FISCAL YEAR 1982
Budget Revisions

MARCH 1981

Forvoaide by the Superintendent of Documents, T % Government Printing Otfice Washington, ILC. 20402

Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis
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This document meets that requirement.

GENERAL NOTES

1. All years referred to are fiscal years
unless otherwise noted.

2. Detail may not add to totals due to
rounding.
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TO THE CONGRESS OF THE UNITED STATES:

On February 18, I spoke to a Joint Session of Congress
about the economic crisis facing America. I pledged then to
take the action necessary to alleviate the grievous economic
plight of our people. The plan I outlined will stop runaway
inflation and revitalize our economy if given a chance.
There is nothing but politics-as—-usual standing in the way
of lower inflation, increased productivity, and a return to
prosperity.

Our program for economic recovery does not rely upon
complex theories or elaborate Government programs. Instead,
it recognizes basic economic facts of life and, as humanely
as possible, it will move America back toward economic
sanity. The principles are easily understood, but it will
take determination to apply them. Nevertheless, if inflation
and unemployment are to be curtailed, we must act.

First, we must cut the growth of Government spending.

Second, we must cut tax rates so that once again work
will be rewarded and savings encouraged.

Third, we must carefully remove the tentacles of
excessive Government regulation which are strangling our
economy .

Fourth, while recognizing the independence of the
Institution, we must work with the Federal Reserve Board to
develop a monetary policy that will rationally control the
money supply.

Fifth, we must move, surely and predictably, toward a
balanced budget.

The budget reform plan announced on February 18 includes
83 major cuts resulting in $34.8 billion outlay savings for
1982, with greater future savings. With this message, over
200 additional reductions are proposed. An additional $13.8
billion in savings are now planned. Further, I am proposing
changes in user charges and off-budget payments that will
bring total fiscal savings to $55.9 billion. This compares
with $49.1 billion in fiscal savings announced on February 18.
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In terms of appropriations and other budget authority
that will affect future spending, we are proposing elimination
of $67 billion in 1982 and over $475 billion in the period
1981 to 1986.

These cuts sound like enormous sums -- and they are --
until one considers the overwhelming size of the total
budget. Even with these cuts, the 1982 budget will total
$695.3 billion, an increase of 6.1 percent over 1981.

The budget reductions we are proposing will, undoubtedly,
face stiff opposition from those who are tied to maintaining
the status quo. But today's status quo is nothing more than
economic stagnation coupled with high inflation. Dramatic
change is needed or the situation will simply get worse,
resulting in even more suffering and misery, and possibly
the destruction of traditional American wvalues.

While recognizing the need for bold action, we have
ensured that the impact of spending reductions will be
shared widely and fairly by different groups and the various
regions of the country. Also, we have, as pledged, maintained
this society's basic social safety net, protecting programs
for the elderly and others who rely on Government for their
very existence.

Budget cuts alone, however, will not turn this economy
around. Our package includes a proposal to reduce sub-
stantially the personal income tax rates levied on our
people and to accelerate the recovery of business with
capital investment. These rate reductions are essential to
restoring strength and growth to the economy by reducing the
existing tax barriers that discourage work, saving, and
investment. Individuals are the ultimate source of all
savings and investment. Lasting economic progress, which is
our goal, depends on our success in encouraging people to
involve themselves in this kind of productive behavior.

Our tax proposal will, if enacted, have an immediate
impact on the economic vitality of the Nation, where even a
slight improvement can produce dramatic results. For example,
a 2 percent increase in economic growth will add $60 billion
to our gross national product in one year alone. That $60
billion adds to the State and local tax base, to the purchasing
power of the American family, and to the resources available
for investment.
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When considering the economic recovery package, I urge
the Members of Congress to remember that last November the
American people's message was loud and clear. The mandate
for change, expressed by the American people, was not my
mandate; it was our mandate. Together we must remember that
our primary responsibility is to the Nation as a whole and
that there is nothing more important than putting America's
economic house in order.

The next steps are up to Congress. It has not been
easy for my Administration to prepare this revised budget.
I am aware that it will not be easy for the Congress to act
upon it. I pledge my full cooperation. It is essential
that, together, we succeed in again making this Nation a
land whose expanding economy offers an opportunity for all
to better themselves, a land where productive behavior is
rewarded, a land where one need not fear that economic
forces beyond one's control will, through inflation, destroy
a lifetime of savings.

RONALD REAGAN

THE WHITE HOUSE,

March 10, 1981

Federal Reserve Bank of St. Louis
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Part 1

ECONOMIC AND BUDGET POLICY

On February 5, President Reagan spoke to the American people
about the economic problems that we face:

-- runaway inflation;
-- excessive regulation;

-=— +tax burdens that have diminished incentives to work,
produce, save, and invest;

-- large and increasing budget deficits; and

-— uncontrolled growth of the Federal budget.

The Economic Plan

The President then outlined his plan to deal with these problems.
It consists of four broad parts: (1) an immediate, substantial,
and sustained reduction in the growth of Federal expenditures;
(2) a significant reduction in Federal tax rates over the next 3
years; (3) elimination of unnecessary Federal regulations; and
(4) a slower, steady, and predictable growth of the money supply

set by the 1independent Federal Reserve System. These four
complementary policies form an integrated and comprehensive
program.

This plan reflects faith in the private sector, rather than the
Federal Government, as the fundamental source of economic
motivation and growth. It is based on the belief that Government
economic policy must again become reliable and consistent. The
approach embodied in the Administration's plan is a major
departure from past policies, which consisted of rapid growth of

Federal spending, excessive increases in the money supply,
frequent changes of direction, historically high and continually
rising tax burdens, and unwarranted regulation. The plan

proposes to restcocre State and local government responsibilities
in areas of public services in which the Federal Government has,
in recent years, become excessively or improperly involved.

The major features of the President's economic plan were
described in his address to a joint session of the Congress and
in the February 18 report, A Program for Economic Recovery. The
present document updates that report and contains further
information on the budget revisions the President is proposing,
including additional changes now proposed by the Administration
to achieve the 1981 and 1982 outlay targets announced on
February 18. This is summarized in the following tables.
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Table 1.--BUDGET SAVINGS
(in billions of dollars)

1981 1982 1983 1984 1985 1986

Outlays
Savings listed on February 18 a/............ 4.8 34.8 50.1 61.4 70.2 77.3
Additional savings now listed b/............ 1.6 13.8 17.1 19.9 22.6 25.4
Subtotal, Outlay savings..... ceesee e 6.4 48.6 67.2 81.2 92.8 102.7
Savings included above that were also
included in the January budget...... Ceeeaes (0.3) (8.2) (9.1) (9.7) (11.1) (11.5)
Receipts
Proposed user charges and other proposals... 0.3 2.6 2.9 3.3 3.6 4.0
Proposals included above that were also
included in the January budget........ ceeae (0.2) (1.8) (2.0) (2.2) (2.4) (2.6)
Total budget savings.......oceeveeaann 6.6 51.2 70.2 84.5 96.4 106.8

a/ Measured from a current policy base.
b/ Measured from the January budget.
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Table 2.--CHANGE FROM CURRENT POLICY BASE OUTLAYS TO TARGET OUTLAY CEILING

(in billions of dollars)

February 18 current policy base.....

Added defense funds...c.eeeeeeesns
Reestimates and other adjustments

Current policy base with adequate defense......

Outlay savings (from Table 1)....
Nondefense increases a/....... ces

Additional savings to be proposed.......... .

Target outlay ceiling......eocoueess

1981 1982 1983 1984 1985 1986
657.8 729.7 792.1 849.0 911.4 0972.8
2.0 6.2 20.7 27.0 50.2 63.1
0.2 6.8 14.4 17.7 17.1 19.8
660.0 742.7 827.2 893.7 978.7 1055.7
-6.4 -48.6 -67.2 -81.2 -92.8 -102.7
1.6 1.2 1.8 1.9 1.8 1.7
—-——= —-——= =29.8 -44.2 -43.7 -42.7
655.2 695.3 732.0 770.2 844.0 912.0

a/ Measured from the January budget.
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Lessons of Past Economic Events

The experience of the past decade has taught workers and
businessmen alike that frequent Government tinkering with
economic policy results in increased uncertainty, unpredictable
interest rates, rapid price increases, steep increases in Federal
budget outlays, and uncertain real returns to savings and
investment. 1In contrast, the President's economic plan moves
toward dependable stability.

For the future, budget control is essential. The excessive past
rates of increase in Federal outlays have inhibited economic

growth, raised the Nation's real tax burden, diverted resources
from more productive private uses, and discouraged production and
investment.

Borrowing to finance growing deficits has brought about a
substantial reallocation of national savings from the private
sector to the Federal Government. More than three-fourths of the
nondefense portion of the Federal budget is for current
expenditure rather than investment. The growing public sector
demands on available savings, to finance current expenditures by
the Government, has impeded the private sector capital formation
necessary for sustained economic growth.

Sluggish growth and rising unemployment led, in a vicious circle,
to additional budget spending, higher budget deficits, and still

less growth. The Dbudget became a captive of deteriorating
economic forces rather than a catalyst for economic improvement.
A year ago, for example, the Congress and the executive branch

reached a consensus as to the need to balance the budget, and
made an effort to do so. An economic recession, however, along
with the explosive increase in interest rates, overwhelmed these

efforts. This volatility and deterioration in the performance of
the national economy increased estimated 1981 spending by $47
billion while receipts increased by less than $8 Dbillion. The

plan to Dbalance the Dbudget fell apart. Once again, external
economic forces reversed planned policy.

This Administration's budget control plan explicitly recognizes
the interaction between external economic forces and internal
Federal policy changes. The surest path to a balanced budget is
a coordinated program to rejuvenate economic growth and restore
the value of money. If this is done, external economic forces
will act to enhance the Government's internal fiscal policies
rather than to undermine them.
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Budget Restraint

Restraining the growth of Federal spending lies at the center of
the program for economic recovery. In recent years, deeply
embedded inflationary fears have Dbeen reinforced by numerous
upward budget revisions and growing Federal deficits. During the
past 2 years, Federal spending has increased from the original
budget estimates by amounts totaling nearly $100 billion, and the
rate of increase in Government spending has averaged 16%. The
President's budget control plan is designed to create a much
better economic environment. Compared to the current policy
base, the plan will save $40 billion in outlays 1in 1982.
Reduction targets of $97.0 billion in 1983 and more than $125
billion annually during 1984-1986 have been established.

During the 1981-84 period, the budget plan would reduce the rate
of growth of Federal expenditures to 5.5% annually. Together
with a stable monetary policy, this abrupt downward shift in
spending growth is the only credible way to reduce inflationary
expectations and remove the historically large inflation premium
that is currently embedded in interest rates.

As indicated in the following tables, this Administration's
proposals substantially alter the previous administration's tax
and spending policies. Sharp reductions in spending growth would

occur under the budget reform plan. Spending in 1982 would grow
by 6.1% under the Administration's revised budget, only about
half as fast as the 11.6% growth in spending proposed by the
previous administration. The substantial reduction in the
Government tax burden is illustrated by:

-— a much slower growth rate in budget receipts during
1982 -- 8.3% for the revised budget in comparison to
17.2% in the January budget; and

-—- almost a 2 percentage point reduction in the receipts
share of GNP in 1982 -- from 22.1% under the January
budget to 20.4% under the Administration proposals.

In addition to budget spending reductions, off-budget outlay
savings of $4.7 billion are proposed in 1982, and significantly
larger reductions are proposed for later years. Some of these
budget and off-budget reductions, which are partially offset by
upward revisions to the base, occur in Federal lending or 1loan
guarantee programs. Under the revised budget, direct 1loan
obligations would be $2.6 billion lower for 1982 than under the
January budget proposals, and new loan guarantee commitments
would be $18.4 billion lower.
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Table 3.--JANUARY VERSUS REVISED BUDGET TOTALS
(in billions of dollars)

Actual Estimate
1980 1981 1982
Budget Authority
January budget.....cceeteeccecnoccan . 658.8 726.5 809.8
Change..coeeeereeecscccnnsncns ceens - -16.3 -37.5
Revised budget.....c. vttt oeeonnoscnns 658.8 710.1 772.4
Outlays
January budget........cc0eea..n e eaen . 579.6 662.7 739.3
Change. i ceresoerevsoecononsssssnnss ——- -7.6 -44.0
Revised budget...cevetiveneenoccoensns 579.6 655.2 695.3
Receipts
January budget......cccet ettt eccocaocsnn 520.0 607.5 711.8
Change....... s e et esee et et —-—— -7.2 -61.4
Revised budget...c.vvveverenoeensasens 520.0 600.3 650.3
Deficit (-)
January budget......cctecteceiccnceens -59.6 -55.2 ~27.5
Change....... st e ereeee e e —-——— 0.3 -17.4
Revised budget....c.viiveerteeonnnnsns -59.6 -54.9 ~-45.0

The combination of incentive-strengthening tax rate reductions
and firm expenditure control will lead to a balanced budget by
1984. The President's proposals project a 1984 spending target
of $770 Dbillion, which is $120 billion below the January budget
projection for that year. The 1984 outlay target share of GNP is
estimated at 19.3%, 2.7 percentage points below the January
budget estimate. The receipt share of GNP under President
Reagan's proposals also stands at 19.3% in 1984, with the Federal
tax burden reduced by $152 billion from the January budget
estimate.

As a result of the President's tax proposals, Federal receipts
are estimated to rise by 28% between 1981 and 1984, when budget
balance is first attained, and by 57% over the entire 1981-1986
period. Under the previous administration's proposals, Federal
receipts would have risen by 96% over this 5-year period. But
this extraordinary tax burden would inhibit investment and output
growth, and thus would have triggered additional outlays for
unemployment benefits and the like, resulting in higher budget
deficits. However, the new policy of tax rate reduction is
expected to expand the economy's productive base, lower
unemployment, and reduce budget outlays. As a result, the
decline in tax rates is likely to generate both strong economic

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



-7-

improvement and impressive gains in receipts, paving the way for
a balanced budget.

Table 4.--FISCAL TRENDS

1981 Estimate 1982 Estimate
January Revised January Revised

Percentage Growth

Recelpts.ceeeieeeseennrenn 16.8 15.4 17.2 8.3

OUutlayS.:eeeeeesssssoncnces 14.3 13.0 11.6 6.1
Percent of GNP

ReceiptsS...eeveevenecnenns 21.4 21.1 22.1 20.4

OutlaysS..ceevessococcoeesnnn 23.3 23.0 23.0 21.8

By holding the growth of Federal spending below the rate of
growth of gross national product, the new policy achieves serious
and reliable budget control. The tax share will be equal to the
outlay share by 1984, at significantly lower levels than under
previous policy. The reduced size of the public sector will free
up the resources for a strong, rapidly growing private sector.

The reduced Federal share of GNP under the new budget plan,
reinforced by monetary stability, will signal a sharp reduction
in future rates of inflation, and will thus have beneficial
effects on financial, 1labor, product, commodity, and foreign
exchange markets. As inflationary expectations moderate,
interest rates will decline and business confidence will improve.
Long-term capital markets will recover, making possible the
refinancing of corporate balance sheets. Wage and price demands
will Dbecome less aggressive. Commodity prices will stop rising,
and the dollar will strengthen in foreign exchange markets. Tax
burdens will ease. Better fiscal policies will become the basis
for economic revival.

Budget Reduction Plan

The expenditure plan proposed in this document is complete for

1981 and 1982. Projections of 1983 and future-year spending
consistent with the specific budget reductions included in this
program are also shown. However, 1is shown in Table 2 above,

further spending reductions affecting 1983 and subsequent years
are also planned. These further reductions will be identified in
later messages and budgets.

Because of the long lags in the Federal spending process, large
reductions in spending authority do not result in corresponding
immediate reductions in outlays. For example, the proposed
reductions in budget authority amount to $21 billion in 1981.
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The resulting outlay reductions in 1981 are estimated to total
less than a third of this amount.

Spending has achieved runaway momentum because criteria on which
to judge the merits of spending programs have Dbeen largely
absent. As a result, virtually any demand for Federal
assistance, from any sector of the economy or region, has been
considered valid.

The President's budget revisions represent a sharp departure from
the policies of the past two decades. The January budget
estimates showed Federal spending increasing at an annual rate of
13.3% over the period from 1977 to 198l. This Administration's
program will reduce the rate of growth of Federal spending to
only 5.5% a year over the 1981-1984 period. Restrained and
steady fiscal policy will replace the excessively expansionary
and erratic policies of the past and will permit sound monetary
policies.

This change will Dbenefit Americans of all income classes,
regions, and ages. Similarly, as is fitting in our democracy,
the impact of budget restraint will be widely shared. No group
except the truly needy should be exempt. No one should expect to
share the benefits of budget restraint without also sharing its
costs.

Despite the limited time that this Administration has had to
review the budget, the proposed revisions are extensive and
detailed. This detail demonstrates clearly that the costs of the
budget restraint program are shared equitably.

The proposed budget reductions were developed on the basis of a
set of clear, consistent, and economically sound criteria. The
Administration has applied the following nine «criteria for
evaluating claims for Federal support.

The first criterion is the preservation of the social safety net.
The social safety net consists of those programs, mostly begun in
the 1930's, that now constitute an agreed-upon core of protection
for the elderly, the unemployed, and the poor, and those programs
that fulfill our basic commitment to the people who fought for
this country in times of war. Under the President's plan,
expenditures for these programs will increase as a percentage of
total Federal outlays, from 36.8% in 1981 to 40.1% in 1984.

The second criterion is the revision of entitlements to eliminate
unintended Dbenefits. This criterion applies primarily to newer
Federal entitlement programs and related income security programs
that have undergone rapid growth during the last 20 vyears. The
criterion also applies to certain aspects of social safety net
programs that have been added unnecessarily or have grown
excessively. Outlays for new or expanded entitlements have grown
from $5.6 billion in 1970 to a January budget estimate of §$56.9
billion for 1982.

The third criterion is the reduction of benefits for people with
middle to upper incomes. Given the current economic climate and
Digitized for FRASER
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the proposed major reductions in income taxes, these spending
reductions are a matter of simple equity and common sense. This
criterion directly challenges the drift toward the

universalization of social benefit programs.

The fourth criterion is the recovery of allocable costs by means
of user fees. The user fee principle is applicable to activities
that provide direct economic benefits to a specific and known
group of individuals or enterprises and where there is no need or
reason for these beneficiaries to be subsidized by all taxpayers.
The Administration proposes applying this criterion to certain
Coast Guard expenses, inland waterways, and the air traffic
control system. The scope for application of this principle
extends to other areas as well.

The fifth criterion is the application of rigorous standards to
economic subsidy programs. The budget reform plan proposes to
eliminate grants and subsidies that were designed to alleviate
specific problems of economic deterioration, but have instead
made our economic problems worse by interfering with the workings
of the marketplace. Significant reductions are proposed for
nonproductive Jjobs programs, unnecessary subsidies to develop
energy technologies, and a host of other subsidy programs that
contribute to, rather than help solve, our national economic
problems.

The sixth criterion is a stretch-out of public sector capital

investment programs. Many of these projects are desirable and
should be completed expeditiously under normal economic
conditions. However, the present economic c¢crisis argues for

stretching out and delaying these investments in the short run.

The seventh criterion is the imposition of fiscal restraint on
other programs of national interest. These programs have some
merit, but given current constraints on available resources they
must be curtailed or eliminated.

The eighth criterion is consolidation of many categorical grants
to State and local governments into block grants. The Federal
Government in Washington has no special wisdom in dealing with
many of the social and educational issues faced at the State and
local level. By consolidating many of the 550 categorical grant
programs, it will be possible to achieve numerous efficiencies.
The health, education, and social services programs proposed for
consolidations encompass 616 pages of law, 1,400 pages of
regulations, over 10,000 separate grants, and approximately
88,000 grant sites. It takes over 7 million hours to fill out
the reports that are required each year, and several thousand
Federal employees to administer these programs.

The ninth and final criterion is the reduction of Federal
overhead, personnel costs, and program waste and inefficiency.
As a start, President Reagan placed a complete freeze on Federal
hiring and ordered limits on the procurement of office equipment,
consulting services, and travel. This is a beginning. Federal

management, personnel levels, and administration are being
further evaluated and tightened.
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Many people will find some of the individual, specific budget
reductions described in these pages difficult to accept. This is
because every dollar now paid in Federal taxes or borrowed by the
Federal Government in private financial markets is paid out to a
recipient who has an interest in seeing this payment continued,
whether the Federal Government and its taxpayers can truly afford
it or not. People who plead for special treatment or exemption
from the criteria outlined above threaten the rationale and
validity of the entire budget reform plan. The plan is designed
to share the temporary economic burden of constraining the
Federal Government to its proper role, based on stated
principles. One exception logically leads to many other
exceptions and to erosion of the plan and of its 1long-term
benefits for the economy and for all Americans.

The application of these criteria makes it possible to continue
to finance programs that comprise the social safety net and aid

the truly needy, and those -- 1like a strengthened national
defense - that are essential Federal Government
responsibilities.

The Dbenefits of the President's economic plan to the average
American will be substantial. Inflation, now at double-digit
rates, can be <cut 1in half by 1986. Reduced tax burdens and
increased private saving will provide funds for productive
investment. As a result, the American economy should be able to
produce some 13 million new jobs by 1986.

The creativity and ambition of the American people are the vital
forces of economic growth. The motivation and incentive of our
people -- to supply new goods and services and earn additional
income for their families -- are the mainspring of our Nation's
economy. The U.S. economy faces no insurmountable barriers to
sustained growth. It confronts no permanently disabling
tradeoffs between inflation and unemployment or between high
interest rates and high taxes. New economic policy can revive
the incentives to work and save. It can restore the willingness
to invest 1in the private capital required to achieve a steadily
rising standard of living. Most important, it can help the
American people regain their faith in the future.
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Part 2

THE CURRENT BUDGET OUTLOOK

Introduction

This part presents information on the revised budget totals. It
includes sections on the budget economic assumptions, budget
receipts, the credit budget and off-budget outlays, the Federal
debt, and Federal civilian employment. The revised estimates in
this document supersede the budget estimates and recommendations
transmitted to the Congress in January. They reflect:

-- tax and spending reductions proposed as part of the
President's program for economic recovery;

-- proposed increases for defense programs; and
-~ reestimates o0f receipts and outlays resulting from

revised economic assumptions and from technical
reestimates.

Table 5.-~--BUDGET TOTALS
(in billions of dollars)

Actual Estimate
1980 1981 1982 1983 1984 1985 1986

Receipts........ 520.0 600.3 650.3 709.1 770.7 849.9 940.2
Target outlay
ceiling........ 579.6 655.2 695.3 732.0 770.2 844.0 9°912.0
Target surplus
or deficit (-). -59.6 -54.9 -45.0 -22.8 0.5 5.8 28.2
Addendum:

Percent of GNP

Receipts........ 20.3 21.1 20.4 19.7 19.3 19.3 19.5
Target outlay
ceiling........ 22.6 23.0 21.8 20.3 19.3 19.2 19.0

Under the President's Budget reform plan, Dbudget outlays are
estimated to total $695.3 billion in 1982 with outlay targets of
$732.0 billion in 1983 and $912.0 billion by 1986. Budget
receipts are estimated at $650.3 Dbillion in 1982, growing to
$709.1 billion in 1983 and $940.2 billion by 1986. Under the

target outlay ceilings the outlay share of GNP is projected to
fall from 23.0% in 1981 to 19.0% in 1986. The receipts share of

- GNP is projected to decline from 21.1% in 1981 to 19.5% in 1986.
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Economic Assumptions

The economy and the budget are interrelated. Economic conditions
significantly affect the budget, and the budget, in turn,
influences economic conditions. Because of the complex
interrelationships between the budget and the economy, budget
estimates depend to a very significant extent upon economic
assumptions.

The economic assumptions presented here reflect the President's
program for economic recovery. This plan is designed to bring to
all aspects of Government policy a greater sense of purpose and
consistency. Permanent personal tax rate reductions will allow
people to keep more of the additional income they earn, thereby
providing increased incentives for work and saving. Business tax
reductions will increase incentives for capital expansion,
resulting 1in higher productivity. Spending reductions and
elimination of unneeded regulation will give greater control over
resources to the private sector, where incentives to economize
are strongest. Stable monetary policy and slower growth of the
money supply, combined with expanding productive capacity, will
bring about a reduction of the inflation rate.

The economic assumptions used for developing the budget estimates
are presented in the following table to assist 1in understanding
the budget estimates. These economic assumptions are on a
calendar year basis, whereas the budget estimates are for fiscal
years. These economic assumptions set goals that may seem
difficult to attain to some. Compared to the January budget,
projected inflation, unemployment and interest rates are all
generally lower. The projections do represent a decisive
departure from the trends of recent years =-- but so do the
proposed policies. In fact, if each portion of this
comprehensive economic program is put in place -- quickly and
completely —- the economic environment could improve even more
rapidly than envisioned in these assumptions.
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Table 6.-~-ECONOMIC ASSUMPTIONS
(Calendar years; dollar amounts in billions)

Actual Estimate
1980 1981 1382 1983 1984 1985 1986

Major economic indicators:
Gross national ‘product (percent change, fourth quarter over
fourth quarter):

CUrrent QOl)AL B e e cscevvssosvcsvvssnossssssssssscsssscssesosssecssses 9.8 11.0 13.3 11.8 10.1 9.6 901
Constant (1972) BOL1lArS..cvcececrsnsocsscrsoscacsossssssorssancssns 0.0 1.4 5.2 4.9 4.2 4.2 4.2
GNP deflator (percent change, fourth quarter over fourth quarter). 9.9 9.5 7.7 6.6 5.7 5.2 4.7
Consumer Price Index (percent change, fourth quarter over fourth
QUATLET) 1/.0cinieeeroensaosnsearossennsssnsennsonsssossasssnsssnsa 12.6 10.5 7.2 6.0 5.1 4.6 4.0
Unemployment rate (percent, fourth qUArter).......cccoecoeeoeosass 7.5 7.7 7.0 6.5 6.3 5.8 5.6

Annual economic assumptions:
Gross national product:
Current dollars:
AMOUNE . e oo vevorestsosssvsossssossesossssoasssososossessnsncassss 2629 2920 3293 3700 4098 4500 4918
Percent change, Y@AY OVeOr YOATr...c.sereoscesorssscsssvsscnscss 8.9 11.1 12.8 12.4 10.8 9.8 9.3
Constant (1972) dollars:
AMOUNE o 4« o vvovroerncanassssosnesnsesssnsasasssrossnsssssscsasace 1482 1497 1560 1638 1711 1783 1858
Percent change, YGAr OVEI Y@AI...ccorssovssscosssasensnnsnas -0.1 1.1 4.2 5.0 4.5 4.2 4.2
Income:
Persondl InComeigs..cciococeeoesonscssnsnssseasnssrsssssesosesosess 2161 2399 2675 2982 3276 3580 3910
Wages and 8alaries.....cccierevccnccarsrssocrsrsnsssesnnsessasasns 1344 1488 1667 1853 2035 2221 2417
COorporate® Profit® 2/ ..ccecerrsorsorsonssessnnssoansonassnsnsens 243 242 281 326 367 408 455
Price lavel:
GNP deflator:

Level (1972=100), annual AVerage@......sescsecssssccssssscsss 177.4 195.0 211.1 225.9 239.5 382.4 264.7
Percent change, Y@AY OVBI Y@AK.....srecsesncsescssnssosscacs 9.0 + 9.9 8.3 7.0 6.0 5.4 4.9
Consumer Price Index 1/:
Level (1967=100), ANnnual AVerage......ccocsessssssssscscssss 247.0 274.3 297.0 315.5 332.7 348.3 363.0
Percent ChANge, Y@AY OVOIr YOBAI...:eotsesesevsessesssacsscscs 13.5 11.1 8.3 6.2 5.5 4.7 4.2
Unemployment rate:
Total, ANNUAL AVEOrAG@. c:ecevecsssosssascsocosnsessoncsosssosssss 7.2 7.8 7.2 6.6 6.4 6.0 5.6
Insured, annual Average 3/...coceccecierccccccrssrecnsencosason 3.9 4.4 3.8 3.4 3.2 2.9 2.7
Federal pay raise, October (percent) 4/:
Civilian.eeeoieeeecsosenaronnsosossasonssasenasasssssssnsnasssasas 9.1 4.8 7.0 7.0 7.0 6.4 6.0
HilitarYoa-cvcnn--oo...nooo-oo-o-.-o-u---.-.oooo-n----.--aooac. 11.7 9.1 i/ 8.9 7.9 7.0 6.4 6.0
Interest rate, 91-day Treasury bills (percent) 6/.......0c0000u0en 11.5 11.1 8.9 7.8 7.0 6.0 5.6

1/ CP1 for urban wage earners and clerical workers. Two versions of the CPI are now published. The index shown here is
that currently used, as required by law, in calculating automatic cost-of-living increases for indexed Federal programs.

2/ Excludes the direct accounting effect of the Administration's depreciation proposal on business income, although all
categories of economic assumptions do reflect the economic impact of this proposal.

37 This indicator measures unemployment under State regular unemployment insurance as a percentage of covered employment
under that program. It does not include recipients of extended benefits under that program.

4/ General schedule pay raises become effective in October -- the first month of the fiscal year. Thus, the October 1981
pay raise will set new pay scales that will be in effect during fiscal year 1982.

5/ An additional pay raise of 5.3% is proposed to be effective in July 1981.

€/ Average rate on new issues within period. The projections assume that interest rates decline with the rate of
inflation and inflationary expectations. The projections do not represent a forecast of interest rates.
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Budget Receipts

Under the Administration's budget reform plan, receipts would be
substantially lower than the January estimates. These reductions
are the net effect of policy changes, administrative actions, the
revised economic forecast, and technical reestimates. The
revised estimate of 1981 receipts is $600.3 billion, $7.2 billion
below the January budget estimate. Receipts in 1982 are
estimated at $650.3 billion, $61.4 billion less than the January
estimate of $711.8 billion. Estimates of receipts are $100 to
$248 billion lower in 1983-1986.

Substitution of the Administration's proposals for those
presented in the January budget reduces receipts by $11.1 billion
in 1981, §$56.6 billion in 1982, and $195.9 billion by 1986.
Administrative actions, which include the immediate decontrol of
crude o0il prices and the electronic funds transfer of payments of

alcohol and tobacco excise taxes, increase receipts by $3.7
billion in 1981 and $0.5 billion in 1982. The revised economic
forecast, primarily lower inflation, reduces receipts by $4.3
billion in 1982 and by increasing amounts in each subsequent
year.

Receipt Proposals

Proposed reductions in individual income tax rates and business
taxes are an integral part of the Administration's economic
recovery program. These reductions are designed to encourage
work, saving, and investment, which will strengthen the growth
and productivity of the economy and result in higher incomes and
balanced budgets in later years. The proposed changes are
described briefly below.

Individual income tax reductions.--The Administration is
proposing that marginal tax rates for individuals be reduced by
108 each year for the next three years, beginning July 1, 1981.
Compared with present law, tax rates would be reduced by 5% for
calendar year 1981, 15% for calendar year 1982, 25% for calendar
year 1983, and 30% for calendar year 1984. As a result, marginal
tax rates would be reduced from their present range of 14 to 70%
to a range of 10 to 50% effective January 1, 1984. Withholding
rates would be reduced by 10% on July 1, 1981. For all vyears
after 1981, the percentage reduction in withholding rates and tax
schedule rates would be the same. These proposed reductions in
individual income tax rates are estimated to reduce receipts by
$6.4 Dbillion in 1981, $44.2 billion in 1982, and $162.4 billion
by 1986. As a result, individual income taxes rise at a 10.2%
annual rate from 1981-1986, compared with an annual increase of
16.6% under current law.

Depreciation reform.--The proposed Accelerated Cost Recovery
System would provide for faster write-off of capital expenditures
under simplified and standardized rules. Under this proposal,
the following classes of plant and equipment are identified, each
with a standard schedule of deductions to be taken over a fixed
recovery period:
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Table 7.-—-CHANGE IN BUDGET RECEIPTS
(in billions of dollars)

Actual Estimate
1980 1981 1982 1983 1984 1985 1986
January budget.... .. iviviireneroncraons 520.0 607.5 711.8 809.2 922.3 1052.6 1188.5
Policy changes:
Removal of Carter administration
PrOPOSAlS .. st v it sceerretvecnannon - -2.5 -5.3 7.9 15.0 15.1 17.8
Individual income tax reductions.. - -6.4 -44.2 -81.4 -118.1 -141.5 -162.4
Depreciation reform.........ccvv.. - -2.5 -9.7 -18.6 -30.0 -44.2 -59.3
Reform of Federal employee
injury compensation.............. -——— * 0.1 0. 0.1 0.1 0.1
User ChargesS....vceeeeesoeesncsosss -——— 0.2 2.1 2.4 2.7 3.1 3.4
Other proposals 1/................ - * 0.4 0.5 0.5 4.4 4.5
Subtotal, policy changes..... - =-11.1 -56.6 -89.2 -129.8 -163.2 -195.9
Administrative actions 2/............ _— 3.7 0.5 * * * *
Revised economic assumptions......... —— 0.4 -4.3 -10.3 -21.8 -40.2 -54.9
Technical reestimates....cceveeeecenn - -0.4 -1.0 -0.5 0.1 0.7 2.5
Revised budget . cvee i ereeeensnvesncannnns 520.0 600.3 650.3 709.1 770.7 849.9 940.2

1/ These proposals include extension of highway trust fund taxes scheduled to expire

September 30, 1984, an increase 1in railroad retirement payroll taxes, and increases in
passport and visa fees.

Z/ These estimates include gross windfall profit tax receipts resulting from immediate
decontrol of crude o0il prices and a speed up in collections of tobacco and alcohol excise
taxes resulting from the electronic funds transfer of payments.

* $50 million or less.
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-- 3-year property.--This class consists of autos and light
trucks plus machinery and equipment used in research and
development. Expenditures for these assets would be
written-off in 3 vyears according to an accelerated
schedule. An investment credit of 6% would be allowed,
which is an increase of 2-1/2 percentage points over the
credit allowed under present law.

-- b5-year property.--This class consists of other machinery
and equipment, except for certain long-lived utility
property. After a phase-in period, property in this
class would be written-off according to an accelerated
5-year schedule. The full 10% investment tax credit
would apply for property in this class.

-- 1l0-year property.--This class consists of factory
buildings, retail stores, and warehouses, and public
utility property for which present guidelines exceed 10
years. After a phase-in period, property in this class
would be written-off according to an accelerated l1l0-year
schedule. As under present law, the 10% investment
credit would apply to the public utility property in
this class but not to the structures.

Standard lives and depreciation methods also are established for
other classes of depreciable real estate:

-- 15-year property.--This class consists of
non-residential structures not included in the 10-year
class described above, and low-income rental housing.
After an initial phase-in period, these structures would
be written-off in 15 years on a straight-line basis.

-~ 18-year property.--0Other residential structures would be
written-off on a straight-line basis over 18 years.

This system of accelerated depreciation, proposed to be effective
for new and used property acquired or placed in service after
December 31, 1980, 1is estimated to reduce receipts by $2.5
billion in 1981, $9.7 billion in 1982, and increasing amounts in
subsequent years.

As part of its effort to reform the Federal employees injury
compensation program, the Administration proposes to make the
entire amount of benefits received under this program subject to
the Federal income tax. This proposal is estimated +to increase
receipts by $18 million in 1981 and $0.1 billion in 1982 and each
year thereafter.

The Administration is proposing an increase in aviation user
taxes and an increase in user fees for barge operators beginning
July 1, 1981. These charges are proposed to recover through
governmental receipts most of the Federal costs associated with
the safe and efficient movement of air traffic, the operation of
waterways, and the construction of new facilities on these
waterways. A proposal to levy user charges on yacht and boat

o owners and a proposed increase in fees paid by users of deepwater
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ports are classified as proprietary receipts and are offset
against outlays in the transportation and natural resources and
environment functions.

The revised estimates also reflect the following proposals, which
were included in the January budget: extension of highway trust
fund taxes that are scheduled to expire September 30, 1984; an
increase 1in railroad retirement payroll taxes to alleviate
funding problems of the Railroad Retirement trust fund; and
increases in passport and visa fees.

The Credit Budget and Off-Budget Outlays

In the last decade, rapid growth of Federal credit activity --

both direct loans and loan guarantees -- has had serious effects
on the Nation's economy and on financial markets. For this
reason, rigorous control over Federal credit programs, including
loans financed off-budget, is an important part of the

President's budget reform plan. The criteria used in developing
proposed reductions 1in <credit and off-budget activity are
identical to those used for on-budget expenditure reductions.
For example, special scrutiny has been applied to certain credit
programs, such as the guaranteed student loan program and certain
housing programs, that provide benefits to those with middle and
upper incomes. Attention has also been given to credit programs
that were designed to promote economic development, but have had
either little or no measurable results or have exacerbated
existing problems Dby interfering with the efficiency of private
financial markets.

The Credit Budget

The application of the economic criteria of the President's
reform plan to Federal credit programs has led the Administration
to propose substantial reductions in the size and scope of the
Federal credit budget. The Administration will work with the
Congress to control credit programs in two ways:

-- Dby proposing annual appropriation bill limitations on
new obligations for direct loans and on new commitments
for loan guarantees; and

-- by proposing changes to the basic authorizing
legislation for programs that are not acted on in annual
appropriations Dbills. Without fundamental changes to

authorizing legislation, certain entitlements to Federal
credit will remain relatively uncontrollable.

Revised totals for direct loan obligations and loan guarantee
commitments are $13.6 billion below the adjusted January budget

for 1981 and $21.0 billion below for 1982. The revised +totals
for direct 1loan obligations are $2.6 billion below January in
1981 and 1982. Total 1loan guarantee commitments are $11.0

billion below the adjusted January total in 1981 and $18.4
billion lower in 1982.
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Table 8.~--SUMMARY OF CREDIT BUDGET TOTALS
(in billions of dollars)

1981 Estimate 1982 Estimate

January Revised Change January Revised Change

New direct loan obligations:

On—bUdget......-...... ooooo ® e o 0 020 0 s 42-1 38.6 —305 3401 3209 '—152
Off—budget ooooo ¢ ¢ ® 8 6 2 s 0 e e e PP PG DN 32-2 3206 0.4 26-1 22-7 —3.4
Total new direct loan
obligations, gross.....eseess 74.2 71.2 -3.0 60.2 55.6 -4.6
Less new FFB purchases of

loan assetS...eeenerancnn. -16.6 a/ -16.2 0.4 -8.2 a/ _-6.2 2.0

Total direct loan obligations,
NEt . e et enreennnnnonenannnnns 57.6 a/ 55.0 -2.6 52.0 a/ 49.4 -2.6

New loan guarantee commitments:

Commitments, groSS..c..eeesseoesoces 202.1 b/ 184.7 -17 .4 196.4 b/ 168.7 -27.7
Less secondary guarantees and
guaranteed loans held as direct
10ANS . ittt oteneresarsarcsosanas -105.9 -99.5 6.4 -99.5 -90.2 9.3
Total primary guarantee
COMMItMENtES .o eeeeeenennnennns 96.2 b/ 85.2 -11.0 96.9 b/ 78.5 -18.4
Total credit budget...cceeeieeeeeracens 153.8 140.2 -13.6 148.9 127.9 -21.0

a/ The direct loan obligation totals published in the January budget have Dbeen
adjusted downward by $16.6 billion in 1981 and $8.2 billion in 1982 to eliminate double
counting of purchases of loan assets by the Federal Financing Bank.

9/ The loan guarantee commitment totals published in the January budget have been
increased by $5.1 billion in 1981 and $4.5 billion in 1982 to correct technical errors.
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Proposed reductions.--Federal credit programs would be reduced
primarily as a result of applying three of the criteria used in
shaping the President's economic plan. First, proposed changes
resulting from the application of sound economic criteria to
subsidy programs reduce direct loan obligations by §$2.7 billion
in 1981 and $5.1 billion in 1982. Guaranteed loan commitments
would be reduced by $4.6 billion in 1981 and $5.4 billion in 1982
below the January budget levels. The following subsidy programs
would be affected:

—— Rural and agricultural development programs would be
reduced by:

. $89 million in 1981 and $2,650 million 1/ in 1982 in
direct loan obligations for the agricultural credit
insurance fund in the Farmers Home Administration
(FmHA). Decreases are primarily for farm ownership
and emergency disaster 1loans. Loan guarantee
commitments for this program would be increased by
$100 million. The reductions in direct loans result
in decreases 1in loan guarantee commitments of $76
million in 1981 and $1,139 million in 1982 for sales
of certificates of ©beneficial ownership to the
Federal Financing Bank (FFB).

. $316 million in 1981 and $649 million in 1982 in
direct loan obligations and $274 million in 1981 and
$517 million in 1982 for loan guarantee commitments
for the rural housing insurance fund. The latter
are due to decreases 1in sales of certificates of
beneficial ownership to the Federal Financing Bank.
These reductions will not significantly affect the
poorest households and communities. FmHA would
narrow its focus to serve borrowers who lack access
to other credit sources, rather than serve as a
source of below-market interest rate loans to a wide
variety of private, credit-worthy borrowers. Under
this approach, housing programs serving the very
poor would receive smaller reductions than those
that provide homeownership loans to moderate income
families.

. $187 million in 1981 and $400 million in 1982 for
Rural Electrification Administration (REA) direct
loan obligations and a $100 million increase in 1982
for REA loan guarantee commitments to replace REA
direct 5% 1loans +to generation and transmission
cooperatives. The FFB will no longer provide direct
lending with REA guarantees to electric generation

1/ Subsequent to the revision of the credit budget data base

and calculation of final credit budget totals, it was
learned that the correct figure for the reduction in 1982
direct loan obligations for the agricultural credit

insurance fund is $1.3 billion.
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and transmission cooperatives and to telephone
companies and cooperatives. The REA has
substantially accomplished its purpose of providing
concessional financing to make available electric
and telephone service to rural areas. These changes
shift most of the financing for rural electric and
telephone facilities currently assisted by REA and
the FFB from direct Federal lending to privately
originated loans with REA guarantees.

. $160 million in 1981 and $130 million in 1982 in
direct 1loan obligations and $500 million in 1982 in
loan guarantee commitments in rural development
programs in FmHA as a result of the proposed
elimination of the business and industry loan
program in FmHA. This does not include further cuts
of $275 million that would result from proposed
legislation.

. $25 million in 1981 and $100 million in 1982 in the
storage facility 1loan program of the Department of
Agriculture.

Other proposed reductions in the commerce and economic
development subsidy programs are:

. $50 million in 1981 and $116 million in 1982 in
direct loan obligations and $262 million in 1981 and
$425 million in 1982 in loan guarantee commitments
by eliminating the Economic Development
Administration (EDA). There is a lack of convincing
evidence that EDA programs have been effective in
creating new jobs and attracting capital investment
to distressed areas.

. $126 million in 1981 and $133 million in 1982 in
direct 1loan obligations by eliminating the National
Consumer Cooperative Bank. Successful cooperatives
can obtain adequate private credit, and the use of
scarce budgetary resources to subsidize inefficient
cooperatives cannot be justified.

. $45 million in 1981 and $116 million in 1982 by
reducing direct 1lending of the Small Business
Administration. Guarantee commitments for SBA would
be reduced by $990 million in 1981 and $1.5 billion
in 1982. The decrease for SBA direct 1loan
obligations for disasters is $780 million in 1981
and $50 million in 1982.

Proposed reductions in energy subsidy programs will
allow normal market forces to achieve rapid development
of the most efficient new energy technology and to
promote energy conservation. Direct loan obligations
would be reduced by $90 million in 1981 and $94 million
in 1982. Loan guarantee commitments would be reduced by
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$1.9 billion in 1981 and $233 million in 1982 in biomass
and geothermal energy development programs.

-- Direct loan obligations for programs that subsidize
exports would be reduced by:

$752 million in 1981 and $600 million in 1982 by
program changes in the Export-Import Bank. Loan
guarantee commitments would be reduced by $1.0
billion in 1981 and §1.2 billion in 1982. These
reductions are proposed because restoration of
general economic health in the U.S. economy will be
a more powerful stimulant to export expansion than
costly subsidized loans.

. $76 million in 1981 and $70 million in 1982 in
direct loan obligations as a result of reductions in
very low interest 1loans for exports of food under
Public Law-480. In 1light of the current rising
trend in commercial agricultural exports and the
need to target foreign aid on the highest priority
objectives, this substantial subsidy is no longer
justified.

Second, the effort to reduce subsidies to middle and upper income
families reduces primary 1loan guarantee commitments by $4.8
billion in 1981 and $9.0 billion in 1982. Secondary loan
guarantee commitments would be reduced by $7 billion in 1981 and
$9.6 billion in 1982.

Loan guarantee commitments for the Federal Housing Administration
(FHA) mortgage insurance program would be reduced by $4.8 billion
in 1981 and §9 billion in 1982. Government National Mortgage
Association (GNMA) guarantees of mortgage-backed securities would
be reduced by $8 billion in both 1981 and 1982. While the GNMA
tandem mortgage assistance program is proposed to be terminated,
an increase in mortgage purchase commitments of $3.3 billion over
the January totals will be made in 1982 to provide subsidized
mortgages for projects processed before February 13, 1981 that
satisfy tandem program criteria. These overall lower levels of
activity for Federal housing credit reflect downward reestimates
in the number of newly constructed HUD subsidized housing units
for 1981 and 1982, and a slower expected rate of increase in
single family Federal mortgage insurance activity. The estimates
also reflect the effort to focus Federal housing credit
assistance only on those segments of the housing market that are
not served by the private market.

The Administration proposes that the Department of Education
guarantees of obligations of the Student Loan Marketing
Association (SLMA) be increased by $1.0 billion in 1981 and
decreased by $1.4 billion in 1982. The Department of Education's
authorization to guarantee the obligations of SLMA would be
terminated in 1982 to curtail further use of off-budget financing
through the Federal Financing Bank (FFB). Access to the FFB was
intended to enable SLMA to expand its loan purchasing and attract

adequate private capital into the guaranteed student 1loan
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program. However, SLMA is not prepared to begin raising funds in

private credit markets during 1982. Its current financial
condition is sufficiently strong to allow SLMA to go wholly
private thereafter. The Administration's budgetary proposal

provides sufficient interim capital to SLMA to ensure this
transition without interruption of SLMA's scheduled financing.

Other proposed reductions in education are $30 million in 1981
and §$45 million in 1982 in direct loan obligations for college
housing. Collections of principal on past loans, which have been
used to make new loans, will help provide adequate funding for
future lending.

Third, the President's budget reform plan imposes fiscal
restraint on a number of credit assistance programs that are in
the national interest but cannot be accorded an urgent priority
in light of the need to curtail the effects of 1large Federal
demands upon the Nation's financial markets. Direct 1loan
obligations would be reduced by $0.8 billion in 1981.
Commitments for loan guarantees would be reduced by $1.0 billion
in 1981 and $3.6 billion in 1982.

-- Loan guarantee commitments for 1less essential credit
programs would be reduced by:

. $100 million in 1981 and $250 million in 1982 for

aircraft purchase loan guarantees. In addition,
beginning in 1982 eligibility for loan guarantees
will be limited to commuter airlines, which

traditionally have the most difficulty getting
financing from private institutions.

. $300 million in 1981 and $350 million in 1982 for
loan guarantee commitments for assistance to
merchant shipbuilding.

. $0.6 billion in 1981 and $2.6 billion in 1982 for
loan guarantee commitments for public housing and
construction. This reduction is part of the general
effort to reduce the growth in the number of units
of federally subsidized housing. This action will
substantially decrease Federal investment in future
years while maintaining essential housing benefits
to the most needy.

-~ Direct loan obligations would be reduced by:

. $40 million in 1981 for the coastal energy impact
program in the National Oceanic and Atmospheric
Administration. Activities under this program can
be undertaken by States and localities on their own
or deferred.

. $152 million in 1981 and $215 million in 1982 by
eliminating the rehabilitation loan fund in the
Department of Housing and Urban Development because

it unnecessarily duplicates the much larger
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rehabilitation efforts of the community development
block grant program.

A net reduction of $358 million in 1982 is proposed for
foreign military sales credit guarantees of Federal
Financing Bank direct 1lending. This action will
decrease FFB off-budget direct loans. An increase of
$632 million in direct loan obligations in 1982 1is due
to 1increased assistance to governments critical to the
security of the United States.

Other reductions in direct loan obligations are:

. $91 million in 1981 and $96 million in 1982 for
several veterans insurance funds.

. $75 million in 1982 to the District of Columbia for
capital investment.
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Table 9.--CHANGES IN NEW DIRECT LOAN OBLIGATIONS, 1981-1982
(in billions of dollars)

1981 1982

January budget totals.. ..ot oetnerressensonsos 74.2 60.2
Less FFB purchases of loan assetS....cccoeesces -16.62 -8.2°
Adjusted January totalsS....ceeesoccosonocnsss 57.6 52.0
Policy reductions:
Security assistance.....cvei it estenecssones -0.5 0.6
Export-Import Bank........ c e et e e e -0.8 -0.6
Foreign assistance — P.L. 480.....cc0ceeveens -0.1 -0.1
Biomass and geothermal energy development.... -0.1 0.1
Rural Electrification Administration......... -0.2 -0.4
Price support and commodity loans............ —% -0.1
Agricultural credit.....cciiieeiinrecennesans -0.1 -2.6
Mortgage purchase activity (GNMA).......... . - 3.3
Rural housing.....cueeeeeiteeieteeeseensoonnaons -0.3 -0.6
National Consumer Cooperative Bank........... -0.1 -0.1
Housing rehabilitation programs.............. -0.2 -0.2
Rural development........ccoeiiieeneeooanonnons -0.2 -0.1
Economic development assistance.............. —* -0.1
Small business..... e et e st c st as e -0.8 -0.2
Student assistanCe.......oveeereesovsacnsoans —* -0.1
Veterans programS...cceceeeecoeescsoaascooscseces -0.2 -0.1
District of Columbia...ci.veeiineersnnnennnens —-——— -0.1
Federal Financing Bank............ ceesseaeane 1.0 -1.0
Other..o.eeeseeerteeetanacserssacsanssssnssasssscs ~* ~%
Subtotal, policy reductions.............. -2.6 -2.6
Revised total, direct loan obligations............ 55.0 49.3

a/ The totals published in the January budget have Dbeen
adjusted downward by $16.6 billion in 1981 and $8.2 billion in
1982 to eliminate double counting of purchases of loan assets by
the Federal Financing Bank.

b/ Subsequent to the revision of the credit budget data
base and calculation of final credit budget totals, it was
learned that the correct figure for the reduction in 1982 direct
loan obligations for the agricultural credit insurance fund is
$1.3 billion.

* $50 million or less.
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Table 10.--CHANGES IN NEW LOAN GUARANTEE COMMITMENTS, 1981-1982
(in billions of dollars)

1981 1982

January budget totals....cicieiieiienneeoenannosas 91.1 92.4
Reestimates and corrections:
TVA. .o ovesovssonossoscsossocsa e 3.4 4.5
Biomass energy development.....c.eeeeoeeesans 1.7 ——
Adjusted January totalS....eececoveossaces 96.2a/ 96.9a/
Policy reductions:
Security assSisStanCe...ceoeveevossneocnonccsnss - -0.4
International development......coeceeeeceasns -*% -0.2
Export-Import Bank.....eceeeeeees Cereeea e . -1.0 -1.2
Biomass and geothermal energy development.... -1.9 -0.2
Rural Electrification Administration......... -* 0.1
Agricultural credit...ceeeeiseenccseeancanens ~0.1 -1.0
Mortgage purchase activity (GNMA)............ -8.0 -8.0
Mortgage credit (FHA) .. .ottt ieoenceenansnns -4.8 -9.0
Rural housing...eeeeeeessooerecssossnannnosns -0.3 -0.5
Small bUSINESS ..t ccvereroeersononssenncennooes -1.0 -1.5
Aircraft ProgramsS......ceeesveccesscsanvocons -0.1 -0.2
Rural development . ...ceeteeceoseerscoossenosas ~* -0.5
Assistance to merchant shipbuilding.......... -0.3 -0.4
Student assisStanNCe.....cecrroeensocscsacensnas 1.0 -1.4
Public housing........... creeecse e ceeaaae ~0.6 -2.6
Economic development...... et eeeear et aaanaan -0.3 -0.4
Ot s i v e s et v e tesoscosonsnssosossossnasansonss ~* -0.2

Subtotal, changes in gross loan guarantee
commitments...oeeeeieeeceeanscsnaanannsas -17.4 =-27.7

Changes in deductions for secondary
guarantees and guarantees held as

direct loans...... C it ecaaaseenenan 6.4 9.3
Subtotal, policy reductions.......cceee.. -11.0 -18.4
Revised total, loan guarantee commitments...... 85.2 78.5

a/ The loan guarantee commitment totals published in the
January budget have been increased by $5.1 billion in 1981 and
$4.5 billion in 1982 to correct technical errors.

* $50 million or less.
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Changes in Off-Budget Outlays Due to Credit Activities

The Federal Financing Bank (FFB) accounts for almost all of
off-budget net outlays. The FFB was designed in 1974 primarily
to provide an efficient method for financing certain Federal
agency borrowing. However, the operations of the FFB have
weakened budgetary control over Federal credit programs. The
Administration is proposing broad reform of Federal Financing
Bank operations and substantial decreases in Federal Financing
Bank loan outlays.

Proposed reductions in total FFB lending are estimated to be $0.2
billion in 1981 and $3.2 billion in 1982. Major reductions are
discussed above under the credit budget. They include lending to
or on behalf of the Farmers Home Administration, Student Loan
Marketing Association, and Rural Electrification Administration.
Changes in off-budget outlays are shown on Table 11.
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Table 11.--CHANGES IN OFF-~BUDGET OUTLAYS
(in billions of dollars)

1981 1982 1983 1984 1985 1986

January budget estimates.....vcveetvtisncncnnes 23.2 18.3 15.3 14.7 15.3 16.9

Reestimates and revisions:
Federal Financing Bank:

Low-rent public housing.......ccv.ccn -0.4 1.6 1.7 2.6 2.5 2.5
Other.. ooooo ® & 8 9 0 0 0 00 " " "0 0 0 *® ¢ o 0 0 o * 0.1 0-1 0.2 "1-1 _17
Postal ServiCe.sceeivesecscsssonesonsases 0.4 1.5 0.4 0.5 0.5 0.5
Subtotal, reestimates.......c.0... * 3.1 2.2 3.2 1.8 1.2
Proposed policy changes:

Federal Financing Bank:
Rural Electrification Administration.. —* -1.2 -2.4 -3.7 -5.1 ~-6.6
Farmers Home Administration........... -0.4 -1.7 -1.7 ~-1.6 -1.6 -1.9
Student Loan Marketing Association.... 1.0 -1.4 -2.2 -2.5 -2.5 -2.5
Other--...-........................... -0-2 "'0-5 _006 "0-7 _0-6 —0a6
Subtotal, proposed policy changes 0.4 ~-4.7 -6.9 -8.5 -9.8 -11.6
Revised budget estimates........ ceerecensneesns 23.6 16.7 10.7 9.5 7.4 6.5

* $50 million or less.
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Debt

The budget deficits now estimated for 1981 and 1982, together
with the deficits of the off-budget Federal entities and the
other factors 1involved 1in budget financing, require that the
Federal Government borrow $71.0 billion from the public in 1981
and $60.0 billion in 1982. By the end of 1982, debt held by the
public is estimated to be $846.1 billion and gross Federal debt

to be §1,075.4 billion. The total borrowing from the public
during 1981 and 1982 is estimated to be $14.0 billion more than
in the January budget. This 1is primarily because the tax

reductions needed in 1982 to provide economic stimulus are
greater than the cuts in budget outlays and off-budget Federal
spending.

The following table shows the relationship between the Federal
deficits, the change in debt held by the public, and the change
in gross Federal debt.
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Table 12.--BUDGET FINANCING AND DEBT
(in billions of dollars)

1981 Estimate 1982 Estimate
Actual January Revised January Revised
1980 Budget Budget Budget Budget

Budget surplus or deficit (-). Cereesaaeaens -59.6 -55.2 -54.9 ~27.5 -45.0
Deficit(-), off-budget Federal entltles ....... -14.2 -23.2 -23.6 -18.3 -16.7
Means of financing other than borrowing from

the public.ecccieeeevenne. ceeesossssesaneseann 3.3 6.4 7.5 0.8 1.7
Change in debt held by the public.......... . e 70.5 72.0 71.0 45.0 60.0
Change in Federal agency investments in

Federal debt...veeeeeeeernsececessonsonnnss e 10.1 6.1 7.3 20.3 22.8
Change in gross Federal debt......c.ceceeeeunn 80.6 78.1 78.3 65.2 82.8

Outstanding debt, end of year:

Gross Federal debt...c.oviveeeeriseroceccnnns 914.3 992.4 992.6 1057.7 1075.4
Held by:

Government agencies...... Ce et e et e 199.2 205.3 206.5 225.6 229.3

The PUDLIC. ittt teereneeescnoncsnocnnnsss 715.1 787.1 786 .1 832.1 846.1

Debt subject to statutory limit............... 908.7 987.3 987.4 1053.6 1071.2
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Federal Civilian Employment

The President demonstrated his commitment to reducing the 1level
of Federal «civilian employment when he signed an order freezing
Federal civilian hiring as his first official act following his
inauguration.

As part of the preparation of the revised budget, new civilian
personnel ceilings for 1981 and 1982 were developed for each
agency. These personnel ceilings are significantly lower than
those planned in the January budget. As the heads of agencies
adopt specific plans to meet the revised ceilings, they may be
able to modify or 1lift the hiring freeze. These actions will
complete one phase of the Administration's effort to reduce the
size and cost of the Federal work force and to increase its
efficiency. The new, lower personnel 1levels should increase
productivity by encouraging a more efficient use of personnel.

The following table compares, by major agency, the end-of-year
employment estimates in the January budget to the revised
estimates.

Employment in nondefense agencies would be reduced by 32,900
positions in 1981 and by 63,100 positions 1in 1982 from the
January budget estimates.

As part of the Administration's proposed increases 1in budget
resources devoted to national defense, civilian employment for
the Department of Defense would be 14,000 positions higher in
1981 and 20,000 higher in 1982 than the levels proposed in the
January budget.

A table showing full-time permanent employment estimates on a
full-time equivalent (workyear) basis is provided in Part 5.

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



Table

Agriculture..........

Commerce. .
Defense-Military..
Defense-Civil.....
Education.

¢ o 0 0 0 0 00

Energy.ceececcecscccscasnsccns
Health and Human Services.........
Housing and Urban Development.....
Interior.eccsscesccseccsnns

Justice..ceeeecees

Labor.......... .o
State..... ce e .
Transportation........... .
Treasury....

Environmental Protection Agency...
National Aeronautics and Space

Administration...

Veterans Administration...

Other:

General Services Administration
International Communication

Agency..

International Development
Cooperation Agency....
Nuclear Regulatory Comm1551on
Office of Personnel Management.
Panama Canal Commission........
Small Business Administration..
Tennessee Valley Authority..

Miscellaneous...

®« o s s 0 0 0

Subtotal....... . o

Contingencies....

Expected lapse.....

Total.....

13.--TOTAL FEDERAL CIVILIAN EMPLOYMENT -- EXECUTIVE BRANCH
(Excluding the Postal Service; End-of-Year)
1981 1982

January Revised January Revised
Budget Budget Change Budget Budget Change
129,200 125,000 -4,200 132,300 126,000 -6,300
39,200 37,300 -1,900 43,100 39,600 -=3,500
916,000 930,000 14,000 916,000 936,000 20,000
31,900 31,900 - 34,700 32,100 -2,600
7,200 6,800 =400 6,900 6,400 -500
21,500 20,300 -1,200 21,700 18,400 -3,300
154,500 160,100 5,600 155,300 155,500 200
16,400 15,500 -900 16,800 15,300 -1,500
77,000 751000 _21000 781700 74!300 -41400
55,900 54,700 -1,200 56,500 54,100 -2,400
23,500 21,900 -1,600 23,500 21,800 -1,700
23,400 23,400 - 23,700 23,200 -500
71,800 68,800 -3,000 72,200 67,500 -4,700
125,000 120,900 -4,100 128,300 121,200 -7,100
14,800 14,100 =700 15,500 13,800 -1,700
23,800 23,300 =500 23,800 23,200 -600
216,700 212,000 -4,700 217,200 208,000 =-9,200
35,500 33,700 -1,800 36,200 33,300 =~2,900
8,100 7,700 -400 8,100 7,700 -400
6,100 5,900 -200 6,100 5,800 -300
3,500 3,400 -100 3,600 3,500 -100
7,400 7,400 - 8,000 7,400 -600
8,700 8,600 -100 8,600 8,500 -100
5,000 4,700 -300 5,000 4,500 -500
49,000 45,500 -3,500 48,000 44,000 -4,000
45,900 43,200 -2,700 47,700 44,300 =-3,400
2,117,000 2,101,000 -15,900 2,137,500 2,095,400 -42,100
2,000 1,000 -1,000 2,000 1,000 -1,000
-8, 000 -10,000 =2,000 -8, 000 -8,000 -——-
2,111,000 2,092,100 -18,900 2,131,500 2,088,400 -43,100

s e
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Part 3

BUDGET AUTHORITY AND OUTLAYS BY FUNCTION, 1980-1982

The budget resources devoted to meeting national needs are
classified Dby functions so that budget authority and outlays can
be grouped together according to purpose. To the extent
feasible, these groupings are made without regard to agency or
other organizational distinctions. These categories are used by
the Congress 1in developing the concurrent resolutions on the
budget. This part contains separate sections for each of the
budget functions on 1981 and 1982 estimates. Part 4 discusses
the projections for 1983 through 1986 for each function.
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050: NATIONAL DEFENSE

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget.......... c e e s e s s esaos et 145.8 173.9 200.3
Department of Defense-Military:
Reestimates and revised economic
assumptions:
Military retired pay..cceeeeeaasss - ~% -0.2
All other......... cecersc s et assane - -0.8 ~2.1
Policy reductions:
Civilian pay.e.cceeseeecsssesns ceeees —— —_— -0.1
All Other...vieeereceerecsosocacaasnse — -0.5 ~-1.9
Policy increases:
Military payeeeeeececeecececcscnces -—— 0.4 1.9
All Other..ceeeesessssss ceseeceaans - 7.7 28.6
Atomic energy defense activities........ —_— - 0.3
Defense-related activities..... ce s eeeenn - * -0.5
Revised budget........... cesesseecensesnans 145.8 180.7 226.3
Outlays
January budget...cceeceeecceens I 135.9 161.1 184.4
Department of Defense-Military:
Reestimates and revised economic
assumptions:
Military retired paye.cececeescecens —— ~% -0.2
All Oother..c.cceseesecscanas ceeaenn - -2.6 -3.4
Policy reductions:
Civilian pay.ececeeees teeeesconaans - - -0.2
All Other..ccceeeeaccescscacossanas - -0.3 -0.9
Policy increases:
Military payeceeeceeeeseesoacecncsns —-— 0.4 1.9
All Other...cceiececcesssscosscscs - 3.5 7.6
Atomic energy defense activities........ - * 0.1
Defense-related activities......ccceeeen - * -0.5
Revised budgeteceseseeeessscesssscccccoccss 135.9 162.1 188.8

* S50 million or less.

The budget authority now requested for the national defense
function for 1982 is $25.8 billion higher than that requested in
the January budget. Outlays for 1982 are estimated to be $4.3
billion higher. This is due to program increases totaling $9.6
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billion in outlays, partly offset by $3.6 billion in downward
reestimates and planned reductions of $§1.6 billion.

Department of Defense-Military

Reestimates.--Defense outlays and budget authority have been
reestimated to reflect the economic assumptions contained in this
document. Lower projected inflation has reduced projected costs
of defense purchases and military retired pay cost-of-living
adjustments. In addition, prior to any policy modifications to
the January budget, outlays under existing contracts were
reestimated downward by $2.3 billion for 1981 and $2.2 billion
for 1982 on the basis of recent spending patterns.

Proposed reductions.--Savings of $0.2 billion in 1982 in civilian
employment payroll costs, and larger amounts in subsequent years,
are estimated for the Administration's proposed changes in the
method used to calculate Federal pay raises. Under this
proposal, a pay raise of 4.8% is estimated for civilian personnel
for 1982, rather than the 5.5% assumed in the January budget.

Savings of $0.7 billion a year beginning in 1983 are expected
from the withdrawal of most of the previous administration's
proposals to alter the military retired pay system. The January
budget proposal to shift from semi-~annual to annual indexation of
retired pay benefits is retained, however, and this proposal is
now estimated to save $0.4 billion in 1982 compared to current
law.

The Administration proposes other reductions estimated at $1.9
billion in budget authority and $0.9 billion in outlays in 1982,
and larger amounts in subsequent years. These reductions involve
realignment of the defense installation and 1logistics structure
that would reduce its over-all size, and, where appropriate, make
greater use of contractual services instead of in-house
Government activities. Travel costs and the use of consultants
will also be reduced, and a variety of management improvements
will be undertaken to improve acquisition procedures. The latter
include multi-year procurements permitting substantial economies
due to early assurance of longer production runs; ordering in
more economic quantities, and increased competition in the
awarding of contracts; termination of weapon systems that are
excessively costly in relation to mission requirements or
peripheral to our defense requirements; and emphasis on
investments that improve productivity both in the defense
industrial base and in Government-operated facilities.

Proposed increases.--The Administration proposes a 5.3% pay raise
for military personnel in July 1981, in addition to the 9.1%
October 1981 pay raise assumed 1in the January budget. This

higher military pay will reduce the outflow of experienced
personnel from the armed services. This adds $1.9 Dbillion to
military pay in 1982, compared to the amount provided in the
January budget.
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Increased funding in other areas amounting to $28.6 billion in
budget authority and §$7.6 billion in outlays in 1982 will
strengthen strategic forces, improve military readiness, and
accelerate modernization of combat forces.

The major program initiatives for strategic forces include a new
manned bomber, improvements in tanker aircraft, additional cruise
missiles, and improvements in command and control systems.

The readiness of U.S. forces will be improved by providing funds
for additional spare parts needed to sustain higher operating
rates and fill war reserve needs, and for additional ammunition
for training and war reserve requirements. Higher military pay
rates will also contribute to readiness by attracting and
retaining skilled military manpower.

Our ability to deploy forces in remote areas, such as the Indian
Ocean and Persian Gulf, will be improved by increases 1in naval
surface forces, including reactivation of battleships and an

aircraft carrier. Special equipment would be acquired to enable
combat forces to operate in hostile environments, such as desert
warfare.

Modernization of conventional forces would be accelerated by more
rapid procurement of new Army equipment, including new tanks, air
defense systems, helicopters, and ammunition; naval aircraft and
air-defense and missile-launching systems for surface ships; and
Air Force aircraft, missiles, and ammunition.

Intelligence capabilities will be strengthened by providing
increased funding for personnel, processing, and information
collection capabilities.

L ]

Other National Defense

Proposed increases.--Estimates for atomic energy defense
activities have increased by $0.3 billion in budget authority and
$0.1 billion in outlays for 1982, primarily for necessary
improvements to the Nation's nuclear weapon's production

facilities.

Proposed reductions.--The General Services Administration
maintains a stockpile of strategic and critical materials for
potential defense production requirements. In addition to

currently required materials, the stockpile now contains about $6
billion worth of materials that have been declared excess by
defense agencies. The Administration proposes acceleration of
the sales of these excess materials to provide funds for future
acquisitions of required materials and to reduce security,
rotation, and other storage costs of the excess materials. The
acceleration of sales would increase receipts by $0.5 billion
over the estimate in the January budget for 1982.
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150: INTERNATIONAL AFFAIRS

($ billions)
Actual Estimate
1980 1981 1982

Budget Authority

January budget.cecceeeeeeecrsraocons cee e 15.5 25.2 19.6
Reestimates:
Export-Import Bank............ cereene —-—— -0.1 ~-*
Policy reductions:
Development aid...c.civereeeocccosencsces - -0.6 -1.7
International organization
assessments........ cheseeeeseneennn . - —-—— -0.2
Export-Import Bank...ceceoeeneeann e - -0.7 -0.6
All other..... ceceeeeteasnne Cee e - * -0.1
Policy increases:
Security assistance...... e aeann -— —-— 0.9
Other..cceeeiirieereocecccosensosnns ceees - * *
Revised budget....... Ceerenesenetseacnnenans 15.5 23.7 17.9
Outlays
January budget............. Ceessssercaennue 10.7 11.3 12.2
Reestimates:
Export~Import Bank.....eeeeeeeeneans . - 0.1 -0.4
Other (net)...ceeevvcessssas Ceeeeeens -——- 0.1 0.1
Policy reductions:
Development aid........ ceseseseeeans - -0.1 -0.3
International organlzatlon
assessmentS..ccececcesans cesesenesnana - - -0.2
Export-Import Bank..:eeeeeeesececosas -—- -0.1 -0.2
All other.......cuoec.. cteeeseaane s - * -0.1
Policy increases:
Security assistance........ e sen - —-— 0.1
Other ..ot eerieeaceonascnnnseansacanas ——— * *
Revised budget....ccoceneeneensens ceeee e . 10.7 11.3 11.2

* $50 million or less.

The revised budget proposals for international affairs include a
policy increase to meet critical security assistance objectives,
but because of offsetting policy reductions and downward
reestimates, the function totals for 1982 are well below the
January budget request. The Administration's budget authority
request 1is $1.5 billion lower in 1981 and $1.7 billion lower in
1982 than the January budget levels. Outlays are estimated to be

org/

Federal Reserve Bank of St. Louis



-38-

approximately the same as the January budget for 1981 and $1.0
billion lower in 1982.

Reestimates.--Reestimates of spending rates reduce 1982 outlays
on net by $0.3 billion below the January budget. Of this amount,
$0.4 billion is a downward reestimate of Export-Import Bank
outlays due to lower interest rates and slower disbursements on
aircraft loans. Subscriptions to the multilateral development
banks have also been reestimated down ($-0.1 billion) since
January and partially offset an upward reestimate of exchange
stabilization fund outlays ($0.2 billion).

Proposed reductions.--The Administration proposals reduce budget
authority for international affairs by $1.4 billion in 1981 and
$2.6 billion 1in 1982 below the January budget request. Outlays
are estimated to be $0.2 billion lower in 1981 and $0.8 billion
lower in 1982 as a result.

Reductions are proposed in development programs to eliminate
lower priority activities. Contributions to internationally
agreed replenishments of the funds of some multilaterial
development banks will be stretched out in a manner consistent
with those agreements. Voluntary contributions to some United
Nations and other international organization programs and funding
for the Agency for International Development (AID), P.L. 480 food
aid, and the Peace Corps would be reduced from the levels in the

January budget. Humanitarian programs, such as those providing
emergency disaster relief and food, would be maintained at their
recent levels. The AID programs would be reoriented to assure

that they clearly contribute to the ability of Third World
countries to improve their economic performance.

Starting in 1982 there will be a delay each year in the payment
of U.S. assessed contributions to international organizations.
This change will permit savings in the budget requests for 1982-
85. For 1982, this shift would reduce the January budget request
by $0.2 billion in budget authority and outlays.

The Administration proposal to reduce the long-term lending
authority of the Export-Import Bank is part of the overall effort
to control the expansion of Federal credit programs, particularly
those with an unneeded subsidy element. The lower lending level
would still permit the Bank to offer substantial levels of credit
to exporters. In addition to benefiting from regular, long-term
direct 1loans, smaller U.S. exporters would continue to be
assisted by the Bank's medium-term discount 1loan program. The
revised budget proposes an authorization level of $0.4 billion
for the medium-term loan program, while the January budget
proposed termination of this program. The net effect of these
changes would reduce 1982 budget authority for the Export-Import
Bank by $0.6 billion and outlays by $0.2 billion below the
January budget request.

Other proposed reductions include cutbacks in International
Communication Agency activities and in the U.S. contribution to
the Sixth International Tin Agreement. In addition, the
proposals would reduce the Overseas Private Investment
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Corporation's loan guarantee program and terminate its direct

lending.

Proposed increases.--The Administration is proposing to increase
security assistance programs to several countries as well as
contingency accounts. Thegse initiatives would increase 1982
budget authority by $0.9 billion above the January budget
request. In addition, the Administration plans to establish a

new revolving fund for procuring military equipment for eventual
transfer to other countries that would shorten lead times for
delivery of critical weapons systems. Because the fund would
receive payments well before they are paid out against military
equipment orders, the effect of the fund is to reduce outlays in
the international affairs function. As a result, the net
increase in security assistance outlays above the January budget
is $0.1 billion in 1982.

The Administration also proposes to increase funding for Radio
Free Europe/Radio Liberty through the appropriation to the Board
for International Broadcasting to improve broadcasting to Eastern
European countries.

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



-40-

250: GENERAL SCIENCE, SPACE, AND TECHNOLOGY

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget.....ccceiitet it etcstscnocane 6.1 6.6 8.1
Policy reductions:
NASA . .: coveecoososcoscnscscsns B - —* -0.5
National Science PFoundation.......... -—— -0.1 -0.3
Department of Energy general
SCience...eeierveeccnsnsss ceseees e -—— —* —*
Revised budget.....ccceeveeeenncocens coeveane 6.1 6.5 7.2
Outlays
January budget...c.ceceercecesnn cesrsencsea 5.7 6.3 7.6
Policy reductions:
NASAoooo-oo--oo-oo-o-ou-oooo-o-ocooono - —-* _0.4
National Science Foundation.......... —-— ~* -0.2
Department of Energy general
SCienceo-........................... —— -——— -%
Revised budget ece.eceeeeeeeecrscceeanccannssnns 5.7 6.2 6.9

* S50 million or less.

The Administration believes that Federal support for science and
space technology is an important investment in the Nation's
future. The policy changes proposed in this function for 1981
and 1982 permit -continuation of the highest priority prograns,
but reduce those that cannot be sustained under current
circumstances. In 1982, the revised budget proposes $7.2 billion.
in budget authority, an increase of 10% from the level
appropriated for- 1981, but a reduction of 11% from the level
proposed by the previous administration. Estimated outlays are
$6.9 billion in 1982, a 9% reduction from the level estimated in
January.

Proposed reductions.-~-The sharp increase proposed for the space
programs of the National Aeronautics and Space Administration in
the January budget. is incompatible with a program of overall.
restraint. The revised budget authority request for 1982, §$5.6
billion, still provides the significant increase over 1981 needed
in the space. shuttle program  to meet civilian and critical
defense needs. The development and procurement of the fleet of
four space shuttle orbiters and the option to buy a fifth

orbiter, if needed, will be maintained. Slower development of
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spacelab and elimination of funding for the solar electric

propulsion system are also proposed.

For space science programs, the revised budget defers new flight
projects and projects initiated only recently, such as the gamma

ray observatory spacecraft, the Venus orbiting imaging radar
project, and spacelab experiments, while the solar polar mission
is continued at a reduced level. Most new space applications

programs previously proposed would be deleted and reductions are
proposed for some ongoing activities. The reduced 1level would
provide support for research on space remote-sensing techniques
and satellite missions, research related to understanding weather
and climate, and research on advanced space communications
technology.

Budget authority for space programs of the National Aeronautics
and Space Administration is reduced by $521 million in 1982 from
the January request. Outlay reductions are estimated to be $428
million in 1982.

The Administration proposes to reduce or eliminate some National
Science Foundation (NSF) programs while preserving support for
the advancement of science through basic research. The programs
that are proposed for reduction or elimination include those in
science and engineering education and the behavioral, social, and
economic sciences that are less critical to meeting the principal
goals and objectives of the Foundation. All new NSF programs
proposed in the January budget request -- such as university
laboratory modernization grants and a planned 25-meter radio
telescope ~-- are being deferred for future consideration. The
budget authority request for NSF is reduced by $83 million in
1981 and $320 million in 1982 from the January budget, while
estimated outlays are reduced $36 million and $209 million
respectively.

The Administration proposes a budget authority reduction of $40
million from the January budget in the Department of Energy's
general science programs in life sciences and nuclear medicine,
high-energy physics, and nuclear physics. This will result in a
stretchout of construction projects, and deferral of new
accelerator construction at several universities. The revised
budget authority request of $567 million in 1982 still allows for
improvements in experimental facilities and support of continuing
research. Outlays would be reduced by $24 million in 1982 from
the January budget estimate.
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270: ENERGY

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget.....cveeeetretecconcncones .. 36.4 8.3 12.1
Reestimates..... e s e es et e s s eeeans e -——- 0.1 —_—
Policy reductions:
Fossil and synthetic fuels........... —— -0.6 -1.1
Alcohol fuels and biomasS:cceeveveon. - -1.2 -—-
o i 1= ol cees e e —— -0.1 ~-0.4
Other supply:.:.ccecessecccccscscascneas - -0.2 -0.3
Uranium enrichment...... cheree e - -0.8 -0.4
Spent fuel storage......... . ceos e ens -—- -0.3 -
Solar Energy and Energy Conservatlon
BanK..eeeessooss e eer et o - -0.1 -0.1
ConservatioN.seeeeeresesceososossases —-——— -0.2 -0.7
Regulation and information........... - -0.1 -0.3
Policy increases:
Nuclear energyescececececesesossasscssse -—- 0.1 0.3
Strategic petroleum reserve.......... - 1.3 0.2
Petroleum reserve and other receipts. -— -0.3 -0.3
Revised budget....cveeeeneeaceens s eeeaseean 36.4 5.8 9.0
Outlays
January budget .. ..ottt etcacceccocacenns 6.3 8.7 12.0
Policy reductions:
Fossil and synthetic fuels........... ——— -0.3 -1.2
Alcohol fuels and biomass...¢..cee... —-——— -0.1 -0.1
Solar...ieeeecencas Cececerertaestseens - -0.1 -0.4
Other SUPPly. cesteeeeansssescnesnnnas - * -0.3
Uranium enrichment......ceeeceascesos - -—= -0.4
Spent fuel StOrage...ccceeeeccecccceces - 0.1 -0.2
Solar Energy and Energy Conservation
BankK..eeeeoossases Ceceeeenaseans e - % -0.1
Conservation....ceeeeeeeeees Ceeeeeeen —— -* -0.4
Regulation and information........... —— -0.1 -0.3
Policy increases:
Nuclear energy.cscecesccacsccccasce ceaen - 0.1 0.2
Strategic petroleum reserve........ .o - 1.3 0.3
Petroleum reserve and other receipts. o -0.3 -0.3
Revised budget..... Cetecea et et e et eeae s 6.3 9.2 8.7

* S50 million or less.
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Most of the changes 1in the energy function reflect the
Administration's conviction that the Nation's energy problems
will be solved by the people and industries of this country in
response to realistic Federal policies, not by Government
spending. In the past, the Federal Government has postponed hard
decisions on energy policy and c¢reated numerous programs that
have added to the burden of the budget and have provided the
illusion of progress without the reality. The President's
decision to decontrol oil markets and proposed changes in the
budget are key steps 1in carrying out the policies of this
Administration. The budget authority proposed for the energy
function is $2.5 billion lower in 1981 and $3.1 billion lower in
1982 than the levels requested in the January budget. Estimated
outlays are increased by $0.5 billion in 1981 (due to the net
effect of reductions and increased costs for the strategic
petroleum reserve) and reduced by $3.3 billion in 1982.

Reestimates.-—-Correction of an error in the January budget
increases budget authority for the Clinch River breeder reactor
by $0.1 billion in 1981.

Policy reductions.--The Administration supports the development
of a commercial synthetic fuels industry. By shifting the
Department of Energy's synthetic fuels commercialization

activities to the newly-created Synthetic Fuels Corporation,
development of our synthetic fuels potential can be achieved
without needless use of tax dollars to subsidize private business
ventures.

Using the forms of assistance provided by the Corporation, rather
than those provided by the Department of Energy, private
companies will manage construction with more of their own money

at risk. The 1likelihood of successful project outcomes will,
therefore, increase, while potential Government costs will
decrease.

The Department of Energy would end its program of major technical

demonstrations, transfer the interim alternative fuels funding
program to the Synthetic Fuels Corporation, and focus on
supporting long-range research and development. The

Administration will propose a rescission of $300 million in 1981
for feasibility studies and cooperative agreements and a transfer
of the unobligated portion of the remaining $5.0 billion of
budget authority in the Department of Energy program to the
Synthetic Fuels Corporation on June 30, 1981.

In keeping with this strategy, major reductions are also planned
in fossil energy research, development, and demonstration
programs. Funding for design and operation of major fossil
energy pilot and demonstration plants is reduced or eliminated.
Budget authority for all fossil and synthetic fuels programs will
be reduced below the January level by $0.6 billion in 1981 and
$1.1 billion in 1982. Estimated outlays would be reduced by $0.3
billion in 1981 and $1.2 billion in 1982.

The Administration supports continuation of existing tax credits
and the excise tax exemption for gasohol, but proposes the
Digitized for FRASER
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termination of the alcohol fuels and biomass programs
administered by the Departments of Agriculture and Energy and
funded through the energy security reserve. The combination of
tax incentives and removal of price controls from domestic crude
0il will make alcohol fuels more competitive and eliminate the
need for additional subsidies through the loan guarantees,
feasibility studies, and cooperative agreements that have been
supported by these agencies. Budget authority not yet obligated
under either program, estimated to be $1.2 billion, 1is proposed
for rescission in 1981. This would result in reductions in
estimated outlays of $0.1 billion in 1981 and 1982.

The Department of Energy conducts a variety of research,
development, and demonstration programs that are intended to
develop or improve energy technologies and to subsidize the
adoption of these technologies by private industry. Rising

energy prices, new tax incentives for investment, regulatory
relief and economic recovery make many of these programs
unnecessary.

The Administration, therefore, plans to restructure the

technology programs of the Department of Energy to emphasize
longer-term, high risk, but potentially high-payoff research and
development while terminating larger technical demonstrations.
The Administration believes that Federal support for energy
research 1is appropriate, but that large demonstrations and the
development of commercial applications should be left to the
private sector.

—-— The focus of Department of Energy programs for solar
energy will Dbe shifted from near-term development,
demonstration, and commercialization activities toward
longer-term research and development. Budget authority
and outlays would be reduced by $0.1 billion in 1981 and
by $0.4 Dbillion in 1982 below the January budget.
Federal tax credits, including incentives for biomass
and alcohol fuels, estimated to be $0.6 billion in 1982,
will continue unchanged.

—- Other energy supply programs, including geothermal loan
guarantee and commercialization programs, the uranium

resource assessments program, subsidies for small
hydropower projects, near-term development of energy
storage and electric transmission systems and

duplicative environmental studies, would be eliminated.
These proposals reduce budget authority by $0.2 billion
in 1981 and $0.3 billion in 1982, while outlays are
decreased $0.3 billion in 1983.

In addition, improved efficiency of operations and increased
prices that recover a greater part of the costs associated with
the uranium enrichment program of the Department of Energy result
in a $0.8 billion reduction in budget authority in 1981 and $0.4
billion reductions in budget authority and outlays in 1982.

The Administration does not support Federal funding for an away-
from-reactor spent nuclear fuel storage facility. Withdrawal of

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




-45-

the previous administration's proposal reduces budget authority
by $0.3 billion and increases outlays by $0.1 billion in 1981,
while 1982 outlays are reduced by $0.2 billion.

Under the Administration proposals, the Solar Energy and Energy
Conservation Bank program in the Department of Housing and Urban
Development would not be started up. Existing Federal tax
credits and rising o0il prices already provide substantial
incentives for investment in solar energy and conservation.
Preliminary regulations have been withdrawn and no loan subsidies
will be disbursed.

The Administration proposes that $121 million appropriated for
this program in 1981 be rescinded and that the 1982 budget be
amended to withdraw the $125 million appropriation requested by
the previous administration. Outlays would be reduced by $0.1
billion in 1982.

Rising energy prices have led to substantial improvements in the
efficiency with which the Nation uses energy. Decontrol of oil
prices and existing tax credits will encourage continuing energy
conservation efforts by individuals and businesses. As a result,
many of the energy conservation spending and regulatory programs
conducted by the Federal Government are no longer necessary.

The Administration proposes reductions in Department of Energy
programs for conservation technology development, regulation,
information, and financial assistance to State and local
governments. Grants for conservation improvements in public and
non-profit schools and hospitals will continue at a rate of about
$100 million per year. The Department of Energy's weatherization
assistance program is proposed for termination. State and 1local
governments can continue to fund weatherization programs using
the Department of Housing and Urban Development's community
development block grant program, which 1is discussed in the
community and regional development function.

The Administration will propose a rescission of $207 million in
1981 and amendments to the budget request submitted by the
previous administration, as well as withdrawing regulations and
proposed 1legislation that are no longer called for. These
changes reduce budget authority by $0.2 billion in 1981 and $0.7
billion in 1982 from the January budget level. Outlays would be
reduced by $0.4 billion in 1982.

Since greater reliance will be placed on energy markets to meet
energy needs, there will be less need for energy regulation and
information programs. The price and allocation functions of the

Economic Regulatory Administration, mandatory fuel use
restrictions, and coupon gasoline rationing are proposed for
elimination. This will result in reductions of $0.2 billion in

both budget authority and estimated outlays from the January
budget levels for 1982.

As a result of the reductions in the activities of the Department

of Energy, budget authority for departmental administration and

o overhead 1s being reduced by 32% below the January budget request
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for 1982. 1In addition, planning for the regional strategic
petroleum reserve program proposed by the previous administration
will be terminated, since prompt development of centralized
storage facilities is more effective and less costly.

The Administration proposes a major change in the financing of
the Rural Electrification Administration, termination of the
biomass and alcohol fuels loan guarantee program, and reductions
in geothermal and other credit programs, which are discussed in
Part 2.

Policy increases.--The Administration believes that nuclear
energy must play an important role in the Nation's energy future.
The revised budget includes budget authority and outlay increases
in 1981 and 1982 to build the Clinch River breeder reactor and to
start design studies for a large, commercial size breeder

reactor. Increases are also proposed for commercial waste
management programs and for continuing research by the Department
of Energy at the Three Mile 1Island nuclear plant. These

proposals result in an increase over the January budget levels of
$0.1 billion in budget authority in 1981 and of $0.3 billion in
budget authority and $0.2 billion in outlays in 1982.

As a result of decontrol of domestic o0il prices and the
termination of the crude oil entitlements program, the strategic
petroleum reserve program will lose offsetting receipts of
approximately $1.3 billion in 1981 and $0.2 billion in 1982. The
Administration proposes to increase budget authority and outlays
by the amounts needed to maintain strategic petroleum reserve oil
fill schedules.

Estimated receipts from the sale of o0il at the Government-owned
petroleum reserves and from power marketing activities are
expected to increase $0.3 billion in 1981 and $0.3 billion in
1982 as a result of changes in o0il prices, taxes and sales
practices.

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



-47-~

300: NATURAL RESOURCES AND ENVIRONMENT

($ billions)
Actual Estimate
1980 1981 1982

Budget Authority

January budget....c.vevvvs ce s Ceessn e 13.1 12.7 13.6
Reestimates:
Mineral leasing receipts........ ceees - -0.1 -0.1
Policy reductions:
Water resource construction.......... —-—— * -0.2
Improved targeting of conservation
expenditures...... teeseerecsaereenas - -0.3 -0.6
Youth conservation COrpS....ceeeeeees -——— —* -0.1
Waste treatment grants......... cesens - -1.7 -3.7
National Oceanic and Atmospheric
Administration (NOAA)....ceveeveeans - —-* -0.2
Mineral leasing receiptS...ceieeeeenn — - -0.2
All other.......... et esaaeeenas ceee - -0.1 -0.7
Policy increases:
National Park ServicCe....ceceeeeeeees -——— * 0.1
All other......... ceesessaeeeens A - 0.1 *
Revised budget........ thteseccceneseseaaans 13.1 10.4 7.9
Outlays
January budget.....ceeveeecccnns cecesaeseene 13.8 14.1 14.0

Reestimates:
National Oceanic and Atmospheric

Administration (NOAA)...:eveeeeeesan ——— —_— -%
Mineral leasing receiptsS.......cceeen - -0.1 -0.1
Waste treatment grantS....c..ceeeae .o - -— -0.1
All other....oicieeeeeesecescocsnenccns - -0.1 -0.2

Policy reductions:
Water resource construction...... cree —— - -0.2
Improved targeting of conservation

expenditures......cccceitcerectcncens -—— -0.1 -0.3
Youth conservation COrpsS.c.cceeeecess —-——- —* -0.1
Waste treatment grantS....cieeeocecsss - ~*% -0.3
National Oceanic and Atmospheric

Administration (NOAA).:sv:eveeseeaoas —_— * -0.2
Mineral leasing receipts............. —-——- —-—— 0.2
All Other....eeeeceoscccoccncanassasss -—- -0.1 -0.5

Policy increases:
National Park Service.....c..... s esen - * 0.1
All Other.veeeseeecsccasssssassassssa —-——— 0.1 *
Revised budget.ceeeeeteeeveescsscsnscsonasas 13.8 13.7 12.0

* $50 million or less.
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Administration proposals and technical reestimates reduce outlays
for the natural resources and environment function by $0.4
billion in 1981 and by $2.1 billion in 1982 below the January
budget. The budget authority request is $2.3 billion 1less in
1981 and $5.7 billion less in 1982 than the January budget. The
proposed reductions include stretching out and retargeting public
sector capital improvement programs, imposing fiscal restraint on
other programs, delaying purchase of additional land for park and
recreation purposes, while at the same time augmenting resources
for the protection of existing national parks, and increasing
offsetting receipts by accelerating mineral leasing.

Proposed reductions.--The Administration proposes a 15% reduction
in planned construction for water resources programs. This
proposal does not include funding for three Corps of Engineers
projects that are incompatible with the current austere budget
environment.

About 75 of the more than 300 remaining projects would be delayed
slightly. However, these delays would not affect the completion
dates for hydro-power, municipal and industrial water supply,
urban flood control or navigation projects.

The Administration proposes to eliminate funding for the Water
Resources Council (including State planning grants and the River
Basin Commissions) and the Office of Water Research and
Technology. A small Office of Water Policy will be established
within the Department of the Interior to advise the Secretary on
water resources policies. The Administration will continue to
examine water resource planning and development programs for
additional improvements.

The expenditures for recreation land conservation will be
substantially refocused through: a moratorium on Federal land
purchases; the elimination of three major grant programs for
recreation land acquisition and development and historic
preservation; and significant resource increases for existing
national parks. Postponing Federal acquisition will allow for a
thoughtful policy review of existing park and recreation
legislation. Legislation is being proposed to amend the land and
water conservation fund to allow the fund +to be used for
improvements in our National Park system. The requested budget
authority will be reduced by $0.2 billion in 1981 and $0.5
billion in 1982. Estimated outlays for conservation purposes
will decline $0.1 billion in 1981 and $0.3 billion in 1982.
While outlays for non-timber activities in national forests will
decrease slightly in 1982 from the January budget estimates.
Some of the Bureau of Indian Affairs grant programs located in
the natural resources and environment function will Dbe
consolidated with other Indian programs. This proposal is
discussed in the community and regional development function.

The Administration proposes to phase out the Youth Conservation
Corps (YCC) by the end of 1981. This will be accomplished by
rescinding 1981 funds currently available for YCC. The January
budget also proposed to eliminate the Young Adult Conservation
Corps, a similar program that is classified in the employment and
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training subfunction. The phaseout of these programs is proposed
because they are costly and are not well directed to needy youth.
In addition, these programs carry out public lands activities
that are similar, but often lower priority, than those that are
accomplished through other budgeted programs. Budget authority
savings from the YCC phaseout are proposed at $38 million in 1981
and $60 million in 1982. Outlays will be reduced by $33 million
in 1981 and $60 million in 1982.

The Administration proposes to reduce appropriations for the
municipal waste treatment grant program and to direct future
funding only to high-priority projects that directly improve the
quality of receiving waters in the near term. This will Dbe
achieved by (1) a rescission of $585 million in 1980
appropriations carried forward to 1981, «(2) a rescission of
approximately $115 million in funds appropriated under the Public
Works Employment Appropriation Act of 1977, (3) a rescission of
$1.0 billion in appropriations for 1981, (4) substantive
legislative changes that limit Federal funding to those projects
that directly enhance the quality of receiving waters, and
(5) the withdrawal of the appropriation request for $3.7 billion
in 1982 until this legislation has been enacted. Upon enactment
by Congress, $2.4 billion will be requested for 1982.

The Administration proposes to reduce budget authority and
outlays for the Department of Commerce's National Oceanic and
Atmospheric Administration (NOAA) programs in this function by
$0.2 billion below the January budget in 1982. Funding for the
State coastal zone management and sea grant colleges grant
programs would be terminated because they have largely achieved
their original purpose to develop State and local capability for
addressing marine and coastal issues. In addition, the funding
for the national oceanic satellite system (NOSS) would be
eliminated because the intended NOSS data currently is collected
through other means. No additional LANDSAT satellite
procurements or ground system upgrade to provide land remote
satellite sensing data continuity through the 1980's would be
undertaken by NOAA. The two LANDSAT satellites already funded by
NASA will provide sufficient data to assess the market potential
for future land remote satellite sensing data.

Proposed receipts increases.--The Administration 1is seeking to
accelerate the leasing of mineral resources on Federal 1lands.
The Outer Continental Shelf leasing program will be revised with
the objectives of shortening the time needed to start exploratory
drilling in all OCS areas and of streamlining the O0OCS sale
preparation process while protecting the environment and the
public's financial interest. O0il and gas leasing in the national
petroleum reserve in Alaska (NRPA), coal leasing, and o0il shale
leasing will Dbe accelerated. Excluding Outer Continental Shelf
receipts which are accounted for in the undistributed offsetting
receipts function, this would increase the proprietary receipts
of the Government, and therefore reduce budget outlays an
estimated $0.2 billion in 1982, as well as increase future shared
revenue payments to States.

Digitized for FRASERsg_780 0 - 81 - 3
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis



-50-

The Administration will propose user fee legislation for inland
waterways and for harbors and channels. The inland waterway
proposal accounted for in the receipts section, Part 2, will
increase the present 4-cents per gallon tax on commercial barge
fuel to recover the cost of operating and maintaining the
waterways through increased receipts beginning in 1982, and will
provide for recovering the cost of new waterways to be opened in
the future. This proposal will recoup Federal subsidies of $248
million in 1982. The channel and harbor proposal will begin to
recover the full cost of dredging and maintaining harbors and
channels, exclusive of costs allocated to naval traffic,
beginning in 1983. The proprietary receipts from this proposal
are included in the natural resources and environment function in
Part 4.
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350: AGRICULTURE

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget.. .. ..ttt ittt ittt renes 4.9 5.6 5.6
Policy reductionS.- .« cecesnssescscoosens ——= —* —*
Revised Dudget.veoeeeoeeeeecocosesoccnonnass 4.9 5.6 5.5
Outlays
January budget .. v eeeeeseeecssccsosossnaseas 4.8 1.1 4.8
Reestimates:
Federal crop insurance......ceeceeeees - 0.1 -
Policy reductions:
Price support and related programs
(cce):
Storage facility loans......ceeees - —-* -0.1
Loan interest rates.......cceeeeen - —* —*
Grain reserve interest waivers.... ——— -0.1 -0.2
Agricultural credit insurance (FmHA). - ~* ~%
Research and services..cceeieeecenness -—— ~* -%
Grain inspection and weighing user
ChargesS...oeeseeeeoeessonnssnsnsonesss —-——— - ~%
Policy increases:
Debt rescheduling (Poland)........... ——- 0.1 -
Revised budget .. ..ot ererseesescsnnscsesess 4.8 1.2 4.4

* $50 million or less.

The Administration request for agriculture programs would reduce
budget authority by $22 million in 1981 and in 1982. OQutlays are
estimated to be $48 million higher in 1981 and $0.4 billion lower
in 1982 than the January budget as a net result of reestimates
and policy reductions. A reestimate of crop insurance indemnity
payments increases outlays by $0.1 billion in 1982.

Proposed reductions.--Since 1978 there have been large surpluses
of milk products, which the Federal Government must purchase
under the dairy price support program. As a result, Federal
stocks have increased (along with the Federal subsidy) at the
same time that prices paid by the consumer have increased. To
help eliminate excess dairy production, the Administration
proposes to decrease the Federal subsidy for these products. As
a result, dairy prices in the future would depend more on supply
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by this subsidy program. Annual estimated outlays would be no
greater than $0.6 billion.

To achieve these oObjectives, the Administration submitted
legislation to eliminate the mandatory April 1, 1981 increase in
dairy price support currently required by law. In addition, the
Administration will submit long-term reforms as part of its
comprehensive farm program.

The Federal Government provides loans -- not to exceed
$100,000 -- to farmers for 75% or more of the cost to build or
renovate storage and drying facilities, usually for grain, rice
or soybeans. The Administration proposes to curtail the current
storage facility loan program in 1981 and to phase it out by 1986
since there is currently more than adequate storage capacity for
current and future crop years. This will reduce outlays by $25
million in 1981 and $0.1 billion in 1982.

The Administration intends to reduce costs in price support
operations by charging interest on all loans at least equal to
the Treasury cost of borrowing. Legislation will be submitted to
eliminate the mandated first-year interest waiver for farmer-held
reserve loans. These two actions would reduce outlays by $0.1
billion in 1981 and by $0.2 billion in 1982. However, because
the debt service payments on CCC export credits to Poland that
were due March through June 1981 have been rescheduled, 1981
outlays will be increased by $88 million. As a result, total net
outlays for price support programs will decrease by $21 million
in 1981 and $0.3 billion in 1982.

In order to reduce dependence on the Federal Government as a
supplier of credit, the Administration plans to reduce direct
lending by the Farmers Home Administration, as is discussed in
detail in the credit section of Part 2. In addition, interest
subsidies will be terminated through administrative action for
the farm operating loan program, and through proposed legislation
for farm ownership and emergency disaster loans.

Policy increases.--Agricultural research and extension activities
will be increased $13 million in both budget authority and
outlays for 1982. The Administration believes that increasing
farm productivity should be an important part of the Federal
Government's agriculture policies.

Proposed receipts increase.--In addition to the January budget
user charge proposal for cotton, tobacco, and warehouse grading
and inspection, user charge legislation is being proposed to
recover the full Federal cost associated with the supervision of
grain inspection and weighing activities. This new proposal will
result in annual outlay savings, starting in 1982, of
approximately $25 million.
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370: COMMERCE AND HOUSING CREDIT

($ pbpillions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget .. e ieer et reerssoncnsasnsnns 10.5 7.0 10.7
Reestimates and revised economic
AsSSUMPtLioNS.e vttt teeeesenssovecnoonnes - —* -0.5
Policy reductions:
Government National Mortgage
Association (GNMA)....eeteieeeaeenann -—- -0.2 2.1
Rural housing insurance (FmHA)....... -—- - -0.1
Postal Service subsidies.....cceev... - - -0.2
Withdrawal of proposed payments in
excess of corporate tax liability... - -0.2 -3.5
Small Business Administration........ —-—— -% -0.2
National Consumer Cooperative Bank... - -0.1 -0.1
Other.vicieeeenoonnssosssssnensosnnsans —-——— -*% -0.1
Proposed increases:
National Credit Union Administration. —-——— -— 0.1
Functional change 1/: Trade adjustment
ASSIStANCE .t ceerertvescnnessacsssanesas -——- -—= 0.1
Revised budget v cee e et reeerceesnsosanacancns 10.5 6.4 8.2
Outlays
January budget.c..cieieeenertrrecncscccccccnes 7.8 3.5 8.1
Reestimates and revised economic
ASSUMPLIiONS . et ivesseeesseessscecnssnsns —-——- 0.2 -0.7
Policy reductions:
Government National Mortgage
Association (GNMA)...:ceeeeaosacanea —_— * —%
Rural housing insurance (FmHA)....... _— -* -0.1
Postal Service subsidies............. -——- —-— ~-0.2
Withdrawal of proposed payments in
excess of corporate tax liability... —-——— -0.2 -3.5
Small Business Administration........ - -0.1 ~0.1
National Consumer Cooperative Bank... - -0.1 -0.1
Other ..o ieieieenenesnseeansnosssnanns ——— ~* -0.3
Function change 1/: Trade adjustment
ASSIiStaANCe. ..ottt it seteettiersnssssecasan —-——- - *
Revised budget...cvieeietieneeronseccnneane 7.8 3.2 3.1

-

* $50 million or less.

1/ The trade adjustment assistance program for firms and
communities will be transferred from the community and regional
development function.

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



-54~

The Administration proposes to reduce budget authority by $0.6
billion in 1981 and $2.5 billion in 1982, and to reduce outlays
by $0.2 billion in 1981 and $5.0 billion in 1982 below the
January budget request. The budget reductions identified in the
Government National Mortgage Association (GNMA), the Federal
Housing Administration (FHA), the Farmers Home Administration
(FmHA), the Small Business Administration (SBA), and the National
Consumer Cooperative Bank have significant implications for
Federal credit activity, which is discussed in more detail in
Part 2.

Reestimates and revised economic assumptions.--Outlays have been
reestimated for the Government National Mortgage Association
tandem programs to reflect new interest rate projections and
recent mortgage sales experience. Outlays have also been
reestimated for the Federal Housing Administration and the
National Credit Union Administration to reflect recent program
experience and other technical factors. These reestimates
increase outlays $0.2 billion in 1981 and reduce outlays $0.7
billion in 1982.

Proposed reductions.--The tandem mortgage purchase program of
GNMA, which provides subsidized mortgage financing for the
Department of Housing and Urban Development's subsidized Thousing
(section 8) and other rental apartment projects, will be
discontinued after 1982. Under Administration proposals, GNMA
will make $3.6 billion in mortgage purchase commitments in 1982
to provide subsidized financing for projects already under
development and meeting current tandem program guidelines.
Similarly, the Administration will not propose that any
alternative mortgage subsidy program, such as the mortgage
assistance grant program, be created to replace the tandem

program. These policy changes will have a negligible effect on
outlays in 1981 and 1982, but will result in substantial savings
in the outyears after current commitments are issued. 1In 1986

this policy change reduces estimated outlays by $1.1 billion.

The Administration proposes to reduce the limitation for the FHA
mortgage insurance program, as discussed in the credit section of
Part 2, to 1increase sales of property owned by FHA and to
increase gradually, over a 5-year period, the rent contribution
percentage for tenants in FHA-owned property from 25% to 30% of
renters' income. These policy changes reduce estimated outlays
by $14 million in 1981 and $8 million in 1982.

The Administration proposes to reduce direct loan obligations for
the rural housing insurance fund by $0.3 billion in 1981 and $0.6
billion in subsequent years below the January budget level. This
reduction is also discussed in the credit section of Part 2. The
proposed reduction in lending reduces estimated outlays by $20
million in 1981 and $86 million in 1982.

The U.S. Postal Service currently receives a subsidy equivalent
to about 7% of its total operating budget. This Federal payment
subsidizes certain mail users and services and increases the
financial burden for all taxpayers. The Administration believes

that the costs of mail service should be borne by users, not
Digitized for FRASER
http://fraser.stlouisfed.org/

Federal Reserve Bank of St. Louis



-55-

taxpayers. I% therefore proposes to reduce the public service
subsidy, which offsets the cost of maintaining services that are
not self-sustaining, by $0.3 billion. It also proposes to reduce
from $0.8 billion to $0.5 billion the revenue forgone subsidy,
which provides funds for free and reduced rates for certain
classes of mail. Further, the Administration is also proposing
to rescind $0.3 billion from the public service subsidy in 1981.
These actions would reduce outlays by $0.3 billion in 1981 and
$0.6 billion in 1982 compared with the current services Dbase.
Compared with the January budget, which proposed a smaller cut in
the Postal Service subsidy, estimated outlays are reduced by $0.3
billion in 1982.

The Administration does not support the previous administration's
proposal to make 30% of the investment tax credit refundable.
Withdrawal of this proposal reduces estimated outlays by $0.2
billion in 1981 and $3.5 billion in 1982.

As discussed in the credit section of Part 2, the Administration
proposes to reduce direct and guaranteed 1loans by the Small
Business Administration and to raise the interest rate on direct
loans. In addition, the Administration proposes to reduce
technical assistance to special small business groups. These
measures will reduce estimated outlays $0.1 billion in 1981 and
1982 below the January budget.

Because of the need to eliminate desirable but unnecessary
programs, the Administration proposes to end the National
Consumer Cooperative Bank. Cooperatives already enjoy special
tax treatment. Those that have good management, provide services
to their members economically and have expectations of continued
good earnings should be able to obtain adequate credit privately.
Loans currently held by the Bank will be shifted to other Federal
agencies. Capital stock held in the Bank by cooperatives will be
redeemed. Termination of the Bank will reduce estimates outlays
by $0.1 billion in 1981 and 1982.

The Administration is proposing a 40% staff reduction 1in the
Federal Trade Commission by 1986 by phasing out the regional
offices and decreasing the Washington headquarters' office.
State and local governments have significantly increased their
resources devoted to consumer protection and antitrust
activities. Additionally, the Justice Department's antitrust
division has resources to focus on related antitrust problems and
many antitrust issues can best be addressed directly by
litigation by the aggrieved private sector interests. The
proposal contained in the revised 1982 budget would have the
Commission focus more on problems of nationwide scope, reduce
multi-governmental regulatory burdens on business and eliminate
artificial restrictions on commerce that ultimately result in
higher costs to consumers. The proposed reduction would
eliminate about 665 full-time staff in the FTC by 1986.
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400: TRANSPORTATION

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget .. ..o ittt oreernnseancnsens 20.2 26.3 25.5
Function change 1/......ccttinninenennn. - -— 0.2
Policy reductions:
Federal highway construction......... ——— ~*% -2.0
Mass transit capital grants.......... -—- -0.3 -1.3
AMELAK. o e v nsoessaossoncccasnonsssssas -— —* -0.4
Other raillr0adS.:+cssceesveeccansnaoss —— -0.1 -0.4
Airport construction grants.......... -— -0.3 -0.3
Maritime ship construction........... - —* -0.1
Boat and yacht fees...... Ceerecenanos - -—- -0.1
All Other.vieiereesenssososenaosennns -—— —* -0.6
Revised budget .. ...oveeiversioneacennsesan .o 20.2 25.5 20.5
Outlays
January budget......ccceveenenecnns se s eesens 21.1 24.1 21.6
Reestimates:
Mass transit.......... cheseetcan e ann - 0.4 0.2
Maritime ship construction...... ceean - -* d
Function change 1/...civiiiiiiiinenennnn - - *
Policy reductions:
Federal highway construction......... ——- ~* -0.4
Mass transit capital grants..... ceenn —-——— -0.1 -0.4
Amtrak...... Gt e s aesseeesssaes s eannen - -* -0.3
Other railroadsS...ceeeeeiocscenses N - ~0.2 -0.1
Airport construction grantS.......... -—— —* —*
Maritime ship construction........... - - —*
Boat and yacht fees..... cecot e ceesee - - ~-0.1
All other...... ceeecs e cee e ce e - -0.1 -0.4
Revised budget..... Ceerseneaaen Cecececeaas 21.1 24.0 19.9

* S50 million or less.

l/ Transfer of the Appalachian highway program from the
community and regional development function.

The Administration's proposals reduce budget authority and
outlays for transportation programs in both 1981 and 1982 below
the levels proposed in the January budget, despite increases for
both years in mass transit outlays due to higher than anticipated
obligations in 1980 and early 198l.
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pProposed reductions.--As with other major federally supported
public sector investment programs, the Administration's highway
proposal would stretch-out and slow down construction of lower-
priority highway projects, with proposed savings of $2.0 billion
in budget authority and $0.4 billion in estimated outlays in
1982.

Capital grants for building new urban rail transit systems and
extending existing systems would be reduced in 1981 and 1982.
Remaining construction resources would be used to finish only
operable rail segments currently under construction and, in the
future, no new transit rail system construction would Dbe
federally financed. The reduction in mass transit capital grants
in 1982 would result in decreases of $1.3 billion in Dbudget
authority and $0.4 Dbillion in outlays below the January budget
request. Funding for bus and rail modernization projects would
be continued in recognition of the need to improve transit
services.

Legislation will be proposed to require Amtrak to discontinue
service on its least efficient routes. Total Federal subsidy
amounts will be lowered to $613 million in budget authority in
1982, with progressively lower amounts authorized in future
years. These changes result in 1982 savings of $0.4 Dbillion in
budget authority and $0.3 billion in outlays.

To promote economy and efficiency, the Administration plans to
reduce Federal subsidy levels for low-traffic rail lines and for

upgrading track on other freight rail 1lines. These changes
result in savings in 1982 of $120 million in budget authority and
$37 million in outlays. As a result of greater economic

vitalization and less regulation, it may be possible to phase out
all low interest 1loans and other subsidies to the Nation's
railroads within the next 4 years.

The Administration intends to decrease the amount of funds for
Conrail in 1981-1982, with plans to cease Federal aid by 1983.
Additionally, the Administration will propose the sale or
transfer of the Alaska railroad in 1982.

Legislation to reauthorize the airport grant program during
1981-1986 will be proposed. The annual funding levels will be
held constant at $450 million, resulting in estimated savings of
$0.3 billion in budget authority in 1981 and 1982. The savings
will be achieved through cuts in grant categories and phased-in
defederalization of large commercial airports.

Alternatives to existing maritime subsidy policies are currently
under consideration. Meanwhile, a stable but somewhat reduced
level of subsidy for the construction of new privately-owned
commercial vessels for use in ocean foreign commerce is proposed.
Budget authority savings related to policy actions in 1982 would
be $107 million below the January budget, with outlay savings
estimated at $21 million and $40 million in 1981 and 1982,
respectively.
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The Administration is also withdrawing support of the cooperative
automotive research program proposed by the previous
administration. The level of support will be reduced for
aeronautics research and development in the National Aeronautics
and Space Administration (NASA) budget, primarily for new
initiatives proposed in the January budget and technology
development and demonstration efforts that may be more
appropriately undertaken by the private sector.

Proposed receipts change.--Starting in 1982, the Administration
proposes that boat and yacht owners and other members of the
maritime industry be charged for all direct administrative
services provided by the U.S. Coast Guard (USCG) and that a range
of annual fees Dbe assessed to pay for indirect USCG services.
This will ensure that the small portion of the population that
benefits from these activities will bear the costs of operation.
The resulting increase 1in proprietary receipts, which offset
budget outlays, would be $0.1 billion in 1982. An aviation user
tax proposal that would increase governmental receipts is
discussed in the section in Part 2 on receipts.
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450: COMMUNITY AND REGIONAL DEVELOPMENT

Budget Authority

(S billions)

Actual Estimate

1980 1981

1982

January budget.......cccieettsccsetccncsoes 10.1 10.2 9.2
Reestimates:
Federal emergency management
activities.eeeeeeeroersosnesocansoes —-——— -0.5 —_—
Functional changes 1/.....c0cevivnnnnn.. -— -— ~-0.3
Policy reductions:
Urban development and community
development block grants........c... - - -0.5
Rehabilitation loans.....ccceeeeeceeea - -0.1 -0.1
Farmers Home Administration.......... - ~* ~%
Rural Electrification Administration. - -* -*
Economic Development Administration.. - -0.3 -0.6
Regional commisSSiONS.:seeeviesececcnes -—- -0.1 -0.1
Coastal and inland energy impact
PrOgJTAMS . « e o e o s s s ssooescsssssacocceans - -0.1 -0.1
Indian ProgramsS...ecceeeecessaccaassens ——— -* -0.1
SBA disaster loansS...ceeeeesescccecss - -0.8 -
Federal emergency management
activities.ceeeeierreescernasaasesas ——- —-— ~0.1
All Other...ct e ieenceenasanassasaas ——- —* -0.1
Revised budget.....civiieeretneccccnassnnnas 10.1 8.2 7.3
Qutlays
January budget....ceeeieiiiorensocoscocccas 10.1 11.1 9.1
Functional changes 1/........ccvvunnnnn. - -— -0.1
Policy reductions:
Urban development and community
development block grantsS..cceseeeases _—— -— *
Rehabilitation loans.......... ceeeees - =% ~0.2
Farmers Home Administration.......... -—- ~* ~%
Rural Electrification Administration. - —* ~%
Economic Development Administration.. - ~% -0.3
Regional commissions.....ecececeeeeaas -—— ~% -0.1
Coastal and inland energy impact
PrOgYaAmMS . s e o s o s soneesososocnconsssas -— —-* -0.1
Indian ProOgramS..coeeeecececoecoeecass —— ~* -*
SBA disaster lOoAnS....cescesecssccaas —_—— -0.8 *
Federal emergency management
activities.veeeie et erernirenncnenans - ~* -0.1
Al)l Other ...ttt erentoressscasananenns -—— -* -0.1
Revised budget ..o eeeessoensoscessocacnanas 10.1 10.3 8.1
* 850 million or less.
1/ Transfer of the trade adjustment assistance program for

firms and communities to the commerce and

function.
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Proposed budget authority for the community and regional
development function is below the January budget by $2.0 billion
in 1981 and $1.9 billion in 1982. The current estimates of
outlays are Dbelow the January budget in 1981 and 1982 by $0.9
billion and $1.0 billion, respectively. These reductions are
primarily the result of applying sound criteria to economic
subsidy programs and imposing fiscal restraint on other programs.

Reestimates.——-A technical reestimate relating to new requirements
for recording indefinite borrowing authority reduces 1981 budget
authority for Federal emergency management activites by $0.5
billion.

Proposed reductions.—--The Department of Housing and Urban
Development currently provides financial support directly to
local governments to help finance general community development
activities and specific economic development projects through the
community development block grant (CDBG) and the wurban
development action grant (UDAG) programs. While communities can
use their CDBG funds for a broad range of community and economic
development purposes, not all of the economic development
activities eligible for UDAG funding can be supported under CDBG.
The UDAG program, on the other hand, currently requires an
excessive amount of Federal intervention in developing,
selecting, and monitoring 1local economic development projects.
The Administration will propose new policies to integrate these
programs into a more efficient and flexible grant mechanism.
This effort will build on the best features of both programs and
will reduce the 1982 budget authority request by $0.5 billion
below the January budget.

The Administration also proposes to terminate the rehabilitation
loan fund of the Department of Housing and Urban Development.
This fund unnecessarily duplicates the rehabilitation efforts of
the community development block grant program. Furthermore,
block grant-funded rehabilitation is more flexible than
rehabilitation through the loan fund since block grant-funded
rehabilitation can make use of direct grants, interest subsidies,
or loans. By contrast, the rehabilitation loan fund provides
only subsidized 1loans. This change, which will replace Federal
control with local decision-making, reduces budget authority in
both 1981 and 1982 by $0.1 billion. OQutlay savings are estimated
at $39 million in 1981 and $0.2 billion in 1982.

As part of a general effort to reduce dependence on the Federal
government as a supplier of credit, the Administration proposes
to reduce by $0.2 billion the 1981 direct loan obligations of the
Farmers Home Adminstration for water and waste disposal systems.
In 1982, the Administration proposes to reduce the $0.6 billion
loan level provided in the January budget for water and waste to
$0.3 billion. Similarly, a $0.1 billion reduction in the $0.3
billion community facility loan program is proposed in 1982. The
Farmers Home Administration will therefore narrow its focus and
give priority to those communities 1least able to afford
alternative financing. In addition to the reductions in loan
level, the Administration will propose legislation to increase
the rate on water, waste and community facility loans from 5% to
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the average municipal bond rate charged on similar types of
projects. The Administration also proposes to phase-out the
business and industry loan guarantee program. A reduction of
$0.1 Dbillion 1in loan guarantee commitments is proposed in 1981
and the program is scheduled to be terminated in 1982.
Termination of the rural communications development fund of the
Rural Electrification Administration, which is used to make or
guarantee loans to finance and administer community antenna and
cable television services in rural areas, is also proposed.

The Administration proposes to eliminate funding for the Economic
Development Administration (EDA) and the Regional Development
Commissions of the Department of Commerce, and the non-highway
programs of the Appalachian Regional Commission (ARC) i/ . There
is no convincing evidence that these programs have been effective
in creating new jobs or capital investment, or are actually
needed to promote local and regional economic development. As a
result of this proposal, budget authority is reduced by $0.5
billion in 1981 and $0.7 billion in 1982. Outlay savings are
estimated at $0.4 billion in 1982.

Termination of both the coastal and inland energy impact programs
is proposed. The local impacts from oil and gas development have
proven to be far less than originally anticipated and well within
the capability of States and localities to handle. These
proposed changes reduce 1982 outlays by $0.1 billion below the
January budget.

The Administration proposes to consolidate 10 operating programs
currently administered by the Bureau of Indian Affairs in order
to move toward an Indian block grant program. This initiative
will result in net savings of $40 million in budget authority in
1982. These savings are spread among the natural resources;
education, training, employment, and social services; and
community and regional development functions.

Given existing fiscal constraints, the Administration believes
that Federal disaster assistance should be provided only to those
who are most in need. The Administration therefore proposes to
terminate funding for the Small Business Administration's (SBA's)
non-physical disaster loan program and to increase interest rates
on physical disaster loans to the cost of Treasury borrowing. In
addition, the pending 1981 supplemental for physical disaster
assistance 1is Dbeing withdrawn. These actions reduce budget
authority and outlays by $0.8 billion in 1981.

The Federal Emergency Management Agency (FEMA) administers the
Federal disaster assistance and National flood insurance

1/ The trade adjustment assistance program for firms and
communities now located in EDA will be transferred to the
Department of Commerce's International Trade Administration,
which is in the commerce and housing credit function. The
Appalachian highway program will be transferred to the
Federal Highway Administration and funded from the highway
trust fund, which is in the transportation function.
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programs. The Administration proposes to tighten the
administration of FEMA's disaster relief program. An increase in
insurance rates for the subsidized portions of the National flood
insurance program 1is also proposed. Together, these changes
reduce budget authority and outlays by $0.1 billion in 1982.

The Administration also supports termination of the HUD planning
assistance and neighborhood self-help development programs.
Local communities can use their CDBG funds to support Dboth
planning activities and specific neighborhood development
projects. Commensurate with the proposed reductions in the Arts
and Humanities Endowment programs, the Administration proposes to
reduce Federal support for the Commission of Fine Arts by 50% in
1982.

.org/
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500: EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL SERVICES

($ bpillions)
Actual Estimate
1980 1981 1982

Budget Authority

January budget ...ttt rrncrcccnnsns 30.6 31.9 36.3
Implicit functional change 1/........... -— -— 0.3
Reestimates and revised economic

assumptions:
Loan guarantees to students.......... -—— -0.4 -0.5
Policy reductions:
Elementary and secondary education

grant consolidatioN..c.cceocecceccas - -1.4 ~1.5
Youth initiative 2/........c0ccia.. - - -1.2
Vocational education.....ceeecececaas ——— -0.2 -0.2
Pell grants (BEOGS).ccoeeeeereccocoas -— -0.2 -0.3
Educational research and improvement. —— -* -0.2
National Endowments for the Arts and
HumanitieS.ceesoeoosroeeesosacasonses - ~*% -0.2
Public service employment (CETA)..... -— -0.2 -4.6
CETA grant consolidation............. —— -— -0.9
Welfare reform demonstrations........ ——— —— -0.2
Federal-State employment service..... - - -0.2
Social services block grant.......... -——= - ~1.4
Tax credit for non-profit institutions —— - -0.2
All Other.cieeesertesosesosesesesescss —-——— -0.2 -0.6
Revised budget....coieieeeenecsstensecscnnnn 30.6 29.4 24.6

l/ In the January budget, foster care and adoption
assistance were classified in the income security function. They
have now been incorporated into the social services block grant
in this function.

g/ Includes reductions for the Departments of Education
($-0.9 billion) and Labor ($-0.2 billion).
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($ billions)

Actual Estimate
1980 1981 1982
Outlays
January budget .. .eeereecerscecvsvocasssoacen 30.8 31.8 34.5
Implicit functional change 1/........... - - 0.3
Reestimates and revised economic
assumptions:
Loan guarantees to students.......... -—- -0.3 -0.5
Other adjustments.....ciceeerceecsaans ——- - -0.2
Policy reductions:
Elementary and secondary education
grant consolidation....eeeeeccccncns - -0.1 -1.1
Youth initiative 2/..........0000it — - -0.1
Vocational education.....ceeeeeesees. —_— -0.1 -0.2
Pell grants (BEOGS)...ceeeeesacnscaas - —* -0.2
Educational research and improvement. - -* -0.1
National Endowments for the Arts and
HumanitiesS...ceeeeosoosvssoososoncascns —-—— - -0.1
Public service employment (CETA)..... - -0.6 -3.6
CETA grant consolidation............. —-—— - -0.7
Welfare reform demonstrations........ - e -0.2
Federal-State employment service..... —_—— - -0.2
Social services block grant.......... - ——— -1.2
Tax credit for non-profit institutions - -— -0.2
All Oother...c.ierieeteietsncscncncsnss —-—— -0.1 -0.6
Revised Dudget e e oo eeeeessasscsenscasssnansss 30.8 30.6 25.8
l/ In the January budget, foster care and adoption
assistance were classified in the income security function. They

have now been incorporated into the social services block grant
in this function.

g/ Includes reductions for the Departments of Education
($-50 million) and Labor ($~80 million).

* 850 million or less.

The revised budget reduces budget authority and outlays for
education, training, employment, and social services for 1981 and
1982 below the 1levels proposed in the January budget. The
differences are due to reestimates and revised economic
assumptions as well as to policy reductions. In total, the
revised budget proposals reduce 1982 budget authority by $11.7
billion and outlays by $8.7 billion below the January budget
request.

Reestimates and revised economic assumptions.-~Under the revised
interest rate assumptions, the interest subsidy provided to
students through the guaranteed student loan program is expected
to be lower than was assumed in the January budget. As a result,
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the outlay estimates have been revised downward by $0.3 billion
in 1981 and $0.5 billion in 1982.

Proposed reductions.--Several policy reductions below the January
budget request are proposed for programs in this function
totaling $11.5 billion in 1982 budget authority and $8.4 Dbillion
in outlays.

Education policy has historically been the prerogative of State
and local authorities. 1In recent years, the Federal Government
has become increasingly involved in this non-Federal
responsibility. The Administration proposes to shift control
over education policy from the Federal Government to State and
local authorities through the consolidation of 44 elementary and
secondary education grant programs 1into 2 block grants.
Substantial reductions in regulatory and paperwork burdens,
resulting in significantly lower administrative costs, would be
achieved by this consolidation. The Administration proposal
would reduce 1982 budget authority by $1.5 billion and outlays by
$1.1 Dbillion below the January budget request to reflect these
economies. The revised budget also reduces 1981 budget authority
for the programs to be consolidated by 25% or $1.4 billion.

In recent years, State and local expenditures for vocational
education have been increasing rapidly and now provide more than
$10 for every Federal dollar spent for vocational education. The
Administration proposes to cut budget authority for Federal
vocational education programs by 25% in 1981 and 20% in 1982
below the January budget request. This proposal would save $0.2
billion in 1982 budget authority and outlays.

Although the original purpose of the Pell grant program was to
assist low income students, changes have been made in this
program that allow grants to be provided to students from
families with incomes in excess of $30,000 per vyear. The
Administration proposes to target Pell grants more specifically
on the truly needy, to increase the amount of discretionary
income that families must contribute to the support of a student,
and to require a §$750 self-help contribution from students,

except where extreme financial need is demonstrated. The
Administration proposal would result in outlay savings of $0.2
billion in 1982 from the January budget request. (The

Administration proposal to eliminate the Student Loan Marketing
Association's access to Federal borrowing starting in 1982 is
discussed in Part 2.)

Historically, cultural activities and the arts have been
maintained by State and local support and by the philanthropy of
private individuals and corporations. 1In recent years, however,

the Federal Government has been relied upon increasingly as the
financial patron of first resort for both individuals and
institutions engaged in artistic and 1literary pursuits. The
Administration is proposing to restore the historical reliance on
the role of private philanthropy and State and local support for
cultural activities by reducing 1982 budget authority for the
Arts and Humanities Endowments by 50% or $0.2 billion below the
January budget request.
Digitized for FRASER
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The revised budget proposes to eliminate the public service
employment programs by the end of fiscal year 1981 to return the
Comprehensive Employment and Training Act (CETA) to its original

prupose -- improving the employability of the disadvantaged and
structurally unemployed by training them in skills that are
marketable 1in the private sector. People who currently hold

public service jobs could be absorbed into the regular State or
local government payroll, be placed by the prime sponsor in an
unsubsidized job in the private sector, or enroll in a CETA or
other education or training program. Individuals who lose their
jobs would be eligible for unemployment compensation. The
phase-out of public service employment reduces outlays by $0.6
billion in 1981 and $3.6 billion in 1982.

The January budget proposed a youth education, training, and
employment program (the youth initiative) -- a joint effort of
the Departments of Labor and Education. This Administration is
withdrawing that proposal, reducing 1982 outlays by $130 million.
Instead the Administration is proposing a more comprehensive
consolidation of youth programs into the general purpose CETA
training grants (Title II Parts B and C). The authorization of
appropriations for two of CETA's Title IV youth programs (the
youth community conservation and improvement projects and the
youth employment and training programs) expired at the end of
1980, and the two programs currently are authorized by the 1981
Continuing Resolution. Rather than seek reauthorization of these
programs for 1982, the Administration proposes to consolidate
them with the training and employment programs authorized under
Title II Parts B and C. The revised budget requests a modest
increase 1in budget authority above the January budget for Title
II Parts B and C to reflect this consolidation, although total
budget authority requested is $0.9 billion less than the January
request for the three separate programs. However, the decrease
in resources available for training under these programs is
expected to be significantly mitigated by administrative savings
achieved by consolidating several grants into one. Beginning in
1983, the summer youth employment program would Dbecome part of
the consolidated grant, providing prime sponsors with increased
flexibility to design training and employment strategies that
serve the disadvantaged and meet 1local needs for skilled
employees. The consolidation proposal reduces outlays by $0.7
billion in 1982 relative to the January budget request.

The Administration is also proposing to fund numerous social and
community service activities in a block grant to States. This
reform will permit better coordination at the State and local
levels and deliver publicly-financed services more effectively.
It will 1lower costs by eliminating the problems and associated
costs of administering Federal categorical programs with
different matching rates, procurement requirements, reporting
standards, and accounting practices. Grant applications from
local service providers could be reviewed in the context of
overall State funding priority decisions. Improved coordination
will make it easier for clients to receive comprehensive follow-
up services from a single service agency rather than from several
different grantees. The proposal reduces 1982 outlays for the
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categorical programs to be consolidated by $1.2 billion below the
January budget request.

In addition, the Administration is withdrawing support for the
previous administration's proposed tax credit for non-profit
institutions, which reduces 1982 budget authority and outlays by

$0.2 Dbillion. Several other changes are proposed, including:
termination of the 1Institute for Museum Services and the
Architectural and Transportation Barriers Compliance Board, and
reductions in Dbilingual education, higher and continuing

education, the Corporation for Public Broadcasting, and national
employment and training programs (including withdrawal of 1982
proposals to test positive adjustment assistance concepts).

In addition to the proposed reductions from the January budget,
the Administration endorses the following proposals recommended
in the January budget:

—-- Limiting impact aid to those districts whose tax base is
most adversely affected by Federal activities. Starting
in 1982, payments would be made only to those districts
in which children whose parents both live and work on
Federal property comprise 20% or more of the district's
enrollment.

-~ Reforming the guaranteed student loan program by: (1)
limiting loans to a student's remaining financial need
after all other financial assistance and expected family
contribution have been counted; (2) eliminating the 9%
interest subsidy now provided to students while they are
in school; and (3) removing the special allowance
lenders receive on loans they make to parents of
students.

-- Phasing out the Young Adult Conservation Corps -- one of
the most costly and least targeted of Federal +training
and employment programs -- by the end of 1982. (The
Administration is also proposing the elimination of the
Youth Conservation Corps, which 1is discussed in the
natural resources and environment function.)

The following information fulfills the requirement of Section 602
of the Comprehensive Employment and Training Act (Public Law
95-524), and revises information supplied in the Budget Appendix
for 1982 in the temporary employment assistance account.

-~ The unemployment rate for fiscal vyear 1982 is now
projected to be 7.4%.

-- The number of unemployed in excess of 4% of the 1labor
force is estimated to be 3.6 million in 1982.
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-- The average cost per year of a Title VI public service
employment opportunity is estimated to be $11,294.

-- The amount that would need to be appropriated to provide
public service jobs for 25% of the number of unemployed
in excess of 4% 1is $10,291 million. Because the
Administration 1is proposing a rescission of 1981
appropriations not needed to phase out Title VI in 1981,
this estimate includes no allowance for carry-forward
balances.
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550: HEALTH

($ billions)

Actual Estimate
1980 1981 1982

Budget Authority

January budget..... ceeeeen ceeecsceccesnanas 59.8 71.9 86.1
Reestimates and revised economic
assumptions:

Medicare and medicaid...cccecenceceas —-——— 0.3 -0.1
Policy reductions:
Medicaid grantS.ceseeeoo.. seeens ceeeas - -0.6 -1.2
MediCaAre.sesesssosescsoccccscesse cesena —-——- * -0.1
Health services grant consolidation.. - -—— -0.5
Other health care services.....csee00 -—— -0.1 -0.5
ResSearCh...ccecececcesssosscoscccas N - -0.1 -0.1
Training....ccoeeeeees ceeseseeas ceeeas - -0.1 -0.1
All other..... veess s cesecsesanaenes ——— ~* -0.1
Revised budget....... cesesetecontan e ceeees 59.8 71.3 83.5
Qutlays
January budget.....ceeceeeees che s eeasss e 58.2 66.0 74.6

Reestimates and revised economic
assumptions:

Medicare and medicaid...... ceesseesea —-——- 0.7 1.3
Policy reductions:
Medicaid grantS...ceceeceecececss ceeens ——— -0.3 -0.9
Medicare...ceseeescsceas s es s e easenna . -—- 0.5 -0.8
Health services grant consolidation.. —-——= —-——- -0.2
Other health care services.....cc.... ——— —* -0.3
ReSeEArCh.ecescevsescocccssssoananas .o e —-_—— -* -*
TrainNing...eeseeeeeaeoesosessassssscss - -* -0.1
All other.....ceses. c e s ssesseeance . e ——— —* -0.1
Revised budget....... Cee ettt oene .o 58.2 66.7 73.4

* $50 million or less.

The revised budget totals for the health function reflect the
effects of upward reestimates for medicare offset by the effects
of revised economic assumptions and proposed policy reductions.
On net, these changes increase outlays by $0.7 billion in 1981
and decrease outlays by $1.2 billion in 1982 in comparison to the
January budget estimates. Budget authority is reduced by $0.6
billion in 1981 and $2.6 billion in 1982.
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Reestimates and revised economic assumptions.--Program
reestimates and revised economic assumptions raise outlays for
medicare under current law above the January estimates in both
years. For 1982, the increase is $1.2 billion in outlays. A
major source of +this 1982 increase 1is the deletion of the
previous administration's assumption that issuance of voluntary
cost increase guidelines for hospitals would significantly lower
the rate of hospital cost inflation. Removing these "savings"
from the revised budget raises 1982 outlays $0.8 billion.

Proposed reductions.--The revised budget proposes policy changes
to restructure and restrain growth in Federal health spending.
The Administration is proposing an interim limit on unconstrained

growth in medicaid and elimination of medicaid expansions
included in the January budget while fundamental health care
financing reforms are developed. For 1981, outlays for medicaid

grants would be reduced a total of $0.3 billion below the January
budget through imposition of the interim limit and by accelerated
Federal collection of prior year funds erroneously spent by
States. Federal spending for medicaid would be limited to an
increase of 5% in 1982, and to the rate of inflation thereafter.
Increased flexibility in administering medicaid would allow
States to reorganize their programs to deliver care more
effectively and at lower cost. The budget authority request for
1982 would be reduced by $1.2 billion and outlays for medicaid
grants would be an estimated $0.9 billion lower as a result of
the Administration proposals.

The proposed medicare changes include elimination of a one~time
shift in hospital reimbursement from the last three weeks in 1981
to the first week of 1982, which was enacted last year, as well
as changes in utilization review requirements and withdrawal of
program expansions proposed in the January budget. The shift in
hospital reimbursement to a normal payment schedule adds $0.5
billion to 1981 outlays and reduces 1982 outlays by $0.5 billion.

Several changes in discretionary health programs are proposed.
The Administration proposes to replace the present collection of
26 Federal categorical grants for health services and prevention
programs with two block grants to States as part of the effort to
return decisionmaking authority, where appropriate, to States and
localities. This proposal would reduce 1982 budget authority by
$0.5 Dbillion and outlays by about $0.2 billion below the January
budget request, primarily as a result of reduced administrative
costs for both States and the Federal Government.

Several other changes in discretionary health care services
programs are proposed including: elimination of free medical care
for merchant seamen and closure of the remaining 8 Public Health
Service (PHS) hospitals and 29 c¢linics now providing these

services; reductions in Indian Health Service facilities
construction; phase-out of Federal subsidies for health
maintenance organizations and of the health planning and
professional standards review organizations programs; and
restrained growth in the National Health Service Corps (NHSC)
service delivery program. Finally, adjustments are proposed for

the bonuses paid to PHS Commissioned Corps physicians consistent
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with current PHS physician needs and with similar adjustments
proposed for Veterans Administration physicians. These proposals
reduce the 1982 Dbudget authority request by over $0.5 billion
below the January budget.

The Administration proposes reducing the increase 1n research
funding proposed 1in the January budget to cover only partially
the effects of projected inflation. These proposals reduce
budget authority for research by $57 million in 1981 and $92
million in 1982 below the January budget. Outlay savings are
estimated at $35 million and $21 million, respectively.

The revised budget proposes better targeting of Federal subsidies
for health professions education to ensure that Federal dollars
subsidize the education of health professionals only in medical
specialities where they are most needed. General institutional
subsidies for training health professionals would be eliminated,
training of mental health professionals would be phased out by
the end of 1982, and there would be no new scholarships in the
remainder of 1981 or in 1982 for the NHSC. The Administration
also proposes to end the current practice of paying more to
educational institutions for a Federally supported research
trainee under the national research service awards program than
is charged in tuition and fees +to non-Federally supported
students at the same institutions. These reforms would reduce
1982 budget authority by $140 million and outlays by $133 million
below the January request.

Proposed reforms of consumer and occupational health and safety
programs would reduce 1982 budget authority by $81 million and
outlays by $68 million below the January budget request.
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600: INCOME SECURITY

($ billions)
Actual Estimate
1980 1981 1982

Budget Authority

January budget.....ceieeeieeecctcrsccsccsonn 224.2 255.2 279.6
Implicit functional change 1/........... -— -——- -0.3
Reestimates and revised economic

assumptions:
Retirement and disability programs:

Social seCcUrity.ceceeeececececcess —— 1.4 0.8
Other .o veeereeceenensacecascsssansns - -0.1 -0.1
Unemployment compensation............ - -0.6 -1.6
Food and nutrition assistance........ -
Other income seCcUrity.....cceeeecesee - -0.1 -0.3

Policy reductions:
Retirement and disability programs:

Social security..cceieeeeencnconas —_— -—— -0.1
Other..c.iccteceecessersocsssossssscccs - ~-% -0.1
Unemployment compensation:
Extended benefitsS...v et eancnas - -0.4 -
Trade adjustment......cceocoeseoss - - ~1.2
EX—-ServiCemen:.cscseseacsssascscas - -0.1 -0.2
Other ...ioceeeeeecsaaseacaccacnses - * 0.2
Housing assistance:
Program level......... ceesesseecaa - ~-4.6 -8.7
Rent contribution...ceeeeeeeaoeess - -—— -0.1
Modernization....ceeeeeeccecsonnnes -— -0.3 -0.5
Indian houSing...eeeeeseeccecveenn -— -0.2 -0.7
Other...... e s e eceenenesaaa s e ceaans -_ - -0.1
Food and nutrition assistance:
Food stampS.:.c.eecceeeoecccasennna - -0.2 -2.3
Food assistance to Puerto Rico.... - - 0.9
Child nutrition.......cieeeeeeeeaes —_— —-* -1.3
Other «csieescecseescscsnsasseasccseas —_ —* -0.6

Other income security:
Aid to families with

dependent children.......ceueeee —— - -0.7
Hardship assistance block grant... ——- - -0.4
Supplemental security income...... —-— * 0.2
Other...iesieeeeecaneseacasasosans - —* -0.1

Revised budget..oeeeeeescesssescocasosscscaas 224.2 249.9 261.8
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($ billions)
Actual Estimate
1980 1981 1982

Outlays

January budget ..o e iiee it ieeressssooccsnan 193.1 231.6 255.0
Implicit functional change 1/........... - -—— -0.3
Reestimates and revised economic

assumptions:
Retirement and disability programs:

Social security....eeevecceesannas ——— -0.4 -2.0
Other......cvcveeeceeeensscs cee e - ~-0.1 -0.3
Unemployment compensation........... . - -0.7 -1.4
Food and nutrition assistance........ -——— - -0.3
Other income seCcUrity....eecerecesoses - * -0.4

Policy reductions:
Retirement and disability programs:
Social security:

Minimum benefits....ccvcceceens -——- ~* -1.3
Student benefits.....eeeeeeeensn -—— ~* -1.0
Disability insurance........... -—- -0.1 -0.4
Death benefits...vveevreeroncne - ——— -0.2
[0 X o o =5 ol -— -* -0.1
Unemployment compensation:
Extended benefits.....ccieeeeecans - -0.5 —*
Trade adjustment......ccceveeeeenn - - -1.2
EX-Servicemen..c..ceeeeseessocnssses - -0.1 -0.2
Other....ciieterscecsesesetosassasas —_——— 0.1 -0.1
Housing assistance:
Program level......eveeeeoeccccsas - ~% -*
Rent contribution.....eoeeeeceacss - -—— -0.1
Other iveeieeereeeetoesocaoasasonas - ~* -0.1
Food and nutrition assistance:
FOOd StampPS.cceeereeecnssccasoannn —-—— -0.1 -2.3
Food assistance to Puerto Rico.... - - 0.9
Child nutrition......eeeeeeeesaas . - _—— ~-1.2
Other...c.ivieetetetecessaacccscnss - * -0.5

Other income security:
Aid to families with

dependent children.....veeeeeeeen —-—— - ~0.7
Hardship assistance block grant... ——— —-—— -0.4
Supplemental security income...... ——— * 0.2
10 0 o o 1= * -0.1

Revised budget...ccioiieveeiveenecenoanoonan 193.1 229.7 241.4

1/ In the January budget, foster care and adoption
assistance were classified in the income security function.
Starting in 1982 they are incorporated into the social services
block grant proposal in the education, training, employment, and
social services function.

* S50 million or less.
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Reestimates and revised economic assumptions.--The anticipated
improvement in the economy and other factors have resulted in
downward reestimates for most income security benefits under
existing law. Estimated outlays for social security and other
retirement benefits under existing law have been revised downward
by $0.5 billion in 1981 and $2.3 billion in 1982. The estimates
of outlays for unemployment compensation under existing law have
been reduced by $0.7 billion in 1981 and 31.4 billion 1in 1982.
The revised -estimates for other income security outlays under
existing law are below the January estimates by $0.4 billion for
1982.

Under current economic assumptions, the proposed change in
extended unemployment benefits is estimated to reduce 1982
outlays by $1.2 billion, compared to a savings of $2.2 billion in
the January budget estimates for a similar change. The savings
associated with annual indexation of Federal employee retirement
are currently estimated to be $515 million in 1982, $140 million
less than the January budget estimate.

Proposed reductions.--Proposed policy reductions from the January
budget in budget authority and outlays for 1982 are estimated to
be $15.8 billion, and $8.8 billion, respectively. Retirement and
disability programs are reduced in 1982 from the January budget
by $0.2 billion in budget authority and $3.0 billion in outlays.
Unemployment compensation 1is reduced by $1.2 billion in budget
authority and $1.5 billion in outlays, while housing assistance
is reduced by $10.1 billion in budget authority and $0.2 billion

in outlays. The food and nutrition assistance programs are
reduced by $3.4 billion in budget authority and $3.2 billion in
outlays. ,

Retirement and disability programs.--While the Administration is
committed to protecting basic retirement and disability benefits,
the budget includes a number of legislative proposals to
eliminate unintended benefits.

Since the enactment of social security, a number of unearned
benefits have been added to the basic old-age and survivors
insurance program. In recent Yyears, these non-basic benefits
have threatened the continued solvency of the basic social
security program. The Administration is proposing the following
changes in social security benefits:

-- Minimum benefit.--Under current law, everyone eligible
for social security benefits receives at least a minimum
payment of $122 a month, regardless of their employment
history. The main beneficiaries of the minimum payment
provision are those with a modest work history in

employment covered by social security. Many of the
recipients had long periods of Federal civilian
employment and therefore also receive generous Federal
pensions. Because these recipients receive social

security payments far in excess of the level to which
their taxes entitle them, they represent a serious drain
on the social security trust funds. Eliminating the
"minimum benefit" would stop this drain, without
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reducing benefits for truly needy retirees at all; their
benefits would be replaced, dollar for dollar, by
increased payments from the supplemental security income
program. The net outlay savings associated with this
proposal are estimated to be $1.3 billion in 1982.

Student benefits.--Another unearned benefit that was
added to the social security system in 1965 is the
payment to adult students whose parents are social

security beneficiaries. These payments are unrelated to
the educational costs incurred, are often inversely
related to family needs, and duplicate benefits

available under other Federal student assistance
programs. Adult student payments have grown from $165
million in 1965 to over $2.0 billion in 1981. Under the
Administration's proposal, no new recipients would be
eligible, and current student payments would be reduced
by 25% annually. The outlay savings associated with
this proposal are estimated to be $1.0 billion in 1982.

Disability benefits.--The Administration also proposes
to reduce mounting disability insurance costs by
tightening administration and ending misdirected
benefits. In addition, an overall 1limit will be
established on disability benefits so that the benefits
a recipient receives from all public sources never
exceeds the worker's prior earnings, adjusted for
inflation. This proposal will prevent recipients with
multiple sources of disability payments from receiving
over ly-generous benefits. The Administration will
propose legislation to require disability insurance
beneficiaries to have worked 6 out of the last 13
calendar qguarters. The proposals are estimated to
reduce outlays by $0.1 billion in 1981 and $0.4 billion
in 1982.

Payments upon the death of a worker.--Under current law,
a payment of $255 is made upon the death of an insured
worker regardless of whether there is a surviving family
member . About half of current payments are made to
estates with no surviving spouse or surviving minor
children and many of these payments go directly to

funeral home operators. The costs of administering
these payments 1is five times as high as for earned
social security benefits. The Administration will

propose eliminating this payment where there is neither
a spouse nor a child to receive survivors benefits.
Payments to widows and orphans would be continued as
under current law. The outlay savings associated with
this proposal are estimated to be $0.2 billion in 1982.

The black lung disability trust fund is rapidly sinking into

insolvency, producing massive deficits that are presently
financed from general revenues. To put the trust fund on a sound
financial footing, the Administration will propose legislation to
restrict benefits to those who are truly medically disabled by
black lung and to ensure that the program is financed entirely by
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a reasonable levy on the coal industry. The objective of the
proposal 1is to eliminate questionable claims and reduce trust
fund outlays to a level where the coal industry could finance the

program without drawing on the Treasury. The 1legislation is
expected to eliminate the current deficit in this program by
1983. Since the precise distribution between outlay reductions

and revenue increases depends upon legislation that is still
being developed, the savings resulting from these changes are
reflected in the allowance for contingencies.

The Railroad Retirement Board pension system is substantially
under funded and could be unable to pay benefits on a timely basis

by April 1982. The Congress directed the rail sector to
negotiate and report, by March 1, 1981, a solution to fund
soundly the rail industry pension system. On assurance from

labor and management that they would recommend sound financing
for their industry pension, the Congress enacted an ad hoc
increase to take effect in June 1981. Since the parties neither
agreed to nor recommended a solution to the pension system's
imminent insolvency, the Administration proposes to defer the ad
hoc increase until after current benefit payments are soundly
funded. The Administration will support the Rail Pension
Assurance Amendments, originally proposed in the 96th Congress,
as a way of solving the rail industry pension system's long-term
actuarial deficit on an evenhanded basis without added Federal
subsidies.

Under present policy, virtually every Federal benefit payment
that has automatic adjustments for the impact of inflation is
adjusted once a year. Federal employee retirement and disability
benefits, however, are currently adjusted twice a year. To
assure equitable treatment for all beneficiaries, the
Administration supports legislation to replace biannual cost-of-
living adjustments with a single annual adjustment for civil
service and other Federal retirees. This proposal, which was
also included in the January budget, is now estimated to reduce
1982 outlays 1in this function by $0.5 billion. The savings in
retired pay for military personnel is estimated to be $0.4
billion in 1982, are classified in the national defense function.

The Administration intends to continue exploring the
appropriateness of the existing inflation adjustment mechanism
for federal retirees and their survivors. An attempt will be
made to 1identify and correct inequities in that adjustment
mechanism.

The Administration also supports the tightening of criteria for
granting Federal employees disability and early retirement
benefits. Changes in the administrative guidelines governing
these programs will reduce the number of beneficiaries and is
expected to lower outlays in 1982 by $180 million.

As part of the general effort to improve entitlement programs,
the Administration will propose legislation to reform the Federal
employees injury compensation program. These changes are
intended to remove (1) incentives to file questionable claims;

(2) disincentives for injured workers to return to work when they
Digitized for FRASER
http://fraser.stlouisfed.org/
Federal Reserve Bank of St. Louis




_77._

are medically able to do so; and (3) inequities in compensation
rates, which now permit higher-paid workers to receive more in
compensation benefits than they received in take-home pay when
working. The proposed reforms would ensure the efficient
compensation of Jjustifiable claims, while eliminating the
overcompensation and other inequities that currently plague the
Federal employees compensation program. Outlay savings of §$50
million are expected in 1982.

Unemployment compensation.--Under current law, during periods of
high unemployment, the Federal Government assists the States in
providing an additional 13 weeks of unemployment insurance
benefits ("extended benefits") beyond the 26 weeks of coverage
provided by basic State programs. As announced on February 18,
the Administration will propose 1legislation to focus extended
benefit payments only on those areas where high unemployment
provides a real barrier to employment for unemployed workers.

The legislation would: (1) eliminate the national extended
benefits program, which now requires payment of extended benefits
in all States -~ including those with low unemployment -- when
the national insured unemployment rate reaches the level set by
law; (2) remove claimants of extended benefits from the
calculation of the insured unemployment rate, which determines
when extended benefits are paid in each State; (3) require
recipients of extended benefits to have worked 20 weeks in the
one-year base period; and (4) require a higher 1level of
unemployment in individual States before extended benefits are
paid. State trigger rates would be increased to 5% insured
unemployment (and 120% of the rate in the comparable period of
the prior 2 years) or, at State option, to 6% (without regard to
prior years). In addition, the requirement in the Omnibus
Reconciliation Act of 1980 that extended benefits claimants must
accept offers of Jjobs that pay an amount equal to their
unemployment benefits or the minimum wage, whichever is higher,
will be strictly enforced. The Administration will propose
legislation to apply this same provision to claimants who have
collected at least 13 weeks of regular benefits.

The Administration proposal would eliminate the national trigger
on July 1, 1981 and change the method of calculating the insured
unemployment rate the week following enactment. To permit
necessary changes 1in State law, the increase in State trigger
rates, the requirement of 20 weeks of work in the base period,
and the requirement that c¢laimants under the regqular program
accept jobs paying at least their weekly benefit amount or the
minimum wage after 13 weeks of benefits, would take effect
October 1, 1982.

In comparison to current law, proposed reforms to extended
benefits are now estimated to reduce outlays by $0.5 billion in
1981 and $1.2 billion in 1982. The January budget also included
legislation to change the method of calculating extended
benefits. Under the economic assumptions used in January, the
proposal was estimated to reduce 1982 outlays by $2.2 billion.
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The Administration will propose legislation to make ex-military
personnel who voluntarily leave the service, who are released or
separated for cause, or who fail to reenlist when they could have
done so, ineligible for unemployment benefits. This change would
be effective July 1, 1981, and would reduce 1981 outlays by an
estimated $60 million and 1982 outlays by an estimated $225
million.

The Administration will also propose legislation to reform the
trade adjustment assistance (TAA) program. This legislation will
direct benefits to those workers who have not been called back to
work Dby their former employers and who have been unable to find
other work by the time their eligibility for unemployment
insurance has ended.

Weekly TAA Dbenefit amounts will Dbe the same as the worker's
weekly unemployment insurance benefit amount and will be paid
only to workers who have used up all their weeks of unemployment
insurance. This change would become effective for all claimants
October 1, 1981. This proposal is estimated to reduce outlays by
$1.2 billion in 1982.

Housing assistance.--As part of the general effort to control
long-term Federal government spending, the Administration is
proposing several reductions 1in housing assistance provided by
the Department of Housing and Urban Development (HUD):

-- The Administration is requesting funds for 175,000
additional subsidized housing units in 1982, compared to
260,000 units in the January budget. The 1981
subsidized housing program will also be reduced from the
254,550 unit level proposed in the January budget to
210,000 units. This is a more realistic estimate of the
program level 1likely to be achieved in 1981. In
addition, the Administration proposes shifting the
percentage mix between new and existing units from 50/50
to 45/55 in 1982 to take greater advantage of the lower
subsidy costs for existing housing. To achieve this
policy change, the President will propose to rescind
$4.6 billion in 1981 budget authority for the Department
of Housing and Urban Development's subsidized housing
program. The Administration will also propose a
reduction in 1982 budget authority for subsidized
housing of $8.7 billion.

-~ The Administration proposes to increase gradually over
the next 5 years the maximum allowable rent contribution
paid by tenants living in federally subsidized housing

from 25¢% to 30% of their adjusted income. Currently,
very needy households pay less than 25% of their income
for rent in HUD subsidized housing projects. Since this

proposal provides for the same rate of increase for all
tenants, the differential for the very needy will be
maintained. This change will be achieved through
administrative action and proposed legislation.

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



-79-

The proposal will decrease budget authority by $60 million in
1982. The reduction will decrease budget authority by over $400
million in 1986. Outlays are estimated to decline by $0.3
billion in 1982. However, by 1986, outlays are estimated to be
almost $1.1 billion less than the outlays for subsidized housing
and public housing operating subsidies estimated in the January
budget.

—-—- The Administration also proposes to stretch out
construction and renovation activity for the public
housing modernization program. This will be achieved by
rescinding $300 million of the 1981 appropriation of
$2.0 billion and reducing the 1982 appropriation request
by $500 million to $1.5 billion.

—— In addition, the Administration proposes to terminate
HUD's Indian housing program in 1982 and rescind $0.2
billion in budget authority for the program in 1981.
The current Dbacklog of 22,000 funded but unfinished
Indian housing units represents a 5 1/2 year supply at
the 4,000 unit program level proposed in the January
budget. With an average budget authority cost of over
$175,000 per unit there is no reason to continue this
very expensive and substantially backlogged program.

Food and nutrition assistance.--In accord with the
Administration's efforts to target assistance to the most needy
families, major changes will be proposed in the food stamp and
child nutrition programs. The changes in the food stamp program
are designed to eliminate anomalies found in the present program
under which families with high annual incomes are nevertheless
eligible for food stamps. The Administration's program would
remove about 400,000 such households from the rolls. The January
budget for food stamps included legislative savings of $0.5
billion in 1982 outlays. The revised budget reflects gross food
stamp changes of $3.1 billion in 1982 outlays. Funds totaling
$1.1 billion for food stamps to Puerto Rico will be converted
into a proposed block grant for Puerto Rico at the reduced amount
of 0.9 billion in outlays for 1982.

Food stamps account for more than 10% of the personal income of
residents of the Commonwealth of Puerto Rico. To improve the
administration of these activities and to make them more
responsive to the Commonwealth's culture, economy, and food
preferences, a consolidation of funds amounting to $0.9 billion
is proposed. This block grant would eliminate the detailed
nutritional prescriptions, financial reporting and accounting of
current Federal programs, and would permit the Puerto Rican
government to target nutrition assistance in accord with its
priorities and to stimulate local agricultural production. The
proposed amount is about 75% of the 1981 level of USDA nutrition
assistance for Puerto Rico. -

Under the Administration's proposal for the child nutrition
programs, Federal subsidies will be eliminated for students from
families of four with incomes above $15,630. Students from
families of four with incomes between $11,640 and $15,630 will
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continue to have their school meals partially subsidized. For
students from families of four with incomes below $11,640, the
present policy of full subsidization of meals will continue. The
proposal would also terminate funding to purchase new food
service equipment, and to finance nutrition education and
training grants to States, subsidized snacks, and all meal
subsidies to schools with high tuitions. The base and special
subsidies for both free and reduced price meals would be annually
indexed in future years from 1982 levels for price changes in the
current indices. These proposals would reduce 1982 outlays for
child nutrition by $1.6 billion below current law. The January
budget included legislative outlay savings of §$0.4 billion in
1982. The supplemental feeding program for women, infants, and
children (WIC) will be focused on low-income pregnant and
lactating women, and infants under established priorities for
participation. Applicants with relatively high incomes or
without measurable nutrition deficiencies may not receive WIC
benefits at the 1982 funding level, which is $0.2 billion below
the 1981 level.

The Administration is proposing several reforms to the aid to
families with dependent children (AFDC) and child support
enforcement programs. These changes are designed to determine
welfare needs more accurately, improve program administration,
reduce fraud and abuse, and decrease Federal and State costs.
Anomalies in the present system often result in the payment of
cash welfare grants to high-income families. Changes are needed
to assure that the resources available to a family are fully
taken into account in determining the family's need for public

assistance cash payments, to improve incentives to work, to
standardize and simplify program requirements and administration
(which will help reduce errors, waste, and abuse), to increase

child support collections (which will reduce the amount of
welfare payments needed), and to provide a more equitable balance
between the State and Federal shares of enforcement costs and
collections.

These proposals are expected to reduce 1982 outlays by $0.7
billion. The January budget also included outlay savings of $0.5
billion in 1982.

The Administration is also preparing several management
improvements in the supplemental security income program to
reduce errors and waste.

Other income security.--The Administration is proposing
reductions in the refugee assistance program reflecting lower
refugee flow to the United States, earlier phaseout of the old
Cuban refugee program (1962 to 1978 arrivals), reduced Federal
administration, and elimination of funds for non-State
administered, low-priority social service programs. This will
produce outlay savings of $31 million for 1981.

Increased reliance on the sponsors of immigrants to meet their
obligations with respect to an immigrants' first 3 years in the
United States will reduce AFDC outlays by $15 million in 1982.
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An expansion of the earned income tax credit, proposed in the
January budget, has not been included as part of the economic
recovery plan.

The Administration will propose legislation to consolidate
authorities for energy and related assistance into a hardship
assistance block grant to States. The Administration's proposal
will enable States to assist low-income households to meet the
rising cost of home heating and assist households facing other

hardship situations that may not be energy related. This
consolidation will result in outlay savings of $0.4 billion in
1982.
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700: VETERANS BENEFITS AND SERVICES

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget ... .ttt ecrcsossssccsnsonnes 21.2 23.2 25.0
Revised economic assumptions:
Service-connected compensation....... - —-——— -0.1
Non-~service-connected pensions....... - -——- —*
All other....... ces e ot ees e ceeee s s —— - -*
Policy reductions:
Readjustment benefits...........cc.... -——— ~% -0.1
Medical CAr@..c.ceseecssesssesonnncses - -0.1 -0.4
Hospital construction......eeeeeeees. - -0.2 -0.1
All Other ... ceeeoesesosorosenocnsonsse -——— —* -0.1
Revised budget .. coveeeeeettooceroconssossss 21.2 22.9 24.2
Outlays
January budget .. .. ceteeertcssccscessssansas 21.2 22.6 24.5
Revised economic assumptions:
Service-connected compensation....... —-——— - -0.1
Non-service connected pensions....... - - -%
All Other.:c.ceieeesocsoseccacssosansnas - - —*
Policy reductions:
Insurance policy loansS....eeesssesoss —— -0.1 -0.1
Readjustment benefits........ ... - -— -* -0.1
MedicaAl CAr@.ceeceeceocescecsecsosccncans - ~0.1 -0.4
Hospital construction.......c..cc... . - ~% -0.1
All Other ..ot eeeesescessoascoonocanas -——— -* -0.1
Revised budget...cceeeeeeeeeecececocncsaceas 21.2 22.4 23.6

* S50 million or less.

The Administration proposes to reduce budget authority for
veterans benefits and services from the January budget request by
$0.3 billion in 1981 and $0.7 billion in 1982. Estimated outlays
in 1981 and 1982 are below the January budget by $0.2 billion and
$0.8 Dbillion, respectively. These reductions are in large part
the result of lower projected inflation, revisions in
entitlements to eliminate unintended benefits, the application of
sound criteria to economic subsidy programs, and a stretch-~out of
capital investment programs.

Revised economic assumptions.--A decline in budget authority and

o outlays for service-connected compensation of §$0.1 Dbillion in
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1982 reflects lower estimates of proposed cost-of-living
adjustments than the January budget. Lower automatic cost-of-
living adjustments reduce budget authority and outlays for non-
service-connected pensions by $11 million in 1982.

Policy reductions.-~At present, VA insurance policy loans are
made at 5% interest rates, a fraction of the interest rates
charged on secured loans in private markets. This has had the

effect of encouraging veterans to borrow on their policies, often
diminishing the future security of veterans' families as the
value of the policy is reduced. The Administration proposes to
decrease the 1interest subsidy now given to veterans receiving
insurance loans. This proposal reduces outlays by $0.1 billion
in both 1981 and 1982.

A 2-year extension of the period of eligibility for certain
readjustment benefits for needy and educationally disadvantaged
Vietnam-era veterans, which was proposed in the January budget,
is not supported by this Administration. The current 1l0-year
period of eligibility is sufficient and the same as that provided
for veterans of previous wars. Elimination of this proposal
reduces 1982 budget authority and outlays Pbelow the level
proposed in January by $0.1 billion.

The Administration proposes a ceiling on the funding available
for VA physicians' and dentists' bonuses. Under this proposal
funds available for bonuses will be limited to 12% of the total
annual appropriations for physicians and dentists pay. This will
reduce the annual costs of bonuses for VA physicians and dentists
by approximately $40 million, to the 1level estimated Dby the
Congressional Budget Office at the time the Congress was
considering passage of PL 96-330, the legislation that authorized
the additional bonuses. In addition, moderate staffing
reductions 1in non-clinical personnel will be imposed on the
Department of Medicine and Surgery (DM&S), which would return
DM&S to its 1979 staffing level. These actions and the
withdrawal of several new initiatives that were included in the
January budget will save $0.3 billion in outlays in 1982.

Some cancellations and delays in the Veterans Administration (VA)
hospital construction program are proposed. These changes, which
can be accomplished without significant short-run detriment to
the VA medical system, reduce proposed budget authority by $0.2
billion in 1981 and $0.1 billion in 1982. Outlays in 1981 and
1982 are estimated to be reduced by $28 million and $0.1 billion,
respectively.

Proposals in the January budget to end payments for general
flight training and correspondence courses and to terminate
outpatient dental benefits for certain non-service-related dental
problems are included in the revised budget. The Administration
also proposes to reduce travel reimbursements for veterans being
treated for non-service-connected disabilities by requiring a $5
deductible payment. .
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750: ADMINISTRATION OF JUSTICE

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget..eeeeeeeeer oot ssoosnconnos 4.4 4.5 4.8
Policy reductions:
Legal Services Corporation........... - - -0.3
Office of Juvenile Justice and
Delingquency PreventiOn....ceeeeeeeos - - -0.1
Personnel and other reductions....... - -0.1 -0.2
Revised budget ... oereeeerersvseocssasnsssonss 4.4 4.4 4.2
Outlays
January budget.ceeeereooeeseseosrsosssonanans 4.6 4.8 4.9
Policy reductions:
Legal Services CorporatiOn......ees.. - -——— -0.3
Office of Juvenile Justice and
Delinquency Prevention......c.eeee.e —-——— - —%
Personnel and other reductions....... —-——= -0.1 ~0.2
Revised Dudget.ceeeee et entseneoennnseenan 4.6 4.7 4.4
* $50 million or less.

The Administration proposes to reduce budget authority by §0.1
billion in 1981 and $0.6 billion in 1982, and to reduce outlays
by $0.1 billion in 1981 and $0.5 billion in 1982 compared with
the January budget request.

Policy reductions.~-The authorization for the Legal Services
Corporation has expired. 1In lieu of proposing funding for this
program in 1982, the President has proposed a consolidated block
grant to States for social services. Legal services would be
authorized activities within the programs encompassed by the
block grant. Increased pro bono efforts by private attorneys, as
part of their professional responsibility, are a major way of
augmenting legal services activities financed by the block grant.

The Administration believes that services currently authorized in
programs of the Office of Juvenile Justice and Delinquency
Prevention can be provided under the broader authorities of
programs proposed for consolidation into a social services block
grant. The Administration therefore proposes that these
activities be carried out Dby the States in the context of the
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block grant, which 1is discussed in the education, training,
employment, and social services function.

The Administration is proposing significant travel, procurement,
and personnel reductions in this function. These measures will

reduce estimated outlays by $0.1 billion in 1981 and $0.2 billion
in 1982.
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800: GENERAL GOVERNMENT

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget..... St e ee s et esesea v esanen 4.6 5.4 5.4
Policy reductions:
Central fiscal operations........ . —-— -* -0.1
Federal buildings fund........... e ——— -— -0.1
Other...iiireeeeeesescencsssnsssasesocs -—— - -0.1
Revised budget..... s e e s s eesessesesanees ceoe 4.6 5.4 5.1
OQutlays
January budget....ecieeerertscccscssoscneons 4.5 5.2 5.2
Policy reductions:
Central fiscal operations............. - =% -0.1
Other....ccccveeeues crerresans e e e s ——— ~% -0.1
Revised budget.......... Ce et s ereecte e 4.5 5.1 5.0

* $50 million or 1less.

Several small proposed policy reductions would reduce budget
authority and outlays for the general government function by $0.1
billion in 1981 and by $0.3 billion in 1982 from the January
budget levels.

Policy reductions.--The President has signed an Executive Order
terminating the Council on Wage and Price Stability's wage and
price standards program. Outlays for the Council on Wage and
Price Stability are estimated to be $5.2 million lower in 1981
than the January estimates and $4.4 million lower in 1982.

Proposed budget authority for central fiscal operations is lower
than the January levels by $32 million in 1981 and $116 in 1982.
Outlays are estimated to be $47 million lower in 1981 and $126
million lower in 1982. Because the Administration's proposed
reduction in marginal rax rates is expected to enhance voluntary
compliance, the level of increase in Internal Revenue Service
enforcement staff proposed in the January budget will not be
necessary. The Administration does, however, support the January
budget request to increase IRS personnel for the collection of
unpaid taxes.

The Administration is also proposing a broad reform of Federal
Financing Bank operations that will affect its major users, such
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as the Rural Electrification Administration and the Tennessee
Valley Authority, and will affect other, non-Federal entities
that borrow from the FFB under Federal guarantees. This is
discussed in more detail in Part 2 of this document.

Reductions in the amount of new construction of Federal buildings
and 1in the amount of space leased by the Federal Government are
proposed 1in conjunction with expected decreases in Federal
personnel levels. New obligational authority for construction
would decrease from the $196 million previously proposed for 1982
to $28 million. This would decrease budget authority for the
Federal buildings fund by $121 million in 1982. The two new
projects that the Administration proposes to fund are border
stations 1in California and Maine. The amount of leased office
space would also be reduced by 1% from levels budgeted 1in
January, and may decrease further as the need for office space is
reassessed.

The Administration supports the proposal included in the January
budget to increase funds for the purchase of new vehicles in 1981
by $100 million. The original proposal, which would have
replaced all motor pool vehicles over five years of age, will be
changed to include replacing some leased vehicles with new
vehicles. This will reduce Federal Government costs over the
life of the vehicles. These purchases of new vehicles will
assist the automobile industry during a particularly difficult
period of high unemployment and will contribute to energy
conservation and cleaner air by replacing older vehicles with
cleaner, more fuel-efficient vehicles.

Consistent with its overall effort to reduce the number of
categorical grant programs, the Administration will not request
funding for the Intergovernmental Personnel Act grant program.
This would reduce 1982 outlays by $13 million from the January
level.
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850: GENERAL PURPOSE FISCAL ASSISTANCE

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget............ seetensenen e eann 8.7 6.2 6.9
ReestimatesS.....ceveeeieeiennncaoaannens - —* 0.1
Policy reductions:
Withdrawal of proposed tax credit for
State and local governmentsS......... —-——- - -0.5
Loans to the District of Columbia for
capital improvementsS.......ecccc.. .o - —-—— —*
Policy increases:
Withdrawal of the proposal to
eliminate payments in lieu of taxes. - -——- *
Revised budget.......cc.... csesecerccann ceae 8.7 6.2 6.5
Outlays
January budget.....c.ceeeeececns ce e ceeen 8.6 6.9 6.9
Reestimates...... st e sas ettt esseesnannnn - ~% 0.1
Policy reductions:
Withdrawal of proposed tax credit for
State and local governmentS........ . - —-—— -0.5
Loans to the District of Columbia for
capital improvementS......cccveeeees ——— -—— -0.1
Policy increases:
Withdrawal of the proposal to
eliminate payments in lieu of taxes. ——— -——— *
Revised budget......... ceossens ceeesescacsa 8.6 6.8 6.4

* S50 million or less.

The Administration's budget revisions for general purpose fiscal
assistance result in a net decrease 1in budget authority and
outlays of $0.5 billion for 1982 from the January budget.

Reestimates.--Outlays are expected to increase by $70 million 1in
1982 for Federal land management receipt sharing programs due to
higher estimates for receipts. Repayments for advances to the
District of Columbia general fund are estimated to increase by
$60 million in 1981, thus reducing outlays by that amount.

Proposed reductions.--The Administration proposes reductions of
$570 million in outlays in 1982 for two programs. Withdrawing

the proposal made in the January budget for tax credit payments
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to State and local governments accounts for $495 million of this
reduction. Another $75 million will be saved by limiting Federal
loans to the District of Columbia for its capital improvements
program. It is proposed that outlays for this program be capped
at $145 million in 1982 and that it be phased out by 1984. It is
anticipated that the District of Columbia government will enter
the municipal bond market and, thus, will have no further need to
borrow from the U.S. Treasury after 1983.

Proposed increases.--The Administration is withdrawing the
January budget proposal to eliminate the payments in 1lieu of
taxes program to State and local governments. Restoring funds
for this program will increase outlays by $45 million in 1982
over the January budget level. Funds for resumption of this
program are contingent upon the passage of new 1legislation that
will revise the payment formula.
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900: INTEREST

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget .. .ceeeeceescasossssossssossccas 64.5 80.4 89.9
Reestimates and revised economic
assumptions:
Interest on the public debt.......... -——- -3.5 -8.4
Other interest.......ieiteeeienescnnas - 0.3 1.0
Revised budget.iceveeeeereceennnens ceeeeee 64.5 77.2 82.5
Outlays
January budget...eeeeecreeeeetecrsssreonaces 64.5 80.4 89.9
Reestimates and revised economic
assumptions:
Interest on the public debt.......... - -3.5 -8.4
Other interest........ ces e enaas s - 0.3 1.0
Revised budget..c.soveeeereeceessonosccansosnas 64.5 77.2 82.5

Budget authority and outlay estimates for the interest function
have decreased since January due to lower projected interest
rates, partially offset in 1982 by higher borrowing requirements.
These changes have decreased estimated budget authority and
outlays for interest on the public debt by $3.5 billion to a
level of $90.6 billion in 1981, and $8.4 billion to $98.1 billion
in 1982. These large decreases in interest on the public debt
are partially offset by decreases in interest received on loans
made to the Federal Financing Bank.
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920: ALLOWANCES

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority
January budget.. ...ttt rcteenrtvtvestrnans - -——- 3.0
Policy reductions:
Civilian agency pay raises..e.ceeeees ——— - -0.2
Contingency allowanCe.....coeveeeseas - - -0.5
Revised DUAGEt ev e e eserronsoossasocsasconnss -— -—- 2.3
Outlays
January budget..ov oo eeerreettoncscanoonas ——— -——- 1.9
Policy reductions:
Civilian agency pay raiSeS....eeeee.. - —-—— -0.1
Revised DUdAget cveveveoseersosoesconanoonnees - - 1.8

The allowance function includes amounts for Federal civilian
agency employee pay raises, future initiatives, and unforeseen
requirements. The Administration proposes to reduce 1982 budget
authority and outlays for allowances from the January budget
levels by $0.7 billion and $0.1 billion, respectively.

Proposed reductions.--As part of its general effort to reduce
Federal overhead, personnel, and regulatory costs, the
Administration will recommend comprehensive legislative changes
in the way that Federal civilian pay rates are set. When
enacted, these proposals will reduce outlays from the current
services base by $2.5 billion in 1982.

The Administration supports the principle of comparability as the
best basis for adjusting Federal civilian pay, but will propose
major changes 1in the way comparability is calculated. The
following major components are among those being considered for
inclusion in proposed legislative changes:

1. Broadening the principle of comparability by:

-- establishing total compensation comparability--including
both pay and benefits, rather than 3just pay--as the
basis for calculating comparability; and

-~ including State and local government pay and Dbenefits,
rather than only those of private industry, in the data
on which compensation scales will be based.
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2. Bringing Federal compensation rates and practices more
closely in line with those of the non-Federal sector by:

-~ setting white-~collar pay on a locality basis;

—— changing certain features of the Federal wage system for
blue-collar workers to provide much more accurate
comparability with locally prevailing rates;

~— changing Federal premium pay laws to make them more
consistent with the Fair Labor Standards Act and private
sector practices; and

-- providing the executive branch with additional pay
flexibility to recruit and manage a high-quality work
force.

The above components are included in legislation proposed by the
previous administration. In addition, this Administration will
propose establishing the Federal compensation comparability
standard at 94% of average non-Federal compensation (including
benefits), thereby recognizing those aspects of Federal
employment that make it more attractive than many comparably-paid
jobs in the private sector.

Enactment of these proposals is expected to result in a white-
collar pay increase in October 1981 of approximately 4.8%. A
final decision on the level of the October 1981 pay increase is
made in the late summer after Presidential review of the
recommendations of the President's Compensation Agent and the
Federal Employees Compensation Council and after a review of the
prevailing economic conditions.

The President has concluded that the increases in Federal
executive salaries proposed in the January budget should be
deferred because current economic conditions require that
substantial budget reductions be achieved. However, the
President is deeply concerned about the diminishing ability of
the Federal Government to attract and retain high caliber
executives. The Administration will, therefore, work with the
Congress in developing other ways to address this 1issue Dbefore
the next report of the quadrennial Commission on Executive,
Legislative, and Judical Salaries, which is due in 1984.

The allowance for civilian agency pay raises was estimated 1in
January with the assumption that agencies would absorb 30% of the
cost of these raises. The absorption rate has been increased to
40%. These changes would reduce 1982 allowances by $0.2 billion
in budget authority and $0.1 billion in outlays from the January
levels.

The contingency allowance for unforeseen requirements has been
reduced to $1.5 billion in budget authority and $1.0 billion in
outlays for 1982 through 1986. It is expected that these levels,
in addition to the anticipated savings discussed below, will be
adequate to fund any unforeseen requirements.
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The Administration is committed to improving the management of
Federal Government activities. This is already underway. The
President has placed a complete freeze on Federal hiring and has
ordered limits on procurement of office equipment, consulting
services, and Government travel. For 1982 and beyond, every
aspect of Federal management and administrative practice will be
evaluated. 1In particular, the Administration expects substantial
savings from improvements in administrative practices designed to
increase the level of competition in the procurement process and
to collect money owed to the Federal Government on a more timely
basis.

It 1is the general policy of the Administration to rely, whenever
possible, on the competitive private sector to supply the
products and services the Federal Government needs. The Office
of Federal Procurement Policy 1is, therefore, working with
agencies to:

—— increase competition in the procurement of goods and
services and in the acquisition of major systems;

-- increase agency compliance with OMB circular A-76, which
requires agencies to determine which commercial and
industrial type activities could be performed more
efficiently through contracts with private firms;

—-- curtail the use of consulting services; and

—-- improve other acquisition programs such as the use of
commercial distribution systems.

The Administration is developing ways to improve the collection
of tax and loan payments owed to the Government and overpayment
of benefits. The accounting and servicing, collection, and
liquidation functions related to debt management can be handled
more efficiently through private contractors who have the
necessary training and expertise than through hiring or training
additional Federal personnel. The use of contractors for these
services would increase collections and decrease the number of
Federal employees needed for debt management and collection.

The Administration also plans to review administrative practices
under the Davis-Bacon and Service Contract Acts. The principal
objective 1is to ensure that prevailing wage determinations made
by the Department of Labor under these Acts reflect actual wages
paid 1in the 1localities where Federal contracts are performed.
Previous studies have indicated that substantial savings could be
achieved by revising current administrative practices. These
savings and the anticipated savings due to changes in the black
lung disability trust fund, which are discussed in the income
security function, are estimated to reduce the contingency for
other requirements by $30 million in 1981 and by $528 million in
1982.
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950: UNDISTRIBUTED OFFSETTING RECEIPTS

($ billions)

Actual Estimate
1980 1981 1982
Budget Authority and Outlays
January budget......cict ettt ccncrrcnsaaans -21.9 -27.8 =31.9
Reestimates and revised economic
assumptions:
Employer share, employee retirement.. - * 0.1
Interest received by trust funds 1/.. -— 0.3 0.8
Rents and royalities on the Outer
Continental Shelf.......ccveieeennns ——— -1.6 -0.4
Policy reductions:
Rents and royalities on the Outer
Continental Shelf......ctevievnreenns ——— -0.2 -0.7
Revised budget....ccecvverieianennn ce et e -21.9 -=29.3 -=32.0
1/ Includes decreases due to lower interest rate

assumptions offset by increases due to higher +trust fund
balances.
*50 million or less

The estimates of undistributed offsetting receipts for 1981 and
1982 have increased since January. These increases reduce budget
authority and outlays by $1.5 billion in 1981 and $0.2 billion in
1982.

Interest received by trust funds.--Revised interest rate
assumptions have lowered the estimates of interest received by
trust funds in both 1981 and 1982. These decreases are partially
offset by the effects of higher trust fund balances, resulting
from the Administration's policy reductions for certain trust
fund outlays. These outlay reductions increase trust fund
balances and thereby increase trust fund investment in Treasury
securities.

Rents and royalties on the Outer Continental Shelf.--The Outer
Continental Shelf oil and gas leasing schedule will be revised as
quickly as is possible in accordance with the requirements of the
OCS Lands Act. A major objective is to shorten the time needed
to start exploratory drilling in all OCS areas. Efforts will be
made to streamline and shorten the OCS sale preparation process
while preserving adequate protection of environmental values and
the public's proprietary interest. The schedule revision is
expected to increase OCS receipts by $0.2 billion in 1981 and
$0.7 billion in«1982. 1In addition, rents and royalities on the
Outer Continental Shelf are expected to increase by $1.6 billion

in 1981 and $0.4 billion in 1982 due to technical reestimates and
revised oil price projections.

org/
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Part 4

BUDGET AUTHORITY AND OUTLAYS BY FUNCTION: 1983-1986

The longer-range budget outlook is the result of past and present
budget decisions as well as projected economic and demographic
trends. The longer-range numbers are by their nature preliminary
because they include substantial budget authority and outlays for
existing programs that the Administration intends to reduce or
eliminate in order to meet its spending and deficit/surplus

targets.

The economic assumptions that are used for the budget projections
are presented 1in Part 2. They project downward trends for
inflation, interest rates, and unemployment, which will all help
restrain the growth in budget outlays. However, the demographic
trends -- especially the aging of the population in the next 10
years -- will help increase budget costs, especially for
retirement and health programs. Moreover, essential tax
reductions are planned for three consecutive years. The net

result of these trends is that excess outlays of $30 billion for
1983, $44 billion for 1984, $44 billion for 1985, and $43 billion
for 1986 are being temporarily carried in the out-year budget
projections pending the presentation of specific policy measures
to eliminate them.

These savings measures are now being developed and planned, and
will be transmitted to the Congress at the earliest possible date
and on a continual basis. Illustrative options under
consideration include:

-- development of fundamental and comprehensive health care
financing reforms, which would reduce health care
inflation;

—-- more efficient delivery of veterans health services:

-- development of alternative ways of financing strategic
petroleum reserves;:

—— improved efficiency in the many Defense Department
programs;

-- reduction in error rates in income transfer programs;
—- reevaluation of the housing subsidy programs;

-—- Dbetter coordination of programs that benefit specific
groups of people such as Indians and migrant workers;

-- reform of military and c¢ivilian retired pay so that
people who have Dbeen retired for a while would not
receive substantially more than people at their same
grade level who have just retired;
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-- reconsideration of how Federal annuities are determined
in order not to reward disproportionately people who
worked for a few years at high salary levels;

—-- review of the Federal credit and loan guarantee programs
with particular attention on improved debt collection
and forebearance policies;

-— change in the structure of the Northeast rail system to
ensure a private sector solution;

-~ 1imposition of further user charges where a restricted
group of people Dbenefit disproportionately from the
Government service, such as specialized weather
services;

—-— examination of the present Federal stockpiles to see if
further disposals of non-critical commodities can be
made;

—— elimination of overlapping or redundant subsidies and
benefits;

-— deletion of programs that have objectives which the
private sector can meet if disincentives caused by
Government regulations or actions are removed:;

-- termination of programs which the private sector or
State or local governments can perform better or at
lower cost;

-~ exploration of ways to reduce or minimize certain
interest subsidies Dby recovering their value from the
beneficiaries; and

-~ examination of the relative changes in the size of the
Federal and State and local sectors, and how growth in
the public sector in general can be efficiently shared
among the three levels of government.

The combined effects of the revised economic outlook, substantial
upward technical reestimates, and the President's budget reform
plan are shown in Table 14. In comparison to the January budget
estimates, the revised budget outlay estimates are lower by $55.5
billion in 1983 and §$95.6 billion by 1986. Despite the
substantial reductions underlying the revised long~range
estimates, the Administration will propose additional savings in
future budgets. When combined with the projected receipts and
spending 1levels resulting from the proposals in this document,
these further proposals would produce a balanced budget by 1984.
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Table 14 .~--CHANGES FROM JANUARY BUDGET
TO REVISED BUDGET, 1983-1986
(in billions of dollars)

1983 1984 1985 1986

Budget Authority

January budget......cceitiiiiierennn 892.0 962.7 1047.2 1139.1
ChangE.«eveeeoenresonnnanaossnsos -51.3 -62.2 -72.0 -78.9
Revised budget....coeevreesensnsnsocn 840.7 900.5 975.2 1060.2
Outlays
January budget...... ettt nnenn 817.3 890.3 967.9 1050.3
ChangeE.eveveevososeooononooesnoeaos -55.5 -=-75.8 -80.2 -95.6
Revised budget.....ccv v ineeneerens 761.8 814.4 887.7 954.7
Additional savings to be
Proposed.e..veveeccesocssosonsoess -29.8 -44.2 -43.7 -42.7
Target outlay ceiling.......ccvee... 732.0 770.2 844.0 912.0
Receipts
January budget....eeeeeeceeassesecoens 809.2 922.3 1052.6 1188.5
Change .. ..o ieeeeneesoesenonenans -100.1 -151.6 -202.7 -248.3
Revised budget.c v v e eesssoeesesansoas 709.1 770.7 849.9 940.2
Memorandum
Surplus or deficit under target
outlay ceiling...eeseeeeoneseennens ~22.9 0.5 5.9 28.2

The spending targets provide sufficient funds to continue support
for the well established programs developed over the years that
provide an essential social safety net. Under the Administration
targets, the share of budget resources devoted to the social
safety net would increase from an estimated 37% in 1981 to 39% by
1986. At the same time, our Nation's defenses would be
modernized and fortified. The budget share devoted to national
defense would increase from 25% in 1981 to 38% by 1986.
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Table 15.--BUDGET OUTLAY TARGET SHARES, 1981 AND 1986
(percent)

1981 1986

National defense....cceceeeevens c e e s e et e s et s an e 24.7 37.6
Nondefense:

Social safety net......cccecrein.. e e s e 36.8 39.0

Net Interest..cceeeeeeecessesscssoscssoooercenesses 9.8 6.9

All Other ... .ceeeeseeesooenonnssassssssssssassss 28.6 l6.6

Subtotal, Nondefense......ceee0.. e e 75.3 62.4

Target outlay ceiling...ceeeeeveernnesos 100.0% 100.0%

The projections also include the Administration's initiatives to
redefine the role of the Federal Government in relation to States
and localities. The major proposals in this area are the several
grant consolidations, described in Part 3. Additional
information on grants to State and local governments is provided
in Appendix A.

In addition to the savings resulting from specific program
reductions described in Part 3, the revised budget projections
for discretionary nondefense programs provide no funds during
1983-1986 to cover future inflation. This results in across-the-
board reductions in real resources for these programs, and will
provide an incentive to increase efficiency and cost-
consciousness.

Summary tables of long-range projections by various categories
appear in Part 5. Appendix B and Appendix C provide projections
of proposed increases and decreases in budget authority and
outlays for 1981-1986.
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050: NATIONAL DEFENSE

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget...c.cvveeeeenseconccesn 228.6 258.0 289.7 324.1

Change..... e s e s ee st es e e 31.0 36.9 43.3 50.2

Revised bDUdget.veeeeeeerteenoeoeseens 259.6 294.9 333.0 374.3
Outlays

January budget...coeeeeeccans ceeae e 210.4 237.8 267.8 299.5

Change...eeeeeeesesosnessnonnsees 15.7 17.8 36.1 43.2

Revised budget.... et eennceneeses 226.0 255.6 303.9 342.7

In comparison to the January budget projections, budget authority
for national defense is now projected to be $31.0 billion higher
in 1983 and $50.2 billion higher by 1986. Outlays are projected
to be higher by $15.7 billion in 1983 and $43.2 billion by 1986.
These increases are the net differences between substantial
increases 1in funding necessary to improve our defense
capabilities, lower costs due to lower projected rates of
inflation, and reductions and economies in civilian pay and other
areas noted in Part 3.
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150: INTERNATIONAL AFFAIRS

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget ....ccveeeerereocensns 18.4 20.1 21.3 22.4

Change..... ceeenn ceee e e -0.7 -3.8 -5.2 -6.3

Revised budget...ccveeerenscecenenes 17.7 16.3 16.1 16.1
Outlays

January budget.......... cec e eaans 12.9 13.6 14.5 15.3

Change...ccoevees e et essereneasas -1.1 -1.4 -2.3 -3.1

Revised budget...eeeeecereeenns oo 11.8 12.2 12.2 12.3

In comparison to the January budget projections, budget authority
for international affairs is now projected to be $0.7 Dbillion
lower in 1983 and $6.3 billion 1lower by 1986. Outlays are
projected to be $1.1 billion lower in 1983 and $3.1 billion lower
by 1986. These reductions are the net result of reestimates,
proposed reductions, and a policy increase for international
security assistance discussed above in Part 3.

The decisions to reduce foreign development assistance programs,
payments of international organization assessments, and Export-
Import Bank lending authority result in significant reductions
from the January projections, and make room for «critical
increases for security assistance.
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250: GENERAL SCIENCE, SPACE, AND TECHNOLOGY

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget..... cesteree e ecen e e 8.8 8.4 8.0 7.7

Change...c.co0.. cecescsesenne sens -1.1 -1.3 -1.1 -1.0

Revised budget...... s eeesesan 7.7 7.1 6.9 6.8
Outlays

January budget.....cceevevecsncacecns 8.3 8.3 8.0 7.8

Change........ oooooooo *® 6 0 0 0 000 000 —].OO —1-2 _1-2 _lol

Revised budget...c.cveeiecerenroeeas 7.3 7.2 6.8 6.7

In comparison to the January budget projections, budget authority
for general science, space and technology is now projected to be
$1.1 Dbillion lower in 1983 and $1.0 billion lower by 1986.
Outlays are projected to be §1.0 billion lower in 1983 and §$1.1
billion lower by 1986. These reductions are the result of
reestimates and proposed reductions and deferrals discussed above
in Part 3.

Proposed changes in the scope of National Science Foundation
activities reduce outlays by $324 million in 1983 and by $462
million in 1986. Deferral of construction in the Department of
Energy's general science programs results in outlays savings of
$42 million in 1982, rising to $83 million by 1986. Deferral of
previously planned National Aeronautics and Space Administration
space and general support activities reduces estimated outlays by
$631 million in 1983, and $592 million by 1986.
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270: ENERGY

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget......ccccce0. ceeseas . 12.7 10.8 11.5 15.7

Change....ceeoveeeencss treeceesees -3.6 -2.9 -2.9 -3.2

Revised budget...eeoeeens ceevrene oo 2.1 8.0 8.6 12.5
Outlays

January budget.......... creres e 12.4 11.1 10.9 13.0

ChanNge..c.oeseoeronccnsosonosssonns -3.2 -3.4 -2.9 -3.0

Revised budget......... cecrsereeeees 9.2 7.7 8.0 10.0

In comparison to the January budget projections, budget authority
for energy is now projected to be $3.6 billion lower in 1983 and
$3.2 billion 1lower by 1986. Outlays are projected to be $3.2
billion lower in 1983 and $3.0 billion lower by 1986. These
reductions are the net result of reestimates and proposed
reductions discussed above in Part 3. These include reduced
subsidies for synthetic and alcohol fuels and demonstration and
development programs for fossil and solar energy, termination of
the Solar Energy and Energy Conservation Bank, and elimination of
many information and regulatory programs of the Department of
Energy.
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300: NATURAL RESOURCES AND ENVIRONMENT

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January estimate...ceeeecececcccocas 15.3 16.2 16.4 16.4

Change...coeeseesessosconsassenannnas -4.7 -5.9 -6.6 -6.9

Revised budget.ceeeeeeeessersoencesns 10.6 10.3 9.8 9.5
Outlays

January estimate.ceeeeesertoessacens 15.0 15.5 15.4 15.3

CHANGE . ettt veevenanseaenneennans -4.0 -5.7 -6.2 =6.1

Revised budget.....eeervcocnsoresonaa 11.0 9.7 9.2 9.1

In contrast to the January budget projections, budget authority
for the natural resources and environment function is now
projected to be $4.7 billion lower in 1983 and $6.9 billion lower
by 1986. Outlays are projected to be $4.0 billion lower in 1983
and $6.1 billion 1lower by 1986. These reductions are the net
result of reestimates and proposed reductions discussed above 1in
Part 3. The major reductions in 1983-1986 include continuation
of the moratorium on Federal recreation and conservation land
acquisition begun in 1981 and termination of funding for State
and urban recreation and historic preservation grants. Changes
also include increased receipts and increased resources for
existing national parks to provide necessary facilities to
protect the health and safety of visitors and to preserve park
areas from damage.

The Administration will propose legislation for two major user
charge programs 1in the water resources area. The first will
sufficiently increase inland waterways fees to provide recovery,
starting in 1982, of the entire cost of operating and maintaining
existing waterways (discussed in Parts 2 and 3). This
legislation will also provide for new waterway cost recovery in
the future. The second user charge will recover, through
proprietary receipts, the cost of dredging and maintaining deep
water channels leading to our seaports, except for that portion
allocated to Government use. Together, these proposals will
increase revenues by $2.1 billion over the 1983-86 period,
offsetting costs otherwise borne by the general taxpayer.

Increased shared revenue payments to States, as a result of
mineral leasing acceleration, are included in the general purpose
fiscal assistance function.
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350: AGRICULTURE

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January estimate..c.eveennervetnannn 5.6 4.9 5.3 5.6

Change..eeerereossesococencsssnnnns 0.2 -0.3 -0.4 -0.6

Revised budget.c.vesee it sssens 5.7 4.6 4.9 5.1
Outlays

January estimate......... ceesesasenn 4.5 4.8 5.2 5.5

ChanNge.eceeeeeeeoncssssasnsssaseannss -0.5 -0.8 -1.0 -1.1

Revised budget.......... seceacssannn 3.9 4.0 4.2 4.4

In comparison to the January budget projections, budget authority
for the agriculture function is now projected to be $0.2 billion
higher in 1983 and $0.6 billion lower by 1986. Outlays are
projected to be $0.5 billion lower in 1983 and $1.1 billion lower
by 1986. These reductions are the result of proposed reductions
in the dairy price support and other commodity price support
programs discussed above in Part 3.

The reductions in price support programs in 1983-1986 reflect the
continued impact of the 1981-1982 proposed reductions as well as
anticipated revisions to price support operations as part of the
Administration's 4-year farm program to be transmitted to the
Congress later this year.

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



-105-

370: COMMERCE AND HOUSING CREDIT

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget...eeeeeresescccccns . 12.3 13.4 14.1 15.1
Change.-..... ----- ® o 6 06 06 3 0 000 000600 _609 _706 _708 _807
Revised budget....ceeveconssncosccns 5.4 5.8 6.3 6.4
Outlays
January budget.....ccccecrvesacrvcces 7.9 9.2 9.8 10.5
Change...... ooooo ® o © 9 0 06 5 00 5 0 00 000 _4-5 -601 _706 —8.4
Revised budget....ceceeceoccecocanns 3.4 3.1 2.2 2.1
In comparison with the January budget projections, budget

authority for commerce and housing credit is now projected to be
$6.9 billion lower in 1983 and §8.7 billion 1lower by 1986.
Outlays are projected to be $4.5 billion lower in 1983 and $8.4
billion lower in 1986. These reductions are the net result of
reestimates, revised economic assumptions, and proposed
reductions discussed above in Part 3.

The major reductions include:

~- discontinuation of the tandem mortgage purchase program
of GNMA;

-~ a reduction in the limitation for FHA mortgage insurance
and loan guarantee commitments;

-- a reduction in direct loan obligations for the rural
housing insurance fund;

-- a reduction in subsidies to the U.S. Postal Service:

-- withdrawal of the previous administration's proposal to
make 30% of the investment tax credit refundable;

-- elimination of funding for the National Consumer
Cooperative Bank; and

-~ substantial reductions in funding and staff in the
Federal Trade Commission's Bureaus of Consumer
Protection and Competition.
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400: TRANSPORTATION

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January estimate....c.iieeeereennonen 27.2 28.3 29.4 30.5

Change....... ceeese et enseeceans -6.0 -7.0 -8.0 -8.1

Revised budget....cccevvs ceeesesennn 21.2 21.3 21.4 22.4
Outlays

January estimate........ ceesecen e e . 24.9 26.6 27.7 29.1

Change........ ceeeen ceeresesneaos -4.5 -5.6 -6.9 -7.5

Revised budget........ ceeseses s e 20.4 21.0 20.9 21.7

In comparison to the January budget projections, budget authority
for the transportation function 1is now projected to be $6.0
billion 1lower in 1983 and $8.1 billion lower by 1986. Outlays
are projected to be $4.5 billion lower in 1983 and $7.5 Dbillion
lower by 1986. These reductions are the net result of
reestimates and proposed reductions discussed above in Part 3 as
well as additional policy changes occurring in 1983-1986.

The major reductions in 1983-1986 would eliminate or stretch out
lower priority Federal highway projects and would refocus Federal
highway program resources on the interstate and primary systems.
A reduction in mass transit capital grants, starting in 1982,
reflects a moratorium on new Federal commitments for building
transit rail 1lines or systems, whereas the phaseout of mass
transit operating subsidies by 1985 is part of a general effort
to reduce dependency on government subsidy.

While Coast Guard funding continues at real rates of growth
comparable to those projected in the Carter budget, a major study
of Coast Guard roles and missions being conducted in 1981 may
reveal ways to achieve future savings in the methods used to
provide the types of services and defense preparedness now
furnished by the Coast Guard.

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



-107-

450: COMMUNITY AND REGIONAL DEVELOPMENT

(in billions of dollars)

1983 1984 1985 1986
Budget Authority
January budget............ ceoeenas . 9.3 9.4 9.7 10.0
ChanNge...oeeeveeaesosoesocnassosns -1.9 -2.0 -2.1 =-2.1
Revised budget....eeeeeecreocenssens 7.4 7.4 7.6 7.8
Outlays

January budget....... cecses s esene s 8.9 9.2 9.5 9.6
Change...eoeeteveeroscosonces e -1.3 -1.8 -2.4 -2.5
Revised budget.ceeeeerereeosoencenees 7.6 7.3 7.2 7.1

In comparison to the January budget projections, budget authority
for the
projected to be $1.9 billion lower in 1983 and $2.1 billion lower

community and regional development function is now

by 1986. Outlays are projected to be $1.3 billion lower in 1983
and $2.5 billion lower by 1986. These reductions are the result
of reestimates and proposed reductions discussed in Part 3. The

major reductions include:
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integration of the community development block grant and

the urban development action grant programs into a more
efficient and flexible grant mechanism;

termination of the rehabilitation loan fund;

a reduction in direct loan obligations of the Farmers

Home Administration:

termination of the Economic Development Administration
and the Regional Development Commissions of the
Department of Commerce, and the non-highway programs of
the Appalachian Regional Commission:

coastal and inland impact

termination of the energy

. programs; and

reductions in funding for disaster assistance.
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500: EDUCATION, TRAINING, EMPLOYMENT, AND SOCIAL SERVICES

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget...... cesesee ceeenno e 38.0 39.7 41.3 42.7

Change...eeeeeeens ceccccnsacsasen -13.3 -14.9 -16.6 -17.9

Revised budget.cceeeeceeeeeeeceecnns . 24.8 24.8 24.7 24.8
Outlays

January budget....cceeeecececcsocsnn 36.5 38.6 40.3 41.7

Change..eeeeeeeeseeocecnoconnnns . -11.7 -14.6 -16.2 =17.6

Revised budget..cc.ceeeeeeoencess voeos 24.7 24.0 24.0 24.1

In comparison to the January budget projections, budget authority
for education, training, employment, and social services 1is now
projected to be $13.3 billion lower in 1983 and $17.9 billion
lower by 1986. Outlays are projected to be $11.7 billion lower
in 1983 and $17.6 billion lower by 1986. These reductions are
the net result of reestimates, revised economic assumptions, and
proposed reductions discussed in Part 3.

The major reductions involve: elimination of the two CETA public
service employment programs by the end of fiscal year 1981;
consolidation of 44 categorical education grant programs into two
block grants; consolidation of CETA youth programs with general
purpose CETA training grants; and funding of numerous social and
community services activities under one Dblock grant. In
addition, the Administration proposes improved targeting of
student financial assistance provided by the Pell grant program
on the truly needy.

For education programs, the current long-range estimates are
significantly below the January estimates. In 1983, Dbudget
authority for education programs is estimated to be $4.5 billion
below the January estimates, and $3.6 billion lower in outlays.
By 1986, the differences from the January estimates are $6.2
billion and $5.9 billion, respectively.

For training and employment programs, the Administration
proposals reduce 1983 budget authority by $6.1 billion and
outlays by $5.8 billion below the January estimates. By 1986,

the savings from these proposals are $8.3 billion and $7.9
billion, respectively.

For social and community services programs, the Administration's

block grant proposal would reduce 1983 budget authority by $1.7
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billion and outlays by $2.0 billion below the January estimates
for programs in this function. By 1986, the savings from this
proposal are $2.2 billion in budget authority and $2.5 billion in
outlays. Additional savings result from consolidating Federal
management, research and demonstration, and administrative
activities previously undertaken along categorical lines.
Withdrawal of support for the previous administration's proposed
tax credit for non-profit institutions reduces budget authority
and outlays by $0.3 billion in 1983 and by $0.5 billion in 1986.
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550: HEALTH

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget...c.cccecececscscessens 96.1 107.5 121.7 139.0

Change.-.‘--....---.-.......-..-. _502 _805 -12.4 -1700

Revised budget..cecoeseeccccccoccenns 90.9 99.0 109.3 122.0
Outlays

January budget........ cesecessssssaa 84.5 95.4 107.1 119.9

Change....... --------- e s o 00 0 0 » e 00 _2.9 _501 —804 _1302

Revised budget'... ® ® 0 & 5 & & 5 s 0 s S0 e 81.6 90.3 98‘7 106.7

In comparison to the January budget projections, budget authority
for the health function is now projected to be $5.2 billion lower
in 1983 and $17.0 billion lower by 1986. Outlays are projected
to be $2.9 billion lower in 1983 and $13.2 billion lower by 1986.
These changes are the net result of reestimates, revised economic
assumptions, proposed reduction, and reforms that the
Administration expects to institute to establish a more
competitive market 1in the health care industry. The interim
reform of medicaid achieves sizeable outlay savings in all years,
rising from $2 billion in 1983 to $5 billion in 1986.

The health service and prevention grant consolidations are
described in Part 3. By allowing States the flexibility to
design comprehensive services programs according to their own
priorities, publicly funded services would become more effective
and less costly.
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600: INCOME SECURITY

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget....cco0ees cheereeoen 310.4 332.4 362.8 389.8

Change.ceseeesesnes coessecccons ooe -26.3 -28.9 -32.6 -33.5

Revised budget...cceeeosesesccas e 285.2 303.5 330.2 356.3
Outlays 1/

January budget...c oo ceessccsnsoenns 284.0 309.1 337.5 364.8

Change.eeseeeosseooeonscccccnns .o -23.7 -32.0 -41.7 =51.5

Revised budget...... e e eeeree e .o 260.2 277.1 295.7 313.3

1/ Estimated OASI benefit outlays for 1983 through 1986 are
contained in these amounts although under current law and
economic assumptions, the OASI trust fund will be unable to make
timely benefit payments. The Administration is currently
developing a plan for this and longer-range social security
financing issues, which will be submitted to Congress in the near
future. The benefit outlays are displayed here under the
assumption firmly held by this Administration that neither the
Congress nor the Administration will allow any interruption in
the timely payment of social security benefits.

Budget authority and outlays for income security programs are
estimated to be substantially lower during 1983-1986 than
estimated 1in January. The net effect of revised economic
assumptions, reestimates and proposed reductions reduce budget
authority by $26.3 billion in 1983 and $33.5 billion by 1986.
Outlay estimates are reduced by $23.7 billion in 1983 and $51.5
billion by 1986. As discussed in Part 3, the Administration has
proposed reductions in the following program areas: general
retirement and disability insurance, Federal employee retirement
and disability, unemployment compensation, housing assistance,
food and nutrition assistance, and other income security
programs.

However, the proposed reductions in income security do not affect
the programs that comprise an essential social safety net of
income support. For example, the basic retirement and disability
benefits under the social security program are not affected but

many of the ancilliary benefits that have been added in recent

years are either eliminated or reduced.
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The Administration is also proposing a hardship assistance block
grant, consolidating energy and related assistance, to aid
families experiencing emergencies.

In addition, changes in the areas of Federal employee retirement
and disability, housing assistance, and food and nutrition
assistance have rather small changes in 1981 and 1982 compared
with the substantial changes through 1983-86.
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700: VETERANS BENEFITS AND SERVICES

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget..vieeveeccnns ceeccnens 27.0 29.2 30.7 31.7

change oooooo ® % ® ® 0 2 0 ¢ B ¢V O G0 N e O _102 -109 _206 _304

Revised budget..... Cece s et nn s 25.7 27.3 28.1 28.3
Outlays

January budget...cec.cceececcectscoccsane 26.2 28.0 30.3 31.2

ChanNge.ceseveceosoccacsnoncoesoes .o -1.4 ~-2.0 -2.6 -3.3

Revised budget..... c et eseresesesoens 24.8 26.0 27.6 27.9

In comparison to the January budget projections, budget authority
for veterans benefits and services is now projected to be $1.2
billion 1lower in 1983 and $3.4 billion lower by 1986. Outlays
are projected to be $1.4 billion lower in 1983 and $3.3 billion
lower by 1986. These reductions are the result of revised
economic assumptions and proposed reductions discussed in Part 3.

Lower proposed cost of living adjustments for service-connected
compensation, reflecting lower projected inflation, reduce budget
authority and outlays by $0.3 billion in 1983 and $1.2 billion by
1986. Proposed restrictions on the growth of the VA medical care
program reduce budget authority and outlays by an additional $0.6
billion in 1983 and $1.3 billion by 1986. Other major reductions
include a decrease in the interest subsidy now given to veterans
receiving insurance loans, the withdrawal of a proposal by the
previous administration to extend for 2 vyears the period of
eligibility for certain readjustment benefits for needy and
educationally disadvantaged Vietnam-era veterans, and some
cancellations and delays in the VA hospital construction
programs.
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750: ADMINISTRATION OF JUSTICE

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January estimate.....cieeesteneraeos 4.9 5.1 5.3 5.5
Change-.-..................--..-- _008 _100 _102 —1-4
Current estimate....ccceeeeeencenees 4.1 4.1 4.1 4.0
Outlays
January estimate.....eeeeeeerncnesens 4.9 5.1 5.2 5.4
Change....eeeceeesveeoesoconccnsons -0.8 -1.0 -1.2 -1.5
Current estimate....ceeeereeerecenan 4.1 4.0 4.0 3.9
In comparison with the January budget projections, budget

authority for the administration of justice function is now
projected to be $0.8 billion lower in 1983 and $1.4 billion lower
by 1986. Outlays are projected to be $0.8 billion lower in 1983
and $1.5 billion 1lower in 1986. These reductions are the net
result of reestimates and proposed reductions discussed above in
Part 3.

The Administration will propose to make services currently
provided by the Legal Services Corporation and the Office of
Juvenile Justice and Delinquency Prevention eligible activities
under a social services block grant. This is discussed in the
education, training, employment, and social services section of
Part 3. The Administration also proposes to make significant
personnel reductions in the agencies in this function.
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800: GENERAL GOVERNMENT

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget..ceeeeereeecesonsenses 5.6 5.5 5.6 5.6

Changeo ------ * e 0o s 0 o 0 0 0 0 00 " e e 9 e 0 _0-3 _005 —006 _008

Revised budget...seeeeessos ceerrseeen 5.3 5.0 5.0 4.8
OQutlays

January budget..... esee s e ees s eenanes 5.2 5.4 5.3 5.2

Change.e.ceeeeensccccecscnoesonnes -0.3 -0.6 -0.8 -0.8

Revised budget.ceeeeereeteevoennneans 4.9 4.8 4.5 4.3

Budget authority and outlays for the general government function
are $0.3 billion lower than the levels in the January budget for
1983 and $0.8 billion 1lower by 1986. These reductions are
primarily due to the reductions in Internal Revenue Service
personnel discussed in Part 3.
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850: GENERAL PURPOSE FISCAL ASSISTANCE

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January estimate...ccccocecennseoceas 7.4 7.6 7.8 8.0

Changeoo-ooooooooooo.o--oooo-o-o-‘ —007 _008 _0'8 _009

Current estimate.cceceeertecrevcnnnes 6.8 6.9 7.0 7.1
Outlays

January estimate...cceeseecccccccccas 7.5 7.6 7.8 8.0

Change...-...-................... _007 _009 -1-0 _101

Current estimateoo ® ® 0 0 0 S0 s e e e e 608 607 608 609

In comparison to the January budget projections, budget authority
for general purpose fiscal assistance is now projected to be $0.7
billion lower in 1983 and $0.9 billion lower by 1986. Outlays
are projected to be $0.7 billion lower in 1983 and $1.1 billion
lower by 1986. These reductions are the net result of
reestimates, proposed reductions, and a policy increase discussed
above in Part 3.

The major reductions are the withdrawal of the proposed tax
credit payments to State and local governments and the proposed
phasing out by 1984 of capital improvement loans to the District
of Columbia.
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900: INTEREST

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January budget....cceececccccccccccne 91.7 89.0 87.5 88.2

Change.....coece ceeceetecescenans .o -7.0 -4.2 -4.1 -4.5

Revised budget..c.ceveceeessns ceeene 84.7 84.9 83.4 83.7
Outlays

January budget....cceeeessccorsscccs 91.7 89.1 87.5 88.2

Change--.......-.......-......... -700 _4.2 -401 '—4-5

Revised budget ..... * ® & » 6 & & & 9 " S s S0 84.7 84.9 83.4 83.7

Budget authority and outlays for the interest function are
estimated to be $7.0 billion lower in 1983 and $4.5 billion lower
in 1986 than estimated in the January budget. These lower budget
authority and outlay levels for the interest function in 1983-86
are due to lower projected interest rates and 1lower borrowing
requirements. The large decreases in interest on the public debt
are partially offset by decreases in interest received on loans
made to the Federal Financing Bank.
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920: ALLOWANCES

(in billions of dollars)
1983 1984 1985 1986

Budget Authority

January estimate...ceeeeecesoocccnscs . 6.8 10.3 12.8 15.4

Change......-...............-.... —201 _306 -400 —405

Current estimate..ceceecerocecccsces 4.6 6.6 8.7 10.8
Outlays

January estimate....cceeeceecccscocas 5.7 9.2 11.7 14.3

Change-.................... ------ ""1-6 —302 _3-6 -4ll

Current estimate..ceeeeesevoccsnoses 4.0 6.0 8.1 10.1

Budget authority and outlays for the allowance function are lower
than the January budget levels by $2.1 billion and $1.6 billion
respectively in 1983. By 1986 budget authority is $4.5 billion
lower than the January budget projections and outlays are §4.1
billion lower.

The changes in Federal employee compensation discussed in Part 3
would decrease the allowance for civilian agency pay raises
included in this function. The contingency for other
requirements has been reduced to $1.5 billion in budget authority
and $1.0 billion in outlays in 1983-1986 to reflect anticipated
savings due to the improvements in contracting and procurement
practices and in debt collection discussed in Part 3.
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950: UNDISTRIBUTED OFFSETTING RECEIPTS

(in billions of dollars)
1983 1984 1985 1986

Budget Authority and Outlays

January estimate.......c0c ceecsoaene -34.1 -33.2 -33.5 =34.1
Change.....vs.. cees et -0.8 -4.2 -6.2 -8.2
Current estimate..... et esaeetnaens -34.8 -37.4 -39.7 -42.3

Undistributed offsetting receipts are $0.8 billion higher in 1983
than the January estimates and $8.2 billion higher by 1986.
These increases in receipts reduce budget authority and outlays.

The revision of offshore o0il and gas leasing schedules that the
President is seeking would increase rents and royalities on the
Outer Continental Shelf and therefore reduce budget authority and
outlays. Lower projected interest rates reduce interest received
by trust funds. This decrease is offset by increased investment
in Treasury securities resulting from higher trust fund balances.
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Part 5

SUMMARY TABLES
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Table

Individual income taxes..... .
Corporation income taxes.....
Social insurance taxes and
contributions...ceeoeeas .
Excise taxes....... ce e e s
Estate and gift taxes...... .

Customs duties....oeee.. e e
Miscellaneous receipts.....s..

Total budget receipts...

16.--BUDGET RECEIPTS BY MAJOR SOURCE

(in billions of dollars)

Actual Revised Budget Estimates

1980 1981 1982 1983 1984 1985 1986
244.1 277.4 288.2 311.0 339.6 383.4 439.5
64.6 64.7 62.4 68.5 71.4 71.4 72.8
160.7 186.4 214.5 239.9 263.7 295.9 327.4
24.3 43.6 55.7 56.9 58.4 59.9 60.0

6.4 6.9 7.6 8.5 9.4 10.4 11.3

7.2 7.4 7.8 8.2 8.7 9.0 9.2
12.7 13.8 14.2 16.1 19.6 19.8 20.0
520.0 600.3 650.3 709.1 770.7 849.9 940.2
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Table 17.--ESTIMATED EFFECT OF ADMINISTRATIVE ACTIONS AND
1981-1986

PROPOSED LEGISLATION ON RECEIPTS,
(in billions of dollars)

Revised Budget Estimates

1981 1982 1983 1984 1985 1986
Receipts under current law......eevceeoesesoene 608.8 701.6 806.2 915.5 1028.1 1153.9
Extension of highway trust fund taxes
schedule to expire September 30, 1984...... —— - ——— —-_—— 3.9 4.0
Receipts on a current services basis.......... 608.8 701.6 806.2 915.5 1032.0 1157.9
Proposed legislation and administrative
actions other than extensions:
Individual income tax reductions......... -6.4 -44.2 -81.4 -118.1 -141.5 -162.4
Depreciation reform.......cccceeeeeccccnn -2.5 -9.7 ~-18.6 -30.0 -44.2 -59.3
Taxation of Federal employee injury
compensation..ccessscessscccccccnnsssnss * 0.1 0.1 0.1 0.1 0.1
USer chargesS...c.cceevevecscesocssoccacns . 0.2 2.1 2.4 2.7 3.1 3.4
Other proposals 1/....ivieeeeeeeencnnnnns * 0.4 0.5 0.5 0.5 0.5
Total, Proposed legislation and
administrative actions other than
extenSionS--....................... -8-6 -51-3 -9701 _14408 _18201 -21707
Total budget receiptB...ccvcecrecccccnconcsnces 600.3 650.3 709.1 770.7 849.9 940.2
1/ These proposals include an increase in railroad retirement payroll taxes and

increases in passport and visa fees.

* $50 million or less.
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Table 18.--COMPOSITION OF BUDGET OUTLAYS,

(dollar amounts in billions)

National defense:
Direct Federal payments
for individuals....ceevesoovacnans
Grants to States and localities.....
Other ¢ioeeeeesesosceassssssssscsssnsocs

Subtotal, National defense.....

Nondefense:
Direct Federal payments
for individualsS.. .. eeeeeasennscons
Payments for individuals through
States and localities......ccvv..
All other grants to States
and localities...cceeersrocssnnces
Net interest..c.cieescscssssossanans
Other.ioieeeeesesoccososscnssossscnsse

Subtotal, Nondefense....:ecoe0.

Total, Revised budget..........
Additional savings to be proposed...

Target outlay ceiling.......e..

1980-1986

Actual Revised Budget Estimates
1980 1981 1982 1983 1984 1985 1986
11.9 13.8 15.3 17.1 18.7 20.2 21.6
0.1 0.1 0.1 0.1 0.1 0.1 0.1
123.8 148.3 173.4 208.9 236.9 283.7 321.1
135.9 162.1 188.8 226.0 255.6 303.9 342.7
237.0 278.0 298.2 323.8 348.3 374.6 398.4
34.2 39.4 39.1 41.5 43.5 45.5 47.3
57.2 54.9 47.2 45.7 44.3 44.2 45.1
52.5 64.1 68.2 68.9 67.8 64.9 62.8
63.0 56.6 53.7 55.8 54.9 54.8 58.4
443.8 493.1 506.5 535.7 558.8 583.9 612.0
579.6 655.2 695.3 761.8 814.4 887.7 954.7
——— - --= =29.8 -44.2 -43.7 =42.7
579.6 655.2 695.3 732.0 770.2 844.0 912.0
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Table 18

Percent of Total Outlays

National defense:
Direct Federal payments
for individuals....eveevrenessennne
Grants to States and localities.....
Other.ccreeseeescccsosossscssonsoecscs

Subtotal, National defense.....

Nondefense:
Direct Federal payments
for individuals....coeetivecoveeeas
Payments for individuals through
States and localities.......... oo
All other grants to States
and localities..ccveeeccncrssocsns
Net interest....ciceeeeeecrsonneccnnas
Other.eicveeseeerosveossnsosesanse e

Subtotal, Nondefense......coecee

Total, Revised budget..........
Additional savings to be proposed...

Target outlay ceiling........ .

(continued)
Actual Revised Budget Estimates

1980 1981 1982 1983 1984 1985 1986
2.1 2.1 2.2 2.3 2.4 2.4 2.4
* * * * * * *
21.4 22.6 24.9 28.5 30.8 33.6 35.2
23.4 24.7 27.2 30.9 33.2 36.0 37.6
40.9 42.4 42.9 44 .2 45.2 44 .4 43.7
5.9 6.0 5.6 5.7 5.6 5.4 5.2
9.9 8.4 6.8 6.2 5.7 5.2 4.9
9.1 9.8 9.8 9.4 8.8 7.7 6.9
10.9 8.6 7.7 7.6 7.1 6.5 6.4
76.6 75.3 72.8 73.2 72.6 69.2 67.1
100.0 100.0 100.0 104.1 105.7 105.2 104.7
— — —— -4.1 -5.7 -5.2 -4.7
100.0 100.0 100.0 100.0 100.0 100.0 100.0

* 0.05% or less.

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

-qCT-



Table 19.--BUDGET AUTHORITY BY FUNCTION
(in billions of dollars)

Actual Revised Budget Estimates

Function 1980 1981 1982 1983 1984 1985 1986
National defense.....cceeeeeesooncesenens 145.8 180.7 226.3 259.6 294.9 333.0 374.3
International affairs.....eeeeeecccosnss 15.5 23.7 17.9 17.7 16.3 16.1 16.1
General science, space, and technology.. 6.1 6.5 7.2 7.7 7.1 6.9 6.8
ENnergyccseeoscsesosscscscssososcsnasooosonsos 36.4 5.8 9.0 9.1 8.0 8.6 12.5
Natural resources and environment....... 13.1 10.4 7.9 10.6 10.3 9.8 9.5
Agriculture....c.ceeveecesssnccccssnassss 4.9 5.6 5.5 5.7 4.6 4.9 5.1
Commerce and housing credit....cceeeee.. 10.5 6.4 8.2 5.4 5.8 6.3 6.4
Transportation..cceeeeeteeeceenessoneens 20.2 25.5 20.5 21.2 21.3 21.4 22.4
Community and regional development...... 10.1 8.2 7.3 7.4 7.4 7.6 7.8

Education, training, employment, and

and social services......cicciiiinienan 30.6 29.4 24.6 24.8 24.8 24.7 24.8

Health...iveeeeoeoeeneoosonssnasanesoasons 59.8 71.3 83.5 90.9 99.0 109.3 122.0

Income Security..ceeeeeecesnccccncosonss 224.2 249.9 261.8 284.2 303.5 330.2 356.3
Social security (OASDI)............ (116.0)(132.4)(151.0)(168.2)(185.0)(210.6)(234.2)

Other.icieereeesooscescsecoscnacss .o (108.2)(117.5)(110.8)(116.0)(118.5)(119.6)(122.0)
Veterans benefits and services.......... 21.2 22.9 24.2 25.7 27.3 28.1 28.3
Administration of justice.........cc.... 4.4 4.4 4.2 4.1 4.1 4.1 4.0
General government......csecees. che s 4.6 5.4 5.1 5.3 5.0 5.0 4.8
General purpose fiscal assistance....... 8.7 6.2 6.5 6.8 6.9 7.0 7.1
Interest... ..ot cceosecscssnonssncos 64.5 77.2 82.5 84.7 84.9 83.4 83.7
AllOWaANCEeS ..t s eeseecersrssnnssosssnososcs —-_— —— 2.3 4.6 6.6 .7 10.8
Undistributed offsetting receipts....... -21.9 -29.3 -32.0 -34.8 -37.4 =39.7 =42.3

Total budget authorityv.......c.ee0. 658.8 710.1 772.4 840.7 900.5 975.2 1060.2
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Table 20.--BUDGET OUTLAYS BY FUNCTION

(in billions of dollars)

Actual Revised Budget Estimates
Function 1980 1981 1982 1983 1984 1985 1986
National defense........... Cee st ee e 135.9 162.1 188.8 226.0 255.6 303.9 342.7
International affairs....eevveieveeecens 10.7 11.3 11.2 11.8 12.2 12.2 12.3
General science, space, and technology.. 5.7 6.2 6.9 7.3 7.2 6.8 6.7
ENergy.cceeeeeteeeoscsssennosnssssasocsons 6.3 9.3 8.7 9.2 7.7 8.0 10.0
Natural resources and environment....... 13.8 13.7 11.9 11.0 9.7 9.2 9.1
Agriculture...cvoveeeceersosseonnonsosnnsons 4.8 1.2 4.4 3.9 4.0 4.2 4.4
Commerce and housing credit............. 7.8 3.2 3.1 3.4 3.1 2.2 2.1
Transportation...ceeeissecscosssenosossns 21.1 24.0 19.9 20.4 21.0 20.9 21.7
Community and regional development...... 10.0 10.3 8.1 7.6 7.3 7.2 7.1
Education, training, employment, and
SsOcial services...ciiierttvarsvscscasonns 30.8 30.6 25.8 24 .7 24.0 24.0 24.1
Health........... et esae s e ee e 58.2 66.7 73.4 81.6 90.3 98.7 106.7
Income security....oceiieininnesonnannas 193.1 229.7 241.4 260.2 277.1 295.7 313.3
Social security (OASDI)...soeeeeseen (117.1)(137.8)(154.8)(170.1)(184.4)(198.8)(212.9)
L0 o Y= < (76.0) (91.9) (86.6) (90.2) (92.8) (97.0)(100.4)
Veterans benefits and services.......... 21.2 22.4 23.6 24 .8 26.0 27.6 27.9
Administration of justice............... 4.6 4.7 4.4 4.1 4.0 4.0 3.9
General government......... s e s e e 4.5 5.1 5.0 4.9 4.8 4.5 4.3
General purpose fiscal assistance..... . B.6 6.8 6.4 6.8 6.7 6.8 6.9
Interest....ccvuuess . e e . . 64.5 77.2 82.5 84.7 84.9 83.4 83.7
AllOWaANCES ettt et esnsvseoesssssocssesocnns ——— -——— 1.8 4.0 6.0 8.1 10.1
Undistributed offsetting receipts....... -21.9 -29.3 -32.0 -34.8 =-37.4 -=39.7 -42.3
Total revised budget outlays....... 579.6 655.2 695.3 761.8 814.4 887.7 954.7
Additional savings to be proposed....... —— - ~=—= =29.8 -44.2 -43.7 -42.7
Target outlay ceiling........cveu0e 579.6 655.2 695.3 732.0 770.2 844.0 912.0
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Table 21.--BUDGET AUTHORITY BY AGENCY
(in billions of dollars)

Actual Revised Budget Estimates
Agency 1980 1981 1982 1983 1984 1985 1986
Legislative branch..cceeecssocsosssssssos 1.3 1.3 1.5 1.6 1.5 1.5 1.5
The Judiciary.eeeeeeococessssossenonssas 0.6 0.7 0.7 0.7 0.8 0.8 0.8
Executive Office of the President....... 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Funds appropriated to the President..... 12.5 14.0 9.8 10.2 8.6 8.2 7.8
Agriculture.. s .ceceececcssorssncecanssns 24.9 26.3 25.9 25.9 25.3 26.0 26.3
COMMErCe.eceesessnsoces cresecaresaenas oo 3.1 2.4 2.1 2.3 2.3 2.2 2.4
Defense--Military....ccceeveoveess cree e 142.6 177.1 221.8 254.5 288.9 326.2 367.2
Defense—--Civil..iioeveeronncenons cereses 3.3 3.1 3.1 3.1 3.0 2.8 2.9
Education......... certssseesenaensnn . 13.8 13.5 12.3 12.1 12.3 12.3 12.6
Energy..ceoeeeesesa ceetenn e e sa e 10.0 10.5 11.9 12.7 12.0 13.1 17.6
Health and Human Services...........cc.. 195.9 226.2 255.3 283.0 307.6 344.1 380.8
Housing and Urban Development........... 35.7 32.8 29.0 25.7 25.7 25.1 25.0
Interior........ et et seee s esnenen . 4.6 3.9 3.4 4.0 4.0 4.1 3.9
Justice........ e e e N 2.5 2.3 2.3 2.3 2.3 2.2 2.2
LabOr.coenteteeeennnnns e reseeesaaens 28.8 32.2 27.9 28.5 28.9 27 .6 27.8
State.....ceeeenn st s ettt aseeasaseaann .o 2.1 2.3 2.8 2.6 2.6 2.6 2.8
Transportation.....cceeeeeeeceecess creeen 18.2 23.4 19.2 19.8 19.9 19.9 20.8
TLEASULY .+ ¢ s o et oo sssssessssosocenssnsssas 90.6 86.2 92.9 95.0 95.0 93.3 93.5
Environmental Protection Agency......... 4.7 3.0 1.4 3.9 4.0 4.0 3.8
National Aeronautics and Space
Administration....coeeeeeceesssscnoccece 5.2 5.5 6.1 6.5 5.9 5.6 5.4
Veterans Administration.......ceceeeeee 21.2 22.9 24.2 25.7 27.3 28.0 28.2
Office of Personnel Management.......... 24.9 28.5 30.4 32.9 34.9 36.8 38.4
Other agencies.....cveevsssonsncns ceeenn 34.3 21.1 17.9 17.8 18.5 19.4 19.8
AllOWanCEeS .ceeeeeeennsses seeesenerrnonas -— - 2.3 4.6 6.6 8.7 10.8
Undistributed offsetting receipts....... -21.9 -29.3 -32.0 -34.8 =-37.4 -39.7 -42.3
Total budget authority....... chee e 658.8 710.1 772.4 840.7 900.5 975.2 1060.2
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Table 22.-—-BUDGET OUTLAYS BY AGENCY

(in billions of dollars)

Actual Revised Budget Estimates
Agency 1980 1981 1982 1983 1984 1985 1986
Legislative branch..... teeannone cesenens 1.2 1.5 1.4 1.5 1.5 1.5 1.6
The JudicCiary..eesssesecosoonsooees cenees 0.6 0.7 0.7 0.7 0.7 0.8 0.8
Executive Office of the President....... 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Funds appropriated to the President..... 7.5 6.1 6.1 6.8 7.1 7.1 6.9
Agriculture.. .o iiereeseoessssnnennsnsnon 24.6 20.7 23.7 24.0 24.2 24.8 25.0
COMMELC e e v v s ovovssssoassosnssssonasasesos 3.8 2.9 2.5 2.4 2.3 2.2 2.2
Defense--Military.....viveieeeeenesoncncs 132.8 158.6 184.8 221.1 249.8 297.3 336.0
Defense--Civil..iieeerierereennesoncnnsos 3.2 3.3 3.2 2.9 2.8 2.6 2.8
Education...oiiiiiieeeeeerecsooncnosonss 13.1 14.3 12.4 12.2 11.7 12.0 12.2
Energy..cceeeceeeccncecs ces e et e s 6.5 10.5 11.1 12.5 11.6 12.4 14.7
Health and Human Services.....ceieveeess 194.7 227.6 250.7 275.4 297.6 321.6 344.1
Housing and Urban Development........... 12.6 13.5 14.3 15.7 16.5 16.4 17.4
Interior..... e ee s et re e esseas e 4.4 4.4 3.3 3.9 3.9 3.9 3.7
JUStiCe . ittt eeeeeenenasnassnnnnasseas 2.6 2.6 2.5 2.3 2.2 2.2 2.1
17 1 o T 3 29.7 35.5 26.7 25.8 23.4 22.7 22.4
State.c.irieenctsosenssnesns T 1.9 2.2 2.4 2.4 2.4 2.6 2.7
Transportation.....ceeeeees Ceeeeceas e 19.0 22.0 18.3 19.1 19.7 19.5 20.2
Treasury....ceeoes St eseessens s ennas e 76 .7 87.7 92.6 94.7 94.8 93.0 93.2
Environmental Protection Agency......... 5.6 5.5 5.2 4.4 3.7 3.6 3.6
National Aeronautics and Space
Administration........ s e s enns . e 4.8 5.3 5.9 6.3 6.0 5.5 5.3
Veterans Administration......ceeeveseeens 21.1 22.3 23.6 24.8 26.0 27.6 27.9
Office of Personnel Management.......... 15.1 17.9 19.9 22.3 24.5 26.6 28.5
Other agencies chesssan e Ceececeensenesnan 20.0 19.4 14.1 13.4 13.4 13.6 13.7
Allowances. Ce st et e s s sessensass e . - - 1.8 4.0 6.0 8.1 10.1
Undlstrlbuted offsettlng receipts. .o -21.9 =-29.3 -32.0 =-34.8 =-37.4 -39.7 -42.3
Total revised budget outlays....... 579.6 655.2 695.3 761.8 814.4 887.7 954.7
Additional savings to be proposed..... . - —— -—~= =29.8 -44.2 -43.7 -42.7
Target outlay ceiling.....cco00se0 579.6 655.2 695.3 732.0 770.2 844.0 912.0
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Table 23.--NEW DIRECT LOAN OBLIGATIONS BY AGENCY
(in billions of dollars)

1980 1981 Estimate 1982 Estimate
Actual January Revised January Revised

On-budget agencies:
Funds appropriated to the President:

International security assistance....... 1.3 1.4 0.9 2.0 2.7
International development assistance.... 0.4 0.4 0.4 0.5 0.4
AQricCUltUre...veeeeesconsscssesscsnosnnnssoas 21.5 21.8 21.0 16.9 13.3
COMMETCE v vt vt veoossesssssssossnssansncssss 0.2 0.2 0.1 0.1 *
EAUcation.ceeeseosesveosssosonsocnssossessns 0.7 0.6 0.6 0.8 0.9
ENergy.ceeeeeaseseessensnerosessnnssssans .o * * * * *
Health and Human Services..:cceeeeessensones 0.1 0.1 0.1 0.1 0.1
Housing and Urban Development......eoeoees.s 5.0 3.5 3.4 2.0 5.0
Interior.. . ieeeeeenessrsssssssanecosssassssse * * * * *
Labor.cveeieeeesssorocannssns e e eer e - * * * *
o - * * * * *
Transportation......ceieeeerinnasccses ceenas 0.2 0.1 0.1 0.2 0.1
TreasurYeeeseesssess et eeensenssessnnes e e e - 0.1 * 0.1 *
Veterans Administration........ceeeeeeeenns 0.6 0.7 0.6 0.7 0.6

Other independent agencies:
Export-Import Bank......eeeeeossesesasas 4.4 5.9 5.1 5.0 " 4.4
National Credit Union Administration.... 0.3 2.2 2.1 3.7 3.7
Small Business Administration........... 2.0 3.6 2.8 1.4 1.2
All other independent agencies.......... 1.1 1.4 1.3 0.6 0.4
Subtotal, On-budget agencies....... 37.8 42.1 38.6 34.1 32.9

Off-budget entities:
Rural Electrification Administration....... 1.2 1.1 0.9 1.1 0.7
Federal Financing Bank............ e e . 22.2 30.9 31.5 24 .8 21.8
All other off-budget entltles ............ . 0.2 0.2 0.2 0.2 0.2
Subtotal, Off-budget entities...... 23.6 32.2 32.6 26.1 22.7
Total..eoevevnnnn ittt 61.4 74.2 71.2 60.2 55.6
Less loan assets acquired by

the Federal Financing Bank..... -12.1 -16.6 -16.2 -8.2 -6.2
Grand total.....vviensssnnnnensan . 49.3 57.6 55.0 52.0 49.4

* S50 million or less.
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Table 24 .--NEW LOAN GUARANTEE COMMITMENTS BY AGENCY
(in billions of dollars)

1980 1981 Estimate 1982 Estimate
Actual January Revised January Revised

Funds appropriated to the President:

International security assistance.......... 1.4 2.5 2.5 2.9 2.6
International development assistance....... 0.4 0.3 0.3 0.4 0.2
Agriculture 1/...c.ceetiiienirnereraonnnnnnanns 19.2 24.4 24.0 15.6 13.6
COMMET CE et v oo veevessassssoncoosssonsansosnssossses 1.3 1.7 1.2 1.9 1.1
DefenNSe. .o eeeeeroeseorescsrsesnssesnsosossonssasoa * * * * *
EAUCAtion. .o eeessossossanososcssosscnssnes 5.8 8.3 9.3 7.6 6.2
) 1= o'« 0.1 6.4 4.5 0.2 ——
Health and Human Services......coceeesceccevas 0.1 0.1 0.1 0.2 0.2
Housing and Urban Development.....cccevesenens 109.4 129.7 116.2 136.7 116.9
Interior...ceeevieeeeens S i et e e asas e s s e e e * * * 0.1 0.1
Transportation.. ..ottt nersesesenas 0.5 0.7 0.7 0.7 0.5
TrEASULY « o e s eosonssssoassssasosasssncanssssssosse . 1.1 1.1 1.0 0.8 0.8
Veterans Administration.......ceeeeeeeeeeceees 6.3 7.4 7.4 7.4 7.4
Other independent agencies:

EXport-Import BanK.....ooeeesoseossnonsasss 8.0 8.6 7.6 9.4 8.2
Small Business Administration..........c.. 4.8 5.9 4.9 5.9 4.4
Synthetic Fuels Corporation 2/.....icveueun -— 1.5 1.5 2.0 2.0
Tennessee Valley Authority..?.............. - 3.4 3.4 4.5 4.5
All other independent agencies......soeeses. 0.1 0.1 * * *

Less: Secondary guarantees of loans that
are already guaranteed......cceesevesncescons -64.4 -73.2 -66.2 -74.3 -64.7
Less: Guaranteed loans held as direct loans.. -24.4 -32.7 -33.3 -25.2 -25.4
TOLALe s oueesonsonesnesssonsncansnnsnss 69.8 96.2 3/ 85.2 96.9 3/ 78.5

1/ Includes Rural Electrification Administration off-budget activities as follows:
1980, $5.7 billion; 1981, 85.1 billion in the January estimate and $5.1 billion in the
revised estimate; and 1982, $5.1 billion in the January estimate and $5.2 billion in the
revised estimate.

2/ This is an off-budget Federal entity.

3/ The January estimates include a correction of $1.7 billion in 1981 for biomass
energy development and $3.4 billion in 1981 and $4.5 billion in 1982 for Tennessee Valley
Authority fund.

*¥ $50 million or less.

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

-T€1-



Table 25.--BUDGET FINANCING

AND OUTSTANDING DEBT

(in billions of dollars)
Actual 1981 Estimate 1982 Estimate
1980 January Revised January Revised
Budget Financing
Budget surplus or deficit (=)..ciieiiennnsoccsssnnnns -59.6 -55.2 -54.9 =-27.5 -45.0
Deficit (-), off-budget Federal entities............. -14.2 -23.2 -23.6 -18.3 -16.7
Total deficit (=)e.eeriieieneiennnnenannns ~-73.8 -78.4 -78.5 -45.8 -61.7
Means of financing other than borrowing from the
public:
Decrease or increase (-) in cash and other
monetary assetsS...eeeerertrnsertocvoroosonsssencsas 0.6 5.1 6.0 -—— -
Increase or decrease (-) in liabilities for:
Checks outstanding, etc. ..ceveeereerenccncans -0.5 0.2 1.0 - 0.9
Deposit fund balancCeS...eeeeseessossssscecasssas 2.5 0.6 0.1 0.2 0.2
Seigniorage Oon COINS...ceeeccersscrossoosvossoncossans 0.7 0.4 0.4 0.6 0.6
Total, means of financing other than
borrowing from the public.......c.ccueenn 3.3 6.4 7.5 0.8 1.7
Total requirements for borrowing from
the publicC. ..ottt inneteeenansennnsas -70.5 -72.0 -71.0 -45.0 -60.0
Change in debt held by the public.....c.ccieivinneasn . 70.5 72.0 71.0 45.0 60.0
Outstanding Debt, End of Year
Gross Federal debt:
Debt issued by Treasury...... Gt e e es et es e 907.7 986 .3 986 .4 1052.7 1070.2
Debt issued by other agencies......ceceeeeerenn e 6.6 6.1 6.2 5.0 5.2
Total gross Federal debt....coveevenerrons 914.3 992.4 992.6 1057.7 1075.4
Held by:
Government agencies..... e s e e sttt 199.2 205.3 206.5 225.6 229.3
The publicC. ...t iiiiiiitenrseeessesnassosnnanns 715.1 787.1 786.1 832.1 846.1
Debt Subject to Limit, End of Year
Debt issued DY TreasSUrY...eeeeessoesorovenonosoosasses 907.7 986.3 986.4 1052.7 1070.2
Treasury debt not subject to limit......cveeieneeaann -0.6 -0.6 ~-0.6 -0.6 -0.6
Agency debt subject to limit.....ciiievinieenneennnnn 1.7 1.6 1.6 1.5 1.5
Total debt subject to limit 1/............ 908.7 987.3 987.4 1053.6 1071.2
1/ The statutory debt limit 1is permanently established at $400 billion. Public Law 97-2

temporarily increased the statutory debt limit to $985 billion through September 30, 1981.
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Table 26.--SUMMARY OF THE FULL-TIME EQUIVALENT OF FULL-TIME
PERMANENT CIVILIAN EMPLOYMENT IN THE EXECUTIVE BRANCH 1/

{Excluding the Postal Service.

Agriculture.......oveeunnes ces e eeenns

COMMEYC e v oo vesroese s e s et e v s s ee e
Defense-military functions 2/.......
Defense-civil functionsS......ceeeees
EAucation.e.vceerveeonovsnnss st e e

Energy...... cesee e cre st s s cee e
Health and Human Services........ e
Housing and Urban Development..... oo

Interior..ceeeeeeses R,
JUSticCe. et eereonenonnss ce e

LabOr .ot vttt voeesessasessesoeneas e

Transportation........coeeeeeeeeens e
Treasury . .ceoeeeees tsees s et sesseanns
Environmental Protection Agency.......

National Aeronautics and Space
Administration...ecoeceeeess
Veterans Administration.....c.cceee.
Other:

General Services Administration..

D A

International Communication Agency.

International Development
Cooperation AgeNncCy....... e e
Nuclear Regulatory Commission....
Office of Personnel Management...
Panama Canal Commission..........
Small Business Administration....
Tennessee Valley Authority.......
Miscellaneous........ ce s e

Subtotal....ciiiiteceeesesnnnn
Contingencies 3/............. ceeeeen

Total.eeeieeoeeoennees ceesanae

Full-Time Equivalent Basis)

Actual 1981 Estimate 1982 Estimate
1980 January Revised January Revised
85,400 86,500 83,800 87,000 84,800
‘e 29,300 32,300 32,100 32,700 30,900
.o 880,000 865,000 869,600 865,000 878,700
. 27,700 27,800 27,800 27,600 25,400
‘e 6,400 6,100 6,000 6,100 5,800
19,600 19,700 19,100 20,200 17,400
. 136,400 135,700 134,900 136,100 129,800
15,600 16,000 15,700 16,300 15,200
.. 53,800 53,600 53,100 55,000 52,800
. 53,400 54,200 53,600 54,400 52,800
.. 22,100 22,300 21,800 22,600 21,000
. 21,800 22,000 22,000 22,000 21,900
68,800 68,800 68,000 69,100 65,800
‘e 109,400 110,400 107,900 113,600 108,000
10,700 11,200 10,600 11,700 10,400
v 22,600 22,300 22,000 22,300 21,600
. 193,100 195,600 194,000 195,800 188,900
.o 32,300 32,200 31,600 32,200 30,100
8,000 7,900 7,900 7,900 7,500
. 5,700 5,700 5,600 5,700 5,400
. 2,800 3,200 3,200 3,400 3,300
.. 6,400 6,200 5,900 6,200 5,700
‘e 7,700 8,300 8,300 8,400 8,300
. 4,400 4,700 4,500 4,700 4,300
. 16,500 16,600 16,200 16,600 15,500
. 42,400 43,300 42,100 44,000 41,800
.. 1,882,300 1,877,600 1,867,300 1,886,600 1,853,100
.. ——= 2,000 1,000 2,000 1,000
. 1,882,300 1,879,600 1,868,300 1,888,600 1,854,100

1/ Excludes developmental
as well as certain statutory
2/ Entries for Department
conversion to the FTE system

3/ Subject to later distribution.
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positions under the worker-trainee opportunity program (WTOP)
exemptions.
of Defense, military functions reflect a technical change in
that results in a decrease of 25,000.
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APPENDIX A

FEDERAL AID TO STATE AND LOCAL GOVERNMENTS

The Federal Government's greatest influence on States and
localities 1is through its management -- or mismanagement -- of
the overall economy. In recent vyears the relatively minimal

benefits of increased grants have been more than offset by high
unemployment, high interest rates, high inflation, and 1low
productivity in the economy. The major responsibility of the
Federal Government as a partner in federalism 1is to promote a
stable and growing economy so that States and localities can plan

and use their own resources effectively. The Administration's
economic program —~- described in more detail in the February 18
report: A Program for Economic Recovery -- provides for this

stability and growth.

In the regulatory reform area, the Administration's proposals and
actions already taken will significantly ease the burden on State
and local governments and relieve them of thousands of hours of
administrative requirements.

In addition, a substantial portion of the budget changes under
the President's economic recovery program would affect both the
form and the structure of Federal aid to State and local
governments.

The table below shows current estimates of grants to States and
localities. Budget authority for grants is estimated to be $86.2
billion in 1982, $14.8 billion below the 1981 estimate. Grant
outlays for 1982 are estimated to be $86.4 billion, $8.0 billion
below the 1981 estimate.

Table A-1.--GRANTS TO STATE AND LOCAL GOVERNMENTS
(in billions of dollars)

Estimates
1981 1982
Actual January Revised January Revised
1980 Budget Budget Budget Budget

Budget authority..... 105.0 110.6 101.1 116.9 86.2
OutlaysS.eeeeeseennnanas 91.5 95.3 94.4 99.8 86.4

The distribution of Federal grants by budget function is shown in
two tables at the end of this Appendix.
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The revised budget focuses on the usefulness of the dollars sent
to States and localities. Not so surprisingly, all Federal
dollars are not equal. Those provided through broad-based
grants, such as the social services program, are far more useful
than the small categorical grants that are highly regulated and
require excessive administrative attention.

The Administration also believes that too much authority now
rests with the Federal Government, and that more decisions on the
usefulness and funding of domestic programs should be made by
State and local governments. The Federal Government does not
know more than our partners in the federal system about State and
local needs, and should not be regulating and controlling State
and local activities.

Consistent with delegating more authority and making grant
dollars more useful, the Administration is proposing several
major grant consolidations that would return more authority to
States and localities. The block grants would also generally
eliminate requirements that recipients maintain a level of
expenditures from their own funds, or that they match the Federal
funds with their own. Burdensome planning, reporting, and
recordkeeping requirements under various categorical programs
would also be eliminated.

The Administration proposes to consolidate all or part of about
44 separate elementary and secondary education programs into two
block grant programs -- one to the States and one to local
education agencies (LEA's). These block grants will shift
control over education policy away from the Federal Government
and back to State and local authorities -— where it
constitutionally and historically belongs.

The LEA Dblock grant will include about 10 programs that are now
targeted on students judged to have special educational needs:
the economically disadvantaged, the physically or mentally
handicapped, children in school districts undergoing racial
desegregation, and illiterate adults.

The education block grant to the States combines about 34
separate programs that provide direct educational services for
handicapped, neglected, and delinquent children; improve the

staffing and services of the State educational agencies; and
support improved school services in a variety of ways including
assistance to school 1libraries, curriculum development, and

technical assistance.

In the areas of health and social services the Administration
proposes to consolidate the authorities for about 40 Federal
categorical grants into four block grants to States. Currently,
an uncoordinated array of programs provides services based on
varying criteria including age, income, health status, disease,
occupation, and residence. Most of the programs duplicate others
serving the same type of beneficiary. Each program generally has
its own separate planning process and other administrative
requirements. The four block grants will be in the areas of
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health services, preventive health services, social services, and
hardship assistance.

The Administration's proposal will enable States to plan and
coordinate their own service programs, establish their own
priorities, and exercise effective program control over resources
provided to localities and non-profit organizations. States
would thus have greater flexibility in -- as well as greater
responsibility for the results of -- providing needed services to
their populations. The overall effect would Dbe to strengthen
State governments and provide publicly-financed services more
effectively and at lower cost to those who need them.

In addition to these major block grants, the Administration
supports smaller consolidations of Indian programs, environmental
grants, employment and training programs, nutrition assistance
for Puerto Rico, and airport programs.

Because the new block grants and grant consolidations will allow
for significant savings 1in administration and result in more
efficient management, the reductions in funding need not cause a
comparable reduction in services to the public.
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Table A-2.--GRANTS TO STATE AND LOCAL GOVERNMENTS BY FUNCTION: BUDGET AUTHORITY
(in billions of dollars)

1981 1982
Actual January Revised January Revised
1980 Budget Budget Budget Budget

National defense...ccoveeeecns seereses s een e 0.1 0.1 0.1 0.1 0.1
Energyeeeessvecesces s e e s e s es s ereensresan e as 0.5 0.5 0.4 0.6 0.1
Natural resources and env1ronment............ 4.6 4.3 2.4 4.8 0.6
AgricUltUre..sceeececsoecosconsnnes seee e 0.6 0.8 0.8 0.6 0.6
Commerce and housing credit.....cieeuveeeeen . * * * * *
Transportation....ceeeee.. ceecentsteenne e e 12.1 14.9 14.3 16.4 12.7
Community and regional development.......... . 6.3 5.8 5.2 5.8 4.5
Education, training, employment, and
SOoCial ServViCeS...c.ieieeernensecessornccnsaes 21.5 21.4 19.6 25.0 15.2
Health. .o i ieeneeeesreoneeeennccssscasnnns . 16.5 19.2 18.5 20.9 19.2
INCOME SECULItY.eesteroeensnesessnnsecononans 33.6 37.3 1/ 33.4 35.6 26.7
Veterans benefits and services.......eeeee... * 0.1 0.1 0.2 0.1
Administration of justice.......c.ecteesenssens 0.4 0.1 0.1 0.2 *
General governNmMent ... c.eeeeseesaocosaososenas 0.2 0.2 0.2 0.2 0.1
General purpose fiscal assistance............ 8.5 6.1 6.1 6.7 6.3
o - . . 105.0 110.6 1/ 101.1 116.9 86.2

l/ Excludes $9.4 billion for housing programs erroneously classified as grants to
Stet:z and local governments.

* S50 million or less.
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Table A-3.--GRANTS TO STATE AND ILOCAL GOVERNMENTS BY FUNCTION: OUTLAYS
{(in billions of dollars)

1981 1982
Actual January Revised January Revised
1980 Budget Budget Budget Budget

National defense.. .. ueer e eeesctenssnenssnnns 0.1 0.1 0.1 0.1 0.1
ENeYrgye eeeeseasesssoenoosacnoas ch e e ce e 0.5 0.6 0.6 0.8 0.4
Natural resources and environment...... e 5.4 5.3 5.2 5.3 4.7
AgricultuUre...ceeeesveesononsnnns e eee e . 0.6 0.8 0.8 0.6 0.6
Commerce and housing credit.c.eeveieensen se s * * * * *
TranspOrtation..cs.escesssrosseosesosonsnsscnses 13.1 12.9 13.2 12.8 12.0
Community and regional development........... 6.5 6.2 6.2 6.4 6.0
Education, training, employment, and
SOC1al SErVICES:essevesssesonnsonesoss N 21.9 21.7 21.0 23.5 16.4
Health.. .o oo oenonss Cee ettt 15.8 18.6 18.2 20.2 18.9
INCOME SECULLILY it e eeveeeneroresonsscoocnsoass 18.5 21.8 21.7 22.9 20.5
Veterans benefits and services.......ceoeeees 0.1 0.1 0.1 0.1 0.1
Administration of justice.......ieieiiiviinnnn 0.5 0.4 0.4 0.3 0.2
General GOVEINMENt.c.oseoeesecsecesssoconoceses 0.2 0.2 0.2 0.2 0.2
General purpose fiscal assistance............ 8.5 6.7 6.8 6.7 6.3
TOtal.e et ineeneeesorsssosesssnsasasnanns 91.5 95.3 94.4 99.8 86.4

* $50 million or less.
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Funds Appropriated

to the President

International
Security
Assistance

Military
Assistance...e..

International
Military
Education and
Training.seeceses

Foreign Military
Sales Credit.....

Economic Support
FUNG..veeensnanes

Subtotal‘ L BB B I

Department of
Agriculture

Agricultural
Research
and Extension...

Commodity Credit
Corporation:
Polish debt
rescheduling....

Subtotal..cees
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1981

88

88

SUMMARY OF PROGRAMMATIC INCREASES TO THE JANUARY BUDGET
(in millions of dollars)

APPENDIX B

BA

1982 1983 1984
BA o BA 2} BA o

105 40 100 65 100 95
12 6 12 1" 12 "
632 309 632 551 632 713
150 52 150 150 150 150
899 407 894 777 894 969
20 20 20 20 20 20
20 20 20 20 20 20

1985

100 100
12 12
632 713
150 150
894 975
20 20
20 20

1986

12

100

12

20

20

e

100

20

20



Department of
Energy

Clinch River
Breeder
Reactorl ® & 000000

Strateqgic
Petroleum
Reserve.ll...'.'

Defense
activitiesS......

Three mile island
activities......

Commercial waste.
Subtotaleceiecee.

Department of
the Interior

Payment in Lieu
of Taxes..l‘t...

Mineral Leasing
Acceleration....

Park Restoration
and Improve-
11T o oA

Office of Water
POliCYeceevassns

Subtotal......
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1981 1982 1983
BA 9 BA 0 BA ¢
50 50 269 222 271 277
1,305 1,334 248 269 -114 10
— 15 296 148 391 366
—_ - 27 27 @ — -
i — 42 42 42 42
1,355 1,399 882 708 590 695
— - 45 45 45 a5
- - =7 -7 138 138
- — 105 60 105 114
- = 3 2 2 2
—  — 146 100 290 299

1984

|

304

-126

473

42
693

45

86

105

N

238

io

306

-42

398

42
704

45

86

114

N

247

1985 1986

BA o BA [¢)
332 239 387 389
-194 -114 -662 -279
488 391 445 288
42 42 42 42
668 558 212 440
45 45 45 45
110 110 106 106
105 111 105 108
2 _2 _2 _2
262 268 258 261
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1981 1982 1983 1984 1985 1986

|
lo
|
lo
|2
lo
|
lo
|E
o
|
lo

Department of
Commerce

Tourism

PrograM..eesssss —_ _— 4 4 4 4 4 4 4 4 4 4
Secretary's

Special Initi-

atives Fund..... — -_— 1 1 1 1 1 1 1 1 1 1

SUthtal--.-... _— - 5 5 5 5 5 5 5 5 5 5

Department of
Defense-Military

Military pay..... 420 420 1,87 1,857 1,988 1,988 1,924 1,924 1,658 1,658 1,287 1,287

Other programs... 7,731 3,518 28,644 7,620 37,007 19,743 47,100 25,271 58,552 48,041 71,650 60,703

Subtotal....... 8,151 3,938 30,501 9,477 38,995 21,731 49,024 27,195 60,210 49,699 72,937 61,990

Corps of Engi-
neers-Civil

-¢vi-

Emergency
supplemental
for Mt. St.
Helens and
Hurricane

Allen........... 64 64 —_— _— ——— —— ———— —— —e——— —— —— ————

Department of
Education

School Assist-

ance in

Federally

affected

AreaS.eesesssnes 82 73 7 1 — —_ —_— —_— _— _— —_— . —
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Board for Inter-
national Broad-

casting

Increased grants
to Radio Free

Europe/Radio
Liberty, Inc....

TOtal.........

Memorandum

Department of
Defense.veeescess

Other.ieeseoeenss
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1982 1983 1984 1985 1986
BA [¢) BA [¢] BA [¢) BA [¢] BA [¢] Ba o
1 4 4 4 4 4 4 4 4 4 4
5,563 32,464 10,721 40,798 23,531 50,878 29,144 62,063 51,529 74,330 63,695
3,938 30,501 9,477 38,995 21,731 49,024 27,195 60,210 49,699 72,937 61,990
1,625 1,963 1,244 1,803 1,800 1,854 1,949 1,853 1,830 1,393 1,705
1
=
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APPENDIX C

SUMMARY TABLE OF PROGRAMMATIC DECREASES TO THE JANUARY BUDGET
FY 1981 - 1986
(in millions of dollars)

Budget Authority and Outlay Savings

1981

1983

1984

1985

1986

BA

BA

BA

BA

BA

Executive Office of the President

Staffing levelS.ceeces

6

Funds Appropriated to the President

Appalachian Regional
« Development programs.
International develop-
ment assistance
(including Peace
Corps and Inter-
American Foundation).
International com-
modity agreement8ee.e.
Special Defense
Acquisition Fund*....
Adainistrative reduc-
tions not included
abOVe . escascovccccess

110

125

1,511

119

100

147

20

321

129

77

383

-15

254

134

2,070

99

713

11

144

2,433

102

1,095

13

157

12

162

Subtotal.cessnccscs

Department of Agriculture

P.L. 480 Food aid.....
Conservation cost-
8haringeeecccsccceccse
Commodity Credit
Corporation
-Storage Facility
loans*.scceccccsonse
-CCC loan interest
_FAteBicevcsccsssssscs
~Grain Reserve
interest waivers¥*...
-Target prices®*......
Rural Electrication
Administrationecesess
Farmers Home Admin....
-Direct Loan Programs
(Direct loan
obligations).eeeces
~Grant and Homeowner-
ship Assistance.....
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658

76

22

76

100

56

(2,354)

111

595

100

16

100

45

167

10

105

10

83

110

56

30
(2,354)

112

699

110

30

14

266

56

105

(2,354)

112

266

39

120

54

200
58

255

i
|

15

358

56

179
(2,354)

114

358

47

130

59

225
108

369

56

255
(2,354)

144

369

55
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SUMMARY TABLE {(con't)
(in millions of dollars)

~Alcohol Fuels/
Biomass Loans 1/
(non-add).eececccess
Soil Conservation
Service.ccecsccnccncs
Food Program
Administration.cecess
Food Stamps* 2/.eecees
Special Milk*,...c.0e.
Child Nutrition* 2/...
Special supplemental
Food Program* (WIC)2/
Increased user charges
for grain inspection.*
Forest Service.eececsss
Employment freezes
travel, equipment,
consultant and other
administrative
reduction8eeseesscsse

Subtotal.cececevcene

Department of Commerce
Economic Development
Administration.cece..
Regional Development
Programs.ceccesccccess
National Oceanic and
Atmospheric Admin....
(Regulatory reduction)
National Telecom-
munications and
Informatfon Admin....
Maritime Admin..cecaes
Administrative/program
reductions not
included above..sees.

Subtotal.ccccevcose

Department of Defense-Military

Civilian pay and
withdrawal of retired
pay legislation®*.....

Program reductions....

Adwministrative
reductions not
included above..eceses

Subtotalesuesevanns

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

1981 1982 1983 1984 1985 1986
BA 0 BA 0 BA 0 BA [¢] BA 0 BA 0
(505)  (46) -— (94) -— — —-— — -— -—- — —
_— — 10 5 16 13 17 16 19 18 16 18
4 4 5 5 5 5 5 5 5 5 5 5
150 148 2,328 2,306 2,179 2,167 2,810 2,795 3,175 3,157 3,391 3,373
— -— 95 90 98 92 102 9 108 101 113 107
35 — 1,336 1,243 1,475 1,394 1,637 1,547 1,760 1,663 1,898 1,793
— — 343 287 344 270 344 270 344 270 344 270
-— -— 25 25 25 25 25 25 25 25 25 25
— — 60 50 60 60 60 60 60 60 60 60
61 67 66 66 66 66 66 66 66 66 66 66
347 %40 4,535 4,628 4,576 4,764 5,605 5,887 6.269 6,641 6,742 7,153
345 11 624 374 694 532 759 621 823 754 889 844
21 8 — 7 — 4 — 1 — 1 — -
60 16 236 208 303 292 334 339 334 338 302 300
(@9 (L) (1) 1) (@) (@D (1) (1 (1) (1) 1) 1)
22 2 22 10 23 14 23 23 23 23 23 23
— 21 107 40 29 53 55 44 86 54 124 59
18 18 12 25 24 27 37 38 49 49 59 59
466 76 1,001 666 1,073 922 1,208 1,066 1,315 1,219 1,397 1,785
—— — 131 156 1,214 1,214 1,653 1,653 2,010 2,010 2,384 2,384
319 60 1,735 792 1,646 1,336 2,498 2,018 3,209 2,749 3,939 3,379
220 220 120 120 120 120 120 120 120 120 120 120
539 280 1,986 1,066 2,980 2,670 4,271 3,791 5.339 4.879 6,443 5,883
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SUMMARY TABLE (con't)
(in millions of dollars)

1981 1982 1983 198 4 1985 1986
BA 0 BA 0 BA 0 BA 0 BA Q BA 0
Department of Defense~Civil
Corps of Engineers.... —-— -—— 230 230 1,017 782 1,284 1,039 1,488 1,283 1,380 1,290
Cemeterial Expenses,
Amy.....-..-...u... Lo *k 2 2 1 *k 1 1 1 1 1 1
Department of Education
Local education block
BraNtSesesesscscosncsns === -~- =3,647 -255 -3,829 -2,815 -4,021 -3,589 -4,222 -3,927 -4,433 <4,163
Title I basic local
concentration,
Bigranteesceccsssess B8lé4 57 3,562 824 3,858 3,241 4,139 3,519 4,404 3,787 4,686 4,030
Education for the
handicapped.ccessess 237 5 1,060 238 1,161 715 1,247 1,182 1,326 1,266 1,410 1,349
Adult education.ee.s. 30 14 122 28 132 126 142 134 150 143 160 153
Emergency school aid. 53 5 224 55 242 174 260 228 277 254 294 272
Basic skille improve-
MeNtossscosensnossns 9 9 18 14 20 15 21 17 23 18 24 19
Subtotal, savings.. 1,143 90 1,339 904 1,584 1,456 1,788 1,491 1,958 1,541 2,141 1,660
State education block
BTantBecsscccrvsccane —— - =715 ~-50 ~750 ~551 -788 -703 -827 -769 -869 -816
Title 1 Handicapped,
neglected and
delinquentecsseeses 66 5 268 66 290 241 31 262 331 285 352 306
Special programs
and populations.... 11 2 120 31 130 126 139 131 148 139 156 147
Education for the
handicapped.cecsces 31 -— 117 12 122 107 131 122 138 131 148 137
Emergency school
Bldecescesconncsces 25 2 81 22 88 64 94 83 100 93 107 100
School {mprovement.. 78 6 123 89 134 107 143 116 156 124 166 132
School libraries.... 43 8 171 47 186 152 202 198 216 214 230 228
Otheresessccscoscsss 1 L] 23 1 23 24 24 24 24 24 24 24
Subtotal, savings.. 255 23 188 218 223 270 256 233 286 241 314 258
Rehabilitation
services and handi-
capped, research 3/.. 23 4 (1,011) (842) (1,102) (1,031) (1,192) (1,174) (1,279) (1,262) (1,361) (1,344)
Student financial
assistancescccsececes 150 50 296 205 323 224 350 242 376 260 400 277
Student loan insur-
ance (savings)eeeeses 25 24 25 25 27 27 30 30 32 32 34 34
Vocational and adult
educationscsecesesocss 195 59 156 174 164 188 172 164 174 234 185 302
National Institute of
Education.csveccccsss b) 3 23 22 22 20 23 20 25 21 27 22
Institute of Museum
Service8.escccesconas 12 —_— 17 8 18 16 20 17 21 19 22 20
Indian Education.eeess k& ki 21 7 22 17 24 18 26 22 20 24
Higher and continuing
educationesssccccecns 8 3 49 15 46 43 50 47 53 50 57 54

~9%T-
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SUMMARY TABLE (con't)
(in millions of dollars)

-LVI-

1981 1982 1983 198 4 1985 1986
BA 0 BA 0 BA [+] BA [¢] BA [} BA 0

College housing loans 15 18 13 4 12 30 12 75 12 86 12 85
Fund for improvement

of postsecondary

educationseccecescssne 3 2 7 4 8 8 5 9 5 9 6
Libraries and learn-

ing technologies..... - _— 31 3 33 10 40 33 4 43 50 52
Office of Civil

RightB.ssesccscesssne 1 1 2 1 2 2 2 2 2 2 2
Youth education and

trainingeceeccesccess - -— 900 50 900 900 900 900 900 900 900 900
Bilingual and minority

language education... 54 5 65 3 70 64 75 69 80 72 85 76
Other program

reductions,ccesssoses 4 -— 13 3 14 10 16 13 17 15 18 18
Administrative

reductions (not

included above).seese 3 1 11 10 11 11 13 11 13 13 13 13

Subtotal.vecsesesss 1,896 283 3,156 1,656 3,479 3,292 3,779 3,370 4,032 3,556 4,289 3,803
Department of Energy

Uranium enrichment.... 843 -—- 405 393 -69 15 9 51 75 46 -1 35
Synthetic FuelsS..ccoase 547 263 772 789 1,060 840 356 730 128 214 5 241
Fossil Energyscecceces 50 121 360 321 498 404 661 503 614 595 517 519
Solar Energyececsscess 99 79 390 380 457 443 403 437 362 362 309 309
Other Energy Supply... 147 69 223 196 211 215 209 206 197 198 194 204
Energy Conservation... 207 42 677 442 631 645 461 623 408 467 407 407
Regional Storage.c.... — ——- 15 10 —_— - — -—— — ——- -—
Energy Information.... 14 12 47 49 61 61 67 67 73 73 78 78
Energy Regulation..... 111 68 159 179 143 145 136 138 133 129 123 123
Alcohol Fuels

Subsidy 1/ (non-add). (741) (103) (---) (28) - () (---) (-=2) --=) (-} (---)  (--2)
General Science..csoee -— _— 40 24 44 42 60 60 76 72 83 83
Department Admin...... 20 2 129 107 118 85 127 122 139 134 142 145
Adwministrative

reductions not

included above...soss 269 -239 -59 390 222 208 197 353 456 415 663 1,321
Naval Petroleum

Reserve Receipts..... 245 245 264 264 182 182 137 137 113 113 80 80
Energy ScienceBeecsscs 2 1 54 54 60 60 64 64 68 68 71 71
Magnetic Fusioneseeese 11 8 46 84 86 65 155 105 216 136 253 168

Subtotal...ccceeees 2,565 671 3,522 3,682 3,704 3,415 3,042 3,596 3,058 3,022 2,924 3,784
Department of Health and Human Services

Health and Social

Services grant

consolidation* 4/.... - -— 2,315 1,836 2,619 3,129 2,847 3,330 3,031 3,316 3,112 3,397
National Health Service

Corps Scholarships.,. 23 6 56 38 87 100 121 110 158 130 198 150
Health Professions

EducationNesscscecoaee 41 8 44 20 44 50 44 50 44 50 44 48

Digitized for FRASER
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Digitized for FRASER

SUMMARY TABLE (con't)

(in millions of dollars)

Merchant Seamen
(PHS)* 5/cececcrccnas
PHS Commissioned Corps
Physician Bonuses*,...
Centers for Disease
Control (excluding
grant consolidation).
National Institutes of
Health 6/ccecceccnnes
National Research
Service Awards*
(ADAMHA) 6/4cevescese
Regulation of Health
Care Industry
~Health Planning.....
-PSRO'8¥,c0eececnceses
(PSRO obligations)..
Health Maintenance
Organizations*,......
Indian health programs
Alcohol, Drug Abuse
and Mental Health
programs (excluding
grant consolidation).
Office of the
Assistant Secretary
for Health (excluding
grant consolidation).
Food and Drug
Administration.cecee..
Medicaid®.ceceescccces
Health Care Financing
Administration program
management®,.ceococee
Medicare payments
tining®.ceccevccccane
Medicare reimbursements
changes®.ccecccacsene
Supplemental Security
Income* ceecencncesnes
Aid to Families with
Dependent Children
and Child Support
Enforcement®,ccceeaes
Refugee Assistance....
Cuban/Haitians
education assistance.
Immigrants Welfare
Eligibility*...ccee..
Social Security 7/....
-Minimum benefits*...
-Disability insurance*
—Student benefits*...

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

1981 1982 1983 1984 1985 1986
BA [+] BA 0 BA 0 BA 0 BA 0 BA 0
39 39 82 82 150 150 160 160 160 160 160 160
- -—- 3 3 3 3 3 3 3 3 3 3
29 10 76 62 76 66 76 70 76 76 76 76
81 36 86 73 91 83 97 92 102 98 107 103
A 1 5 4 - 4 -— — —- — -— —
24 9 89 . 45 145 107 145 120 145 145 145 145
6 38 13 102 15 106 22 171 22 171 22 171
(38) (104) (107) (174) (174) (174)
28 10 40 22 48 32 48 42 48 48 48 48
33 3 137 53 166 68 196 165 228 196 262 229
77 21 48 65 167 116 187 148 208 142 230 164
5 3 13 5 23 10 23 20 23 23 23 23
— -— 32 19 17 17 17 18 17 18 17 20
589 339 1,185 944 2,608 2,365 3,969 3,682 5,164 4,898 6,535 6,206
2 3 16 16 16 16 16 16 16 16 16 16
-—  -518 -— 522 -—- -—- -—- -— -— -— -— -—
— 20 -—- 105 -—- 130 -—- 155 -—- 180 _— 205
-— — 110 110 110 110 110 110 110 110 110 110
-— —- 636 636 802 802 884 884 975 975 1,003 1,003
50 31 69 54 57 53 24 39 14 22 14 15
— -— 15 -— -— 15 - — - -— — —-
-—- - 15 15 15 15 15 15 15 15 15 15
- 50 --—- 1,000 --- 1,100 — 1,100 -—- 1,100 - 1,100
-— 60 -— 370 -— 925 —-— 1,430 -—- 1,975 -~ 2,470
--- 35 --- 1,000 -—- 1,625 -— 2,000 -—- 2,125 - 2,250

-8v1-



=0ASDI Lump Sum Death
Payment¥.ceeeccscons
Administration on
Aging.ccecvcveccscnne
Administration for
Native AmericanB.....
Administrative reduc-
tions not included
abovesiescaasnnsncses

Subtotal.ceecccecsss

SUMMARY TABLE (con't)
(in millions of dollars)

Department of Housing and Urban Development

Digitized for FRASER
http://fraser.stlouisfed.org/

Subsidized Housing:
~program level.ceeese
~rent contribution...
-rental assistance

paymentB.sceccesceces
~Indian housing......
-eliminate outyear

inflatioN.eeccsccees

Payments for the
operation of low
income housing
projects (public
housing operating
subsidies)cecoensnses

Public Housing
ModernizatioN.ececesss

FHA-Credit Limita-
tionsecencncccscesne
Cash sBaleS.ssesese
Rent contributions

GNMA Mortgage-Backed
SecuritieS.cacecscesns

GNMA Special Assist-
ance FunctionS.eeeess

GNMA Mortgage Assist-
ance GrantS.ecececcecss

Solar Energy and
Conservation Bank....

Community Development
Support Assistance...

Planning Assistance...

Rehabilitation Loan
Fundicecnceencnscoces

Neighborhood Self-Help
Development ceeesseace

Research and
Technology.eeeecevene

Administrative reduc-
tions not included
abOVe . esconoenenscrnes

Federal Reserve Bank of St. Louis

1981 1982 1983 1984 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0

-— — — 150 -— 175 —— 200 —- 200 - 200
-— -— 55 52 72 70 92 90 113 1t 135 132
-— — 6 3 6 3 6 3 6 3 6 3
17 17 42 18 45 41 48 44 51 47 53 50
1,046 221 75,188 7,424 7,382 11,486 9,150 14,267 10,729 16,353 12,334 18,512
4,632 3 8,688 19 9,421 76 10,143 215 10,838 483 11,510 825
-— -— 60 119 132 304 213 530 302 792 402 1,088
-— -— 149 5 163 10 180 15 198 21 217 28
161 -— 703 — 744 — 784 3 824 19 865 45
-— — -— -— 2,235 2 3,755 16 5,233 62 6,620 143
100 43 — 57 258 142 305 285 175 234 239 211
300 500 800 7 800 27 800 60 800 100
(4,845)8/ 5 (9,000)8/ -15 -— -36 -— -63 —-  -100 — =149
— 8 — 20 -— 18 —- 16 -— 15 -— 14
— _— —- 2 — 3 — 3 — 4 —— 6
(8,000)8/ -1 (8,000)8/ -2 N/A -3 N/A -5 N/A -6 N/A -7
196 -3 -2,627 4 0  -258 0 -201 360 400 514 654
— — 490 -— 490 — 490 490 490 490 490 490
121 47 125 134 125 125 125 125 125 125 125 125
— -— 469 -5 339 -16 359 118 257 369 92 317
35 3 35 24 35 35 35 35 35 35 35 35
111 39 134 199 138 214 142 215 144 217 146 218
8 4 9 6 9 9 9 9 9 9 9 9
-— 2 15 5 17 is 17 17 17 17 17 17
4 4 18 18 18 18 18 18 18 18 18 18

67T~



SUMMARY TABLE (con't)
(in millions of dollars)

1981 1982 1983 198 4 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0

Housing Counseling
Asgistance..cescecsce 6 3 6 5 6 6 6 6 6 6 6 6

Subtotaleesescscsons 5,674 157 8,775 595 14,930 671 17,381 1,874 719,831 3,270 122,105 ~&,193

Department of the Interior
Water and Power

Resources Service..... - — 64 60 43 41 204 202 201 201 111 111
Office of Water Research

and TechnologYeeseosss 35 7 32 26 37 43 38 40 41 40 42 40
Fish and Wildlife

Service.ssescesescccse 6 3 60 53 60 60 60 60 60 60 60 60

Improved targeting of
conservation expend-

{tureBecevecessnncacss 309 98 577 270 512 239 454 428 468 496 624 564
Surface mining.eecscesss = -— 64 21 57 25 76 45 97 41 118 66
Youth Conservation

COTPBoccscesscnsssnnss 38 33 60 60 60 60 60 60 60 60 60 60
Indiavn Affairgeeeceeese —— - 56 49 56 49 56 49 56 49 56 49
Territorial Affairs.... ——- —— 46 46 22 4 28 27 28 28 28 28
Bureau of Land

Management.ccceccsacoss 1 1 48 48 48 48 ) 48 48 48 48 48
Geological Survey..eess ——- -— 34 34 34 34 34 34 34 34 34 34
Other program reductions -—-- ~-—- 7 7 8 8 8 8 8 8 8 8
On-shore mineral

leasing.cceccsosscncas 200 200 80 80 150 150 135 135 145 145
Other offsetting

receipt8eicececsccnces === -— 154 154 90 90 163 163 150 150 162 162
Administrative

reductions not

included above.s..sses 30 30 37 37 56 57 76 80 95 99 115 119

Subtotal.ceescassees 419 172 1,439 1,065 1,163 838 1,455 1,394 1,481 1,449 1,611 1,494

Department of Justice

Legal Division®*..eeeeae === 1 6 6 8 8 13 13 19 19 24 24

FBleeseossoscosonannses 6 L 4 4 6 6 17 17 28 28 39 39

Drug Enforcement Admin, 9 8 8 8 10 10 18 18 28 27 37 36

Federal Prison System.. 5 9 8 7 6 6 10 10 15 15 19 19

Juvenile Justice and

Deliquency

Prevention 9/cciiiiees === -—- 138 19 133 98 146 187 156 186 167 198

Administrative reduc-

tions not included

F:1. . 37 PN 25 17 67 77 57 57 87 87 138 137 150 149
Subtotalesececossosnse 45 35 231 121 220 185 291 332 384 412 436 465

Digitized for FRASER
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SUMMARY TABLE {(con't)
(in millions of dollars)

Department of Labor
CETA:

Eliminate Public
Service Employment
ProgramBesescssccces

Withdraw Youth
Legislationesseecses

Consolidate youth
programs into
general employment
and training
grantSececsessesses

Reduce Job Corps
capital improve-
mentBesssssessnssne

Reduce CETA National
Programsesccsccesss

Eliminate Welfare
Reform DemoSceeceecs

Eliminate Positive
Ad justment Initia-
tivesseosevssescane

All Other CETA
ReductionBesseccess

Reduce WIN to current
8erviceseessssccesces
Trade Adjustment
Legislation®,ececscse
Unemployment Benefits
to Ex-Servicemen.....
Unemployment Insurance:*

Eliminate National
EB Trigger/State
Rate Changessscvees

Enforce EB work test
strictlyececacecees

Strengthen regular
WOrk teBleccecnssss

Extended benefits 20-
week work basessecse

Reduction in State
UI administrative
expenses
-increase produc-

tivityeoesoseccsee
-related to UTF
legislatioNeseseses
Reform Federal
Employees Injury
Compensation®.ssesene
Reduce Employment
Service state
pPersonnel.secececcsca

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

1981 1982 1983 1984 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0

149 535 4,558 3,545 4,222 4,073 4,561 4,408 4,931 4,762 5,341 5,143
-— -— 250 80 250 232 250 250 250 250 250 250
- -—- 856 670 1,074 892 1,263 1,094 1,452 1,290 1,640 1,487
-— - 15 15 48 48 48 48 48 48 48 48
- -— 108 100 110 110 110 110 110 110 110 110
- 38 216 155 -—- 61 - - -—- - -— -—
- - 50 31 — 19 -—- -— -— -— -— —
-— 1 16 12 15 15 16 16 16 16 16 16
--- - 20 20 20 20 20 20 20 20 20 20
- -—— 1,150 1,150 760 760 380 380 380 380 380 380

60 60 225 225 237 237 245 245 247 247 248 248
400 505 -— - 200 92 -— 72 100 270 200 284
-— 18 -— 13 - 5 -— 4 -— 4 -— 3
-— - -— -— - 285 - 285 - 272 -— 264
- — — -— -— 11 -— 10 -— 4 - 2
- - - 46 -— 43 -— 43 -— 42 -— 42
-—- 10 -— 68 - 39 -— 22 -— 22 -- 20
-— - 50 50 54 54 59 59 63 63 69 69
- - 4 150 4 150 4 150 4 150 4 150

=161~



SUMMARY TABLE (con't)
(in millions of dollars)

1981 1982 1983 1984 1985 1986
BA [+} BA 0 BA 0 BA ) BA 0 BA 0
Other policy changes
in salaries and
eXPeNSeBsscecsssossce 1 1 13 13 4 4 4 4 4 4 4 4
Travel reductions
(not included above), 4 4 9 9 -— - -— - - - — -—
Consulting services
(not included above). 3 2 7 7 — - —-— —-— — —— — ——
Procurement reductions
(not included above). 2 2 2 2 — —— — —— -—— —— — -——
Personnel compensation
{not included above). 15 16 42 45 105 104 133 135 162 167 190 197
Subtotal.eccecccsces 634 1,192 7,591 6,406 7,103 7,254 7,093 7,355 7,787 8,121 8,520 8,737
Department of State
Assessed contributions
to international
organizationsseeseccss -—— — 160 160 138 137 187 182 200 34 -— -———
Refugee assistance..... 22 18 42 38 19 24 14 15 15 15 15 15
Asia Foundationesseceee === —— 4 L} 5 5 5 5 5 5 6 6
Foreign buildings and
narcotics assistance.. 3 2 17 8 15 17 3 9 3 3 3 3
Administrative reduc-
tions, including
employment, travel,
@LCuspevecsssssscsnnne 3 3 15 14 17 17 17 17 17 17 19 19
Subtotalececcsccoces 28 23 238 224 194 200 226 228 240 14 43 43
Department of Transportation
Alrport Construction*.., 272 49 300 50 350 215 400 381 450 458 525 363
Other FAA reductions... ~——- 6 99 67 40 66 40 25 40 32 46 42
FAA regulatory
reduction®.iceccccses — m— (2) (2) (2) (2) (2) (2) (2) (2) (2) (2)
Federal Highway
Construction®
-Non—-Interstate
HighwayBesooscscoeces === —— 1,900 388 2,100 1,344 2,100 1,732 2,100 1,837 1,800 1,945
-Interstate Transfers. — —— 100 16 200 154 165 187 285 158 405 185
-Other, Federal
Highway Admineceecse —-— 7 7 17 7 22 7 22 7 15 7 6
Highway Safety Grants®, —-- —— 167 47 125 112 138 138 162 150 178 163
NHTSA regulatory
reductionescecessess  (*%) (%) (1) (1) 1) (1) (1) (1) 1) 1) (1) (1)
Cooperative Automotive
Research program..cse. 12 6 17 12 34 17 50 25 50 35 50 45
Railroad Restructuring
Assistancecicccscecscee - —— 40 5 54 30 68 55 81 70 204 90

Digitized for FRASER
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SUMMARY TABLE (con't)
(in millions of dollars)

1981 1982 1983 1984 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0
Low Volume Railroad
Branch LineSeescesscee 80 8 80 32 87 57 94 75 101 98 108 106
Federal Railroad
Admin, regulatory
reduction.ecveeseese  (®%) (n%) (1) (1) (1) 1) (1) (1) (1) (1) (1) (1
Northeast Corridor
Improvement Program*,, =~—— 25 288 155 -13 114 20 1 15 15 —-— —
AMTRAK subsidieBecesess 25 25 380 304 550 497 700 689 900 858 987 1,037
Urban Mass Transportation-—
Capital Grants*...... 250 54 1,340 420 1,635 805 1,795 1,153 1,845 1,535 1,860 1,649
Operating Subsidies*, --- —— —— — 370 208 740 512 1,105 899 1,105 1,088
Other UMTA programs.. 25 3 35 5 45 26 55 46 60 41 70 55
Administrative
reductions not
included abovesssesese 25 27 124 105 144 134 158 155 173 167 184 185
Boat and Yacht Fees
(increases to
proprietary receipts) --- —-— 100 100 200 200 300 300 400 400 500 500
Subtotaliseecesscses 689 210 4,977 1,723 5,928 4,001 6,830 5,496 7.77% 6,768 8,029 7,459
Department of the Treasury
Biomass Energy
Developmentessescssee 1,246 148 -— 122 -— -— — -— —_— -— —— —
Payment in excess of
business tax
liabilitieBecosscesse 227 227 3,493 3,493 4,704 4,704 5,390 5,390 6,030 6,030 6,657 6,657
Payment to non-profit
institutions related
to the 8% social
security tax credit.. -— -— 237 237 349 349 389 389 446 446 500 500
Payments to State and
local governments
related to the 8%
social security tax
creditececesccocencse -—— -— 495 495 812 812 897 897 1,020 1,020 1,146 1,146
Payments where credit
exceeds liability.... -— —_— — —_— 572 572 526 526 484 484 446 446
Internal Revenue
Service
=Personnel.cecesesses 23 39 84 94 148 163 240 288 329 373 414 457
Administrative
reductions not
included aboveesseses 25 26 79 78 134 141 200 205 261 265 318 322
Subtotaleseescscnae 1.521 zzo z'sss 5,315 3,’15 5,,;1 ,.gzi 7,3;5 5.5’6 §,si§ §|z§i 5,523

Digitized for FRASER
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SUMMARY TABLE (con't)
(in millions of dollars)

1981 1982 1983 1984 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0

Environmerital Protection Agency
Wastewater Treatment

GrantSececesvecsscscss 1,700 20 3,700 290 1,600 1,450 2,000 2,270 2,300 2,270 2,600 2,275
Superfund.cecsccccccoce 10 5 50 © 30 49 50 28 38 -42 -7 -277 -69
Other Programmatic

ReudctionBescecacocses == —— 181 102 210 157 236 195 262 230 285 251

(Reductions related to
Regulatory Programs).., (21) (21) (150) (90) (194) (142) (228) (184) (263) (230) (294) (259)

Administrative

reductions not
included abovesseecsss 21 21 4 4 9 9 17 17 26 26 34 34
Subtotalesevesesesss 1,731 46 3,935 426 1,868 1,666 2,281 2,520 2,546 2,519 2,642 2,491

National Aeronautics and Space Administration

Program reductiongsesse 5 2 580 447 765 686 913 795 645 804 419 664

Administrative
reductionBecescccscove 10 10 24 22 20 20 20 20 20 20 20 20
Subtotalecsesscscosse 15 12 604 469 785 706 933 815 665 824 439 684

Veterans Administration
Interest rates on

insurance loans.cececee === 91 -— 96 -_— 65 -— 41 —-— 13 — ——
GI bill extensioneeseces === -— 63 63 67 67 16 16 14 14 13 13
GI bill flight and

correspondence®.cseees 14 14 -— — — —_— ——— — — — —— —

Consolidation of
Benefit Processing

FunctionBeeeccesceseees === ~— 36 36 73 73 74 74 75 75 78 78
Major construction

projectBececcecccscesse 154 28 71 91 -52 74 -11 55 -— 3 — -36
Minor comstruction

projectBaccccccecssces ~== -— 32 8 34 25 36 36 39 39 40 40
Physician and Dentist

Bonuse8¥..esesonvseses 10 10 40 40 40 40 40 40 40 40 40 40

Personnel adjustments

excluding regional

officesesccevcescsces 41 41 146 146 253 253 329 329 408 408 501 501
Administrative reduc-

tions not included

abOVeesssesaccssssnsns 40 34 208 211 373 376 573 573 759 768 939 939

Subtotalesecesresee 259 218 596 691 788 973 1,057 1,164 1,335 1,360 1,611 1,575

Other Independent Agencies
ACTION.casevosscsncscce 9 3 40 36 56 55 73 69 80 76 86 82
Administrative Confer-
ence of the United
StateBesesccsssscesces === - — -— “ a pos P “h L] 1 1
Architectural and
Transportation Barriers
Compliance Boardeeeees ~—= — 2 2 3 2 3 3 3 3 3 3

Digitized for FRASER
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SUMMARY TABLE (con't)
(in willions of dollars)

-GGT-

1981 1982 1983 198 4 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 4] BA 0
Arms Control and
Disarmament Agency.... 2 1 3 2 3 3 3 3 3 3 4 4
Civil Aeronautics
Board
Airline subsidy*,.... =~ -— 56 51 64 64 54 54 34 34 2 2
Administrative
reductionscesesseses 1 1 1 1 2 2 2 2 2 2 3 3
CAB regulatory
reduction,cececssses 1) (1) (1) (1) (2) (2) (2) (2) 2) (2) (3) (3)
Commission of Fine Arts —— —— L 1] AR 133 133 " *& *W (1] [ 3] 2 ]
Commission on Civil
RightBesesessconsscses Lk % 1 1 1 1 2 1 2 2 3 3
Coumittee for Purchase
from the Blind and
Other Severely
Handicapped.eececsoses *% T 13 *% 13 "k hk *k wh ok ok Rk
Commodity Futures
Trading Commission.... =--- - 1 1 2 2 2 2 2 2 3 3
Community Services
Administration 3/..... --- -— (542) (299) (542) (542) (542) (542) (542) (542) (542) (542)
Consumer Product Safety
CommisBioneeccessanses 2 2 12 14 12 12 12 12 12 12 12 12
Corporation for Public
Broadcastinge.cceeseses —= -— 43 43 52 52 73 73 98 98 110 110
Federal loans to the
District of Columbia,. --- -— 39 74 84 99 -14 141 -71 84 -85 70
Equal Employment
Opportunity Commission 4 4 20 20 32 32 44 44 52 52 59 59
Export-Import Bank of
the United States..... 748 70 571 236 891 523 1,266 782 1,690 1,026 2,117 1,248
Federal Communications
CommiagionN,esesesaseses 1 1 5 5 15 11 22 18 30 27 39 35
Federal Election
Commisgion.ccescenesee [ 1] % 1 1 1 1 1 1 1 1 i 1
Federal Emergency
Management Agency
~Disaster relief...... 8 8 31 31 31 k)| 31 31 31 31 31 31
~Flood insurance...see. ~=— — 99 97 111 115 121 125 129 132 135 137
~Oth@recccssssssasocas 1 1 L} 4 5 5 7 7 8 8 9 9
Federal Home Loan
Bank Boardessvssscsses === — — 186 — 130 — 130 — 130 —— 130
Federal Labor Relations
A\lthority.oo.unnnoouno 1 1 1 1 1 1 2 2 2 2 2 2
Federal Maritime Com-
nission (Regulatory
Testraint) eeecccsvcnes " * 1 1 1 1 1 1 1 I 2 2
Federal Mediation and
Conciliation Service.. 1 1 4 4 5 5 6 6 7 7 7 7
Federal Mine Safety
and Health Review
CORBEBBION.eevrsnencss " T wh wh (13 _k (1] "k e nh " ol
Federal Trade Commission 4 4 8 8 15 16 20 20 22 22 25 24
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Digitized for FRASER
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SUMMARY TABLE (con't)
(in millions of dollars)

General Services
Administration
~Federal Buildings
Constructionsesscsess
~Grants to the National
Historical Publication
and Records Commission
~National Defense
stockpil‘*vouo'aotooo
~Administrative reduc~
tions not included
BbDOVE@ e coerconososane
Intelligence Community
Staffeesesscanscccnsns
Advisory Commission on
Intergovernmental
RelationBeesecvecoscse
Appalachian Regional
Conmission.cecosccrese
International Communi-
cation Agencyeesesecos
Interstate Commerce
CommissionNecccssceccses
ICC regulatory reduction
Legal Services
Corporation 9/ceeesess
Marine Mammal
Commiadionecesossencss
Merit Systems
Protection Boardeses..
National Consumer
Cooperative Bank*.,...
National Foundation on
the Arts and the
Humanities.ecooveocscns
National Labor Relations
BoArdessccsvnnssncnass
National Mediation
Boardecsecesssoccansone
National Science
Foundationessscessvsces
National Transportation
Safety Board.ceccesssses
Nuclear Regulatory
Commigsion.esseccscnccss
Occupational Safety and

Health Review Commission

Office of the Federal
Inspector for the
Alaska Natural Gas
Transportation System.

Federal Reserve Bank of St. Louis

1981 198 2 1983 198 4 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0
—— ——— 121 12 —— 7 -—— 27 - 79 — 26
- -— 3 3 3 3 3 3 3 3 3 3
——— —— 507 507 507 507 75 75 ~206 =206 -206 -206
9 16 28 42 38 54 47 70 55 86 63 96
" wh — —— — -— —— — — -— —— _—
) ' nh "k Rk ok ok o ' *H i Rk
"k *h 4 4 4 4 4 4 4 4 4 4
4 4 29 24 39 40 44 44 49 49 49 49
3 3 6 6 11 11 12 12 13 13 14 14
(3) (3 (6) (6) (11) (11) (12) (12) (13) (13) (14) (14)
-—- -—- 347 312 364 364 382 332 401 401 421 421
A Rk w Rk nk *k Frs & " i ) *h
L L] 1 1 1 1 2 2 2 2 2 2
89 86 136 136 160 159 185 180 185 177 200 192
-— — 172 87 183 146 199 187 216 207 232 221
3 3 4 4 9 8 16 15 24 22 32 30
*h *k " *h dk *h *k wh *h Rk 1 *h
83 36 320 209 360 324 406 369 454 417 496 462
ak T 1 1 1 1 1 1 1 1 2 2
2 2 —— -—- -— — -—- -— - -— - -
*h *h *r *% 1 1 1 1 1 1 1 1

-9G6T-



SUMMARY TABLE (con't)
(in millions of dollars)

1981 1982 1983 198 4 198 5 1986
BA 0 BA 0 BA 0 BA [o] BA 0 BA 0
Office of Personnel
Management
-Administrative early
retirementoescceccese === 30 30 30 30 30 30 30 30 30 30 30
-Disability criteria*, ~-- 150 150 150 150 150 150 150 150 150 150 150
-Intergovernmental
Personnel Act®.coesee 1 boded 20 13 20 20 20 20 20 20 20 20
-Administrative reduc-
tions not included
8bOVesessonserossoses 2 2 10 10 14 14 18 18 22 22 25 25
Panama Canal Commission 1 1 4 4 5 5 6 6 6 6 7 7
Pennsylvania Avenue
Development Corporation #** Ll 12 14 25 6 17 13 10 22 17 26

Postal Service (payment

to the Postal Service

Fund)eesosesoecncerses === - 250 250 150 150 237 237 226 226 258 258
Railroad Retirement

Boardeceessesscoscovses

-Ad hoc June 1981

Rail Pension Increase* --- 10 — 40 — 40 -— 40 —-— 40 —-— 40
~Administrative
reductionsecescscesse == -—- -— 2 -— 3 —-— 4 ——— 5 — 6

Renegotiation Board....
Securities and Exchange

Commission.ceccessesse 1 1 6 6 15 15 19 19 21 21 25 25
Selective Service
SysteMesceceocesccsonna 3 3 2 2 1 1 1 1 1 1 1 1

Small Business Adain..

~Business loans....... — 49 149 81 22 197 60 226 75 240 82 248

-Disaster relief...... 780 780 — -8 -— 2 -— -11 — -24 —_— ~-36
~Technical assistance. 4 8 20 16 16 16 16 16 16 16 16 16
~Administrative reduc~-

tions not included

8bOVe.eserescacnsonns 3 3 9 9 12 12 15 15 16 16 18 18
Smithgsonian Institution 1 1 26 5 =22 11 2 -1 2 -6 3 3

(includes National

Gallery and Wilson

Center)
President's Commission

for the Study of

Ethical Problems in

Medicin@eceevesocsnsee -kR -hi k& ~kk —-—— =k —— - — — —-— -—
Tennessee Valley

AUthoTitY.eeesseossonae 1 1 10 10 - -— - -— —— ——— ——— -
United States Metric

BoBYdessevacersvsssnces b Lo 1 1 1 1 1 1 1 1 1 1
United States Railway

Association®...e0es0as 25 125 5 -95 102 102 —-— - - -—— -— -—
Water Resources Council 5 - 39 kx) 42 43 43 43 44 45 45 47

Subtotal, Other
Independent Agencies, 1,803 1,272 3,365 2,740 3,651 3,611 3,743 3,726 3,980 3,842 4,581 4,180
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SUMMARY TABLE (con't)
(in willions of dollars)

Allowance for effect of
changes in Davis-Bacon
Act and Service Contract
Act administrative
procedures and Black
Lung Trust fund
RefOrMececsocccssosncee 30
Effects on civilian
agency pay costs of
revising the Federal
Pay Comparability
Standard®.ccecasrscoses -
Mineral Leasing on
Outer Continental
Shelfecesessonscensnss 250

TOTAL, On-Budget,
Budget Authority
and Outlay Savings 30 2]

Of f-budget Items
Federal Financing Bank.
-Foreign Military
Sales Credit.sseccesee ===
(Loan guarantee
commitments).seeees
~Rural Electrification
and Telephone®,.cceene 38
(Loan guarantee
commitments)ceececscss
~Farmers Home Admin..,. 361
(Direct loan obli-
gatioNB8)ececesorsccnae
-Small Business
Administration 10/.... 67
(Loan guarantee
conmitments)eeeecss (67)
-HUD Community Develop-
ment loans 11/.cc00ces 143
(Loan guarantee
commitments)ceeecas
~Student Loan Marketing
Associationiecescssces =-
(Loan guarantee
commitment®)cesceoe

1981 1982 1983 1984 1985 1986
BA 0 BA (Y] BA 0 BA 0 BA 0 BA 0

30 528 528 624 624 753 753 932 932 1,119 1,119
— 159 149 635 616 1,132 1,161 1,540 1,597 2,022 2,131
250 700 700 2,000 2,000 3,000 3,000 3,500 3,500 3,500 3,500
6,057 58,914 40,310 70,908 58,123 84,354 71,564 95,363 81,698 104,627 91,256
- 300 300 350 350 350 350 350 350 350 350

(300) (350) (350) (350) (350)
38 1,152 1,152 2,360 2,360 3,670 3,670 5,091 5,091 6,630 6,630

(187) (5,545) (6,045) (6,580) (7,170) (7,800)
360 1,699 1,698 1,505 1,705 1,572 1,571 4,773 1,585 2,707 1,910

(565) (2,354) (2,354) (2,354) (2,354) (2,354)
64 65 59 65 35 65 15 65 20 65 20

(65) (65) (65) (65) (65)
133 90 90 182 183 250 286 - 107 ——- 77

(250) (250) (250) (250) (250) (250)
- 1,423 1,423 2,211 2,211 2,543 2,543 2,543 2,543 2,543 2,543

(1,423) (2,211) (2,543) (2,543) (2,543)
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SUMMARY TABLE (con't)
(in millions of dollars)

-Health Maintenance

OrganizationBeceoossecs
(Loan guarantee
commitments).eeesse

Subtotal, FFB
reductionBesessecss

Other off-budget
entities:
Rural Telephone Bank,

Subtotal, off-budget
savingB.seevecsecse

Total, Budget
Authority and

1981 1982 1983 198 4 1985 1986
BA 0 BA 0 BA 0 BA 0 BA 0 BA 0
—-—- - - —— 10 10 15 15 90 90 90 90
(=) ---) (10) (15) (90) (90)
609 595 4,729 4,722 6,683 6,854 8,465 8,450 12,912 9,786 12,385 11,620
— -— 23 -— 23 -— 23 -—- 23 - — -—-
609 595 4,752 4,722 6,706 6,854 8,488 8,450 12,935 9,786 12,385 11,620
6,652 63,666 45,032 77,614 64,977 92,842 80,014 108,298 91,484 117,012 102,876

OQutlay SavingB.....21,230

* Involves proposed legislation to be submitted
%% Legs than $500 thousand.
1/ The appropriations for the Alcohol Fuels and Biomass programs are in the Department of the Treasury.

Social Services Block Grant.

deficit.

Services Block grant entry.
] Inclusive of savings derived from agencies other than the Department of Health and Human Services, including
the Rehabilitation Services Administration (Department of Education) and the Community Services Administration.
/ These savings to the Public Health Service will be partially offset by additional costs to the U.S. Coast Guard, the Merchant
Marine and several other agencies.

Elimination of National Research Service Awards i1s also included in National Institutes of Health reduction.

The outlay savings would increase trust fund interest receipts (BA) by $100 million in 1982, $400 million in 1983,
$800 million in 1984, $1,100 million in 1985 and $1,400 million in 1986.

2/ Savings partially offset by Nutrition Block Grant for Puerto Rico funded at $.9 billion in each year 1982-86.
2/ Punding will be available beginning in 1982 for the purposes served by this program from the Health and Human Services,

Displayed as a non-add entry because these savings are reflected in the HHS Social

8/ Represents reduction in limitation on commitments.
E/ Authorized activities in programs emcompassed in the proposed Social Services Block Grant,
10/ Includes Small Business Investment Companies and Development Company debentures.
ll/ While loan guarantee commitments financed through FFB will be reduced by these amounts, loan guarantees will

¢ 30LIJ0 SNIINI¥A INTANJ3A0D SN
N

NOTE:
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stil) bde made, though not financed by the FFB.

Administrative reductions involve decreases in personnel costs, consultants, travel, etc.

Increased trust fund receipts decrease the
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