 335.40 ........................................................................ 292.60 312.70 33 5.40
Outlays .................................................................................................................. 267.10 285.20 303.90 ........................................................................ 267.10 285.20 303.90

150 International affairs:
Budget authority .................................................................................................. 20.50 19.95 20.40 1.25 0.60 0.20 21.75 20.55 20.60
Outlays .................................................................................................................. 18.10 17.10 16.80 0.50 - 0.20 - 0.60 18.60 16.90 16.20

250 General science, space and technology:
Budget authority .................................................................................................. 9.10 9.05 9.10 0.00 0.00 0.00 9.10 9.05 9.10
Outlays .................................................................................................................. 9.00 9.00 9.05 - 0.10 - 0.10 - 0.10 8.90 8.90 8.95

270 Energy:
Budget authority .................................................................................................. 3.35 3.65 3.00 2.75 2.40 2.15 6.10 6.05 5.15
Outlays .................................................................................................................. 3.20 3.15 3.00 2.55 2.20 1.65 5.75 5.35 4.65

300 Natural resources and environment:
Budget authority .................................................................................................. 13.10 13.40 13.65 ........................................................................ 13.10 13.40 13.65
Outlays ................................................................................................................. 13.00 12.80 13.20 ........................................................................ 13.00 12.80 13.20

350 Agriculture:
Budget authority .................................................................................................. 14.65 16.15 14.40
Outlays .................................................................................................................. 13.15 15.55 14.05

370 Commerce and housing credit:
Budget authority .................................................................................................. 6.15 6.05 6.40
Outlays .................................................................................................................. 2.65 2.65 2.80

400 Transportation:

3.90 1.80 1.30 18.55 17.95 15.70
2.65 1.40 0.95 15.80 16.95 15.00

2.70 3.25 3.10 8.85 9.30 9.50
1.95 2.35 3.90 4.60 5.00 6.70

Budget authority .................................................................................................. 28.40 30.45 31.30 ........................................................................ 28.40 30.45 31.30
Outlays ................................................................................................................ 26.45 28.95 29.50 ........................................................................ 26.45 28.95 29.50



VII. SUMMARY TABLES-Continued
[In billions of dollars]

House Budget Committee unified budget House Budget Committee off-budget House Budget Committee total budget

recommendation recommendation recommendation

1986 1987 1988 1986 1987 1988 1986 1987 1988

450 Community and regional development:
Budget authority ................................................................................................. 6.75 7.25
Outlays .................................................................................................................. 7.50 7.60

500 Education, training, employment and social services:
Budget authority .................................................................................................. 32.05 33.00
Outlays .................................................................................................................. 31.15 32.10

550 Health:
Budget authority ................................................................................................. 36.10 38.60
Outlays ................................................................................................................. 35.60 38.30

570 Medicare:
Budget authority .................................................................................................. 81.95 91.55
Outlays .............................................................. ................................................ 68.25 75.55

600 Income security:
Budget authority ................................................................................................. 158.25 167.40
Outlays ............................................................................... ............................... 121.80 127.85

650 Social security:.
Budget authority .................................................................................................. 207.20 224.75
Outlays .................................................................................................................. 200.80 214.05

700 Veterans benefits and services:
Budget authority ................................................................................................. 27.45 27.65
Outlays .................................................................................................................. 26.80 27.35

750 Administration of justice:
Budget authority ................................................................................................. 6.90 7.05
Outlays .................................................................................................................. 6.80 7.00

800 General government:
Budget authority .................................................................................................. 5.35 5.30
Outlays .................................................................................................................. 5.30 5.20

850 General purpose fiscal assistance:
Budget authority .................................................................................................. 5.35 1.95
Outlays .................................................................................................................. 5.65 2.90

900 Net interest:
Budget authority .................................................................................................. 140.95 150.95

7.35 0.80 0.55 0.75 7.55
7.35 0.65 0.45 0.60 8.15

33.70 ........................................................................ 32.05
32.95 ........................................................................ 31.15

41.15 ................................. 36.10
40.80 ........................................................................ 35.60

95.55 ........................................................................ 81.95
84.60 ........................................................................ 68.25

175.80 ........................................................................ 158.25
133.90 -0.05 -0.05 -0.05 121.75

264.65 ........................................................................ 207.20
228.30 ........................................................................ 200.80

28.05 ........................................................................ 27.45
27.80 ................................................................ 26.80

7.20 ........................................................................ 6.90
7.15 ........................................................................ 6.80

5.45 ........................................................................ 5.35
5.45 ........................................................................ 5.30

2.10 ........................................................................ 5.35

2.10 ........................................................................ 5.65

153.85 ........................................................................ 140.95

7.80
8.05

33.00
32.10

38.60
38.30

91.55
75.55

167.40
127.80

224.75
214.05

27.65
27.35

7.05
7.00

5.30
5.20

1.95

2.90

150.95

8.10
7.95

33.70
32.95

41.15
40.80

95.55
84.60

175.80
133.85

264.65
228.30

28.05
27.80

7.20
7.15

5.45
5.45

2.10
2.10

153.85



Outlays ...........................................................................................................
920 Allowances:

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

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

140.95 150.95 153.85 ........................................................................ 140.95 150.95 153.85

- 4.90 - 4.60 - 3.45 ........................................................................ - 4.90 - 4.60 - 3.45
- 4.40 - 4.25 - 3.15 ........................................................................ - 4.40 - 4.25 - 3.15

- 39.75 - 36.55 - 39.75 ..................................................................... - - 39.75 - 36.55 - 39.75
- 39.75 - 36.55 - 39.75 ........................................................................ - 39.75 - 36.55 - 39.75



FUNCTIONAL ANALYSIS
[In billions of dollars]

House Budget Committee recommendation Senate passed budget resolution (May 9, Senate passed over/under HBC
(May 20, 1985) 1985) recommendation

1986 1987 1988 1986 1987 1988 1986 1987 1988

Budget authority ........................................................................................................ 1,062.90 1,134.30 1,212.80 1,069.50 1,132.80 1,212.90 6.60 - 1.50 0.10
Outlays ................................................... 967.25 1,028.50 1,080.00 965.00 1,011.10 1,060.20 -2.25 -17.40 - 19.80
Revenues ................................................. 794.10 866.00 955.60 793.60 866.30 955.90 -0.50 0.30 0.30
Deficit ............................................................................................................................ 173.15 162.50 124.40 171.40 144.80 104.30 - 1.75 - 17.70 -20.10
Debt subject to limit .................................................................................................... 2,089.70 2,320.70 2,536.50 2,086.50 2,312.70 2,525.20 - 3.20 - 8.00 - 11.30

Function

050 National Defense:
Budget authority ................................................................................................ 292.60 312.70 335.40 302.50 323.50 346.80 9.90 10.70 11.40
Outlays ................................................................................................................ 267.10 285.20 303.90 273.10 292.10 313.00 6.00 6.90 9.10

150 International affairs:
Budget authority ................................................................................................. 21.75 20.55 20.60 21.20 20.40 20.70 - 0.55 - 0.15 0.10 00
Outlays ................................................................................................................ 18.60 16.90 16.20 17.80 17.10 16.70 -0.80 0.20 0.50 "o

250 General science, space and technology:
Budget authority .............................................................................................. . 9.10 9.05 9.10 9.10 9.00 9.30 0.00 - 0.05 0.20
Outlays ........ ......................................... 8.90 8.90 8.95 9.00 8.80 9.00 0.10 -0.10 0.05

270 Energy:
Budget authority .................................................................................................. 6.10 6.05 5.15 5.20 5.20 4.90 - 0.90 - 0.85 - 0.25
Outlays ................................................................................................................. 5.75 5.35 4.65 5.10 4.60 4.20 - 0.65 -0.75 - 0.45

300 Natural resources and environment:
Budget authority .................................................................................................. 13.10 13.40 13.65 12.20 12.60 12.80 - 0.90 -0.80 -0.85
Outlays .................................................................................................................. 13.00 12.80 13.20 12.50 12.40 12.50 - 0.50 - 0.40 - 0.70

350 Agriculture:
Budget authority .................................................................................................. 18.55 17.95 15.70 17.20 17.70 17.00 - 1.35 - 0.25 1.30
Outlays ................................................. 15.80 16.95 15.00 14.50 15.80 12.90 -1.30 1.15 -2.10

370 Commerce and housing credit:
Budget authority .................................................................................................. 8.85 9.30 9.50 6.80 5.60 6.10 - 2.05 -3.70 - 3.40
Outlays .................................................................................................................. 4.60 5.00 6.70 3.40 2.30 5.10 - 1.20 - 2.70 -1.60

400 Transportation:
Budget authority ................................................................................................. 28.40 30.45 31.30 27.20 27.90 27.30 - 1.20 - 2.55 - 4.00
Outlays ............................................................................................................... 26.45 28.95 29.50 26.10 27.70 27.40 - 0.35 - 1.25 - 2.10



450 Community and regional development:
Budget authority .................................................................................................. 7.55 7.80 8.10 6.60 6.70 7.10 - 0.95 - 1.10 - 1.00
Outlays .................................................................................................................. 8.15 8.05 7.95 7.90 7.10 6.70 - 0.25 - 0.95 - 1.25

500 Education, training, employment and social services:
Budget authority ................................................................................................. 32.05 33.00 33.70 30.10 30.70 31.30 - 1.95 - 2.30 - 2.40
Outlays .................................................................................................................. 31.15 32.10 32.95 30.30 29.90 30.40 -0.85 -2.20 -2.55

550 Health:
Budget authority .................................................................................................. 36.10 38.60 41.15 35.70 38.20 40.80 - 0.40 - 0.40 - 0.35
Outlays .................................................................................................................. 35.60 38.30 40.80 35.30 37.80 40.30 - 0.30 - 0.50 - 0.50

570 Medicare:
Budget authority .................................................................................................. 81.95 91.55 95.55 81.90 91.20 94.80 - 0.05 - 0.35 - 0.75
Outlays .................................................................................................................. 68.25 75.55 84.60 68.30 74.80 82.70 0.05 - 0.75 - 1.90

600 Income security:
Budget authority .................................................................................................. 158.25 167.40 175.80 155.40 164.90 173.90 - 2.85 - 2.50 - 1.90
Outlays .................................................................................................................. 121.75 127.80 133.85 116.60 120.60 125.70 - 5.15 - 7.20 - 15

650 Social security:
Budget authority .................................................................................................. 207.20 224.75 264.65 207.40 225.50 266.10 0.20 0.75 1.45
Outlays ......................................... 200.80 214.05 228.30 194.90 205.90 220.00 -5.90 -8.15 -8.30

700 Veterans benefits and services:
Budget authority .................................................................................................. 27.45 27.65 28.05 26.70 26.80 27.20 - 0.75 - 0.85 - 0.85 00
Outlays .................................................................................................................. 26.80 27.35 27.80 26.10 26.20 26.70 - 0.70 - 1.15 - 1.10 Co

750 Administration of justice:
Budget authority ................................................................................................. 6.90 7.05 7.20 6.80 6.90 7.00 - 0.10 - 0.15 - 0.20
Outlays .......................................................................................................... 6.80 7.00 7.15 6.70 6.90 7.00 - 0.10 - 0.10 - 0.15

800 General government:
Budget authority .................................................................................................. 5.35 5.30 5.45 5.30 5.40 5.50 - 0.05 0.10 0.05
Outlays .................................................................................................................. 5.30 5.20 5.45 5.20 5.20 5.50 - 0.10 0.00 0.05

850 General purpose fiscal assistance:
Budget authority .................................................................................................. 5.35 1.95 2.10 6.50 2.00 2.10 1.15 0.05 0.00
Outlays .................................................................................................................. 5.65 2.90 2.10 6.50 3.20 2.10 0.85 0.30 0.00

900 Net interest:
Budget authority .................................................................................................. 140.95 150.95 153.85 142.30 152.10 153.90 1.35 1.15 0.05
Outlays .................................................................................................................. 140.95 150.95 153.85 142.30 152.10 153.90 1.35 1.15 0.05

920 Allowances:
Budget authority .................................................................................................. - 4.90 - 4.60 - 3.45 - 1.60 - 1.60 - 0.60 3.30 3.00 2.85
Outlays .................................................................................................................. - 4.40 - 4.25 - 3.15 - 1.60 -1.60 -0.50 2.80 2.65 2.65

950 Undistributed offsetting receipts:
Budget authority .................................................................................................. - 39.75 - 36.55 - 39.75 - 35.00 - 37.80 - 41.10 4.75 - 1.25 - 1.35
Outlays .................................................................................................................. - 39.75 - 36.55 - 39.75 - 35.00 - 37.80 - 41.10 4.75 - 1.25 - 1.35



FUNCTIONAL ANALYSIS
[in billions of dollars]

House Budget Committee's recommendation President's January budget submission President's January over/under HBC
(May 20, 1985) (February 4, 1985) recommendation

1986 1987 1988 1986 1987 1988 1986 1987 1988

Budget authority .......................................................................................................... 1,062.90 1,134.30 1,212.80 1,060.00 1,143.00 1,253.00 -2.90 8.70 40.20
Outlays ............................................................................................................................ 967.25 1,028.50 1,080.00 973.75 1,026.65 1,094.75 6.50 -- 1.85 14.75
Revenues ....................................................................................................................... 794.10 866.00 955.60 793.75 861.70 950.40 -0.35 -4.30 -5.20
Deficit ............................................................................................................................. 173.15 162.50 124.40 180.00 164.95 144.35 6.85 2.45 19.95
Debt subject to limit ......................................................................... .......................... 2,089.70 2,320.70 2,536.50 2,070.70 2,305.00 2,543.90 -19.00 -15.70 7.40

Function

050 National defense:
Budget authority ......................................... 292.60 312.70 335.40 322.20 363.25 411.45 29.60 50.55 76.05
Outlays .................................................................................................................. 267.10 285.20 303.90 285.65 321.15 358.40 18.55 35.95 54.50

150 International affairs:
Budget authority ................................................................................................. 21.75 20.55 20.60 20.55 20.00 19.10 - 1.20 -0.55 -1.50
Outlays ................................................................................................................. 18.60 16.90 16.20 18.35 16.90 15.85 -0.25 0.00 -0.35

250 General science, space and technology:
Budget authority ............................................................................................. 9.10 9.05 9.10 9.50 9.65 10.05 0.40 0.60 0.95
Outlays ............................................................................................................... 8.90 8.90 8.95 9.30 9.40 9.60 0.40 0.50 0.65

270 Energy:
Budget authority ........................................... 6.10 6.05 5.15 5.10 5.15 4.65 -1.00 -0.90 -0.50
Outlays ................................................................................................................. 5.75 5.35 4.65 4.65 4.15 3.05 - 1.10 - 1.20 - 1.60

300 Natural resources and environment:
Budget authority .................................................................................................. 13.10 13.40 13.65 10.90 10.25 9.85 -2.20 -3.15 -3.80
Outlays ......................................................................................................... 13.00 12.80 13.20 11.90 10.85 10.80 - 1.10 -1.95 -2.40

350 Agriculture:
Budget authority ............................................................................................. 18.55 17.95 15.70 13.05 12.25 11.55 -5.50 -5.70 -4.15
Outlays ................................................................................................................ 15.80 16.95 15.00 12.65 9.05 8.25 -3.15 -7.90 -6.75

370 Commerce and housing credit:
Budget authority ...................................................... ............................ 8.85 9.30 9.50 7.80 4.80 5.95 -1.05 -4.50 -3.55
Outlays ....... ......................................... 4.60 5.00 6.70 2.20 -1.15 - 1.85 -2.40 -6.15 -8.55

400 Transportation:
Budget authority .................................................................................................. 28.40 30.45 31.30 25.50 25.25 24.85 -2.90 -5.20 -6.45
Outlays ............................................................................................................. 26.45 28.95 29.50 25.85 24.60 24.20 -0.60 -4.35 -5.30



450 Community and regional development
Budget authority .................................................................................................. 7.55 7.80 8.10 5.15 5.15 5.65 - 2.40 - 2.65 -2.45
Outlays .................................................................................................................. 8.15 8.05 7.95 7.30 6.25 5.70 - 0.85 - 1.80 - 2.25

500 Education, training, employment and social services:
Budget authority .................................................................................................. 32.05 33.00 33.70 26.95 27.80 28.00 - 5.10 - 5.20 - 5.70
Outlays .................................................................................................................. 31.15 32.10 32.95 29.30 27.75 27.55 - 1.85 - 4.35 - 5.40

550 Health:
Budget authority .................................................................................................. 36.10 38.60 41.15 34.75 36.15 37.90 - 1.35 - 2.45 - 3.25
Outlays .................................................................................................................. 35.60 38.30 40.80 34.90 35.70 37.35 - 0.70 -2.60 - 3.45

570 Medicare: I
Budget authority ................................................................................................. 81.95 91.55 95.55 288.70 314.95 357.75 206.75 223.40 262.20
Outlays .................................................................................................................. 68.25 75.55 84.60 269.40 288.10 309.35 201.15 212.55 224.75

600 Income security:
Budget authority .................................................................................................. 158.25 167.40 175.80 144.15 152.05 162.10 - 14.10 - 15.35 - 13.70
Outlays .................................................................................................................. 121.75 127.80 133.85 115.75 118.90 123.40 - 6.00 - 8.90 - 10.45

650 Social security:
Budget authority .................................................................................................. 207.20 224.75 264.65 ........................................................................ - 207.20 - 224.75 - 264 .65
Outlays .................................................................................................................. 200.80 214.05 228.30 ........................................................................ - 200.80 - 214.05 -228.30

700 Veterans benefits and services:
Budget authority .................................................................................................. 27.45 27.65 28.05 27.40 27.75 28.35 - 0.05 0.10 0,30 00
Outlays .................................................................................................................. 26.80 27.35 27.80 26.75 26.90 27.65 - 0.05 - 0.45 - 0.15 CA

750 Administration of justice:
Budget authority .................................................................................................. 6.90 7.05 7.20 6.55 6.75 6.80 - 0.35 - 0.30 - 0.40
Outlays .................................................................................................................. 6.80 7.00 7.15 6.60 6.60 6.65 - 0.20 - 0.40 - 0.50

800 General government:
Budget authority .................................................................................................. 5.35 5.30 5.45 5.00 5.10 5.25 - 0.35 - 0.20 - 0.20
Outlays .................................................................................................................. 5.30 5.20 5.45 4.85 4.85 5.00 - 0.45 - 0.35 - 0.45

850 General purpose fiscal assistance:
Budget authority .................................................................................................. 5.35 1.95 2.10 1.65 1.65 1.75 - 3.70 - 0.30 - 0.35
Outlays .................................................................................................................. 5.65 2.90 2.10 2.80 1.65 1.75 - 2.85 - 1.25 - 0.35

900 Net interest:
Budget authority .................................................................................................. 140.95 150.95 153.85 142.55 152.85 159.20 1.60 1.90 5.35
Outlays .................................................................................................................. 140.95 150.95 153.85 142.55 152.85 159.20 1.60 1.90 5.35

920 Allowances:
Budget authority .................................................................................................. - 4.90 - 4.60 - 3.45 ........................ 0.80 1.85 4.90 5.40 5.30
Outlays .................................................................................................................. - 4.40 - 4.25 - 3.15 0.40 0.75 1.80 4.80 5.00 4.95

950 Undistributed offsetting receipts:
Budget authority .................................................................................................. - 39.75 - 36.55 - 39.75 - 37.50 - 38.65 - 39.05 2.25 - 2.10 0.70
Outlays .................................................................................................................. - 39.75 - 36.55 - 39.75 - 37.50 - 38 .65 - 39.05 2.25 - 2.10 0.70

The President's budget included medicare and social security in a single function. However, the budget resolution includes medicare in function 570 and social security in function 650.





VIII. 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 de-
fense-related activities of the Department of Energy. Major areas of
funding include pay and benefits for military and civilian person-
nel including an accrual charge for the costs of future military re-
tirement benefits; research, development, testing, and evaluation;
procurement of weapons systems and supporting equipment; mili-
tary 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 Federal Programs in This Function:

Department of Defense-Military
Atomic Energy Defense Activities
Defense-Related Activities

Major Federal Departments and Agencies in This Function:

Department of Defense
Department of Energy

(Nuclear Weapons and Naval Reactors)

Function 150: International Affairs

151: Foreign Economic and Financial Assistance
152: International Security Assistance
153: Conduct of Foreign Affairs
154: Foreign Information and Exchange Activities
155: 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 pro-
grams; foreign aid loan and technical assistance activities in the
less developed countries; security assistance to foreign govern-
ments; foreign military sales made through the Foreign Military



Sales Trust fund, U.S. contributions to the international financial
institutions, Export-Import Bank activities, and refugee assistance.

Major Federal Programs in This Function:

Foreign Affairs
Foreign Aid
Food for Peace
Security Assistance
Foreign Military Sales
Export Promotion
U.S. Contributions to International Financial Institutions
Refugee Assistance

Major Federal Departments and Agencies in This Function:

Department of State
Department of Defense
Department of Treasury
Department of Agriculture
Agency for International Development
United States Information 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 func-
tional areas. The programs in this function are the primary source
of funding for the physical and engineering sciences. The budgets
for the National Science Foundation (NSF), certain research pro-
grams of the Department of Energy (DOE), and the National Aero-
nautics and Space Administration (NASA)-except for its air trans-
portation programs-are within this category.

Major Federal Programs in This Function:
General Science and Basic Research
Space Flight, Research, Technology and Application

Major Federal Departments and Agencies in This Function:
National Science Foundation (NSF)
National Aeronautics and Space Administration (NASA)
Department of Energy (high energy physics programs)



Function 270: Energy

271: Energy Supply
272: Energy Conservation
274: Emergency Energy Preparedness
276: Energy Information, Policy, and Regulation

Description of Function:
This function represents a consolidation of nearly all Federal

energy and energy-related programs.

Major Federal Programs in This Function:

Energy Supply
Energy Research, Development and Demonstration
Synthetic Fuels Programs
Energy Conservation
Strategic Petroleum Reserve
Nuclear Regulation
TVA Power Program
Bonneville Power Administration Programs

Major Federal Departments and Agencies in This Function:

Department of Energy
Nuclear Regulatory Commission
Tennessee Valley Authority

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 protect
public health by ensuring a clean environment.

Major Federal Programs in This Function:

Conservation, Forestry, and Land Management Programs
Water Resources Program
Sewage Treatment Plant Construction Grant Program
Protection of the Environment
Development, Regulation, and Conservation of Minerals
Management and Preservation of the Public Lands
Weather and Oceanic Research and Information Programs

Major Federal Departments and Agencies in This Function:

Department of the Interior
Department of Agriculture
Army Corps of Engineers
Environmental Protection Agency
National Oceanic and Atmospheric Administration



Function 350: Agriculture

351: Farm Income Stabilization
352: Agricultural Research and Services

Description of Function:
Federal agricultural programs are intended to limit economic

harm to farmers from price fluctuations, to help maintain farm
income, and to help insure that a plentiful, high quality supply of
food and fiber is available in the United States. Other programs in
this function are designed to provide market information and serv-
ices and to support agriculture research. Food producers are assist-
ed through deficiency payments, disaster payments, product insur-
ance, and nonrecourse loans. Market information and services in-
clude animal disease prevention, distribution of market informa-
tion, and other regulatory activities. Research includes Federal bio-
logical research as well as grants for State-supported research.

Major Federal Programs in This Function:
Price Support and Related Programs (Commodity Credit Corpora-

tion)
FmHA Farm Loans
Federal Crop Insurance
Research Programs
Extension Service
Consumer Protection and Regulatory Programs
Marketing Service
Foreign Agricultural Service

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 of Commerce

Description of Function:
This function, which is highly volatile from year to year because

of changing economic conditions and transactions like mortgage
asset sales, provides support to mortgage credit markets, financial
institution deposit insurance, the Postal Service, and other forms of
commerce, including small business.

Major Federal Programs in This Function:

Mortgage Insurance Programs
Rural Housing Loans
Loans and Financing to Support Subsidized Housing
Payment to the Postal Service
Small Business Activities and Loans
Thrift and Deposit Insurance
Regulatory Activities



Major Federal Departments and Agencies in This Function:
Department of Housing and Urban Development: FHA and

GNMA
Department of Agriculture: FmHA
Department of Commerce
Postal Service
Small Business Administration
Regulatory Agencies
Federal Deposit Insurance Corporation
Federal Home Loan Bank Board
Federal Savings and Loan Insurance Corporation

Function 400: Transportation

401: Ground Transportation
402: Air Transportation
403: Water Transportation
407: Other Transportation

Description of Function:
This function provides assistance for transportation activities in-

cluding 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 Federal Programs in This Function:
Highway and Bridge Construction, Repair, and Safety
Mass Transit
Railroad Assistance
Airways and Airports
Maritime Subsidies
Coast Guard

Major Federal Departments and Agencies in This Function:
Department of Transportation
NASA: Aeronautical Research and Development
Maritime Administration

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 for urban and rural economic assistance,

area and regional development programs and disaster assistance
programs. Community development block grants account for
almost half of the outlays in this function. The balance is made up
of a wide variety of urban and rural development, Indian assist-
ance, and disaster assistance programs.

Major Federal Programs in This Function:
Community Development Block Grants



Urban Development Action Grants
Rental Development Grants
Rural Development Assistance
Economic Development Assistance
Appalachian Regional Commission
Indian Assistance Programs
Disaster Relief and Disaster Loans
Flood Insurance

Major Federal Department and Agencies in This Function:
Department of Housing and Urban Development
Department of Agriculture: Farmers Home Loan Administration
Department of Commerce: Economic Development Administra-

tion
Department of the 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; ele-
mentary, secondary, vocational, and higher education programs;
employment and training programs; and grants to States for gener-
al social services and rehabilitation services. Funds in this function
may be made available as income support directly related to train-
ing or education; cash payments (scholarship, loans or stipends) to
persons to enable them to participate in education or training pro-
grams; grants to States, local governments, Indian tribes, or public
and private institutions to operate local educational, employment,
training, and/or social service programs; and direct research and
departmental management expenditures.
Major Federal Programs in This Function:

Elementary and Secondary Education (ESEA)
Occupational, Vocational and Adult Education
Higher Education Student Assistance
Higher and Continuing Education
Job Training Partnership Act (JTPA)
Grants to States for Social and Child Welfare Services
Human Development Services
National Endowment for the Arts
National Endowment for the Humanities

Major Federal Departments and Agencies in This Function:
Department of Education



Department of Health and Human Services
Department of Labor
Department of Interior
ACTION, and Various Other Independent Agencies

Function 550: Health

551: Health Care Services
552: Health Research
553: Education and Training of Health Care Work Force
554: 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 fi-
nancing of health care for certain population groups such as Amer-
ican Indians, low-income Americans and migrants through grants
to States, localities, and community groups. The function also in-
cludes research into the causes and cures of diseases; promotion of
consumer and occupational health and safety; training support for
health workers and researchers; and food, drug, and other product
safety and inspection programs.

Major Federal Programs in This Function:

Grants to States for Medical Assistance Program (Medicaid)
Block Grants to States
National Institutes of Health (NIH)
Alcoholism, Drug Abuse and Mental Health Research, and Train-

ing
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

Function 570: Medicare

572: Medicare

Description of Function:

The major purpose of the programs in this function is to provide
health benefits to 29 million aged and disabled Americans.

Major Federal Programs in This Function:

Hospital Insurance Trust Fund
Supplementary Medical Insurance Trust Fund

Major Federal Departments and Agencies in This Function:

Department of Health and Human Services
Health Care Financing Administration



Function 600: Income Security

601: General Retirement and Disability Insurance
602: Federal Employee Retirement and Disability
603: Unemployment Compensation
604: Housing Assistance
605: Food and Nutrition Assistance
606: Other Income Security

Description of Function:
Programs in this function help meet the needs of individuals by

insuring against loss of income resulting from retirement, disabil-
ity, death, or unemployment of a wage earner, and by assisting
those who are unable to provide for themselves. This function in-
cludes retirement and disability programs for Federal civilian
workers and military personnel, railroad employees, and coal
miners. This function also inlcudes programs for unemployment
compensation, food and nutrition assistance, housing assistance,
and other income security.

Major Federal Programs in This Function:

Railroad Retirement
Special Benefits for Disabled Coal Miners
Federal Civilian and Military Retirement
Federal Employee Disability
Unemployment Compensation
Supplemental Security Income (SSI)
Grants to States for Assistance Payments (Primarily AFDC)
Housing Assistance
Food Stamps
Child Nutrition
Child Support Enforcement
Special Supplemental Food (WIC)
Refugee Assistance
Low-Income Energy Assistance
Earned Income Tax Credit

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 650: Social Security

651: Social Security

Description of Function:
The major purpose of the programs in this function is to provide

income security to one in every six aged and disabled Americans.



Major Federal Programs in This Function:
Old Age and Surviviors' Insurance Trust Fund
Disability Insurance Trust Fund

Major Federal Departments and Agencies in This Function:
Department of Health and Human Services

9 Social Security Administration

Function 700: Veterans Benefits and Services

701: Income Security for Veterans
702: Veterans Education, Training, and Rehabilitation
703: Hospital and Medical Care for Veterans
704: Veterans Housing
705: Other Veterans Benefits and Services

Description of Function:
Programs in this function are administered by the Veterans Ad-

ministration 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, and slightly more than one-third of the outlays
are targeted at hospital and medical care for veterans. Veterans
education, training, rehabilitation, housing and other benefits com-
prise the remainder. Nearly the entire function requires current
action by Congress, yet most of these outlays are virtually uncon-
trollable because of the entitlement nature of the major programs.

Major Federal Programs 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 Department and Agencies in This Function:
Veterans Administration

Function 750: Administration of Justice

751: Federal Law Enforcement Activities
752: Federal Litigative and Judicial Activities
753: Federal Correctional Activities
754: Criminal Justice Assistance

Description of Function:
This function includes law enforcement operations of the Federal

Bureau of Investigation, Customs Service, Immigration and Natu-
ralization Service, the Drug Enforcement Administration, and
other agencies which together constitute 57 percent of total outlays
in this function. Approximately 32 percent of total outlays is used
by Federal litigative and judicial activities. The balance of outlays,
11 percent, is used for criminal justice assistance and correctional
activities.



Major Federal Programs in This Function:
Alcohol, Tobacco, and Firearms Investigation (ATF)
Federal Bureau of Investigation (FBI)
Drug Enforcement Assistance (DEA)
Immigration and Naturalization Service (INS)
Legal Services Corporation
U.S. Customs Service
U.S. Prisons
Federal Judiciary System
Law Enforcement Assistance
Juvenile Delinquency Prevention
Secret Service

Major Federal Departments and Agencies in This Function:

Department of Justice
Department of Treasury
Legal Services Corporation

Function 800: General Government

801: Legislative Functions
802: Executive Direction and Management
803: Central Fiscal Operations
804: General Property and Records Management
805: Central Personnel Management
806: Other General Government
809: Deductions for Offsetting Receipts

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 Depart-
ment (including the Internal Revenue Service). The balance is dis-
tributed among a large number of relatively small accounts. The
Legislative Branch typically accounts for about one-fifth of the net
function total.

Major Federal Programs in This Function:
Legislative Branch Activities
Income-Tax Administration
Federal Buildings Fund

Major Federal Departments and Agencies in This Function:
Congress and its Support 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 70

percent of this function. The balance of the function is comprised
of payment to the District of Columbia, the return of a portion of
certain taxes and other collections to States, local governments,
and territories, the payment in lieu of taxes program, and the
shared distribution of Federal mineral and forest receipts.

Major Federal Programs in This Function:

General Revenue Sharing
District of Columbia Federal Payment
Payments in Lieu of Taxes to States and Countries (PILT)
Payments to Territories
Forest Service and Mineral Leasing Receipts

Major Federal Departments and Agencies in This Function:

Department of Treasury
Department of Interior

Function 900: Net Interest

901: Interest on the Public Debt
902: Interest Received by Trust Funds
908: Other Interest

Description of Function:
This function is composed principally of interest on the public

debt, to which are added minor amounts of other interest paid by
the Federal Government (interest on income tax refunds, for exam-
ple) and from which are deducted offsetting interest receipts, such
as interest received by trust funds and interest paid by the Federal
Financing Bank on its off-budget borrowings from the Treasury.
The Treasury Department accordingly accounts for almost all of
the transactions in this function.

Major Federal Programs in This Function:
Interest on the Public Debt
Interest Received by Trust Funds
Interest Received from Federal Financing Bank

Major Federal Departments and Agencies in This Function:

Department of Treasury

Function 920: Allowances

Description of Function:
This function includes funding for such civilian agency pay raises

as may be assumed for the budget year and/or projected for future
years. It also may include amounts for contingencies or other
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budget initiatives, where the specific funding levels, by function,
have not yet been determined.

Major Federal Programs in This Function:

Civilian Agency Pay Raise
Contingencies for Other Requirements

Function 950: Undistributed Offsetting Receipts
951: Employer Share Employee Retirement
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 Gov-
ernment as a whole. The two items in this function are the employ-
ers' share of employee retirement programs, composed of the Fed-
eral Government's contribution to its employee retirement plans,
receipts from the sale of leases on Outer Continental Shelf (OCS)
lands, from annual rental fees, and from royalties on oil and gas
production from leased OCS lands.



APPENDIX B-MULTIYEAR PERSPECTIVES ON
FUNCTIONAL SPENDING LEVELS

FISCAL YEAR 1986 BUDGET BY MAJOR FUNCTION
[in billions of dollars]

050 National Defense Budget Outlaysauthority

Fiscal year.
1980 actual ................................................................................................................................... 143.85 134.00
1981 actual ................................................................................................................................... 180.00 157 .50
1982 actual ............................................................................................................................... 216.55 185.30
1983 actual ................................................................................................................................... 245.05 209.90
1984 actual ........................................................................................................................... .. 265.15 227.40

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 292.55 253.85
House Budget Committee recommendation 2...................................................................................... 291.55 252.00
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 322.20 285.65
House Budget Committee recommendation ............................................................................. 292.60 267.10

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 363.25 321.15
House Budget Committee recommendation ............................................................................ 312.70 285.20

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 411.45 358.40
House Budget Committee recommendation ............................................................................. 335.40 303.90

[in billions of dollars]

150 International Affairs Budget Outhoa

Fiscal year:
1980 actual ................................................................................................................................... 17.95 12.70
1981 actual ................................................................................................................................... 27.35 13 .10
1982 actual ................................................................................................................................... 18.20 12.30
1983 actual ................................................................................................................................... 10.75 11.85
1984 actual ................................................................................................................................... 24.55 15.90

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 26.70 19.60
House Budget Committee recommendation ....................................................................................... 27.55 19.40
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 20.55 18.35
House Budget Committee recommendation ............................................................................. 21.75 18.60

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 20.00 16.90
House Budget Committee recommendation ............................................................................. 20.55 16.90

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ............................................................................... 19.10 15.85
House Budget Committee recommendation .............................. 20.60 16.20
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[in billions of dollars]

250 General Science, Space and Technology Budget Outla
authority

Fiscal year:
1980 actual.. ................................................................................................................................ 6.25 5.85
1981 actual ................................................................................................................................... 6.65 6.45
1982 actual ................................................................................................................................... 7.20 7.20
1983 actual ................................................................................................................................. 8.15 7.95
1984 actual ............................................................................................................... ................ 8.80 8.30

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 9.10 8.75
House Budget Com m ittee recom mendation ....................................................................................... 9.10 8.75
Fiscal year 1986:

Adm inistration's request (Feb. 4, 1985) .................................................................................. 9.50 9.30
House Budget Com m ittee recom mendation ............................................................................. 9.10 8.90

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 9.65 9.40
House Budget Com m ittee recom mendation ............................................................................. 9.05 8.90

Fiscal year 1988:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 10.05 9.60
House Budget Com m ittee recom mendation ............................................................................. 9.10 8.95

[In billions of dollars]

270 Energy Budget Outlaysauthority

Fiscal year:
1980 actual ................................................................................................................................... 42.05 10.15
1981 actual ................................................................................................................................. 15.15 15.15
1982 actual ................................................................................................................................... 16.95 13.55
1983 actual ........................................................................ .................................................. 10.70 9.35
1984 actual ................................................................................................................................... 7.85 7.10

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 8.30 8.15
House Budget Com mittee recom m endation ....................................................................................... 1.90 7.05
Fiscal year 1986:

Adm inistration's request (Feb. 4, 1985) ................................................................................... 5.10 4.65
House Budget Com m ittee recom mendation ............................................................................ 6.10 5.75

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 5.15 4.15
House Budget Com m ittee recom mendation ............................................................................. 6.05 5.35

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 4.65 3.05
House Budget Com m ittee recom mendation ............................................................................. 5.15 4.65

[In billions of dollars]

300 Natural Resources and Environment Budget Outlays
authority

Fiscal year
1980 actual .............................. .................................................................................................... 13.10 13.85
1981 actual ................................................................................................................................ 11.15 13.55
1982 actual .................................................................................................................................. 11.25 13.00
1983 actual ................................................................................................................................... 13.30 12.65
1984 actual ................................................................................................. ...................... 12.30 12.60

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 12.20 13.00
House Budget Com mittee recom mendation ....................................................................................... 13.00 13.10
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 10.90 11.90
House Budget Com m ittee recom mendation ..................................... ................................... 13.10 13.00

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 10.25 10.85
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[in billions of dollars]

Budget Outlays
300 Natural Resources and Environment authority

House Budget Committee recommendation ............................................................................ 13.40 12.80
Fiscal year 1988:

Administration's request (Feb. 4, 1985) .................................................................................. 9.85 10.80
House Budget Committee recommendation ............................................................................. 13.65 13.20

[In billions of dollars]

350 Agriculture Budget Outla
authority

Fiscal year:
1980 actual ................................................................................................................................... 10.30 8.85
1981 actual .................................................................................................................................. 13.40 11.30
1982 actual ................................................................................................................................... 24.15 15.95
1983 actual .................................................................................................................................. 35.20 22.90
1984 actual ................................................................................................................................... 11.80 13.60

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 22.55 20.15
House Budget Com m ittee recom mendation ....................................................................................... 28.75 21.00
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 13.05 12.65
House Budget Com m ittee recom mendation ............................................................................. 18.55 15.80

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 12.25 9.05
House Budget Com m ittee recom m endation ............................................................................. 17.95 16.95

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 11.55 8.25
House Budget Com mittee recom m endation ............................................................................. 15.70 15.00

[in billions of dollars]

370 Commerce and Housing Credit Budget Outlaauthority

Fiscal year:
1980 actual ................................................................................................................................... 15.35 9.40
1981 actual ................................................................................................................................... 12.75 8.20
1982 actual ................................................................................................................................... 11.75 6.25
1983 actual ................................................................................................................................... 10.15 6.70
1984 actual ................................................................................................................................... 13.25 6.90

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 12.45 6.00
House Budget Comm ittee recom mendation ....................................................................................... 12.80 5.85
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 7.80 2.20
House Budget Com m ittee recom mendation ............................................................................. 8.85 4.60

Fiscal year 1987:
Administration's requst (Feb. 4, 1985) ..................................................................................... 4.80 - 1.15
House Budget Com m ittee recom m endation ............................................................................. 9.30 5.00

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 5.95 -1.85
House Budget Com m ittee recom mendation ............................................................................. 9.50 6.70

[in billions of dollars]

400 Transportation Budget Outlaauthority

Fiscal year:
1980 actual ................................................................................................................................... 21.50 21.35
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[in billions of dollars]

400 Transportation Budget
authority Outlays

1981 actual ................................................................................................................................... 26.95 23.40
1982 actual ................................................................................................................................... 24.45 20.65
1983 actual ................................................................................................................................... 27.10 21.35
1984 actual ................................................................................................................................... 29.30 23.65

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 29.25 27.00
House Budget Committee recommendation ....................................................................................... 29.35 26.20
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 25.50 25.85
House Budget Committee recommendation ............................................................................. 28.40 26.45

Fiscal year 1987:
Administration's requst (Feb. 4, 1985) ..................................................................................... 25.25 24.60
House Budget Committee recommendation ............................................................................. 30.45 28.95

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 24.85 24.20
House Budget Committee recommendation ............................................................................. 31.30 29.50

[in billions of dollars]

450 Community and Regional Development eudgot Outlaauthority

Fiscal year.
1980 actual ................................................................................................................................... 11.75 11.25
1981 actual ................................................................................................................................... 9.95 10.55
1982 actual ................................................................................................................................. 8.40 8.35
1983 actual ................................................................................................................................... 10.00 7.55
1984 actual ................................................................................................................................... 9.00 7.65

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 8.00 8.55
House Budget Committee recom mendation ....................................................................................... 8.40 8.75
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 5.15 7.30
House Budget Committee recommendation ............................................................................. 7.55 8.15

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 5.15 6.25
House Budget Committee recommendation ............................................................................. 7.80 8.05

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 5.65 5.70
House Budget Committee recommendation ............................................................................ 8.10 7.95

[in billions of dollars]

500 Education, Training and Social Services Budget Outlays
authority

Fiscal year.
1980 actual ................................................................................................................................... 31.70 31.85
1981 actual ................................................................................................................................... 32.90 33.70
1982 actual ................................................................................................................................... 26.60 27.05
1983 actual ................................................................................................................................... 28.20 26.60
1984 actual ................................................................................................................................... 31.65 27.60

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 31.35 30.45
House Budget Com m ittee recom mendation ...................................................................................... 32.65 31.10
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ......................................... ..................................... 26.95 29.30
House Budget Com m ittee recom mendation ................................... ................................... 32.05 31.15

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 28.00 27.75
House Budget Com mittee recom m endation ............................................................................. 33.00 32.10
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[in billions of dollars]

500 Education, Training and Social Services Budget Outlaauthority

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ..................................... 28.00 27.55
House Budget Com m ittee recom m endation ............................................................................. 33.70 32.95

[In billions of dollars]

550 Health Budget Outlaysauthority

Fiscal year:
1980 actual ................................................................................................................................... 24.00 23.15
1981 actual ................................................................................................................................... 27.00 26.85
1982 actual ................................................................................................................................... 27.50 27.45
1983 actual ................................................................................................................................... 25.05 28.65
1984 actual .................................................................................................................................. 31.65 30.40

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 33.55 33.90
House Budget Com mittee recom mendation .................... ................................. .................. 33.55 33.50
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 34.75 34.90
House Budget Com m ittee recom m endation ............................................................................ 36.10 35.60

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 36.15 35.70
House Budget Com m ittee recom mendation ............................................................................. 38.60 38.30

Fiscal year 1988:
Adm ilistration's request (Feb. 4, 1985) ................................................................................... 37.90 37.35
House Budget Com m ittee recom mendation ............................................................................. 41.15 40.80

[In billions of dollars]

570 Medicare Budget Outlaysauthority

Fiscal year:
1980 actual ................................................................................................................................... 150.35 150.65
1981 actual ................................................................................................................................... 176.50 178.75
1982 actual ................................................................................................................................... 199.40 202.55
1983 actual ................................................................................................................................... 230.55 223.30
1984 actual ................................................................................................................................... 241.75 235.75

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 270.90 257.35
House Budget Com mittee recom mendation .................................................................................. 71.75 65.20
Fiscal year 1986:

Administration's request (Feb. 4, 1985) .................................... 288.70 269.40
House Budget Com m ittee recom mendation ........................................................................... 81.95 68.25

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ................................................................................ 314.95 288.10
House Budget Committee recommendation ................................... 91.55 75.55

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ..................................... ..... .................... 357.75 309.35
House Budget Com m ittee recom mendation 6........................................................................... 95.55 84.60

The President's request for medicare is shown under Function 650: Social Security.

[in billions of dollars]

600 Income Security Budget Outla

86.55
Fiscal year:

1980 actual .............................................................................................. ................................. 118.80
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[In billions of dollars)

600 Income Security Budget Oulnauthority

1981 actual ................................................................................................................................... 129.70 99.70
1982 actual .................................................................... ....................................................... 121.60 107.70
1983 actual ................................................................................................................................... 135.40 122.60
1984 actual ................................................................................................................................... 138.85 112.65

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 162.05 127.25
House Budget Com m ittee recom m endation ....................................................................................... 160.50 129.20
Fiscal year 1986:

Adm inistration's request (Feb. 4, 1985) ................................................................................... 144.15 115.75
House Budget Com m ittee recom mendation ............................................................................. 158.25 121.75

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 152.05 118.90
House Budget Com m ittee recom m endation ............................................................................. 167.40 127.80

Fiscal year 1988:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 162.10 123.40
House Budget Com m ittee recom m endation ............................................................................. 175.80 133.85

[In billions of dollars]

650 Social Security Budget Outlaauthority

Fiscal year:
1980 actual .................................................................................................................................................................................
1981 actual .................................................................................................................................................................................
1982 actual ................................................................................................................................................................................
1983 actual .................................................................................................................................................................................
1984 actual .................................................................................................................................................................................

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) .............................................................................................................
House Budget Com m ittee recom m endation ....................................................................................... 195.50 189.30
Fiscal year 1986:

Adm inistration's request (Feb. 4, 1985) .................................................................................................................................
House Budget Com mittee recom mendation ............................................................................ 207.20 200.80

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ......................................................................................................................
House Budget Com m ittee recom mendation ............................................................................. 224.75 214.05

Fiscal year 1988:
Adm inistration's request (Feb. 4, 1985) .................................................................................................................................
House Budget Com m ittee recom mendation ............................................................................. 264.65 228.30

1 The President's budget included medicare and social security in a single function. The President's request as shown here includes
medicare and social security.

[in billions of dollars]

700 Veterans Benefits and Services Buodget Outlaysauthority

Fiscal year.
1980 actual ................................................................................................................................... 21.20 21.20
1981 actual ................................................................................................................................... 23.15 23.00
1982 actual ................................................................................................................................... 25.00 23.95
1983 actual ................................................................................................................................... 25.35 24.85
1984 actual .................................................................................................................................. 26.55 25.60

Fiscal year 1985 adm inistration's request (Feb. 4, 1985) ............................................................... 27.35 26.85
House Budget Com m ittee recom m endation ....................................................................................... 27.40 26.50
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 27.40 26.75
House Budget Com mittee recom mendation .................... ............................. ............... 27.45 26.80

Fiscal year 1987:
Adm inistration's request (Feb. 4, 1985) ................................................................................... 27.75 26.90
House Budget Committee recommendation ................................... 27.65 27.35
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[in billions of dollars]

700 Veterans Benefits and Services
Budget Outla

authority

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 28.35 27.65
House Budget Committee recommendation ............................................................................. 28.05 27.80

[In billions of dollars]

750 Administration of Justice Budget Outlays
Authority

Fiscal year.
1980 actual .............................................. .. 4.40 4.60
1981 actual ................................................................................................................................... 4.40 4.75
1982 actual ................................................................................................................................... 4.75 4.70
1983 actual ................................................................................................................................... 5.35 5.10
1984 actual ................................................................................................................................... 6.05 5.65

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 6.70 6.70
House Budget Committee recommendation ............................................................................... 6.65 6.45
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 6.55 6.60
House Budget Committee recom mendation ............................................................................. 6.90 6.80

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 6.75 6.60
House Budget Committee recommendation ......................................................................... 7.05 7.00

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 6.80 6.65
House Budget Committee recommendation ............................................................................. 7.20 7.15

[in billions of dollars]

800 General Government Budget Outla

Fiscal year:
1980 actual ......................................................................................................................... . 4.40 4.45
1981 actual .................................................................................................................................. 5.10 4.60
1982 actual ................................................................................................................................... 4.85 4.55
1983 actual ................................................................................................................................... 5.55 4.80
1984 actual ................................................................................................................................... 5.50 5.05

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 5.70 5.80
House Budget Committee recom mendation ....................................................................................... 5.80 5.85
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... 4.95 4.85
House Budget Committee recom mendation ............................................................................. 5.35 5.30

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................ 5.10 4.85
House Budget Committee recom mendation ............................................................................ 5.30 5.20

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ............................................ .................. 5.25 5.00
House Budget Committee recommendation ............................................................................. 5.45 5.45

[In billions of dollars]

850 General Purpose Fiscal Assistance Budget Outla

Fiscal year:
1980 actual ................................................................................................................................... 8.65 8.60
1981 actual ................................................................................................................................... 6.25 6.85
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[In billions of dollars)

850 General Purpose Fiscal Assistance Budget Onto
authority Ouly

1982 actual .................................................................................................................................. 6.40 6.40
1983 actual ................................................................................................................................... 6.35 6.45
1984 actual ................................................................................................................................... 6.80 6.75

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 6.50 6.55
House Budget Committee recommendation ....................................................................................... 6.40 6.40
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................. 1.65 2.80
House Budget Committee recommendation ............................................................................. 5.35 5.65

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 1.65 1.65
House Budget Committee recommendation ............................................................................. 1.95 2.90

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 1.75 1.75
House Budget Committee recommendation ............................................................................. 2.10 2.10

[In billions of dollars)

900 Net Interest Budget Outlaysauthority

Fiscal year:
1980 actual ................................................................................................................................... 52.50 52.50
198 1 actual .................................................................................................................................. 68.75 68.75
1982 actual .................................................................................................................................. 85.00 85.00
1983 actual ........................................................................................................................ .. 89.80 89.75
1984 actual ................................................................................................................................... 111.05 111.05

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 130.45 130.45
House Budget Committee recommendation ....................................................................................... 129.95 129.95
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................. 142.55 142.55
House Budget Committee recommendation ............................................................................. 140.95 140.95

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... 152.85 152.85
House Budget Committee recommendation ............................................................................. 150.95 150.95

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... 159.20 159.20
House Budget Committee recommendation ............................................................................. 153.85 153.85

[In billions of dollars]

0 Allowances Budget Outlaysauthority

Fiscal year:
1980 actual ................. ................................
1981 actual. . . . . . . . . . . .... . ... . ................
19 8 2 a c tu a l ..................................... ........................................................................................................ ................................
1983 actual. . . . . . . . . . . . . . . . . ..................
1984 actual.. .. . . . . . . . . . . . . . . . . . ....................

Fiscal year 1985 administration's request (Feb. 4, 1985) ............................................................... 1.50 1.15
House Budget Committee recommendation ..................................................................................... 0.30 0.30
Fiscal year 1986:

Adm inistration's request (Feb. 4, 1985) ........................................................................................................... 0.40
House Budget Committee recommendation -4.......................................................................... . -4.90 -4.40

Fiscal year 1987:
Administration's request (Feb. 4, 1985) .................................................................................. 0.80 0.75
House Budget Committee recommendation ........ .................................................................. 4.60 -4.25

Fiscal year 1988:
Administration's request (Feb. 4, 1985) .................................................................................. 1.85 1.80



[In billions of dollars]

Budget Outlays
920 Allowances authority

House Budget Committee recommendation ............................................................................. -3.45 -3.15

[In billion of dollars]

950 Undistributed Offsetting Receipts Budget Otlaysauthority

Fiscal year:
1980 actual ................................................................................................................................... - 19 .95 - 19.95
198 1 actual ................................................................................................................................... -- 28 .0 5 - 28.05
1982 actual................... ............ ............................................................................................... - 26.10 - 26.10
1983 actual .................................................................................................................................. - 34 .00 - 34.00
1984 actual .................................................................................................................................. - 3 1.95 - 3 1.95

Fiscal year 1985 administration's request (Feb. 4, 1985) .............................................................. -32.30 -32.30
House Budget Committee recommendation....................................................................................... -32.35 -32.35
Fiscal year 1986:

Administration's request (Feb. 4, 1985) ................................................................................... -37.50 -37.50
House Budget Committee recommendation ............................................................................. -39.75 -39.75

Fiscal year 1987:
Administration's request (Feb. 4, 1985) ................................................................................... -38.65 -38.65
House Budget Committee recommendation ............................................................................. -36.55 -36.55

Fiscal year 1988:
Administration's request (Feb. 4, 1985) ................................................................................... -39.05 -39.05
House Budget Committee recommendation ............................................................................. -39.75 -39.75



APPENDIX C

HISTORICAL PERSPECTIVE ON FUNCTIONAL OUTLAYS IN FISCAL YEARS
[in billions of dollars)

House Budget Committee recommendation
Major function 1976 1977 1978 1979 1980 1981 1982 1983 1984

1985 1986 1987 1988

050 National defense ........................................... .............................. 89.60 97.25 104.50 116.35 134.00 157.50 185.30 209.90 227.40 252.00 267.10 285.20 303.90
150 International affairs .......................................................................... 6.45 6.35 7.50 7.45 12.70 13.10 12.30 11.85 15.90 19.40 18.60 16.90 16.20
250 General science, space and technology ......................................... 4.35 4.75 4.95 5.25 5.85 6.45 7.20 7.95 8.30 8.75 8.90 8.90 8.95
270 Energy ................................................................................................ 4.20 5.75 8.00 9.20 10.15 15.15 13.55 9.35 7.10 7.05 5.75 5.35 4.65
300 Natural resources and environment ............................................... 8.20 10.05 11.00 12.15 13.85 13.55 13.00 12.65 12.60 13.10 13.00 12.80 13.20
350 Agriculture ......................................................................................... 3.15 6.80 11.35 11.25 8.85 11.30 15.95 22.90 13.60 21.00 15.80 16.95 15.00
370 Commerce and housing credit ........................................................ 7.60 3.10 6.25 4.70 9.40 8.20 6.25 6.70 6.90 5.85 4.60 5.00 6.70
400 Transportation ................................................................................... 13.75 14.85 15.50 17.55 21.35 23.40 20.65 21.35 23.65 26.20 26.45 28.95 29.50
450 Community and regional development ........................................... 5.45 7.00 11.85 10.50 11.25 10.55 8.35 7.55 7.65 8.75 8.15 8.05 7.95
500 Education, training employment and social service ..................... 18.90 21.10 26.70 30.20 31.85 33.70 27.05 26.60 27.60 31.10 31.15 32.10 32.95
550 Health ................................................................................................. 15.75 17.30 18.50 20.50 23.15 26.85 27.45 28.65 30.40 33.50 35.60 38.30 40.80
570 Social Security Medicare ................................................................. 89.75 104.40 116.65 130.55 150.65 178.75 202.55 223.30 235.75 65.20 68.25 75.55 84.60
600 Income security ................................................................................ 60.80 61.05 61.50 66.35 86.55 99.70 107.70 122.60 112.65 129.20 121.75 127.80 133.85
650 Social Security ................................................................................................................................................................................................................................................... 189.30 200.80 214.05 228.30
700 Veterans benefits and services ....................................................... 18.00 18.05 19.00 19.95 21.20 23.00 23.95 24.85 25.60 26.50 26.80 27.35 27.80
750 Administration of justice ................................................................. 3.30 3.60 3.80 4.15 4.60 4.75 4.70 5.10 5.65 6.45 6.80 7.00 7.15
800 General governments ........................................................................ 2.50 3.25 3.60 3.95 4.45 4.60 4.55 4.80 5.05 5.85 5.30 5.20 5.45
850 General purpose fiscal assistance ................................................... 7.25 9.55 8.45 8.35 8.60 6.85 6.40 6.45 6.75 6.40 5.65 2.90 2.10
900 Net interest ....................................................................................... 26.70 29.90 35.45 42.60 52.50 68.75 85.00 89.75 111.05 129.95 140.95 150.95 153.85
920 Allowances ........................................................................................................................................................................................................................................................... 0.30 -- 4.40 -4.25 -3.15
950 Undistributed offsetting receipts .................................................... -14.40 - 14.90 - 15.70 - 17.50 - 19.95 - 28.05 - 26.10 - 34.00 - 31.95 - 32.35 - 39.75 - 36.55 - 39.75

Total outlays .................................................................................. 371.80 409.20 458.75 503.45 590.90 678.20 745.70 808.35 851.80 953.50 967.25 1,028.50 1,080.00



HISTORICAL PERSPECTIVE ON FUNCTIONAL OUTLAYS IN FISCAL YEARS
[As a percent of total budget outlays]

House Budget Committee recommendation
1976 1977 1978 1979 1980 1981 1982 1983 1984

1985 1986 1987 1988

050 National defense ................................................................................. 24.1 23.8 22.8 23.1
150 International affairs ............................................................................ 1.7 1.6 1.6 1.5
250 General science, space and technology ............................................ 1.2 1.2 1.1 1.0
270 Energy .................................................................................................. 1.1 1.4 1.7 1.8
300 Natural resources and environment ................................................. 2.2 2.5 2.4 2.4
350 Agriculture ........................................................................................... 0.8 1.7 2.5 2.2
370 Commerce and housing credit ........................................................... 2.0 0.8 1.4 0.9
400 Transportation ..................................................................................... 3.7 3.6 3.4 3.5
450 Community and regional development ............................................. 1.5 1.7 2.6 2.1
500 Education, training, employment and social service ....................... 5.1 5.2 5.8 6.0
550 Health ................................................................................................... 4.2 4.2 4.0 4.1
570 Social Security and Medicare ............................................................ 24.1 25.5 25.4 25.9
600 Income security .................................................................................. 16.4 14.9 13.4 13.2
650 Social Security ................... ................... ........ .................. 0.0 0.0 0.0 0.0
700 Veterans benefits and services ......................................................... 5.0 4.4 4.1 4.0
750 Administration of justice .................................................................... 0.9 0.9 0.8 0.8
800 General government ............................................................................ 0.7 0.8 0.8 0.8
850 General purpose fiscal assistance ..................................................... 1.9 2.3 1.8 1.7
900 Net interest ......................................................................................... 7.2 7.3 7.7 8.5
920 Allowances ........................................................................................... 0.0 0.0 0.0 0.0
950 Undistributed offsetting receipts ...................................................... - 3.9 - 3.6 - 3.4 - 3.5

Total outlays .................................................................................. 100.0 100.0 100.0 100.0

22.7 23.2 24.8 26.0
2.1 1.9 1.6 1.5
1.0 1.0 1.0 1.0
1.7 2.2 1.8 1.2
2.3 2.0 1.7 1.6
1.5 1.7 2.1 2.8
1.6 1.2 0.8 0.8
3.6 3.5 2.8 2.6
1.9 1.6 1.1 0.9
5.4 5.0 3.6 3.3
3.9 4.0 3.7 3.5

25.5 26.4 27.2 27.6
14.6 14.7 14.4 15.2
0.0 0.0 0.0 0.0
3.6 3.4 3.2 3.1
0.8 0.7 0.6 0.6
0.8 0.7 0.6 0.6
1.5 1.0 0.9 0.8
8.9 10.1 11.4 11.1
0.0 0.0 0.0 0.0

-3.4 -4.1 -3.5 -4.2

100.0 100.0 100.0 100.0

26.7 26.4 27.6
1.9 2.0 1.9
1.0 0.9 0.9
0.8 0.7 0.6
1.5 1.4 1.3
1.6 2.2 1.6
0.8 0.6 0.5
2.8 2.7 2.7
0.9 0.9 0.8
3.2 3.3 3.2
3.6 3.5 3.7

27.7 6.8 7.1
13.2 13.6 12.6

0.0 19.9 20.8
3.0 2.8 2.8
0.7 0.7 0.7
0.6 0.6 0.5
0.8 0.7 0.6

13.0 13.6 14.6
0.0 .0 -0.5

-3.8 -3.4 -4.1

100.0 100.0 100.0

Major function

27.7 28.1
1.6 1.5
0.9 0.8
0.5 0.4
1.2 1.2
1.6 1.4
0.5 0.6
2.8 2.7
0.8 0.7
3.1 3.1
3.7 3.8
7.3 7.8

12.4 12.4
20.8 21.1

2.7 2.6
0.7 0.7
0.5 0.5
0.3 0.2

14.7 14.2
-0.4 -0.3
-3.6 -3.7

100.0 100.0



APPENDIX D-FEDERAL AID TO STATE AND LOCAL
GOVERNMENT

COMMITTEE RECOMMENDATION

The Committee recommendation assumes $116.1 billion in budget
authority and $110.3 billion in outlays for fiscal year 1986 and
$113.3 billion in budget authority and $107.0 billion in outlays for
fiscal year 1985, for Federal assistance to State and local govern-
ments.

COMPARED TO THE CBO 1986 CURRENT POLICY LEVEL

The CBO estimate for maintaining Federal assistance in fiscal
year 1986 at the fiscal year 1985 program levels is $118.0 billion in
budget authority and $111.3 billion in outlays.

The Committee recommendation is $1.9 billion below the CBO
current policy budget authority estimate and $1.0 billion below the
CBO outlay estimate.

COMPARED TO THE PRESIDENT'S BUDGET

The President's budget provides for $91.7 billion in budget au-
thority and $100.7 billion in outlays for fiscal year 1986 and $111.7
billion in budget authority and $107.0 billion in outlays for fiscal
year 1985, for Federal assistance to State and local governments.

The Committee recommendation is $24.4 billion in budget au-
thority and $9.6 billion in outlays above the President's fiscal year
1986 recommendation and $1.6 billion above the President in
budget authority and equal in outlays to the President's 1985 rec-
ommendation.

OVERVIEW

The Committee recommendation for aid to States and localities
reflects concerns with maintaining an appropriate Federal role in
assisting States and localities in meeting both specific and broad
national goals.

At the same time, the Committee has been mindful of the need
to make significant Federal deficit reductions so that the health of
the National economy can be maintained and expanded. The key
principle reflected in the Committee's approach is to pursue a bal-
anced and equitable approach toward all components of the Feder-
al budget, including State and local assistance.

Major State and Local Assistance Programs
In fiscal year 1986, there are approximately 20 larger Federal as-

sistance programs to State and local governments which account
for about 85 percent of the total Federal assistance. (Shown in the
table below.) Fourteen of these programs including the largest,



medicaid, are considered programs that are of assistance to low-
income or other disadvantaged groups. The Committee recommen-
dation assumes that these programs would be funded at the cur-
rent services level, i.e., the funding necessary to continue the pro-
gram at the 1985 level.

Another major program category of State and local assistance is
infrastructure programs. In this area, the highway program was as-
sumed at the current services level, but with a modest reduction in
outlays associated with a restriction in the obligation ceiling. The
mass transit, airport grant-in-aid and the EPA construction grants
programs would be maintained at the 1985 level.

The two remaining major State and local assistance programs
are the General Revenue Sharing (GRS) program and the Commu-
nity Development Block Grant (CDBG) program. For the GRS pro-
gram, the Committee assumes a twenty-five percent reduction in
fiscal year 1986, the last fiscal year for which the program is cur-
rently authorized. For the CDBG program, the Committee assumes
a reduction of ten percent.
Major State and Local Assistance Programs; House Budget Committee Assumptions

[Budget authority in billions of dollars] Fiscal yar1986 HBC
Program assumption

M medicaid ........................................................................................................................... 23.9
H ighw ay T rust F und ..................................................................................................... 15.3
Subsidized H ousing ........................................................................................................ 11.2
A ssistance P aym ents ..................................................................................................... 8.9
C hild N utrition ............................................................................................................... 4.1
M ass T ran sit ................................................................................................................... 3.9
Com pensatory Education .............................................................................................. 3.9
G eneral R evenue Sharing ............................................................................................ 3.4
Community Development Block Grants .................................................................... 3.1
Training and Em ploym ent Services ........................................................................... 3.0
Social Services Block G rants ....................................................................................... 2.7
EPA Construction G rants ............................................................................................. 2.4
Low -Incom e E nergy ....................................................................................................... 2.2
H um an Developm ent Services ..................................................................................... 2.0
U nem ploym ent Trust Fund ......................................................................................... 1.6
Operation of Low Incom e H ousing ............................................................................. 1.6
W IC ................................................................................................................................... 1.6
Rehabilitation Services and Handicapped Research ............................................... 1.3
Education for H andicapped .......................................................................................... 1.2
A irport G rants-in-A id ................................................................................................... 1.0

S u btotal ................................................................................................................ 98.3
A ll O th er .......................................................................................................................... 17.8

T ota l ...................................................................................................................... 116 .1

Current Fiscal Condition of State and Local Governments
State and local economies are significantly affected by changes in

the national economy, various trends in State and local tax and
spending policies, as well as the level of Federal spending assist-
ance and changes in Federal tax policies.

In recent years, State and local budgets and economies have been
impacted by high rates of inflation, a taxpayer revolt, two recent
recessions with a shortened interval recovery period and changes
in both the kind and degree of Federal assistance.

At the same time, the revenue base of State and local govern-
ments has expanded; in 1982-1983, States and localities collected
$500 billion in revenues, about 42.6 percent of all government reve-



nues compared to approximately 33-35 percent range in the late
70's. This expansion occurred at the same time that State and local
governments have had to adapt to reduced "real" levels of Federal
assistance. In fact, fiscal year 1984 was the sixth straight year that
Federal aid declined as a percentage of State-local expenditures.

State Fiscal Conditions
One measure of State fiscal health has been a budget balance of

at least 5 percent of overall expenditures. In fiscal year 1983, ac-
cording to the National Association of State Budget Officers, States
had a historically low year-end balance of $2 billion or 1.3 percent
of expenditures. In fiscal year 1984, this rose to $6.3 billion or 3.8
percent and in 1985, the estimate is $5.3 billion or 2.9 percent.
However, these aggregate measures can mask wide individual
State differences.

Another measure of State and local budget conditions is the use
of the National Income Product Accounts (NIPA) data. By this
measure, the surplus of $11.8 billion in 1980 was high; whereas, the
deficit of $1.9 billion in 1982 reflected the national recession. By
1983, the NIPA measure had returned to a surplus of $6.6 billion;
the 1984 surplus was $10.4 billion. The latest available data, fourth
quarter 1984, shows an $11.1 billion rate. It should be noted that
the use of NIPA data is disputed and some have exaggerated the
data by inappropriately including social insurance balances which
are unavailable for general purposes.

Both the NIPA account and fiscal survey surpluses reflect im-
proved State and local fiscal conditions. These surpluses are moder-
ate by historical standards and are unevenly distributed. Current
data suggest both moderate tax reductions by States in the aggre-
gate, build-ups in "rainy day funds" and expenditure increases in
priority areas.

Cities Fiscal Conditions
The National League of Cities published a January survey on

"Cities Fiscal Conditions and Outlook for Fiscal Year 1985". In
terms of fiscal conditions the survey found that:

Generally, city fiscal conditions improved in 1984, but
service demands will cause expenditures to outpace reve-
nues in many cities in 1985. Budgets for 1984 showed more
restraint than 1985 budgets do . . . .Now after two years
of recovery and low inflation, increased demands for serv-
ices and for restoration of recession-forced budget cuts are
apparent. Cities also are budgeting to spend uncommitted
balances generated when 1984 revenues grew faster than
anticipated and faster than expenditures.

In addition, the survey found that there was, in general, healthy
tax base growth. As to further State aid, two-thirds of the cities re-
ported State aid increasing faster than inflation in 1984, but only
52 percent expect it to increase in 1985.

The survey also investigated the importance of reductions in Fed-
eral grants. Overall, the respondents reported that 34 percent be-
lieved it to be very important, 40 percent important, 20 percent not
very important and 4 percent insignificant. However, in the North-
east, 50 percent found it very important and 44 percent important.
Forty-two percent of large cities found it very important, but only
29 percent in medium cities and 34 percent in small cities.



APPENDIX E-TAX EXPENDITURES

The Congressional Budget Act of 1974 requires a listing of tax ex-
penditures in the President's budget submission and in reports ac-
companying congressional budget resolutions. Tax expenditures are
defined in the Act as "revenue losses attributable to provisions of
the Federal tax law 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." Under this
definition, the concept of tax expenditures refers to revenue losses
attributable exclusively to provisions in corporation and individual
income taxes.

Estimates of individual tax expenditures consistent with the stat-
utory definition are prepared by the Treasury Department, the
Congressional Budget Office, and the Joint Committee on Taxation.
Although there is general agreement among these sources, the con-
cept of tax expenditures continues to evolve, and the inclusion or
exclusion of individual provisions often proves controversial. The
estimates normally presented here are those of the Joint Commit-
tee on Taxation and in this case are based on that Committee's
most recent report of April 12, 1985.

Tax expenditures are one means by which the Federal govern-
ment pursues public policy objectives and, in most cases, can be
viewed as alternatives to budget outlays, credit assistance or other
policy instruments. Tax expenditures are designed to meet a varie-
ty of needs and objectives; nearly all are intended either to encour-
age certain economic activities or to reduce income tax liabilities
for taxpayers in special circumstances. These needs and objectives
in many cases could also be met through direct expenditure pro-
grams. The outlay equivalent of a tax expenditure is frequently
greater than the estimated tax expenditure as conventionally
measured by the revenue loss, because outlays in many cases would
be included in the taxable income of beneficiaries.

Whatever one's views of tax expenditure theory, the deficit
impact of the revenues foregone by the numerous incentives in the
tax code is undeniable. With efforts to reduce the growth in Feder-
al spending intensifying, and competition for room in the budget
increasingly keen, it is important that Congress scrutinize tax pro-
visions as well as spending practices. This year, Congress will do so
as it deliberates the prospect of major broad-based tax reform. The
list of tax expenditures in Table 1 also serves as a compilation of
possible options for future revenue increases, should they be neces-
sary.

Tax expenditures-the amount of tax revenues foregone because
of tax incentives, special or selective tax relief-total $425 billion
in fiscal year 1986. Appendix E shows the revenue lost from these
items for fiscal years 1986 through 1990. Because of interaction
among the provisions, the revenue effect from widespread repeals
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would not necessarily equal the exact sum of the revenue losses for
each item.

The economic assumptions upon which these calculations are
based were the most recent Congressional Budget Office assump-
tions available to the Joint Committee in April. Accordingly, they
differ from the assumptions used in the resolution this report ac-
companies. However, the impact of the differences in economic as-
sumptions on many items is not that significant.



TABLE 1.-TAX EXPENDITURE ESTIMATES BY BUDGET FUNCTION FISCAL YEARS 1986-90
[in billions of dollars]

Corporations Individuals Tot 1986-nFunction - oa 98
1986 1987 1988 1989 1990 1986 1987 1988 1989 1990

National defense:
Exclusion of benefits and allowances to Armed Forces personnel ............................................................................................................ 2.2 2.4 2.5 2.6 2.7 12.4
Exclusion of military disability pensions ....................................................................................................................................................... 0.1 0.1 0.1 0.1 0.2 0.7

International Affairs:
Exclusion of income earned abroad by U.S. citizens ................................................................................................................................... 1.5 1.6 1.6 1.7 1.8 8.2
Exclusion of income of foreign sales corporations (FSCs) ..................... 1.0 1.1 1.2 1.2 1.3 .................................................................................................... 5.8
Deferral of income of controlled foreign corporations .............. 0.4 0.4 0.5 0.5 0.5 .................................................................................................... 2.3
Exclusion of certain allowances for Federal employees abroad ................................................................................................................. 0.2 0.2 0.2 0.2 0.2 1.0

General science, space and technology:
Expensing of research and development expenditures ............................ 3.7 4.0 4.2 4.4 4.7 0.2 0.2 0.2 0.2 0.2 22.0
Credit for increasing research activities ................................................... 1.1 0.5 0.3 0.2 (1) (0) (1) (0) (0) (1) 2.1
Suspension of regulations relating to allocation under sec. 861 of

research and experim ental expenditures .............................................. 0.1 .................................................................................................................................................................................... 0.1
Energy:

Expensing of exploration and development costs:
Oil and gas .......................................................................................... 1.1 1.3 1.5 1.6 1.7 1.2 1.2 1.3 1.4 1.5 13.8
Other fuels ..... ............................. (0) (1) (1) 0.1 0.1 (1) (0) (0) (0) (1) 0.2

Excess of percentage over cost depletion:
Oil and gas .......................................................................................... 0.3 0.3 0.4 0.4 0.4 1.0 1.0 1.0 1.1 1.1 6.9
Other fuels ........................................................................................... 0.3 0.3 0.4 0.4 0.4 (0) (1) (1) (1) (1) 1.9

Capital gains treatment of royalties from coal ........................................ (1) (1) (1) (0) (1) 0.1 0.1 0.1 0.1 0.1 0.8
Alternative fuel production credit .............................................................. (1) (1) (1) (1) () . . ........................................................................................... . 0.1

Alcohol fuel credit 2 .................................................................................... (1) (1) (1) 0.2 0.3 (1) (1) (1) (1) (1) 0.6

Exclusion of interest on State and local government industrial
development bonds for energy production facilities ........................... 0.1 0.2 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.1 1.3

Residential energy credits:
S supply incentives .................................................................................................................................................................................... 0.6 0 .1 ............................................................ 0.7
C o nservation incentives .......................................................................................................................................................................... 0.3 ................................................................................ 0 .3

Alternative energy, conservation and new technology credits:
Supply incentives ................................................................................ 0.1 (0) (0) (1) (1) (1) (1) (0)........................................ 0.2

Conservation incentives ...................................................................... (1) (1) (1) ........................................ (1) (1) (1) ........................................ (1)



TABLE 1.-TAX EXPENDITURE ESTIMATES BY BUDGET FUNCTION FISCAL YEARS 1986-90--Continued
[In billions of dollars]

Functon Corporations Individuals Total 1996-
1986 1987 1988 1989 1990 1986 1987 1988 1989 1990

Natural resources and environment:
Expensing of exploration and development costs, nonfuel minerals 0.1
Excess of percentage over cost depletion, nonfuel materials ................ 0.3
Capital gains treatment of certain timber income .................................. .6
Investment credit and 7-year amortization for reforestation expend-

itures ......................................................................................................... 0.1
Capital gains treatment of iron ore .......................................................... . ( )
Exclusion of interest on State and local government pollution

control, sewage, and waste disposal facilities bonds ......................... 1.4
Exclusion of payment in aid of construction of water, sewage, gas,

and electric utilities ................................................................................ 0.1
Tax incentives for preservation of historic structures ............. 0.3
Special rules for mining reclamation reserves ................. (1)

Agriculture:
Expensing of certain capital outlays .......................................................... 0.1
Capital gains treatment of certain income .................... ()
Deductibility of patrongae dividends and certain other items of

cooperatives ............................................................................................. 1.0
Exclusion of cost-sharing paym ents ..............................................................................

Commerce and housing:
Financial institutions:

Exemption of credit union income .................................................... 0.2
Exclusion of interest on life insurance and annuity savings .........................
Excess bad debt reserves of financial institutions ......................... 1.0
Merger rules for thrift institutions .................................................. 0.8
Special taxable income adjustment for life insurance compa-

nies ................................................................................................... 0.9
Small life insurance company taxable income adjustment ............ 0.1
Tax exemption for certain insurance companies ............. 0.4
Deductions of unpaid losses of property and casualty insur-

ance com panies .............................................................................. 0.2
Treatment of life insurance company reserves ............. . 0.6

0.1 0.1 0.1
0.4 0.4 0.4
0.6 0.6 0.7

0.1 (1) (1) (1) (1) (1)
0.4 (1) (1) (1) (1) (1)
0.7 0.2 0.2 0.2 0.2 0.2

0.1 0.1 0.1 0.1 (1) (1) (0) (1) (1)
(1) (1) (1) (1) (1) (1) (0) (1) (1)

1.6 1.7 1.8 2.0 0.7 0.8

0.1 0.1
0.3 0.3
(1) (1)

0.8 0.9 1.0

0.1 ....................................................................................................
0.4 1.2 1.4 1.5 1.7 1.9
(1) ...................................................................................................

0.1 0.1 0.1 0.1 .......................................
(1) (0) 0.1 0.1 0.5 0.6 0.6 0.7 0.8

1.1 1.1 1.2 1.2 -0.4 -0.4 -0.5 -0.5 -0.5
................................................................................ (0) (0) (0) (0) (0)

0.2 0.2 0.3 0.3

1.0 1.0 1.1 1.2
0.6 0.3 0.3 0.3

1.0 1.0 1.1 1.2
0.1 0.1 0.1 0.1
0.4 0.5 0.5 0.6

....................................................................................................
5.7 6.0 6.3 6.6 7.0

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

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

................................................................................. I .............

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

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

0.5
2.0
4.3

0.5
0.1

12.6

0.4
9A 1-,
0.2

0.5
3.6

3.3
(1)

1.2
27.8
5.3
2.3

5.3
0.5
24

0.2 0.2 0.3 0.3 ....................................................................................................
0.6 0.6 0.7 0.7 .............................................................................................



PAL accounts of mutual property and casualty insurance
companies ........................................................................................ 0.1 0.1 0.1 0.1 0.1 ................................................................................................... 0.4

Housing:
Exclusion of interest on State and local government bonds for

owner-occupied housing ................................................................ 1.5 1.7 1.8 1.7 1.6 0.6 0.8 1.0 1.1 1.0 12.9
Exclusion of interest on State and local government bonds for

rental housing ................................................................................. 1.1 1.3 1.6 1.8 2.1 0.5 0.7 0.8 0.9 1.0 11.9
Expensing construction period interest and taxes for low-

income housing ............................................................................... 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.9
Deductibility of mortgage interest on owner-occupied homes ....................................................................................................... .. 27.1 30.3 33.8 37.9 42.3 171.4
Deductibility of property tax on owner-occupied homes ................................................................................................................... 10.2 11.7 13.2 15.1 17.1 67.3
Deferral of capital gains on home sales .............................................................................................................................................. 5.9 6.4 6.9 7.5 8.0 34.7
Exclusion of capital gains on home sales for persons age 55

and over ................................................................................................................................................ .............................................. 2.0 2.1 2.3 2.5 2.7 11.6
Accelerated depreciation in excess of straight-line of rental

housing ............................................................................................ 0.3 0.3 0.3 0.3 0.4 1.4 1.4 1.4 1.4 1.6 8.8
Other business and commerce:

Accelerated depreciation in excess of straight-line on buildings
other than rental housing ............................................................ 5.2 5.1 5.0 5.1 5.5 5.7 5.6 5.5 5.6 5.9 54.2

Accelerated depreciation on equipment other than leased
property ........................................................................................... 17.7 14.8 13.9 14.2 14.8 2.6 2.1 1.8 1.8 1.8 85.5

Amortization of business start-up costs .......................................... (1) (1) (1) (5) 0.1 0.3 0.3 0.4 0.4 0.5 2.0
Capital gains other than agriculture, coal, timber and iron ore 2.2 2.5 2.7 3.1 3.6 22.2 23.7 26.4 29.8 34.0 150.1
Capital gains at death ............................................................................................................................................................................ 4.0 4.4 5.0 5.5 6.1 25.0
Exclusion of interest on State and local government industrial

development bonds ......................................................................... 3.6 3.9 4.1 4.2 4.2 0.8 0.9 0.9 1.0 1.0 24.7
Nonrecognition of gain on property distributions in liquidation 8.8 10.9 13.5 15.8 17.7 -0.8 -0.9 -1.2 -1.4 -1.6 60.9
Reduced rates on first $100,000 of corporate taxable income 8.4 9.3 9.6 9.9 10.4 .................................................................................................... 47.6
Investment credit, other than ESOPs, rehabilitation of struc-

tures, leasing, reforestation, and energy property ..................... 30.5 33.7 37.4 41.5 45.8 5.3 5.9 6.5 7.3 8.0 221.8
D dividend exclusion .................................................................................................................................................................................. 0.6 0.6 0.6 0.6 0.6 3.0
Deductibility of nonmortgage interest in excess of investment

income e ................................................................................................................................................................................................. 8.8 9.9 10.8 11.9 13.0 54 .4
Finance leasing .................................................................................... 0.1 0.1 0.1 0.5 0.6 ................................ .................................................................... 1.5
Exclusion of income from discharge of indebtedness .................... 0.1 0.1 0.1 0.1 0.1 (1) (1) (5) (1) (1) 0.5
Expensing of $5,000 of depreciable business property .................. 0.1 0.1 (') (') - 0.1 - 0.1 - 0.1 (1) (') (1) 0.2
D ividend reinvestm ent in public utility stock ..................................................................................................................................... 0.3 ................................................................................ 0.3
Expensing magazine circulation expenditures ................................. (1) (1) 0.1 0.1 0.1 (1) (1) (1) (1) (1) 0.3
Deferral of gain on installment sales ............................................... 0.2 0.2 0.2 0.3 0.3 0.5 0.5 0.6 0.7 0.8 4.3
Completed contract rules ................................................................... 4.3 4.7 5.1 5.5 6.1 0.6 0.7 0.7 0.8 0.9 29.4



TABLE 1.-TAX EXPENDITURE ESTIMATES BY BUDGET FUNCTION FISCAL YEARS 1986-90---Continued
[in billions of dollars]

Function Corporations individuals Total 1998-
1986 1987 1988 1989 1990 1986 1987 1988 1989 1990 90

Expensing removal costs of architectural barriers to the
handicapped and elderly ................................................................ () (5) ............................................................ ( .)... .)...... ( )

Cash accounting, other than agriculture .......................................... 0.1 0.1 0.1 0.1 0.1 1 () (1) (1) 0.7
Bad debt reserves, other than financial institutions ...................... 0.9 1.0 1.1 1.2 1.3 (5) (5) (1) 0.1 0.1 5.6
Amortization of trademark expenses ..... ................ (5..) (5..) (1) (1) (1) () (5) (1) (5) (1) 0.2

Transportation:
Deferral of tax on shipping com pansies ..................................................... 0.2 0.2 0.2 0.3 0.3 .................................................................................................... 1.2
Exclusion of interest on State and local government mass transit

bonds ......................................................................................................... 0.1 0.1 0.1 0.1 0.1 (1) (1) (1) 0.1 0.1 0.8
Community and regional development:

Five-year amortization for housing rehabilitation .................................... (1) (1) (1) (1) (1) (1) (1) (1) (1) (1) 0.2
Investment credit for rehabilitation of structures other than historic
structures ................................................................................................. 0.2 0.3 0.3 0.3 0.4 0.2 0.3 0.3 0.3 0.4 3.0

Exclusion of interest on State and local government bonds for 00

private airport, dock and convention facilities .................................... 0.4 0.5 0.5 0.6 0.7 0.2 0.2 0.3 0.3 0.3 4.0
Education, training, employment and social services:

Education and training:
Exclusion of scholarship and fellowship income ................................................................................................................................. 0.6 0.6 0.6 0.6 0.6 2.8
Exclusion of interest on State and local government student
lean bonds ....................................................................................... 0.5 0.6 0.7 0.7 0.8 0.2 0.3 0.3 0.4 0.4 4.9

Exclusion of interest on State and local government bonds for
private educational facilities ......................................................... 0.4 0.5 0.5 0.6 0.7 0.2 0.2 0.3 0.3 0.3 4.0

Targeted jobs credit ............................. 0.2 0.1 0.1 (1) (1) 0.1 (1) (1) ........................................ 0.6
Deductibility of charitable contributions for education .................. 0.5 0.6 0.7 0.7 0.7 0.8 0.9 0.8 0.9 0.9 7.7
Parental personal exemption for students age 19 or over ................................................................................................................ 1.1 1.2 1.3 1.3 1.4 6.3
Exclusion of em ployer-provided ed educational assistance ..................................................................................................................... (1) ................................................................................ (5 )

Employment.
Exclusion of employee meals and lodging (other than military) ...................................................................................................... 0.9 0.9 1.0 1.1 1.2 5.1
Exclusion of contributions to prepaid legal services plans ................................................................................................................ (1) (1) ........................................................... 0.1
Em ployee stock ow nership plans (ESOPs): ......................................................................................................................................................................................................................

Tax credit .................................................................................... 2.3 2.6 1.7 0.7 0.2 .................................................................................................... 7.6
Dividend deduction .................................................................... ( ) (3) (3) (3) (3) ...................................................................................................(3)



Nonrecognition of gain on stock sales .................................... (3) (3) (3) (3) (3) .................................................................................................... (3)
Exclusion of interest on ESOP loans ....................................... (3) (3) (3) (3) (3) ............. . ............................................................................. (3)

Cafeteria plans ........... ............................................................................................................................................................................ .0.3 0.7 1.6 2.7 3.2 6.5
Exclusion of rental allowances of minister's home ........................................................................................................................... 0.1 0.1 0.2 0.2 0.2 0.7
Exclusion of miscellaneous fringe benefits ......................................................................................................................................... 3.3 3.6 3.8 4.1 4.5 19.3
Deduction for two-earner married couples .......................................................................................................................................... 6.8 7.3 7.9 8.5 9.1 39.6
Exclusion of income earned by benefit organizations:

Supplemental unemployment benefit ......................................................................................................................................... ( ) ( ) (1) ( ) (1) 0.2
Voluntary employee benefit assns. (VEBAs) .............................................................................................................................. 0.4 0.4 0.4 0.5 0.5 2.1

Social services:
Deductibility of charitable contributions, other than for

education and health ............................................................ 0.5 0.6 0.6 0.7 0.7 11.2 12.6 11.4 12.2 13.0 63.6
Credit for child and dependent care expenses ........................................................................................................................... 2.2 2.5 2.8 3.2 3.6 14.3
Deduction for adoption expenses ................................................................................................................................................. (1) (1) (1) () (1) (1)
Exclusion for employer-provided child care ......................................................................................................... ................ 0.1 0.1 0.2 0.2 0.2 0.8

Health:
Exclusion of employer contributions for medical insurance premi-

ums and medical care ................................................................................................................................................................................ 23.7 26.4 29.0 32.2 35.6 146.9
Deductibility of me dical expenses ................................................................................................................................................................. 3.5 3.9 4.3 4.8 5.3 21.8
Exclusion of interest on State and local government bonds for

hospital facilities ..................................................................................... 1.3 1.5 1.7 2.0 2.2 0.6 0.7 0.8 1.0 1.1 12.9 e,
Deductibility of charitable contributions for health ................................. 0.3 0.3 0.3 0.3 0.4 1.6 1.9 1.7 1.8 1.9 10.4
Tax credit for orphan drug research ......................................................... (1) (1) ( ) ( ) (1) . . ............................................. ............................................. 0.1

Social security:
Exclusion of untaxed social security benefits;

Disability insurance benefits .............................................................................................................................................................. 1.2 1.2 1.2 1.2 1.3 6.1
OASI benefits for retired workers ........................................................................................................................................................ 13.4 13.9 14.5 15.0 15.3 72.1
Benefits for dependents and survivors ................................................................................................................................................ 4.0 4.2 4.4 4.6 4.9 22.2

Income security:
Exclusion of untaxed railroad retirement system benefits ......................................................................................................................... 0.5 0.5 0.5 0.5 0.5 2.3
Exclusion of workmen's compensation benefits .......................................................................................................................................... 2.4 2.7 2.9 3.2 3.5 14.7
Exclusion of special benefits for disabled coal miners ............................................................................................................................... 0.1 0.1 0.1 0.1 0.1 .7
Exclusion of untaxed unemployment insurance benefits .......................................................................................................................... 1.0 1.0 0.9 0.9 0.8 4.6
Exclusion of public assistance benefits .............................................................................................................................................. .......... 0.5 0.5 0.6 0.6 0.6 2.8
Net exclusion of pension contributions and earnings:

Employer plans ............................................................................................................................................. ....................................... 55.1 61.7 69.1 77.4 86.7 350.1
Plans for self-employed .......................................................................................................................................................................... 1.7 1.8 2.0 2.0. 2.2 9.7

Individual retirements plans ........................................................................................................................................................................... 13.4 14.5 15.6 17.1 18.7 79.3
Exclusion of other employee benefits:

Premiums on group term life insurance .............................................................................................................................................. 2.2 2.4 2.6 2.8 3.0 13.0



TABLE 1.-TAX EXPENDITURE ESTIMATES BY BUDGET FUNCTION FISCAL YEARS 1986-90-Continued
[In billions of dollars]

Corporations Individuals Total 1986-
Function 1986 1987 1988 1989 1990 1986 1987 1988 1989 1990

Premium on accident and disability insurance ................................................................................................................................... 0.1 0.1 0.1 0.2 0.2 0.7
Additional exemption for the blind ............................................................................................................................................................... ( ) (1) ( ) (1) ( ) 0.3
Additional exemption for the elderly ... .......................................................................................................................................................... 2.8 3.0 3.2 3.4 3.6 16.0

Tax credit for the elderly and disabled ......................................................................................................................................................... 0.2 0.2 0.2 0.2 0.2 1.0
Deductibility of casualty and theft losses .................................................................................................................................................... 0.3 0.3 0.3 0.3 0.4 1.6
Earned income credit 4 .................................................................................................................................................................................. . 0.4 0.4 0.3 0.3 0.3 1.7
Exclusion for employer-provided death benefits .................................................................................................................................... . ( ) (1) (1) (1) (') 0.2

Veterans benefits and services:
Exclusion of veterans disability compensation ............................................................................................................................................. 1.7 1.8 1.8 1.9 1.9 9.1
Exclusion of veterans pensions ...................................................................................................................................................................... 0.2 0.2 0.2 0.2 0.2 1. 0
Exclusion of GI bills benefits ......................................................................................................................................................................... 0.1 0.1 0.1 0.1 0.1 0.4
Exclusion of interest on State and local government veterans

housing bends .......................................................................................... 0.2 0.2 0.2 0.3 0.3 0.1 0.1 0.1 0.1 0.1 1.7
General government

Credit for contributions to political candidates ............................................................................................................................................ 0.3 0.3 0.3 0.3 0.3 1.4
General purpose fiscal assistance:

Exclusion of interest on general purpose State and local govern-
ment debt ................................................................................................. 10.0 11.1 12.3 13.5 14.8 4.8 5.4 6.0 6.6 7.3 91.9

Deductibility of nonbusiness State and local government taxes
other than on owner-occupied hom es ....................................................................................................................................................... 25.0 28.1 31.2 34.6 38.6 157.6

Exclusion and tax credit for corporations with possessions source
incom e ....................................................................................................... 1.6 1.7 1.9 2.1 2.3 ............... ..................................................................................... 9.6

Interest Deferral of interest on savings bends... ................................................................................................................................................. 0.8 0.9 0.9 1.0 1.1 4.7

Less than $50 million.
2 In addition the 6t per pllon exemption for excise tax for alcohol fuels results in a reduction in excise tax receipts, net of income tax effect, of $0.2 billion in 1986, $0.2 billion in 1987, $0.2 billion in 1988, and $0.1 billion

in 1909.
a Estimates of these provisions are not available at this time, due to their recent enactment and the lack of historic data which might reflect the response tothe incentives.
4 The figures in the table show the effect of the earned income credit on receipts. The increase in outlays is: $1.4 billion in 1986, $1.3 billion in 1987, $1.2 billion in 1988, $1.2 billion in 1989, and $1.1 billion in 1990.
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ADDENDUM TO TABLE 1-SUM OF TAX EXPENDITURE ITEMS BY TYPE OF TAXPAYER,
FISCAL YEARS, 1986-90

[In billions of dollars]

Fiscal year Corportions and

individuals Corporations Individuals

1986 ............................................................................................ 424.5 119.9 304.6
1987 ............................................................................................ 460.6 127.5 333.1
1988 ............................................................................................ 497.4 135.8 361.6
1989 ............................................................................................ 546.1 147.1 399.0
1990 ............................................................................................ 597.9 159.0 438.9

Note: These totals represent the mathematical sum of the estimated fiscal year effect of each of the tax expenditure items included
in Table 1. The limitations on the use of the totals are explained in the text.

Source: Staff of the Joint Committee on Taxation.



APPENDIX F-INFRASTRUCTURE AND CAPITAL PROGRAMS

The Committee recommendation is $49.95 billion in 1986 budget
authority for capital programs. This amount is $9.50 billion above
the President's January budget request.

1986

Capital Capital
activity activities

Preivities HBC
request e s recommenda-r uet tion

Highways and bridges .......................................................................................................................... 15.20
Mass transit ........................................................................................................................................... 1.35
EPA sewage treatm ent construction grants ...................................................................................... 2.40
W ater resources (Corps of Engineers and Bureau of Reclamation) ............................................... 1.55
Superfund (hazardous waste cleanup) ............................................................................................... 0.90
Veteran Adm inistration construction .................................................................................................. 0.65
Amtrak ...........................................................................................................................................................................
Airport construction .............................................................................................................................. 1.00
Airport facilities and equipment ......................................................................................................... 1.15
Coast Guard acquisition, construction and improvement ................................................................. 0.30
HUD comm unity development grants ................................................................................................. 3.10
HUD subsidized housing ...................................................................................................................... 0.25
Rural housing:

On-budget ..................................................................................................................................... 2.30
Off-.budget .............................................................................................................................................................

M ilitary construction and fam ily housing ......................................................................................... 10.30

T otal ..........................................................................................................................................40.45

2.60
1.45
8.40

49.95

The amounts in the table reflect only the capital portion of the programs (OMB percentages for split accounts).0
This amount reflects the 1985 funding level. The Committee recommendation for Function 300: National Resources and

Environment also assumes an unspecified reduction below the 1985 program level of $0.60 billion in budget authority.
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IX. VIEWS

ADDITIONAL VIEWS OF REPRESENTATIVES WOLPE, FAZIO,
WILLIAMS, DOWNEY AND BOXER

The resolution includes a provision regarding oil overcharge re-
funds. The purpose of these comments is to emphasize that, unlike
the Administration's February budget proposal, funding for various
energy-related programs is not dependent on the availability to the
Federal government of overcharge refunds. As a floor colloquy in
the Senate showed (pp. S5911-12), the Senate takes a similar posi-
tion. Thus, in our view, all that our resolution does is to indicate
that we have for budget purposes assumed that the Administration
is correct in its prediction that $1 billion per year will be paid to
the Federal government from refunds, although for the reasons in-
dicated by Senator McClure in that colloquy, we have severe
doubts that this will come to pass. In any event we would like to
make clear that in our view, our use of that assumption is not in-
tended to affect or change the existing statutory and regulatory re-
quirement that remedies for oil violations be restitutionary and be
as "efficient, effective and equitable" as possible. Under this stand-
ard DOE and the courts have repeatedly found that in addition to
direct restitution to individuals who provide specific proof of par-
ticularized injury, the best method of accomplishing such restitu-
tion to injured consumers in the various states is through distribu-
tions to the states to benefit those consumers, and our action in no
way affects that practice. Moreover, the recommendation is in no
way intended to sanction the use of a miscellaneous receipts
remedy under the Economic Stabilization Act.

HOWARD WOLPE.
Vic FAzIo.
PAT WILLIAMS.
T. DOWNEY.
BARBARA BOXER.
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ADDITIONAL VIEWS OF HON. MICHAEL D. BARNES, HON.
BARBARA BOXER, HON. VIC FAZIO AND HON. MIKE LOWRY

Taken as a whole, the Committee resolution has done a good job
in addressing issues affecting the Federal workforce and Federal
retirees. The budget resolution is far superior to the Senate version
in this respect and represents an emphatic rejection of the reckless
and irresponsible provisions included in the resolution endorsed by
that body and President Reagan.

Our Committee tried to be fair. It provided the necessary person-
nel resources for the Federal government to carry out the responsi-
bilities funded by this resolution it fulfilled the commitments made
to Federal retirees. Generally, it succeeded in drafting a package of
decisions which represents a strong rejection of the antagonistic at-
titudes toward those in public service which have permeated this
Administration.

In addition to these accomplishments, we would have liked to
have seen included a modest pay raise for Federal civilian and
military personnel in fiscal 1986. Approval of such a pay raise
would have provided additional recognition of the fact that Federal
civilian workers and the military have been falling behind pay
levels in the private sector, and have also received pay increases
well below the appropriate comparability levels over the last few
years.

As Congress works its will on the budget through the authoriza-
tion, appropriations and reconciliation process during the year, it is
important to remember our broad policy objectives-to provide the
programs and services necessary for the well-being of the American
people; to reduce the Federal deficit; to ensure greater efficiency in
the operation of the government; to eliminate waste; and to ensure
that our goals are achieved in the best possible way. The people
who will carry out the policies enacted by the people s elected rep-
resentatives and the President are our Federal employees in and
out of uniform.

Let's try to make sure that our dedicated workforce-those who
provide for the defense of our nation, protect our health, ensure
our safety, expand our horizons into space, preserve the beauty
which surrounds us, and perform thousands of other essential tasks
receive recognition of their worth and our appreciation for their
continued dedication.

MICHAEL D. BARNES.
BARBARA BOXER.
Vic FAZIO.
MIKE LOWRY.



ADDITIONAL VIEWS OF HON. BILL GRADISON OF OHIO

Little time or space is needed to expose the weakness of the
budget brought to us by the Democratic-controlled House Budget
Committee. It is inadequate both in the short-run and long-run,
overstating short-term savings by the use of sleight-of-hand tech-
niques and assumptions, and failing woefully in the outyears by
not making meaningful cuts in domestic spending programs.

The best that can be said is that it is a clever means of preparing
for Conference with the Senate in a way which will maximize the
odds that the final Conference Report will avoid scaling back and
in some cases eliminating non-defense outlays.

Because the media seem to focus on deficit projections and some
of the public may be unaware that these are based on a mixture of
hope and hokum, it might be a useful exercise to devote these Ad-
ditional Views to stripping away the veil so that the realities of
budget gamesmanship are revealed for all to see.

It has been said that "a budget is a mathematical confirmation
of your suspicions." The highly politicized federal budget process
has sought to avoid such direct confirmation and therefore deserves
close scrutiny.

This year's budget crop is no exception. We see, of course, the
standard one-upmanship-for example, the Senate-passed budget
resolution "saves" about $6 billion by substituting loan guarantees
for direct loans; not to be outdone, the House-reported budget reso-
lution snares a few billion dollars from offshore oil accounts
though some heroic assumptions, and then "cuts" nearly $13 bil-
lion (more than $12 billion of which is from reducing government-
wide contracting out-but from where?) by reinventing the old
tactic of putting negative outlays in the Allowances budget func-
tion.

What concerns me most about the congressional budget process
this year is the degree and manner that all the competing budgets
overstate their savings. This is not to negate the often significant
savings to be found here and there, but does anyone really think
the public believes the deficit will drop as advertised in any of the
alternative budgets even if fully implemented? To me, this issue
raises a basic question about being honest with ourselves and the
American people.

Since the budget process began ten years ago, tricks of the
budget trade have become a cottage industry on Capitol Hill. This
year the stakes are higher, and therefore the consequences of our
gamesmanship are greater; it's one thing when deficits are in the
2%-of-GNP range, but quite another when the ratio is above 5% as
is presently the case.

This year there is a new twist-everyone is playing the same
tricks. We see this most dramatically with regard to the selection
and use of economic assumptions and national defense baselines.
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This year competing budget resolution is relying on the same
economic assumptions. That's good. This was not always the case in
the past, when differing underlying assumptions rendered direct
comparisons of budgets difficult if not meaningless. With respect to
defense baselines (from which proposed funding and spending
levels are subtracted to define "savings") all budgets are using the
same baseline, but the baseline being used is unrealistically high.
This sort of bipartisanship is not an improvement over past prac-
tices.

The good news is that we have improved the comparability of the
numbers across the various budgets; the bad news is that all the
budgets continue an old sham, and even add a new wrinkle or two.

I recognize that these practices are useful politically. What both-
ers me is that they deceive the public. The American people are
already highly distrustful of our ersatz budgets. They know of our
fiscal ledgerdemain. Many, if not most, have long since given up
hope that their Congress will ever tell it like it is. Congress is play-
ing political games and almost everyone outside of Congress knows
it.

As the budget debate in the full House, and before we pat our-
selves on the back for our courageous paper spending cuts, it is ap-
propriate to examine more closely the latest gimmicks.

FAVORABLE ECONOMIC ASSUMPTIONS

The budget and the economy are interrelated; changes in one
mean changes in the other. While this two-way street probably
always had more lanes running from the economy to the budget,
we now see that changes in the economy have an even greater
impact on the budget than in the past; likewise, we also see a sub-
stantially smaller impact on the economy resulting from changes
in the budget. The Keynesian multiplier still applies, of course, but
a proportionately larger foreign trade sector and floating exchange
rates have substantially reduced its value. The point is we now get
less fiscal bang for the deficit buck than we used to.

By strengthening an already strong bias toward the use of
overly-optimistic economic assumptions, this has had a perverse
effect on fiscal policymaking. Thus, when the Senate Budget Com-
mittee began marking up its version of the budget resolution, a
heated debate arose over which set of economic assumptions to use;
someone even suggested keeping two or perhaps three sets of
books. It is not surprising that the more sanguine Administration
assumptions were selected.

The House Budget Committee also adopted the Administration's
assumptions. Was this decision made simply to make its numbers
commensurate with those of the other body? I doubt it.

The dilemma that faced the House Budget Committee was that if
they chose to use the CBO assumptions, they would have been at a
clear political disadvantage-namely, their deficit numbers
wouldn't have looked as good as the Senate's.

It's difficult to pin down with precision just how much better the
numbers look with the more optimistic economic assumptions. (And
we should always bear in mind that the Administration's assump-
tions may turn out to be closer to the mark; frankly, I hope they
turn out to be too pessimistic). The effect on deficit estimates from



using Administration rather than CBO assumptions can be gauged
by a simple comparison of the Administration's February budget
submission and CBO's subsequent re-estimate. On this basis, the
numbers are as follows:

DEFICITS
[Fascai years, in billions of dollars]

1986 1987 1988

Administration (February 1985) .................................................................................. 180 165 144
CBO's re-estimate (February 1985) ............................................................................ 215 186 185

Difference ......................................................................................................... 35 21 41

These differences may look large, but they are, literally paper
differences. There is only one budget here. The observed differences
are solely the result of different technical and economic assump-
tions. (Nearly all of the differences arise from differences in eco-
nomic assumptions, and most of those are explained by different
interest rate assumptions).

Choosing the Administration's view of the economic horizon
clearly imparts a thumping political advantage. Specifically, the
starting point for deficit reduction is $35 billion lower in the first
year (1986), and over three years, the advantage soars to $97 bil-
lion. The effect of the interest rate differences come into stronger
play in the outyears, so that the total "advantage" of the Adminis-
tration figures through 1990 is $281 billion.

With data like these, the political incentive to use optimistic eco-
nomic assumptions is rather apparent.

Yet, who is to say that one set of assumptions is better than the
other? And isn't the use of a single set of assumptions preferable to
different budgets using different assumptions? An unqualified yes
to both questions should entitle one to a degree from the P.T.
Barnum School of Budgeting.

THE 'ROSE GARDEN" DEFENSE BASELINE

If the objective is to show a lower deficit, then the overall budget
baseline should be as low as possible. If the aim is to show large
defense cuts, a high defense baseline is called for. Those who ques-
tion the accuracy of congressional budgets might argue that the
Administration's so-called "Rose Garden" defense baseline was pre-
ferred not because it was more realistic, but because it was more
favorable politically.

The Rose Garden baseline is so high even General Dynamics
would have trouble spending it.

Nevertheless, use of the Rose Garden baseline gives the appear-
ance of a bigger defense cut than if a more realistic baseline were
employed. The following comparison illustrates:
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NEW BUDGET AUTHORITY
[Fiscal years, in billions of dollars]

1986 1987 1988

Defense baselines:
Rose Garden .......................................................................................................... 333.6 371.9 421.4
Congressional Budget Office (February 1985) ................................................. 324.7 359.8 397.8

D ifference: ........................................................................................................ 8.9 12.1 23.6

A high defense baseline provides considerable bipartisan utility.
It has, for example, served the President well as he has been forced
to lower, then lower, and then lower again his acceptable defense
number. It also serves liberals well; just look how much is being"cut" from defense! And the almost daily news of huge defense sav-
ings from spending shortfalls and lower-than-expected inflation
adds still more downward compromising flexibility to defense hard-
liners and more defense cuts for the liberals.

This rules of this game let everyone win. What we have is a new
variation of conspicuous consumption; the higher the price (base-
line) the more we buy (save).

Importantly, the differences shown in the table apply regardless
of the defense option that is selected. Whether one s preference is
for a nominal freeze, a real freeze, or a real freeze plus 3%, the"extra savings" are $8.9 billion in 1986, $12.1 billion in 1987, and
$23.6 billion in 1987-a three-year "savings" $44.6 billion.

This arithmetic fact provides a simple way to back out overstat-
ed, paper defense savings from total claimed defense savings or
total claimed deficit savings. A reasonable rule of thumb is to sub-
tract $45 billion from any advertised three-year deficit reduction.

CONCLUSION

It's hard to tell sometimes whether we are making progress
against or falling behind the deficit. Each year, after well-adver-
tised heroic "action" to cut the deficit, it seems to keep rising. One
thing is certain-we save a lot of money on paper. The real test,
however, is the extent to which our budget actions translate into
substantive changes in government programs that actually reduce
government spending.

I recognize that arcane technical laments are not very exciting.
If, however, as a result of being reminded of our budget games we
become a little more humble in our claims of taming the deficit
monster, we will have at least taken a step toward more honest
budgeting.

BILL GRADISON.



MINORITY VIEWS OF HON. DELBERT L. LATTA, HON. JACK
KEMP, HON. LYNN MARTIN, HON. BOBBI FIEDLER, HON.
TOM LOEFFLER, HON. CONNIE MACK, HON. VIN WEBER,
HON. BEAU BOULTER

OVERVIEW

As the House begins its deliberations on the First Concurrent
Budget Resolution for FY 1986, it is useful to review where we
have come in the last four years. At the beginning of the Reagan
Administration the economy was in serious trouble. Real economic
growth was negligible, while inflation as measured by the Con-
sumer Price Index was running at over 13 percent, (18 percent in
the first quarter of 1981) the highest in peacetime history. The pro-
ductivity of non-farm labor was declining at an almost one percent
annual rate. This combined with inflation-fed wage increases to
result in unit labor cost increases of about 11 percent annually. In-
terest rates were also skyrocketing. In January of 1981, three-
month Treasury bill rates were at a then-record 14.7 percent, AAA
corporate bonds were 12.8 percent and mortgage rates were over 13
percent and rising. In short, all of those indicators of economic
health that should have been high were low, and all of those that
should have been low were high.

In a similar fashion, the budget was in trouble. As a percent of
GNP, taxes were 20.1 percent in 1980, the highest since 1945. This
ratio was to jump to a post-war high of almost 21 percent in 1981,
the last year before the Economic Recovery Tax Act began to have
its full effect. The budget deficit was growing, reaching a then-
record $74 billion in 1980 despite the fact that taxes were growing
at historically high rates.

Equally important, imbalance in the composition of budget out-
lays was also growing during this period. From 1976 through 1980,
real defense spending growth averaged 1.6 percent annually-actu-
ally declining in 1978-while non-defense spending rose by 4.5 per-
cent per year, or almost 3 times as fast. The effects of this our de-
fense posture and national security, and consequently on our stand-
ing in the world, were plainly evident.

Since 1980, many of the imbalance in both the economy and the
budget have been corrected. The economy has been put on a sus-
tainable long-run growth path of 3 to 4 percent; inflation has been
brought down to 4 percent or less; investment in new plant and
equipment has been revived; over 7 million jobs have been created.
Labor productivity rose a healthy 3.2 percent and unit labor costs a
small one percent in 1984.

As a result of the Economic Recovery Tax Act, the overall tax
burden has been reduced from its high of 21 percent to 19 percent,
approximately its average in the 1960's and 1970's. On the spend-
ing side, the defense share of the budget has risen from a post-war



low of 22.8 percent in 1978 to 26 percent of the budget in 1984. As a
ratio to GNP, defense spending has risen from a low of 4.9 percent
in 1979 to 5.9 percent in 1984.

However, the budget deficit remains as a serious imbalance that
threatens to undermine both the progress made in altering budget
priorities and the continuing improvement in the overall health of
the economy. Though short-term interest rates have been halved
since 1981, and long-term rates have fallen by somewhat lesser
amounts, real interest rates are still too high by historical stand-
ards. Only through the proper balance of monetary and fiscal policy,
can real rates be brought down to more normal levels, and this re-
maining imbalance in the economy corrected.

The primary reason why current policy deficits are not expected
to fall signifciantly over the rest of the decade is that we have not
come to grips with restraining the growth of outlays. Though
actual and projected revenue growth was significantly reduced in
the early 1980's from recession and ERTA, the impact of this has
been simply to restore the overall tax burden to more normal his-
torical levels as a percent of GNP as was mandated in the 1980
elections. Under current policy this ratio will not fall further in
the foreseeable future, so that revenue decline cannot be said to be
contributing to our continuing deficit problem. The defense mod-
ernization, also mandated by the American people, is half way to
completion. It was supposed to be paid for by offsetting cut-backs in
the growth of non-defense spending. This has simply not occurred.
Domestic spending cuts made in 1981 and later have not offset the
change in defense policy begun in FY 1979.

The current "pause" in economic activity, represented by the dis-
appointing 1.3 percent real growth in the first quarter and rein-
forced subsequently by the weak performance of a variety of other
economic indicators, is due in part to the lack of confidence that
significant progress, will be made this year in reducing expendi-
tures and in getting the budget deficit under control.

Most observers of the economic scene agree that very large
budget deficits do put upward pressure on interest rates, both by
absorbing funds that would otherwise be available to private bor-
rowers, and by giving the central bank less flexibility to fashion a
"high growth-low inflation" monetary policy. Higher interest rates
may, in turn, put up ard pressure on the international value of
the dollar, thereby inhibiting the growth of our export and import-
competing sectors.

How does the House Democrats' budget plan stack up in terms of
continuing current national priorities, reducing the overall deficit,
and strengthening the expansion? The answer is, not well. Of the
$56 billion on cuts in FY 1986 almost one-half have come from de-
fense, and over the three-year budget horizon more than half of all
projected cuts fall on national security, while the threat to that se-
curity remains. It will not take many years of this kind of budget
cutting to completely reverse the shift in budget priorities mandat-
ed by the American people that has rekindled our country's
strength at home and around the world. When minor revenue in-
creases and assumed interest savings are added to the defense cuts
in the House Democrats' budget, 56 percent of all FY 1986 cuts and
66.3 percent of the total three-year reductions fall on accounts



other than domestic spending programs. In addition, many of the
assumed cuts are either accounting gimmicks or do not include pro-
visions for them to be actually achieved through specified policy
changes. Only about $30 billion in savings over three years-or 12

ercent of the total-are actually reconciled out of an assumed
259 billion in reductions over three years.

NATIONAL SECURITY

President Reagan was reelected with an overwhelming mandate
from the American people to continue the process begun during his
first Administration to restore the Nation's defense to the mini-
mum level necessary to maintain national security. The Democrat
majority on the Budget Committee has ignored the will of the
American people by voting to cut this year's defense budget far
more than is prudent or safe-a real cut of 4 percent.

Less than a year ago Congress approved a budget resolution call-
ing for 5 percent real growth for defense in FY 1986. The House
Budget Committee has now completely flip-flopped on this earlier
Congressional action by voting to freeze defense spending at the FY
1985 dollar level. This represents a real cut in defense since it does
not include an inflation adjustment. The Majority's recommended
BA level of $292.6 billion for FY 1986 represents a 10 percent cut
($32 billion) below the level contained in last year's budget resolu-
tion for FY 1986.

This year the Democrat majority's budget includes 3 percent real
growth in both FY 1987 and FY 1988. Yet less than four months
ago, the Majority Leader stated on national television that his
party in the House was prepared to support 3 percent real growth
in FY 1986 as well. When it came time to vote in Committee, nei-
ther the Majority Leader nor a single member of the Majority sup-
ported an amendment which would have allowed for an inflation
adjusted BA freeze. Given their recent track record of flip-flopping
on national security issues, one would have to question the Major-
ity's sincerity in proposing any real budget growth in the out-years.

Adoption of a nominal budget freeze in FY 1986 would clearly
move us back in the direction of the 1970's when defense spending
as a percent of GNP hit its lowest point after World War II. There
is a widely held misconception that defense spending in the first
four years of the Reagan Administration has grown to unprece-
dented levels. Nothing could be further from the truth. The follow-
ing table compares defense spending as a share of GNP in this and
previous Administrations over the past 32 years:

Defense spending as a percent of GNP (average)
Administration:

E isenhow er .............................................................................................................. 11.3
K ennedy/Johnson .................................................................................................. 9.0
N ixon /F ord .............................................................................................................. 6.9
C carter ........................................................................................................................ 5.1
R eagan ...................................................................................................................... 6.1

The percent of our national resources currently being devoted to
defense has inched up somewhat from the low experienced during
the previous Administration, but it is still low by overall post-world
War II standards and low given the external threats faced by our
country.
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Anyone willing to look at the facts about defense will learn very
quickly that the defense budget has a smaller slice of the federal
budget today than it did 30 years ago. In 1955, 62 percent of the
federal budget went for defense while 38 percent went for non-de-
fense spending. In 1962, for the first time, non-defense spending ex-
ceeded defense spending by 51 to 49 percent. In 1978, defense hit a
low of less than 23 percent of total federal outlays.

As the table below shows, 1970 was the last year federal spend-
ing for our nation's defense was greater than spending for entitle-
ments. Only once in the decade of neglect of America's defenses (in
1979) did spending increases for defense exceed those for non-de-
fense appropriated accounts. Only once in the past 15 years have
spending increases for defense exceeded increases for entitlements.

INCREASES AND DECREASES IN MAJOR BUDGET ACCOUNTS
(Outlays in billions of dollars)

National Nondefense
dfoose Entitlements discretionary

Year
(1970 levels) ...................................................................................................... (81.7) (67.4) (43.9)
1971 .................................................................................................................... - 2.8 14.7 4.7
1972 .................................................................................................................... 0.3 13.7 5.9
1973 .................................................................................................................... - 2.5 16 3.4
1974 .................................................................................................................... 2.6 13.5 5.2
1975 ................................................................................................................... . 7.2 32 12.6
1976 ................................................................................................................... . 3.1 26.6 8.3
1977 .................................................................................................................... 7.6 15.4 11.7
1978 .................................................................................................................... 7.3 19.6 16.8
1979 .................................................................................................................... 11.8 18.3 8A
1980 .................................................................................................................... 17.7 42.7 19.7
198 1 .................................................................................................................... 23 .5 42.8 6.9
1982 .................................................................................................................... 27.8 36.4 - 11.3
1983 2................................................................................................................... 24 .6 4 1.2 6.0
1984 .................................................................................................................... 17.5 - 4.7 10.7
1985 estim ated ......................................................................................... 24.6 40.4 15.1

In the 1986 current services budget, defense accounts for only 29
percent of total spending. Yet the Majority's budget takes a dispro-
portionate share of its budget cuts (50 percent) from defense.

Cuts of the magnitude voted by the Committee may threaten our
ability to maintain and project a needed American presence in the
world. It may also undermine our efforts to maintain a credible po-
sition in the current arms control negotiations.

DOMESTIC SPENDING

Net domestic spending cuts account for only one-third of the
House Democrats three-year deficit reduction package, while do-
mestic spending is about 60% of the budget. Yet many of these
"cuts" are either accounting gimmicks, vague out-year savings, or
savings that are unlikely to be achieved. For 1986 alone, some $16
billion out of the $25 billion in net domestic spending cuts fall into
this category. For example, about $4 billion is saved by the assump-
tion that government "contracting-out" costs are too high, and
might well be reduced. While this may be true, the House proposes
nothing that will actually achieve these savings.



Other examples of dubious savings achieved by the Budget Com-
mittee Democrats include assuming substantial foreign security as-
sistance cuts even as Congress votes for substantial increases in
foreign assistance; and asserting personnel savings through attri-
tion without establishing an attrition policy. After all of this"smoke and mirrors" has been cleared away the House Democrats
would achieve only about $9 billion in "hard" savings from domes-
tic spending cuts in FY 1986, and only about $50 billion over three
years. Of this amount, only about $30 billion is actually reconciled.
The Democrats reconciled cuts would leave the momentum of do-
mestic spending growth virtually unchanged! Their past policy rate
of growth for domestic accounting would be the same as the cur-
rent policy growth rate.

Finally, the Democrats have refused to make the hard decisions
that would end now or phase-out any programs of marginal worth.
Although there certainly can be disagreement over which pro-
grams should fall into this category, clearly the benefits of every
federal program do not exceed their costs. The concept of sunset-
ting programs is important for two reasons. First, long-run budget-
ary savings from ending some programs can far exceed the long-
run savings from simply cutting back on a larger number of pro-
grams even if the short-run savings from these two approaches is
identical. The political dynamics of government spending is such
that unless programs are actually eliminated, The funding for such
activities, is likely to be fully restored, or increased, in the not too
distant future. This happened to many of the programs that were
cut back under the 1981 Latta-Gramm budget.

Second, if programs whose social costs exceed their social bene-
fits are eliminated, then resources are permanently made available
to be invested by the private -sector or the government in activities,
where the social benefits exceed their social cost. The net result is
that the nation's real income is enhanced. The benefits of such pro-
gram terminations are therefore, not adequately measured simply
by the budget dollars saved.

PROCEDURES

The purpose of the 1974 Budget Act is to improve congressional
control over the budgetary process by providing a congressional de-
termination each year of the appropriate level of Federal revenues
and expenditures, and the establishment of national budget prior-
ities. The budget process was superimposed over the authorization-
appropriations process in order to .confront Congress at any one
moment with the collective consequences of its individual taxing
and spending decisions. Therefore, the budget process is the pri-
mary means to promote fiscal restraint on the part of Congress, if
it is properly used. A timetable is set forth by the Budget Act to
effectively coordinate the budget process with the authorization-ap-
propriations process. During this year, the timetable has been seri-
ously abused.

The year began with a whirlwind of activity in the Budget Com-
mittee. Numerous hearings were held in Washington, as well as
across the country concerning the President's budget. There was
the expectation on our part that this year would provide an oppor-
tunity for a serious bipartisan effort to reduce the massive Federal



deficit-a mandate provided by the American people during the
last Presidential election.

The first indication that the momentum was slowing and that
our expectations would not be met came with the submission of the
March 15th views and estimates of all standing Committees of the
House. These reports, which are due one month in advance of the
reporting date of the first budget resolution, are important in the
budget process because they provide the Budget Committee with an
early and comprehensive indication of Committee legislative plans
for the next year.

In the past, most Committees have set forth actual figures detail-
ing the budget authority and outlays which the Committees felt
should be authorized for programs for the following fiscal year. At
the apparent request of the Majority Leadership, most Committee
Chairmen limited their views and estimates this year to a critique
of the President's budget proposal. They did not recommend any
funding levels for programs within the jurisdiction of their Com-
mittees.

During April, work at the Committee level came to a virtual
standstill. No attempt was even made to markup a budget! A major
deadline-the April 15th deadline, when under Section 301(d) of
the Budget Act of 1974, the first concurrent resolution on the
budget is to be reported from the Budget Committee-was com-
pletely overlooked by the Democrat majority. Only once before in
the ten-year history of the Budget Act has the April 15th reporting
date not been met. With our nation facing the prospect of a fiscal
year 1986 budget deficit of $230 billion, one would have thought
that the Democrat majority in this House would have come forth
with its own deficit reduction plan before the April 15th deadline.

On May 15th, the statutory date when the Congress is to com-
plete final action on the first budget resolution under Section
301(a) of the Budget Act, the House Budget Committee finally
began markup of the first budget resolution for fiscal year 1986.
We were presented with copies of the markup document by the Ma-
jority only three hours before markup began-the first indication
all year of where the Democratic party stands on the deficit issue.
There was not enough time to analyze the contents of this $960 bil-
lion package before we were asked to submit amendments during
the markup procedure. Since we were not appraised of the contents
of the markup document until shortly before markup began, it
became obvious that the Democrat majority was not going to
permit the Minority's amendments to be seriously considered and
that the people could read about what was being proposed by the
Democrats after the fact. Nevertheless, numerous proposals were
offered by the Minority with the intent of making real deficit re-
ductions.

May 15th is also an important deadline because Committees
must report bills authorizing new budget authority by this date
under Section 402(a) of the Budget Act of 1974. Since no budget res-
olution was reported out of the Budget Committee this year on
April 15, the authorizing Committees had no guidelines to follow
when reporting out authorizing legislation.

Although we will have further opportunity to debate the first
budget resolution on the Floor of the House, it is discouraging that
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our input at the Committee level has been curtailed over the past
three years to the point that a budget resolution -can be moved
quickly through the Committee and reported out without time to
seriously consider it, let alone arrive at a better document, even a
bipartisan one.

DELBERT LATTA.
JACK KEMP.
LYNN MARTIN.
BOBBI FIEDLER.
TOM LOEFFLER.
CONNIE MACK.
VIN WEBER.
BEAU BOULTER.



DISSENTING VIEWS ON THE DEMOCRATS' BUDGET BY
CONGRESSMAN JACK KEMP

Budget deficits are symptoms of an economic problem. But when
politicians and some economists claim that deficits are responsible
for the recent slowdown in the economy, significantly raise interest
rates, and greatly boost the dollar's value all the same time, they
are going beyond the economic facts; worse, they are raising undue
expectations about the positive economic consequences of deficit re-
duction packages.

The major cause of the recent economic slowdown, declining
from 10.1% real GNP growth in the 1st quarter of 1984 to 1.3% in
the 1st quarter of 1985, is the Federal Reserve's stringent monetary
policy which, if continued, threatens to cripple the economic expan-
sion and begin to raise unemployment. The Fed intentionally tight-
ened monetary policy last year in response to the strong economic
growth. They believed then, and continue to believe now, that
strong economic growth is ipso facto inflationary. Following this
fallacious theory, they proceed to raise interest rates and choke off
production every time we experience strong growth. This is intoler-
able.

Many justify tight monetary policy to keep inflation under
wraps. But by killing production, jobs, and new investment-first
quarter productivity rates actually turned negative-the Fed
caused inflation to rise to 5.2% in the first quarter. Ironically, tight
money is leading to higher inflation and lower production-threat-
ening to return to the stagflation we escaped in the seventies.

A single-minded focus on budget deficits also reduces our chances
to get down deficits to the lowest conceivable level. The near-stag-
nant economy of the last three quarters will appreciably raise our
budget deficits and erode any hard-fought budget cuts by lowering
production, profits, and wages. Indeed a balanced budget is just im-
possible, no matter how much Congress cuts the budget, except
with strong and sustained expansion accompanied by lower interest
rates.

We must seek, of course, to reduce deficits through prudent
spendings cuts in domestic programs. This releases resources to the
private sector and eliminates wasteful and counterproductive
spending programs. Spending cuts are a high priority, but there is
no reason to panic over deficits. According to figures calculated by
Vito Tanzi of the International Monetary Fund, the U.S. central
government deficit is now running at 4.8% of GNP, compared to
4.7% in Japan. And if our economy were at full employment of
labor and capital resources, the U.S. budget deficit would be .5% of
GNP-less than one-third the full employment deficit of Japan.

While bold action is required, the Democrats' budget is worse
than no action. Its domestic sayings are mostly smoke and mirrors.
More than $10 billion in their assumed saving, in my own account-
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ing, either are entirely phony or will have no impact on the finan-
cial markets. My favorite budget "cut" of theirs is the $4 billion
assumed savings in 1986 due from curtailing contracting out to the
private sector. Only within the Washington beltway does anyone
believe that money is saved by having government bureaucracies
do more and the private sector doing less.

Another sizable chunk of the Democrats' domestic savings is as-
sumed from settling a legal dispute over off-shore energy leases.
Even if we could expedite the suit through court, is this the sort of
tough domestic "budget cut" that is supposed to impress the finan-
cial markets with Congress' fiscal discipline?

In return for the Democrats' puny or non-existent domestic
budget savings, the Democrats' have recommended a "freeze" in
defense budget authority. A freeze sounds like the defense budget
will be maintained at previous levels. But that's not true. In fact,
the Democrats' are recommending a 4% cut in defense-with seri-
ous implications for national security, the worldwide image of our
national resolve, and the success of the arms control talks. As we
found in the seventies, we may cut our defenses, but the Soviets
continue to build up their military capabilities.

What does Congress achieve by reducing defense? By reducing
President Reagan's defense request from 6.7% to minus 4%, we in-
crease the output available for non-defense purposes-both public
and private-by about 4% in 1990. Do we really want to risk our
defense capability in order to raise the consumption or social wel-
fare spending by a few percent?

Democrats say that defense has caused our budget deficits. But
this is also untrue. From 1964 through 1984, defense spending in-
creased only 12% in real, inflation-adjusted terms, while non-de-
fense spending increased by 178% in real terms. This same picture
is seen in our budget priorities. The defense share of the federal
budget outlays was 46.2% in 1964, but by 1984, defense outlays had
fallen to 26.7% of the federal budget. The major increase in federal
spending over the last twenty years, by any measure, has come
from domestic spending, not defense.

Some people reviewing such figures nonetheless point out that a
balance is needed between military and social welfare cuts, as a
prerequisite to major budget reduction. But isn't this distinction be-
tween spending for social welfare and spending for defense con-
trived? What more benefits people and what more promotes
humane values than preventing the loss of human lives and mass
destruction? What could be more fundamental to our economy, to
social justice, and to human rights than the prevention of conflict
through our strength both in military capability and national re-
solve?

I simply do not believe that we should ever sacrifice our defense
capabilities to short-term budgetary considerations. And for those
worried about waste, fraud, and abuse in the military-as I am-a
defense cut actually generates greater waste in military procure-
ment by stretching out weapons programs from the most efficient
production rates, raising the costs of each item.

I take a back seat to no one in my support of prudent budget re-
duction. Indeed, in my view, neither the Senate nor House has
gone far enough in eliminating, not just temporarily scaling back,



wasteful government programs. Congress should have eliminated,
but didn't, the synfuels corporation, the export import bank, rural
electrification, and Amtrak just to name a few.

But America is more than green eyeshades and red numbers.
The American idea is about growth, opportunity, and jobs both do-
mestically and throughout the world. It is also about maintaining
the peace, having the courage and resolve to protect our cherished
freedoms, and furthering the cause of democracy and freedom
throughout the world. Yet we have spent most of the last few
months not talking about these national and international ideals,
but the abstract and uncertain consequences of budget deficits.

The clear and present danger to America today is our failure to
address our economic problems in an integrated fashion. To create
the conditions for strong non-inflationary economic growth and full
employment, Congress needs to act by reducing wasteful govern-
ment spending, passing comprehensive tax reform, and reducing
economic and social barriers to the poor and minorities.

Unstable, unpredictable, and, at present, too stringent monetary
policy is also a threat to economic prosperity and jobs. Congress
should send a clear warning to the Federal Reserve Board: relax
monetary policy, stop the deflation, let interest rates fall, and
permit the economy to grow without inflation. Or else.

JACK KEMP.



X. HOUSE CONCURRENT RESOLUTION

H. CON. REs. 152

That the Congress hereby determines and declares that the con-
current resolution on the budget for fiscal year 1985 is hereby re-
vised and replaced, the first concurrent resolution on the budget
for fiscal year 1986 is hereby established, and the appropriate budg-
etary levels for fiscal years 1987 and 1988 are hereby set forth:

(a) The following budgetary levels are appropriate for the fiscal
years beginning on October 1, 1984, October 1, 1985, October 1,
1986, and October 1, 1987:

(1) The recommended levels of Federal revenues are as fol-
lows:

Fiscal year 1985: $736,050,000,000.
Fiscal year 1986: $794,100,000,000.
Fiscal year 1987: $866,000,000,000.
Fiscal year 1988: $955,600,000,000.

and the amounts by which the aggregate levels of Federal rev-
enues should be increased are as follows:

Fiscal year 1985: $0.
Fiscal year 1986: $1,450,000,000.
Fiscal year 1987: $1,700,000,000.
Fiscal year 1988: $3,100,000,000.

and the amounts for Federal Insurance Contributions Act reve-
nues for hospital insurance within the recommended levels of
Federal revenues are as follows:

Fiscal year 1985: $44,800,000,000.
Fiscal year 1986: $51,000,000,000.
Fiscal year 1987: $56,100,000,000.
Fiscal year 1988: $61,300,000,000.

and the amounts for Federal Insurance Contributions Act reve-
nues for old-age, survivors, and disability insurance within the
recommended levels of Federal revenues are as follows:

Fiscal year 1985: $186,150,000,000.
Fiscal year 1986: $200,700,000,000.
Fiscal year 1987: $216,850,000,000.
Fiscal year 1988: $248,250,000,000.

(2) The appropriate levels of total new budget authority are
as follows:

Fiscal year 1985: $1,039,100,000,000.
Fiscal year 1986: $1,051,500,000,000.
Fiscal year 1987: $1,125,700,000,000.
Fiscal year 1988: $1,205,300,000,000.

(3) The appropriate levels of total new budget outlays are as
follows:

Fiscal year 1985: $941,000,000,000.
Fi.q..l vear 1986: $959,100,000,000.
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Fiscal year 1987: $1,022,450,000,000.
Fiscal year 1988: $1,073,650,000,000.

(4) The amounts of the deficits in the budget which are ap-
propriate in the light of economic conditions and all other rele-
vant factors are as follows:

Fiscal year 1985: $205,600,000,000.
Fiscal year 1986: $165,000,000,000.
Fiscal year 1987: $156,450,000,000.
Fiscal year 1988: $118,050,000,000.

(5) The appropriate levels of the public debt are as follows:
Fiscal year 1985: $1,857,400,000,000.
Fiscal year 1986: $2,089,700,000,000.
Fiscal year 1987: $2,320,700,000,000.
Fiscal year 1988: $2,536,500,000,000.

and the amounts by which the statutory limits on such debt
should be accordingly increased are as follows:

Fiscal year 1985: $33,600,000,000.
Fiscal year 1986: $232,300,000,000.
Fiscal year 1987: $231,000,000,000.
Fiscal year 1988: $215,800,000,000.

(6) The appropriate levels of total Federal credit activity for
the fiscal years beginning on October 1, 1984, October 1, 1985,
October 1, 1986, and October 1, 1987, are as follows:

Fiscal year 1985:
(A) New direct loan obligations, $51,950,000,000.
(B) New Primary loan guarantee commitments,

$68,800,000,000.
(C) New secondary loan guarantee commitments,

$68,250,000,000.
Fiscal year 1986:

(A) New direct loan obligations, $38,050,000,000.
(B) New Primary loan guarantee commitments,

$74,600,000,000.
(C) New secondary loan guarantee commitments,

$68,250,000,000.
Fiscal year 1987:

(A) New direct loan obligations, $37,000,000,000.
(B) New Primary loan guarantee commitments,

$73,000,000,000.
(C) New secondary loan guarantee commitments,

$68,250,000,000.
Fiscal year 1988:

(A) New direct loan obligations, $36,450,000,000.
(B) New Primary loan guarantee commitments,

$76,900,000,000.
(C) New secondary loan guarantee commitments,

$68,250,000,000.
(b) The Congress hereby determines and declares the appropriate

levels of budget authority and budget outlays, and the appropriate
levels of new direct loan obligations and new loan guarantee com-
mitments for fiscal years 1985 through 1988 for each major func-
tional category are:

(1) National Defense (050):
Fiscal year 1985:



(A) New budget authority, $291,550,000,000.
(B) Outlays, $252,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
,(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $292,600,000,000.
(B) Outlays, $267,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $312,700,000,000.
(B) Outlays, $285,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $335,400,000,000.
(B) Outlays, $303,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(2) International Affairs (150):
Fiscal year 1985:

(A) New budget authority, $24,950,000,000.
(B) Outlays, $17,500,000,000.
(C) New direct loan obligations, $10,050,000,000.
(D) New primary loan guarantee commitments,

$10,300,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $20,050,000,000.
(B) Outlays, $18,100,000,000.
(C) New direct loan obligations, $10,350,000,000.
-(D) New primary loan guarantee commitments,

$10,300,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $19,950,000,000.
(B) Outlays, $17,100,000,000.
(C) New .direct loan obligations, $10,750,000,000.
(D) New primary .loan guarantee commitments,

$10,750,000,000.
(E) New-secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $20,400,000,000.
(B) Outlays, $16,800,000,000.
(C) New direct loan obligations, $11,000,000,000.
(D) New primary loan guarantee commitments,

$11,200,000,000.
(E) New secondary loan guarantee commitments, $0.

(3) General Science, Space, and Technology (250):
Fiscal year 1985:



(A) New budget authority, $9,100,000,000.
(B) Outlays, $8,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $9,100,000,000.
(B) Outlays, $9,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $9,050,000,000.
(B) Outlays, $9,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $9,100,000,000.
(B) Outlays, $9,050,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(4) Energy (270):
Fiscal year 1985:

(A) New budget authority, -$2,900,000,000.
(B) Outlays, $2,850,000,000.
(C) New direct loan obligations, $2,650,000,000.
(D) New primary loan guarantee commitments,

$100,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $3,350,000,000.
(B) Outlays, $3,200,000,000.
(C) New direct loan obligations, $2,100,000,000.
(D) New primary loan guarantee commitments,

$4,100,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $3,650,000,000.
(B) Outlays, $3,150,000,000.
(C) New direct loan obligations, $2,100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $3,000,000,000.
(B) Outlays, $3,000,000,000.
(C) New direct loan obligations, $2,150,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(5) Natural Resources and Environment (300):
Fiscal year 1985:

(A) New budget authority, $13,000,000,000.
(B) Outlays, $13,100,000,000.



(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $13,100,000,000.
(B) Outlays, $13,000,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $13,400,000,000.
(B) Outlays, $12,800,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $13,650,000,000.
(B) Outlays, $13,200,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments, $0.
(E)'New secondary loan guarantee commitments, $0.

(6) Agriculture (350):
Fiscal year 1985:

(A) New budget authority, $22,550,000,000.
(B) Outlays, $18,950,000,000.
(C) New direct loan obligations, $13,800,000,000.
(D) New primary loan guarantee commitments,

$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $14,650,000,000.
(B) Outlays, $13,150,000,000.
(C) New direct loan obligations, $13,900,000,000
(D) New primary loan guarantee commitments,

$5,700,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $16,150,000,000.
(B) Outlays, $15,550,000,000.
(C) New direct loan obligations, $12,150,000,000.
(D) New primary loan guarantee commitments,

$5,750,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $14,400,000,000.
(B) Outlays, $14,050,000,000.
(C) New direct loan obligations, $11,800,000,000.
(D) New primary loan guarantee commitments,

$5,750,000,000.
(E) New secondary loan guarantee commitments, $0.

(7) Commerce and Housing Credit (370):
Fiscal year 1985:

(A) New budget authority, $6,600,000,000.
(B) Outlays, $2,950,000,000.



(C) New direct loan obligations, $6,550,000,000.
(D) New primary loan guarantee commitments,

$26,450,000,000.
(E) New secondary loan guarantee commitments,

$68,250,000,000.
Fiscal year 1986:

(A) New budget authority, $6,150,000,000.
(B) Outlays, $2,650,000,000.
(C) New direct loan obligations, $5,900,000,000.
(D) New primary loan guarantee commitments,

$27,100,000,000.
(E) New secondary loan guarantee commitments,

$68,250,000,000.
Fiscal year 1987:

(A) New budget authority, $6,050,000,000.
(B) Outlays, $2,650,000,000.
(C) New direct loan obligations, $6,150,000,000.
(D) New primary loan guarantee commitments,

$28,650,000,000.
(E) New secondary loan guarantee commitments,

$68,250,000,000.
Fiscal year 1988:

(A) New budget authority, $6,400,000,000.
(B) Outlays, $2,800,000,000.
(C) New direct loan obligations, $6,650,000,000.
(D) New primary loan guarantee commitments,

$30,450,000,000.
(E) New secondary loan guarantee commitments,

$68,250,000,000.
(8) Transportation (400):

Fiscal year 1985:
(A) New budget authority, $29,350,000,000.
(B) Outlays, $26,200,000,000.
(C) New direct loan obligations, $300,000,000.
(D) New primary loan guarantee commitments,

$300,000,000.
(E) New secondary loan guarantee commitments,

$0).
Fiscal year 1986:

(A) New budget authority, $28,400,000,000.
(B) Outlays, $26,450,000,000.
(C) New direct loan obligations, $150,000,000.
(D) New primary loan guarantee commitments,

$300,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $30,450,000,000.
(B) Outlays, $28,950,000,000.
(C) New direct loan obligations, $150,000,000.
(D) New primary loan guarantee commitments,

$300,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $31,300,000,000.



(B) Outlays, $29,500,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments,

$300,000,000.
(E) New secondary loan guarantee commitments, $0.

(9) Community and Regional Development (450):
Fiscal year 1985:

(A) New budget authority, $6,800,000,000.
(B) Outlays, $7,850,000,000.
(C) New direct loan obligations, $1,750,000,000.
(D) New primary loan guarantee commitments,

$150,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $6,750,000,000.
(B) Outlays, $7,500,000,000.
(C) New direct loan obligations, $1,300,000,000.
(D) New primary loan guarantee commitments,

$150,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $7,250,000,000.
(B) Outlays, $7,600,000,000.
(C) New direct loan obligations, $1,700,000,000.
(D) New primary loan guarantee commitments,

$200,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $7,350,000,000.
(B) Outlays, $7,350,000,000.
(C) New direct loan obligations, $1,950,000,000.
(D) New primary loan guarantee commitments,

$200,000,000.
(E) New secondary loan guarantee commitments, $0.

(10) Education, Training, Employment, and Social Services
(500):

Fiscal year 1985:
(A) New budget authority, $32,650,000,000.
(B) Outlays, $31,100,000,000.
(C) New direct loan obligations, $1,150,000,000.
(D) New primary loan guarantee commitments,

$8,750,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A)New budget authority, $32,050,000,000.
(B) Outlays, $31,150,000,000.
(C) New direct loan obligations, $1,100,000,000.
(D) New primary loan guarantee commitments,

$9,050,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $33,000,000,000.
(B) Outlays, $32,100,000,000.
(C) New direct loan obligations, $1,100,000,000.



(D) New primary loan guarantee commitments,
$9,350,000,000.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1988:

(A) New budget authority, $33,700,000,000.
(B) Outlays, $32,950,000,000.
(C) New direct loan obligations, $1,150,000,000.
(D) New primary loan guarantee commitments,

$9,600,000,000.
(E) New secondary loan guarantee commitments, $0.

(11) Health (550):
Fiscal year 1985:

(A) New budget authority, $33,550,000,000.
(B) Outlays, $33,500,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,

$250,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $36,100,000,000.
(B) Outlays, $35,600,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,

$250,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $38,600,000,000.
(B) Outlays, $38,300,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,

$250,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $41,150,000,000.
(B) Outlays, $40,800,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,

$300,000,000.
(E) New secondary loan guarantee commitments, $0.

(12) Medical Insurance (570):
Fiscal year 1985:

(A) New budget authority, $71,750,000,000.
(B) Outlays, $65,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $81,950,000,000.
(B) Outlays, $68,250,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $91,550,000,000.



(B) Outlays, $75,550,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $95,550,000,000.
(B) Outlays, $84,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(13) Income Security (600):
Fiscal year 1985:

(A) New budget authority, $160,500,000,000.
(B) Outlays, $129,250,000,000.
(C) New direct loan obligations, $14,300,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $158,250,000,000.
(B) Outlays, $121,800,000,000.
(C) New direct loan obligations, $1,850,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $167,400,000,000.
(B) Outlays, $127,850,000,000.
(C) New direct loan obligations, $2,300,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $175,800,000,000.
(B) Outlays, $133,900,000,000.
(C) New direct loan obligations, $1,750,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(14) Social Security (650):
Fiscal year 1985:

(A) New budget authority, $195,500,000,000.
(B) Outlays, $189,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $207,200,000,000.
(B) Outlays, $200,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $224,750,000,000.
(B) Outlays, $214,050,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.



Fiscal year 1988:
(A) New budget authority, $264,650,000,000.
(B) Outlays, $228,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(15) Veterans Benefits and Services (700):
Fiscal year 1985:

(A) New budget authority, $27,400,000,000.
(B) Outlays, $26,500,000,000.
(C) New direct loan obligations, $1,300,000,000.
(D) New primary loan guarantee commitments,

$16,800,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $27,450,000,000.
(B) Outlays, $26,800,000,000.
(C) New direct loan obligations, $1,300,000,000.
(D) New primary loan guarantee commitments,

$17,650,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $27,650,000,000.
(B) Outlays, $27,350,000,000.
(C) New direct loan obligations, $1,200,000,000.
(D) New primary loan guarantee commitments,

$18,750,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $28,050,000,000.
(B) Outlays, $27,800,000,000.
(C) New direct loan obligations, $1,100,000,000.
(D) New primary loan guarantee commitments,

$20,900,000,000.
(E) New secondary loan guarantee commitments, $0.

(16) Administration of Justice (750):
Fiscal year 1985:

(A) New budget authority, $6,650,000,000.
(B) Outlays, $6,450,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $6,900,000,000.
(B) Outlays, $6,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $7,050,000,000.
(B) Outlays, $7,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.



Fiscal year 1988:
(A) New budget authority, $7,200,000,000.
(B) Outlays, $7,150,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(17) General Government (800):
Fiscal year 1985:

(A) New budget authority, $5,800,000,000.
(B) Outlays, $5,850,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $5,350,000,000.
(B) Outlays, $5,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $5,300,000,000.
(B) Outlays, $5,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $5,450.000,000.
(B) Outlays, $5,450,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(18) General Purpose Fiscal Assistance (850):
Fiscal year 1985:

(A) New budget authority, $6,400,000,000.
(B) Outlays, $6,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $5,350,000,000.
(B) Outlays, $5,650,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $1,950,000,000.
(B) Outlays, $2,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $2,100,000,000.
(B) Outlays, $2,100,000,000.
(C) New direct loan obligations, $0.



(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(19) Net Interest (900):
Fiscal year 1985:

(A) New budget authority, $129,950,000,000.
(B) Outlays, $129,950,000,000.

-(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, $140,950,000,000.
(B) Outlays, $140,950,000,000.
-(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, $150,950,000,000.
(B) Outlays, $150,950,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, $153,850,000,000.
(B) Outlays, $153,850,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(20) Allowances (920):
Fiscal year 1985:

(A) New budget authority, $300,000,000.
(B) Outlays, $300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, -$4,900,000,000.
(B) Outlays, -$4,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, -$4,600,000,000.
(B) Outlays, -$4,250,000,000.
(C) New direct loan obligations, -$700,000,000.
(D) New primary loan guarantee commitments,

-$1,000,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, -$3,450,000,000.
(B) Outlays, -$3,150,000,000.
(C) New direct loan obligations, -$1,300,000,000.
(D) New primary loan guarantee commitments,

-$1,800,000,000.
(E) New secondary loan guarantee commitments, $0.



(21) Undistributed Offsetting Receipts (950):
Fiscal year 1985:

(A) New budget authority, -$32,350,000,000.
(B) Outlays, -$32,350,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New budget authority, -$39,750,000,000.
(B) Outlays, -$39,750,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1987:
(A) New budget authority, -$36,550,000,000.
(B) Outlays, -$36,550,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1988:
(A) New budget authority, -$39,750,000,000.
(B) Outlays, -$39,750,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

UNIFIED AND OFF-BUDGET TOTALS

SEC. 2. (a) The following budgetary levels reflecting both the uni-
fied budget and off-budget transactions are appropriate for the
fiscal years beginning on October 1, 1985, October 1, 1986, and Oc-
tober 1, 1987:

(1) The recommended levels of Federal revenues are as fol-
lows:

Fiscal year 1986: $794,100,000.000.
Fiscal year 1987: $866,000,000.000.
Fiscal year 1988: $955,600,000,000.

and the amounts by which the aggregate levels of Federal rev-
enues should be increased are as follows:

Fiscal year 1986: $1,450,000,000.
Fiscal year 1987: $1,700,000,000.
Fiscal year 1988: $3,100,000,000.

and the amounts for Federal Insurance Contributions Act reve-
nues for hospital insurance within the recommended levels of
Federal revenues are as follows:

Fiscal year 1986: $51,000,000,000.
Fiscal year 1987: $56,100,000,000.
Fiscal year 1988: $61,300,000,000.

and the amounts for Federal Insurance Contributions Act reve-
nues for old-age, survivors, and disability insurance within the
recommended levels of Federal revenues are as follows:

Fiscal year 1986: $200,700,000,000.
Fiscal year 1987: $216,850,000,000.
Fiscal year 1988: $248,250,000,000.



(2) The appropriate levels of total new budget authority are
as follows:

Fiscal year 1986: $1,062,900,000,000.
Fiscal year 1987: $1,134,300,000,000.
Fiscal year 1988: $1,212,800,000,000.

(3) The appropriate levels of total budget outlays are as fol-
lows:

Fiscal year 1986: $967,250,000,000.
Fiscal year 1987: $1,028,500,000,000.
Fiscal year 1988: $1,080,000,000,000.

(4) The amounts of the deficits in the budget which are ap-
propriate in the light of economic conditions and all other rele-
vant factors are as follows:

Fiscal year 1986: $173,150,000,000.
Fiscal year 1987: $162,500,000,000.
Fiscal year 1988: $124,400,000,000.

(b) The appropriate levels of budget authority and budget outlays
for fiscal years 1986 through 1988 reflecting both the unified
budget and off-budget transactions for each major functional cate-
gory are:

(1) National Defense (050):
Fiscal year 1986:

(A) New budget authority, $292,600,000,000.
(B) Outlays, $267,100,000,000.

Fiscal year 1987:
(A) New budget authority, $312,700,000,000.
(B) Outlays, $285,200,000,000.

Fiscal year 1988:
(A) New budget authority, $335,400,000,000.
(B) Outlays, $303,900,000,000.

(2) International Affairs (150):
Fiscal year 1986:

(A) New budget authority, $21,750,000,000.
(B) Outlays, $18,600,000,000.

Fiscal year 1987:
(A) New budget authority, $20,550,000,000.
(B) Outlays, $16,900,000,000.

Fiscal year 1988:
(A) New budget authority, $20,600,000,000.
(B) Outlays, $16,200,000,000.

(3) General Science, Space and Technology (250):
Fiscal year 1986:

(A) New budget authority, $9,100,000,000.
(B) Outlays, $8,900,000,000.

Fiscal year 1987:
(A) New budget authority, $9,050,000,000.
(B) Outlays, $8,900,000,000.

Fiscal year 1988:
(A) New budget authority, $9,100,000,000.
(B) Outlays, $8,950,000,000.

(4) Energy (270):
Fiscal year 1986:

(A) New budget authority, $6,100,000,000.
(B) Outlays, $5,750,000,000.



Fiscal year 1987:
(A) New budget authority, $6,050,000,000.
(B) Outlays, $5,350,000,000.

Fiscal year 1988:
(A) New budget authority, $5,150,000,000.
(B) Outlays, $4,650,000,000.

(5) Natural Resources and Environment (300):
Fiscal year 1986:

(A) New budget authority, $13,100,000,000.
(B) Outlays, $13,000,000,000.

Fiscal year 1987:
(A) New budget authority, $13,400,000,000.
(B) Outlays, $12,800,000,000.

Fiscal year 1988:
(A) New budget authority, $13,650,000,000.
(B) Outlays, $13,200,000,000.

(6) Agriculture (350):
Fiscal year 1986:

(A) New budget authority, $18,550,000,000.
(B) Outlays, $15,800,000,000.

Fiscal year 1987:
(A) New budget authority, $17,950,000,000.
(B) Outlays, $16,950,000,000.

Fiscal year 1988:
(A) New budget authority, $15,700,000,000.
(B) Outlays, $15,000,000,000.

(7) Commerce and Housing Credit (370):
Fiscal year 1986:

(A) New budget authority, $8,850,000,000.
(B) Outlays, $4,600,000,000.

Fiscal year 1987:
(A) New budget authority, $9,300,000,000.
(B) Outlays, $5,000,000,000.

Fiscal year 1988:
(A) New budget authority, $9,500,000,000.
(B) Outlays, $6,700,000,000.

(8) Transportation (400):
Fiscal year 1986:

(A) New budget authority, $28,400,000,000.
(B) Outlays, $26,450,000,000.

Fiscal year 1987:
(A) New budget authority, $30,450,000,000.
(B) Outlays, $28,950,000,000.

Fiscal year 1988:
(A) New budget authority, $31,300,000,000.
(B) Outlays, $29,500,000,000.

(9) Community and Regional Development (450):
Fiscal year 1986:

(A) New budget authority, $7,550,000,000.
(B) Outlays, $8,150,000,000.

Fiscal year 1987:
(A) New budget authority, $7,800,000,000.
(B) Outlays, $8,050,000,000.

Fiscal year 1988:



(A) New budget authority, $8,100,000,000.
(B) Outlays, $7,950,000,000.

(10) Education, Training, Employment, and Social Services
(500):

Fiscal year 1986:
(A) New budget authority, $32,050,000,000.
(B) Outlays, $31,150,000,000.

Fiscal year 1987:
(A) New budget authority, $33,000,000,000.
(B) Outlays, $32,100,000,000.

Fiscal year 1988:
(A) New budget authority $33,700,000,000.
(B) Outlays, $32,950,000,000.

(11) Health (550):
Fiscal year 1986:

(A) New budget authority, $36,100,000,000.
(B) Outlays, $35,600,000,000.

Fiscal year 1987:
(A) New budget authority, $38,600,000,000.
(B) Outlays, $38,300,000,000.

Fiscal year 1988:
(A) New budget authority, $41,150,000,000.
(B) Outlays, $40,800,000,000.

(12) Medical Insurance (570):
Fiscal year 1986:

(A) New budget authority, $81,950,000,000.
(B) Outlays, $68,250,000,000.

Fiscal year 1987:
(A) New budget authority, $91,550,000,000.
(B) Outlays $75,550,000,000.

Fiscal year 1988:
(A) New budget authority, $95,550,000,000.
(B) Outlays, $84,600,000,000.

(13) Income Security (600):
Fiscal year 1986:

(A) New budget authority, $158,250,000,000.
(B) Outlays, $121,750,000,000.

Fiscal year 1987:
(A) New budget authority, $167,400,000,000.
(B) Outlays, $127,800,000,000.

Fiscal year 1988:
(A) New budget authority, $175,800,000,000.
(B) Outlays, $133,850,000,000.

(14) Social Security (650):
Fiscal year 1986:

(A) New budget authority, $207,200,000,000.
(B) Outlays, $200,800,000,000.

Fiscal year 1987:
(A) New budget authority, $224,750,000,000.
(B) Outlays, $214,050,000,000.

Fiscal year 1988:
(A) New budget authority, $264,650,000,000.
(B) Outlays, $228,300,000,000.

(15) Veterans Benefits and Services (700):



Fiscal year 1986:
(A) New budget authority, $27,450,000,000.
(B) Outlays, $26,800,000,000.

Fiscal year 1987:
(A) New budget authority, $27,650,000,000.
(B) Outlays, $27,350,000,000.

Fiscal year 1988:
(A) New budget authority, $28,050,000,000.
(B) Outlays, $27,800,000,000.

(16) Administration of Justice (750):
Fiscal year 1986:

(A) New budget authority, $6,900,000,000.
(B) Outlays, $6,800,000,000.

Fiscal year 1987:
(A) New budget authority, $7,050,000,000.
(B) Outlays, $7,000,000,000.

Fiscal year 1988:
(A) New budget authority, $7,200,000,000.
(B) Outlays, $7,150,000,000.

(17) General Government (800):
Fiscal year 1986:

(A) New budget authority, $5,350,000,000.
(B) Outlays, $5,300,000,000.

Fiscal year 1987:
(A) New budget authority, $5,300,000,000.
(B) Outlays, $5,200,000,000.

Fiscal year 1988:
(A) New budget authority, $5,450,000,000.
(B) Outlays, $5,450,000,000.

(18) General Purpose Fiscal Assistance (850):
Fiscal year 1986:

(A) New budget authority, $5,350,000,000.
(B) Outlays, $5,650,000,000.

Fiscal year 1987:
(A) New budget authority, $1,950,000,000.
(B) Outlays, $2,900,000,000.

Fiscal year 1988:
(A) New budget authority, $2,100,000,000.
(B) Outlays, $2,100,000,000.

(19) Net Interest (900):
Fiscal year 1986:

(A) New budget authority, $140,950,000,000.
(B) Outlays, $140,950,000,000.

Fiscal year 1987:
(A) New budget authority, $150,950,000,000.
(B) Outlays, $150,950,000,000.

Fiscal year 1988:
(A) New budget authority, $153,850,000,000.
(B) Outlays, $153,850,000,000.

(20) Allowances (920):
Fiscal year 1986:

(A) New budget authority, -$4,900,000,000.
(B) Outlays, -$4,400,000,000.

Fiscal year 1987:



(A) New budget authority, -$4,600,000,000.
(B) Outlays, -$4250,000,000.

Fiscal year 1988:
(A) New budget authority, -$3,450,000,000.
(B) Outlays, -$3,150,000,000.

(21) Undistributed Offsetting Receipts (950):
Fiscal year 1986:

(A) New budget authority, -$39,750,000,000.
(B) Outlays, -$39,750,000,000.

Fiscal year 1987:
(A) New budget authority, -$36,550,000,000.
(B) Outlays, -$36,550,000,000.

Fiscal year 1988:
(A) New budget authority, -$39,750,000,000.
(B) Outlays, -$39,750,000,000.

RECONCILIATION

SEC. 3. (a) Not later than 30 calendar days after final action on
this resolution, the House committees named in subsection (b)
through (k) of this section shall submit their recommendations to
the House Budget Committee. After receiving those recommenda-
tions, the Committee on the Budget shall report to the House a rec-
onciliation bill or resolution or both carrying out all such recom-
mendations without any substantive revision.

(b) The House Committee on Agriculture shall report changes in
laws within the jurisdiction of that committee sufficient to reduce
budget authority by $1,000,000,000 and outlays by $1,000,000,000 in
fiscal year 1986; further the Congress finds that to attain the policy
of this resolution in future years requires decreases of
$1,800,000,000 in budget authority and $1,800,000,000 in outlays in
fiscal year 1987; and requires decreases of $4,100,000,000 in budget
authority and $4,100,000,000 in outlays in fiscal year 1988.

(c) The House Committee on Education and Labor shall report
changes in laws within the jurisdiction of that committee which
provide spending authority as defined in section 401(c)(2)(C) of the
Congressional Budget Act of 1974, sufficient to reduce outlays by
$300,000,000 in fiscal year 1986; further the Congress finds that to
attain the policy of this resolution in future years requires de-
creases of outlays by $300,000,000 in fiscal year 1987; and requires
decreases of outlays by $300,000,000 in fiscal year 1988.

(d) The House Committee on Energy and Commerce shall report
changes in laws within the jurisdiction of that committee which
provide spending authority as defined in section 401(c)(2)(C) of the
Congressional Budget Act of 1974, sufficient to reduce outlays by
$3,423,000,000 in fiscal year 1986; further the Congress finds that to
attain the policy of this resolution in further years requires de-
creases of outlays by $4,277,000,000 in fiscal year 1987; and requires
decreases of outlays by $5,145,000,000 in fiscal year 1988.

(e) The House Committee on Government Operations shall report
changes in laws within the jurisdiction of that committee sufficient
to reduce budget authority by $1,712,000,000 and outlays by
$926,000,000 in fiscal year 1986; further the Congress finds that to
attain the policy of this resolution in future years requires de-
creases of $5,387,000,000 in budget authority and $4,100,000,000 in



outlays in fiscal year 1987; and requires decreases of $5,639,000,000
in budget authority and $5,457,000,000 in outlays in fiscal year
1988.

(f) The House Committee on Interior and Insular Affairs shall
report changes in laws within the jurisdiction of that committee
sufficient to reduce budget authority by $4,000,000,000 and outlays
by $4,000,000,000 in fiscal year 1986; further the Congress finds
that to attain the policy of this resolution in future years requires
increases of $1,504,000,000 in budget authority and $1,504,000,000
in outlays in fiscal year 1987; and requires increases of
$1,029,000,000 in budget authority and $1,029,000,000 in outlays in
fiscal year 1988.

(g) The House Committee on Merchant Marine and Fisheries
shall report changes in laws within the jurisdiction of that commit-
tee sufficient to reduce budget authority by $50,000,000 and outlays
by $50,000,000 in fiscal year 1986; further the Congress finds that
to attain the policy of this resolution in future years requires de-
creases of $50,000,000 in budget authority and $50,000,000 in out-
lays in fiscal year 1987; and requires decreases of $50,000,000 in
budget authority and $50,000,000 in outlays in fiscal year 1988.

(h) The House Committee on Post Office and Civil Service shall
report changes in laws within the jurisdiction of that committee
sufficient to reduce budget authority by $145,000,000 and outlays
by $445,000,000 in fiscal year 1986; further the Congress finds that
to attain the policy of this resolution in future years requires de-
creases of $145,000,000 in budget authority and $145,000,000 in out-
lays in fiscal year 1987; and requires decreases of $154,000,000 in
budget authority and $154,000,000 in outlays in fiscal year 1988.

(i) The House Committee on Public Works and Transportation
shall report changes in laws within the jurisdiction of that commit-
tee sufficient to reduce outlays by $100,000,000 in fiscal year 1986;
further the Congress finds that to attain the policy of this resolu-
tion in future years requires decreases of $500,000,000 in outlays in
fiscal year 1987; and requires decreases of $600,000,000 in outlays
in fiscal year 1988.

(j) The House Committee on Veterans' Affairs shall report
changes in laws within the jurisdiction of that committee which
provide spending authority as defined in section 401(c)(2)(C) of the
Congressional Budget Act of 1974, sufficient to reduce budget au-
thority by $300,000,000 and outlays by $300,000,000 in fiscal year
1986; further the Congress finds that to attain the policy of this
resolution in future years requires decreases of budget authority by
$300,000,000 and outlays by $300,000,000 in fiscal year 1987; and re-

Suires decreases of budget authority by $300,000,000 and outlays by
300,000,000 in fiscal year 1988.
(k) The House Committee on Ways and Means shall report

changes in laws within the jurisdiction of that committee sufficient
to reduce budget authority by $473,000,000 and outlays by
$4,196,000,000 in fiscal year 1986; further the Congress finds that to
attain the policy of this resolution in future years requires de-
creases of $493,000,000 in budget authority and $5,070,000,000 in
outlays in fiscal year 1987; and requires decreases of $513,000,000
in budget authority and $5,958,000,000 in outlays in fiscal year
1988.



AUTOMATIC SECOND BUDGET RESOLUTION

SEC. 4. (a) Effective October 1, 1985, this concurrent resolution
shall be deemed to be the concurrent resolution on the budget for
the 1986 fiscal year required to be reported under section 310(a) of
the Congressional Budget Act of 1974, for the purposes of the prohi-
bition contained in section 311 of such Act.

(b) Section 311(a) of the Congressional Budget Act of 1974, as
made applicable by subsection (a) of this section, shall not apply to
bills, resolutions, or amendments within the jurisdiction of a com-
mittee, or any conference report on any such bill or resolution, if-

(1) the enactment of such bill or resolution as reported;
(2) the adoption and enactment of such amendment; or
(3) the enactment of such bill or resolution in the form rec-

ommended in such conference report;
would not cause the appropriate allocation for such committee of
new discretionary budget authority or new spending authority as
described in section 401(c)(2)(C) of the Congressional Budget Act of
1974 made pursuant to section 302(a) of such Act for fiscal year
1986 to be exceeded.

(c)(1) If any legislation is enacted which would cause budget au-
thority and outlays for "off-budget" spending programs to be in-
cluded in the unified budget, and to be included in the budget
totals for budget authority and outlays, the budget authority and
outlays for such programs shall not be included in determining
whether legislation violates section 311(a) of the Congressional
Budget Act of 1974 as made effective by subsections (a) and (b).

(2) This subsection shall only apply to legislation providing for
the inclusion in the unified budget authority and outlays associated
with such programs (and the amount of budget authority and out-
lays associated with such programs) designated in the accompany-
ing report.

(d) The provisions of this section shall cease to apply when Con-
gress completes action on a subsequent concurrent resolution on
the budget for fiscal year 1986 pursuant to section 304 or 310 of the
Congressional Budget Act of 1974.

WIC FUNDING

SEC. 5. It is the sense of the Congress that the amount of budget
authority and outlays set forth in this concurrent resolution for the
functional category of Income Security for fiscal year 1985 are suf-
ficient to ensure that $1,500,000,000 is apportioned among the
States to carry out the Special Supplemental Food Program author-
ized by section 17 of the Child Nutrition Act of 1966 (commonly re-
ferred to as the WIC program); and it is assumed that the Office of
Management and Budget should therefore release and apportion to
the States the full amount of $1,500,000,000, which was appropri-
ated for the WIC program for fiscal year 1985 since-

(1) Public Law 98-473 provided that, in carrying out the WIC
program, funds shall be apportioned to the States based on an
annual appropriation level of $1,500,000,000;

(2) the Conference Report on H.R. 5743 (H. Rept. 98-1071),
the Agriculture, Rural Development and Related Agency Ap-
propriation Act, 1985, which was incorporated in Public Law



98-473, expresses the conferees' intent that the WIC program
be carried out in such a manner as to fully obligate the
$1,500,000,000 appropriated by Public Law 98-473 for such pro-
gram for fiscal year 1985;

(3) such Conference Report also explicitly stated that any
action to allocate funds inconsistent with a full-year appropria-
tion level of $1,500,000,000 for the WIC program would be an
improper withholding of funds; and

(4) the Office of Management and Budget has not made
available to the Department of Agriculture for distribution to
the States the full amount of funds intended by Congress to be
allocated to the WIC program in any of the first three quarters
of fiscal year 1985, and has not made funds available for such
program during such quarters at the rate intended by the Con-
gress.

INTERNATIONAL MONETARY CONFERENCE

SEC. 6. It is the sense of the Congress that the Administration
should call for the convening of an international monetary confer-
ence this year with the express purpose of exploring options to sta-
bilize currency exchange rates, reduce interest rates, promote max-
imum domestic and world economic growth, and help assure do-
mestic price stability.

TAX REFORM

SEC. 7. (a) The House of Representatives finds that-
(1) the existing tax structure of the United States distorts

economic activity, leading to an inefficient use of national re-
sources and a weakening of our domestic economic vitiality
and competitive posture in international markets;

(2) the relative tax burdens among various taxpayer catego-
ries are manifestly unfair insofar as they arise from differ-
ences in the capabilities of taxpayers to take advantage of com-
plicated tax laws;

(3) the ability of the Federal Government to plan and con-
duct rational fiscal policy is frustrated by elaborate schemes to
avoid taxation and the unintended effects of tax incentives and
penalties;

(4) progressive erosion of voluntary compliance threatens the
fiscal integrity of our public finances and the confidence of our
citizens in the Federal Government's capacity to govern; and

(5) a number of plans, each designed to simplify and reform
the Tax Code, have been before the Congress for a time suffi-
cient to allow for extensive analysis and evaluation.

(b) It is therefore the sense of the House of Representatives that
tax reform should be adopted as soon as possible, and that it should
incorporate the following principles and objectives-

(1) efficiency and responsiveness to market conditions in the
economic activities of American businesses and consumers;

(2) simplicity of structure and lower marginal tax rates;
(3) a fair and equitable distribution of the tax burden among

all taxpayers, with relief for those below the poverty level, and
incentives to bring them into the work force;



(4) a broader tax base, with deductions essential to avoid gen-
uine hardship or to protect the economic security of the Ameri-
can people; and

(5) increased incentives for work, saving, and investment.

LIMITATION ON BENEFITS TO ALIENS

SEC. 8. It is the sense of the Congress that functional totals
should be reduced to reflect a limitation on the amount of social
security benefits paid to illegal and nonresident aliens. It is as-
sumed that the Ways and Means Committee will report legislation
to accomplish the required changes in law. Such legislation may
limit benefits to the amount of the wage-earner's contribution plus
interest, unless the wage earner is a citizen of a country with
which the United States has a treaty or totalization agreement.
This provision would apply to individuals becoming eligible on or
after January 1, 1986.

COMMITTEE REVIEW OF THE PRESIDENT'S PRIVATE SECTOR SURVEY ON

COST CONTROL

SEC. 9. It is the sense of the House of Representatives that-
(1) each of its standing committees should review and study,

on a continuing basis, those portions of the President's Private
Sector Survey on Cost Control affecting subjects within its ju-
risdiction;

(2) each of its standing committees should, in its consider-
ation of any bill or joint resolution of a public character within
its jurisdiction, review those portions of the President's Private
Sector Survey on Cost Control- pertaining to such bill or resolu-
tion; and

(3) each report of any such committee on a bill or joint reso-
lution of a public character should contain-

(A) an identification of each recommendation of the
President's Private Sector Survey on Cost Control imple-
mented in such bill or resolution and the estimated dollar
amount of program cost savings or revenue enhancement
as a result of the implementation of each such recomenda-
ton; and

(B) a statement setting forth each recommendation of
the President's Private Sector Survey on Cost Control per-
taining to such bill or resolution, the disposition of each
such recommendation, and the reasons for such disposi-
tion.
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