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I. SUMMARY OF COMMITTEE’S RECOMMENDATION AFTER

COMMITTEE AMENDMENT
Budget Totals

[In billions of dollars}

Fiscal Year 1984
Budget authority ..o rrecrevcssnsnnscssaesne e 915.50
OULIAYS ...t rerrceee e sen et sassassrsesnssanesses 853.90
REVENUES.......coiieececet ettt serrie s st rast s s s ssnesssassae s 664.90
DEfICIt.......ceriereceie et recreerientsrenrre s eesrseesanssesaneesrensronasesensenans 189.00
Debt subject to limit.......c.ccccevvervvvinnricriernnennercsensrenssacersornances 1,595.80

Fiscal Year 1985
Budget authority .........cccceomemereeeciiceirerecrecrcscceniaen 1,002.10
OULIAYS ...ttt sve s s s se s e e neeas 918.15
REVENUES..........ooeeeeeeeeeeeeeeeeee ettt csatesseeeseasssssssnsssnaesnsans 742.70
DEfiCit....ccciecieeierceiciectrree e resr e e e seeesresaessnssnsesne s sassee e sennesnnens 175.45
Debt subject to limit..........covrcrceenirecniicnrcncreeseccnreee e 1,834.20

Fiscal Year 1986
Budget authority ......ccocoviiiicrieecvernreieeneree e e 1,087.95
OULIAYS....c.eetireecircrreencrerereerecsreereeseresene e s sesssaseecsesasssnssanans 984.85
RevVenuUes.........cceirrieeneeennrecniersseeeessrecssssasanersscesssansssansssnaes 812.55
DIEfICIt ... eeecrreirneerrrtrerrrr e e s ess e resareresnesns s s ssnnssrassnessneans 172.30
Debt subject to limit........cooverrvirieerieriirneereeee e 2,081.25

Fiscal Year 1987
Budget authority ......c.ccccinrerieciincienineneneseniesesneeseesenes 1,179.25
OULIAYS ... e s resne s strsaas s s ena s srassrassnvane 1,067.95
REVENUES.........coecteeeecceerecrirerreeeeeesaeeceecsassaeessanesnssessessssenssrenes 885.95
DEfICIE.....ceeeeereeereerreerr st rtersestessae e e e st s aeseneesnressesnaennes 182.00
Debt subject to limit..........cccvverrmerrrinrnrrereeresnrrcrreerseeesnenineenes 2,347.25






9 Repr. 98-645,
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FIRST CONCURRENT RESOLUTION OF THE BUDGET—
FISCAL YEAR 1985

MarcH 31, 1984.—Ordered to be printed

Mr. JoNES of Oklahoma, from the Committee on the Budget,
submitted the following

REPORT

[To accompany H. Con. Res. 282]

IL. OVERVIEW: THE COMMITTEE’S DEFICIT REDUCTION
PACKAGE

The deficit reduction plan presented here is a three-year package
which will reduce the 1985-87 deficits by $182 billion. The Commit-
tee Budget Resolution for fiscal year 1985, in conjunction with the
Committee amendment, provides a three point approach to deficit
reduction:

(1) Most discretionary Federal spending is limited to 3.5 per-
cent annual nominal growth.

(2) Social scurity trust funds, and means-tested entitlemerits
fvill be exempt and allowed to grow in accordance with current
aw.

(3) Over three years, defense will increase by 3.5 percent real
growth and domestic programs for the needy and the handi-
capped will increase by $5 billion over the CBO baseline. Both
of these increases in real growth will be on a pay-as-you-go
basis, i.e., revenues must be increased by $49.8 billion to pro-
vide for the spending increase.

A realistic interim plan to control deficit growth is absolutely
necessary for this Nation’s economic progress. Under current
policy, deficits will grow to $270 billion by 1987 and over $300 bil-
lion by 1989. The Nation's debt will double to almost $2 trillion be-
tween 1980 and 1985 and more than triple to over $3 trillion by
1989. The cost of servicing the debt is already equal to two-thirds of
what we spend on all our non-defense discretionary programs and
will exceed such spending by 1988.

32-71270
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These mounting deficits and debt distort our economy, put eco-
nomic recovery at risk, and threaten our long-term prosperity. The
deficits will absorb three-quarters of our Nation’s savings in 1984-
89, leaving little for productive investment. Our prodigious foreign
borrowing is rapidly turning us from the world’s preeminent lender
and creditor to a large international debtor.

Unless we reverse these trends, we will run the risk of having a
permanently unbalanced and low-productivity economy with exces-
sive debt burdens, high interest rates, stunted housing and business
investment, inadequate public investment, and handicapped export
and import-competing industries.

The Committee realizes that the enormous changes in budget
policy required to restore full fiscal balance are not feasible at this
time due to the administration’s position with respect to changes in
its military and tax programs. However, the Committee believes
that it is essential that measures be taken this year to prevent fur-
ther deterioration of the fiscal situation. It has therefore made pro-
posals which will stabilize the deficit, rather than allowing it to
grow rapidly, as it would if current policies continue. This interim
policy cannot solve the long-term deficit problem, but it can buy
time until leadership of fiscal policy is forthcoming from the ad-
ministration.

The plan is shown in detail in Table 1.



TABLE |

Sum

of Committes deficit reduction package

pay-as-you-go smendment

Flscal yoar Fiscal year  Fiscal year
1985 1986 1887

dyear
total

Pay-as-you-go amendmaent

Fiscal yoar
1

1986

Fiscal yoar  Fiscal yoar

dyear
totat

Summary of Committee deficit reduction package

flor pay-2s-you-go amandment

Pk oslpur Fedpe i

733.00
939.80
206.80

794.90
1,030.5%
235.65

863.50
1,133.15
269.65

—21.85
—0.70
-170
-0.05
—1.60

—4.10

—~48.95
-240
—0.20
+0.40
-6.30

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

—140.40
—745

~2155 ...

—8.70
+10.65
+570
+025

—17.65
+0.70
+14.20
+095

-4
+0.80
+20.90
+1.65

—49.80
+215
+44.50
+285

733.00
939.50
206.80

-9.70
-L70
~16.1%
—-045
=170
—0.05
—1.60

794.90
1,030.55
235.65

—-17.65
-340
-5
—145
—0.20
+0.40
-6.30

863.50
113315
269.65

2245
—5.10
—~M70
-270
—0.10
+1.05
-13.65

2391.490
3,103.50
naie

—4980
-10.20
"—95.60
—46
—200
+1.40
—21.55

— 825

733.00
911.55
178.55

—61.55

794.90
969.00
17410

—9255

863.50
1,040.60
177.10

—182.35

~3.10

-140

+4.9

—31.3%

14270
918.15
175.45

—6335

812.5%
8455
17230

—8765

885.95
1,067.95
182.

—182.35

24120
297095
529.75

) because they reduce tha deficil.

1 —
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The Committee Recommendation Assumes:

A. Entitlement Savings.—Approximately $12.35 billion can be
saved by changes in current law in such programs as farm
price supports, disaster loan programs, Medicare, Federal re-
tirement, and veterans’ pensions and housing programs. These
cost-saving provisions could be enacted without placing undue
burden on beneficiaries or those who can least afford to pay
additional costs.

B. A modified freeze of discretionary Federal spending that would
limit such spending to 3.5 percent nominal growth annually
above the current program level. —A substantial portion of Fed-
eral spending for discretionary programs would remain at last
year’s program level plus 3.5 percent nominal increase.

C. Exceptions to the modified freeze of 3.5 percent nominal
growth. Social security trust funds, means-tested programs and
tfl:at':nse are exempted from the 3.5 percent nominal growth

ze.

—This Nation’s contract with Social Security beneficiaries
should not be changed. Social Security is exempted from any
reductions and will receive full funding as in current law. Over
the period covered by the Budget Committee recommendation,
the social security trust funds will show a surplus, and are al-
ready on a pay-as-you-go basis as a result of the 1983 Social Se-
curity amendments.

—Means-tested entitlement programs have been reduced substan-
tially over the past three years. Under the Committee recom-
mendation, they are exempted from any reduction below cur-
rent law. This is critical to ensuring the fairness of this plan

—Domestic discretionary programs have experienced negative
real growth during the past three years and adjustments are
necessary to maintain service levels. Programs for the poor
and the handicapped would experience real growth and in-
crease in outlays of $2.85 billion above the modified freeze over
three years.

—Modest entitlement increases are provided which could be allo-
cated for disability, health, or nutrition programs. This in-
crease of $2.15 billion above the modified freeze offsets the
other entitlement reductions for a net savings of $10.20 billion
over three years.

—Defense is increased by 3.5 percent annual real growth as neces-
sary for military preparedness.

D. Revenues of $49.8 billion to pay for the real increases for de-
fense and the high priority domestic programs mentioned
above. These new revenues come principally from the closing
of tax loopholes and do not raise tax burdens on ordinary
working families.

E. Based upon the Grace Commission study, the executive branch
should be able to find $2 billion in administrative savings.

The Committee Pay-As-You-Go Amendment

To implement this plan a pay-as-you-go Committee amendment
has been adopted. The Committee amendment is designed to ad-
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dress the high costs of the current military build-up while allowing
for necessary increases to improve the Nation’s defense readiness.

The Committee amendment also provides that domestic spending
will increase in high priority safety net programs. Poverty remains
a serious problem for this Nation. Fairness and equity dictate that
we must redress the unfair burden experienced by the poor and the
handicapped over the past three years. In non-defense discretion-
ary programs for the needy and the handicapped, the recommenda-
tion provides for real growth for three years. In entitlement pro-
grams, the recommendation assumes additional outlays of $2.15 bil-
lion which could be used to increase entitlement programs for the
poor and the handicapped.

These increases for high priority programs would be paid for by
revenue increases totaling $49.8 billion over a three-year period.
However, the pay-as-you-go concept permits these program in-
creases to occur only if Congress provides equal revenue increases
concurrently to offset the additional spending. The revenue in-
crease assumed in the amendment is approximately the same reve-
nue increase provided by the Ways and Means Committee reported
bill. Associating revenues with expenditures—pay-as-you-go—is im-
perative for sound fiscal policy.

¥ * * L] L * %

Solving the deficit dilemma is by no means a painless exercise.
This plan is a downpayment, no more, no less. Additional actions
must be taken in the near future, such as major tax reform. Unlike
other issues, such as providing funds for education or space explo-
ration or tax reductions, the deficit reduction issue involves swal-
lowing some bitter medicine. We cannot grow our way out of these
deficits. All responsible authorities know that and so do the Ameri-
can people.

The deficit reduction package outlined here will be explained in
detail in the sections that follow.






II1. THE COMMITTEE AMENDMENT: PAY-AS-YOU-GO

The Committee amendment accompanying this resolution incor-
porates the principle of pay-as-you-go. Quite simply this means that
any increase in spending above inflation, usually referred to as real
growth, must be paid for by an equal increase in revenues. The
Committee amendment to this resolution specifically provides:

(a) A real increase of 3.5 percent annually for defense spend-
ing.

(b) A real increase over three years for discretionary pro-
grams affecting the needy and the handicapped.

(¢) A increase in entitlement outlays of $2.15 billion over
three years which could be used to fund increases in programs
such as social security disability insurance, nutrition, and pre-
ventive health care for infants and pregnant women from low-
income households.

(d) An increase in revenues of $49.8 billion to pay for the
real increase in spending.

The pay-as-you-go principle is not new. Other parts of the budget
are already based on the rule that revenues should relate directly
to spending. The social security trust funds are perhaps the most
visible example of the principle of pay-as-you-go.

The Committee believes that pay-as-you-go is a sound fiscal
policy and should be expanded to other parts of the budget. The
Committee carefully examined the economic implications of in-
creasing revenues versus deficit financing, and concluded that defi-
cit financing was far more dangerous in the long-term than paying
for increased spending now. Deficit financing as proposed by the
administration will reduce capital formation over the long-term,
result in higher interest rates, and hinder and distort economic ex-
pansion.

The Committee recognizes that our commitment to a strong na-
tional defense and to economic progresss and opportunities for
those of us who are less fortunate must be met. But the Committee
is acutely aware that we also have a commitment to future genera-
tions. The policy of spend now and pay-later must be curbed.

Consequently, the Committee adopted a policy that fulfills our
national commitments but states that any real increases in spend-
ing must be paid for now.

M






IV. FISCAL POLICY: CONTROLLING DEFICIT GROWTH

The Direction of Fiscal Policy

THe budget resolution adopted by the Committee is an essential
step toward a responsible fiscal policy which can ensure continuing
economic prosperity without higher inflation. Policies followed in
recent years have produced a severe recession and an imbalanced
recovery. In the past two years the Committee has advocated a
return to responsible and coordinated fiscal and monetary policies,
and redirection of budgetary priorities to ensure noninflationary
economioc growth. Unless decisive action is taken in 1984 to re-
strain the growth of structural budget deficits, the movement to-
wards a high consumption and debt-ridden economy increasingly
dependent on foreign sources of funds will accelerate. Such short-
sighted policies may provide a temporary boom, but they cannot
produce stable economic growth.

The Committee realizes that the enormous changes in budget
policy required to restore full fiscal balance are not feasible at this
time due to the administration’s position with respect to changes in
its military and tax programs. However, the Committee believes
that it is essential that measures be taken this year to prevent fur-
ther deterioration of the fiscal situation. It has therefore made pro-
posals which will stabilize the deficit, rather than allowing it to
grow rapidly, as it would if current policies continue. This interim
policy cannot solve the long-term deficit problem, but it can buy
time until leadership on fiscal policy is forthcoming from the ad-
ministration.

Doubts about the long-term sustainability of balanced economic
recovery are widespread today, in spite of highly favorable statis-
tics on the recent performance of the U.S. economy. The reason for
these doubts is the threat of large and rising Federal budget defi-
cits. Financial markets are displaying profound unease. Interest
rates are rising and stock prices have fallen, reflecting fears that
large and rising structural budget deficits will not be brought
under control in time to prevent a destructive clash between rising
private credit needs and high and growing Federal borrowing.

These fears are fully justified by the budget outlook under fiscal
policies currently in place. This chapter presents projected budget
deficits under current policy estimated using the economic assump-
tions of the Congressional Budget Office. These assumptions, dis-
cussed more fully in Chapter V, are less optimistic than those of
the administration but more optimistic than most private sector
forecasts.

The economic implications of the projected current policy deficits
are also discussed. Deficits distort the structure of the economy and
make its future growth uncertain. We are currently experiencing
the distortion of a huge deficit in international trade, weakening
our trading sectors. As economic growth continues, we can expect
Federal credit demands to clash directly with rising private credit

)
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dema_nds, crowd out housing and business investment, and raise
the risk of monetary over/reaction to fiscal stimulus. All these defi-
cit-caused distortions will lower future standards of living, as we
mortginge our future to finance today’s consumption and defense
spen . The trade deficit and the foreign borrowing that finances
its lower future standards of living because our growing forei
debt will have to be serviced and repaid. The crowding out of Ig:-
mestic investment will directly reduce growth in productivity and
standards of living.

Current Budget Policy—Structural and Cyclical Deficits

Budget deficits under current policy rise from $190 billion in
1984 to well over $300 billion by 1989 (Table 1). As a share of GNP,
the budget deficit remains above 5 percent through the 1984-1989
period, reaching 5.9 percent in 1989. The 1983-89 deficits are un-
%ri%%edented in peacetime, both in absolute terms and in relation to

The economic significance of budget deficits depends upon the
proportion of the deficit caused by slack in the economy. Estimat-
ing the budget at a “high-employment”’ unemployment rate—as-
sumed here and by many economists to by 6 percent—removes the
cyclical fluctuation in revenues and outlays and isolates the ‘“struc-
tural” deficit that would remain even if the economy were operat-
ing at a high level of activity. This structural deficit reflects the
underlying imbalance between current spending and tax policies
which cannot be eliminated by economic growth.

Structural deficits under current policy, shown in Table 1 and
Figure 1, rise dramatically. For 1983, about $111 billion of the defi-
cit could be attributed to the recession, while $85 billion or 44 per-
cent was structural. As the recovery proceeds, however, the cyclical
deficit falls and the structural share of the budget deficit grows. By
1989, $289 billion of the $316 billion deficit, over 90 percent, is di-
rectly attributable to current budgetary policies rather than to a
weal economy.

TABLE 1.—CURRENT POLICY BUDGET PROJECTION *-
(Fiscat years, dollars In biflions]*

Actual Projected
1961 1983 1984 1985 1986 1987 1988 1989

REVEMUBS ... ..o s s s, 9993 6006 663 733 795 864 945 1,016
Outlays ........cooocvie v s 853 940 1,031 1,133 1238 1332
Deficit......... ..o 190 207 236 270 290 316
Cyclical deficit ... ceercasnrnee 76 59 50 4 35 27
“Structural” deficit..............ocoooeeee et ecssessiss i 113 148 185 227 256 289
Percent of GNP
REVENUBS . .ot e, 208 186 186 187 187 187 190 189
OUHAYS ............ooveree oo 28 28T 239 200 202 46 48 U8B
(1 2 OO 4 6.1 53 53 55 58 58 59
Cyclicat defieit......................vcomvrrcereercerercee. 18 34 21 15 12 09 07 05
“Structural’ deficitd ... .............ccnvm s 05 24 30 A6 A2 48 50 53

LCBO current policy baseline adjusted to reflect the adminfsiration’s defense proposal.
2 Detail may not add to totals due to rounding.
S Purcent of potentisl GNP.



11

Figure 1

CURRENT POLICY DEFICIT PROJECTION:
CYCLICAL AND STRUCTURAL COMPONENTS

3001
? Total Current
L 250+ Policy Deficit
L
I
0
g 2001

Structural
0 Deficit
F 150+
;
L 1001
L E
R
L Cyclical
S 0 Deficit
~ [ L [ 1 1 ] i L
v | ! | | T T | |
1981 1982 41983 1984 41985 4985 1987 1988 1989
FISCAL YEARS

Revenues Under Current Policy

Our tax system under current law pays for less and less of the
current costs of government, and the problem will grow worse
unless action is taken. Revenues projected by the Congressional
Budget Office, based on uninterrupted economic growth through
1989, do not rise above 19 percent of GNP. Meanwhile, baseline
({tgl%ays rise from 23.9 percent of GNP in 1984 to 24.8 percent in

Federal revenues as a percentage of GNP were 20.8 percent in
1981 and are projected to decline under current law to 18.7 percent
in 1985-1987 and to stabilize at about 19 percent in 1988-1989. Rev-
enues under current policy in 1985-1986 are projected to be a
smaller percentage of GNP than in the administration’s original
1981 projection of its tax program. At that time it estimated that
revenues would be 19.5 percent of GNP in 1986, as shown in Table
2. The tax program has in fact reduced estimated revenues to 18.7
percent in 1986 even after the revenue restoration of TEFRA, the
increased gasoline tax, and social security amendments. The differ-
ence amounts to $34 billion in 1986.

32-727 0 - 84 2
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TABLE 2.—REVENUES AS A PERCENTAGE OF GNP
[Fiscal years, percentages)

1984 1985 1986 1%87  19%¢ 1989

CBO baseline ............ccooorooooocercs v s 186 187 187 187 190 189
Administration 1982 budget (March, J981)............... ..ccco v, 193 183 195 NA NA NA
Administration 1985 budget (January, 1984) ..., 188 182 193 193 197 198
Recommended budget including Committee Amendment.................. 187 190 191 19.2 NA NA

Deficits, Interest Rates, the Trade Deficit, and Foreign Borrowing

Large budget deficits are causing two major and related distor-
tions in the recovery: high real interest rates and a record deficit
in international trade. The high interest rates, along with the ear-
lier rise in the stock market and the relative safety of investment
in the U.S, have attracted record capital inflows from abroad. This
has mitigated the rise in interest rates and prevented ‘‘crowding
out’ of domestic housing and business investment so far in the re-
covery. In 1983 37 percent of net domestic investment was financed
by saving borrowed from abroad. But this capital inflow kept the
dollar so strong that exporting and import-competing industries
were severely handicapped, leading to a merchandise trade deficit
that hit a record $69 billion in 1983. According to the President’s
Council of Economic Advisers, the trade deficit is on its way to a
new annual record of $110 billion in 1984.

Currently, there are widespread fears that this capital inflow is
slowing, interest rates are on the rise, and domestic housing and
business investment will start to bear the brunt of the still-rising
structural deficit.

In addition, the large foreign borrowing reqired to finance the
trade deficit is rapidly eroding the U.S. net investment position
abroad. In three years (1982-1985) we may shift from being the
world’s preeminent creditor to being a net debtor. Servicing and re-
paying our foreign debt in the future will require large and poten-
tially painful adjustments in our economic structure and living
standards.

Deficits, Saving, and Investment

The large and growing structural deficits under current. policy
have serious implications for capital formation and sustained non-
inflationary growth. Cyclical deficits can be compatible with low or
falling interest rates, since the recession which increases the deficit
also decreases private credit demand. Growing structural deficits
during an economy in expansion, however, imply that government
and private credit demands will be increasing at the same time.

The projected competition between private and public borrowing
demands for a limited flow of saving is shown in Table 3. Govern-
ment deficits under current fiscal policies will absorb nearly three-
quarters of available non-Federal saving during the remainder of
the decade. This compares with 6.8 percent during the 1950s, 10.8
percent during the 1960s, and 28.4 percent during the 1970s.
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TABLE 3.—DEFICIT IN RELATION TO SAVING

[Fiscal years, in billions of dollars]

Actual (annual average) Projectsd

1950- 1960- 1S70- 1980
1% 198 1970 1e83 194 1985 1886 1987 1588 1909

Net non-Federal saving ®............cooccoeenrrccencnnnn, 26 53 123 199 276 315 346 379 412 M2
Total Federal deficit = ...................................... 2 6 B2 205 21 20 45 306 331
Deficit in relation to net non-Federal saving

(porcant)............oocc et 68 108 284 614 TA3 702 723 752 743 749

! Net private saving plus state and Jocal government surplus.
2 Current policy baseline deficit including off-budget outfays.

Many economists believe that the potential “crowding-out” of
private business investment, housing, state and local investment
and consumer investment in durable goods by Federal deficits is
best measured by the ratio of Federal debt to GNP. As Figure 2
shows, the ratio of the publicly-held Federal debt to GNP ! declined
for most of the postwar period. As it declined, the ratio of the capi-
tal stock—including business capital, residential housing, consumer
durable goods, and public investment by state and local govern-
ments—to GNP rose, increasing productivity and the U.S. standard
of living. As the Federal debt ratio leveled off in the late 1970s, so
did the capital stock ratio. Current fiscal policies are projected to
result in a rise in the debt ratio unprecedented since World War II.
This can be expected to reduce further the capital stock ratio.

! Federal debt held by the public, including the Federal Reserve. The potential GNP series
u:_od to calﬁ%ate the structural deficit is also used here in order to eliminate cyclical fluctu-
ations in .
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Figure 2

FEDERAL DEBT AND U.S. CAPITAL STOCK
(PERCENT OF POTENTIAL GNP)
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Deficits, Inflation, Monetary Policy and the Recovery

The rapid growth in employment and output during the current
quarter has led to speculation that the economy may be on a
stronger growth path, and possibly be headed for more inflation,
than the administration and CBO forecasts indicate. Either strong-
er growth or higher inflation, or both, would make it more likely
that the Federal Reserve would allow interest rates to rise in an
attempt to keep money and-credit growth within the target ranges.
Either development would intensify the competition between rising
private credit needs and rising structural deficits, leading to fur-
ther rises in interest rates, pressure on credit-sensitive sectors, and
a highly uncertain future for the recovery.

Growing structural deficits make the future of the recovery more
uncertain because they provide increasing fiscal stimulus to the
economy at a time when the economic expansion is already well
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under way. In fact, a small number of industries are alread{) oper-
ating at peak rates of capacity utilization. Since there is no utget
is no budget restraint in prospect under current policies, the entire
burden of preventing an inflationary over-heating of the economy
is placed on the Federal Reserve. Monetary poli? is a blunt instru-
ment of uncertain force: the past several years have demonstrated
conclusively that we do not know what level of monetary restraint
is sufficient to slow the economy to a sustainable pace without
causing recession, what level of interest rates will have any desired
effect on borrowing levels, or how long it takes for monetary re-
straint to take hold. Because of the extreme uncertainty surround-
ing the use of strong monetary restraint, the current policy of rely-
ing on the Federal Reserve as the only bulwark against inflation
puts the recovery at risk.

The original supply-side hopes that reducing income tax rates
would be anti-inflationary were not fulfilled. Tax cuts were sup-
posed to stimulate personal savings, labor supply, and productivity
enough to offset the inflationary effect of any demand stimulus
which they provided. But the personal saving rate in 1983 and
early 1984 remains below the rate in 1977-80, labor force participa-
tion is running below expectations, and the 1983 productivity gain
was below par for the first year of recovery.

Some observers argue that if interest rates rise it will be the
fault of the Federal Reserve, not a result of excessive fiscal stimu-
lus caused by large and rising structural deficits. This position im-
plies that the Federal Reserve can prevent interest rates from
rising even when there is a diminishing inflow of foreign capital or
an increasing clash between public and private demands in the
credit markets.

Unfortunatley, an attempt by the Federal Reserve to prevent in-
terest rates from rising under these circumstances would involve
much more rapid growth of money and credit—monetization of a
rapidly increasing proportion of the Federal deficit. Under
“normal” circumstances, accelerating money and credit growth
would lower interest rates, at least for a while, and stimulate
output and employment, with the price in inflation to be paid later.
Under current conditions, with both domestic and international
capital markets very sensitive to indications of future inflation,
rapid monetary expansion could be quickly incorporated into infla-
tionary expectations, exchange rates and interest rates. The Feder-
al Reserve under these circumstances might not be able to hold
down interest rates, especially the long-term interest rates which
are crucially important for housing and business investment, even
if it chose to do so (which it would not). A lasting reduction in real
interest rates requires reduction in the structural deficit.

Deficits and the Rising Burden of Debt Service

Under the HBC baseline, net interest payments on the Federal
debt rise to 15 percent of total Federal outfays in 1987, com

with 9.1 g?rcent in Fiscal Year 1980; they would consume 3. r-
cent of GNP, compared with the 1980 share of 2.0 percent. In 1987,
43 percent of individual income taxes will be absorbed by interest
payments, comfpared with 21.5 percent in Fiscal Year 1980. Net in-
terest, not defense, is the fastest-growing major division of the
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budget, rising 225 percent from 1980 to 1987 compared with a 160
percent outlay growth in the administration’s defense program. Be-
ginning in 1988, interest costs would exceed all nondefense discre-
tionary spending. The increase in interest costs in the years 1982-

85 over their level in fiscal year 1981 has been greater than all cuts
in social welfare programs.

The Committee Fiscal Policy Recommendation

The budget recommended by the Committee, shown in Table 4,
represents an important first step towards the restoration of integ-
rity to our nation’s fiscal policy. Projected budget deficits are stabi-
lized in the $170 billion to $180 billion range during the 1985-1987
period instead .of rising to $270 billion in 1987 under current tax
and spending policies. This represents a three-year reduction of
about $§182 billion from what the deficits would otherwise have
been. This interim policy would prevent further deterioration of
the fiscal situation, pending a more extensive program of deficit re-
duction when leadership is forthcoming from the administration.

TABLE 4—BUDGET PROJECTIONS UNDER COMMITTEE RECOMMENDATION
[Fiscal years, dollars in billions]

Actual Projected
1981 1933 1M4 1985 1986 1997

REVENUBS . oo mrsrscrnssenrremmnee. $999.3 $600.6 $665  $743 3813 $886
DBACHE.................ooc o eeecteseestiscemssnis s cesss s assssssssassasssssssssmmnsans $57.9 $1854 $189 $175 S172 §182
Cyclical defitit.....................oo e errerecsarssense s 43 s $76 $59 $50 43
“Structural” deficit. ... $15 $85 $113  S17 §122  $139
Percent of GNP:
Revenues .......... et BRSO AR SBA S 1 ek 208 186 187 190 191 192
Outlays.............. - w228 47 2040 A5 B2 B2
DOACH...................ocommmeconcecsrmmsnscessenenesmssgaesesencsrsasens st crsnens 20 6.1 53 45 41 39
Cyclical deficit........ ... . 15 34 21 15 1.2 0.9
“Structural”’ deficit 2 SRR | 1. | 24 30 29 28 29

‘Dmilmgmtaddlotmhdmtomnding.
* Parcant of potential GNP.

Table 5 and Figure 3 compare the budget deficits under the Com-
mittee recommendation with those under current policy. While the
deficits remain much too high, especially by historical standards,
they represent a dramatic improvement over current policy.

TABLE 5—FISCAL POLICY: CURRENT POLICY AND COMMITTEE RECOMMENDATION
[Fiscal ysars, dollars in billions]

1981 1983 1934 1985 1936 1987

Structural deficit:
Current Policy...............ccooovceicee et cncteseneenie $19 $85 5113 s %185 s227
Committee recommendation ..., $18 $85 $113 17 s12 1Y
Percent rodUCHION ... e rer e rar e sen b rsssss st rasss s smr e ceneai s 2 k| k1
Structural deficit as percent of potential GNP:
Current policy.... ... .. 05 24 30 36 42 48

Committes recommendation............................... 05 24 30 29 28 29
o T T U OO OO RO = | SIS K B B
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Figure 3

FISCAL POLICY STABILIZATION UNDER COMMITTEE RECOMMENDATION
(STRUCTURAL DEFICITS AS PERCENT OF POTENTIAL GNP)
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The recommended deficit reduction package leads to declining
budget deficits as a share of GNP, falling to 3.9 percent in 1987
compared with 6.1 percent in 1983 and 5.8 percent in 1987 under
current policy. The structural deficit by 1987 is also reduced sub-
stantially from the level that would exist under current policy,
from $227 billion to $139 billion. As a share of GNP, the structural
deficit stabilizes at below 3 percent, instead of rising towards 5 per-
cent as under current policy. This stabilization of the underlying
policy imbalance will prevent further deterioration of the fiscal sit-
uation until further actions can be taken to put the deficit on a
long-term declining path.

The recommended budget also results in a progresive and signifi-
cant reduction in the share of saving that is consumed by the defi-
cit. Instead of remaining at around 74 percent of saving, the deficit
will decline to 52 percent of saving by 1987.






V. Economic Assumptions

Short-Term Economic Outlook

The economic assumptions for the Committee budget are shown
in Table 1. These assumptions are the forecast presented by the
Congressional Budget Office in its report to Congress in February.
Recent economic data for the first quarter, some of which are
highly preliminary, show somewhat higher real GNP, lower unem-
ployment, and higher interest rates than assumed in the forecast.
These effects appear to be roughly offsetting with respect to the
projected 1985 budget deficit. An update of the assumptions to re-
flect more complete first quarter data could be made in the confer-
ence agreement on the 1985 budget resolution.

Although the CBO forecast was originaly characterized as being
consistent with the fiscal and monetary policies now in place, there
is some doubt that the economy would perform this well in the ab-
sence of policy changes, despite the rapid rate of growth recorded
for the first quarter of 1984. In particular, nominal and real inter-
est rates, which are currently above those forecast, are likely to be
higher than assumed, especially in 1985. However, adoption of the
Committee’s deficit reduction measures, along with a monetary
policy designed to be consistent with the assumed rate of nominal
income growth, will make the achievement of the CBO economic
forecast more likely.

Real GNP is forecast to grow by 4.6 percent during the four
quarters of 1984 and by 3.7 percent during 1985. Personal consump-
tion and business investment in plant and equipment are ex
to be the driving forces behind the increase in output in 1984, with
smaller positive contributions from inventory rebuilding, housing
and government spending (especially defense purchases). Foreign
trade should remain a drag on the economy as the merchandise
trade deficit grows from $70 billion to over $100 billion.

Real growth should moderate during the summer and fall as the
pace of consumer buying levels off to a rate consistent with income
gains. Housing starts, which have also been very strong early in
the year, should also settle in the 1.8-1.9 million unit range, limit-
ing further contributions to growth of production. Business invest-
ment will be a major force behind the expansion in 1984 as firms
see demand rising to near capacity levels in several industries. Sur-
veys conducted by both the Bureau of Economic Analysis and
McGraw-Hill show investment plans in 1984 running 11—12yspercent
above the 1983 level in real terms. This is not unusual for the
second year of a business expansion.

The forecast for 1984 is quite close to the views of both private
economists and the administration, but the situation in 1985 is
problematic. The CBO forecast of a 3.7 percent increase in real
GNP is slightly lower than the administration’s 4.0 percent, but

(19)
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considerably above most private forecasts. In large part this is the
consequence of the higher real interest rates in the private fore-
casts. If action is taken in 1984 to reduce projected structural defi-
cits, upward pressure on interest rates would be somewhat eased
and the continuation of reasonably strong expansion through 1985
would be more likely, assuming supportive monetary policy.

Inflation should remain under control during 1984 in the absence
of significant external shocks, but is projected to be higher than
during 1983. On a fourth quarter to fourth quarter basis, the GNP
deflator is forecast to rise by 5.3 percent while the CPI increases by
5.1 percent. For 1985 no significant increase in inflation is forecast,
with both the deflator and CPI rising about 5 percent.

Interest rates are both the key to the overall forecast and the
most difficult variable to predict. During the first quarter interest
rates have edged up from their levels at the end of 1983, and most
observers expect continuing pressure on them throughout this year
as businesses, consumers, and government all demand additional fi-
nancing in credit markets. Thus, although the CBO forecast was
originally characterized as being consistent with current policy, it
appears unlikely that the assumed interest rates can be realized
without positive action to reduce prospective deficits. If the Com-
mittee’s budget is adopted, the less stimulative fiscal policy for
1985-87 will allow some flexibility for monetary policy to accommo-
date continued economic expansion.

TABLE 1.—HOUSE BUDGET COMMITTEE (CBO) ECONOMIC ASSUMPTIONS

[Catendar Years]
Forecast
Actual 1983
1984 1985
Annual Average

Gross national product:

Current dollars (bilfions).......... ..o 33,3108 $3,651.2 $3,994.8

Percent change ............ 17 103 9.4
Constant dollars (billions 1972) ..............o. oo cverer st $1,999.3 $1,617.0 $1,683.0

Percent ChANGE ... e b ety sebass 34 53 4.1
GNP Deflator (parcent change) ........ ... cseene e rerrr s ceveenerens 4.2 47 5.1
CPI-U (percent ChANEE) ... e creccrerans s rne e scenretiis 32 48 5.1
CPI-W (percent Change) ....................ooecieeeiimcurieeecscesciereessssmss s st sesanssmssenas 29 45 5.0
Unemployment rate (Percent) I ... s 96 7.8 13
3-month Treasury bill rate (percant) ............cooececenreccenrecnnsersmnremsnrsraremserseeceeooee 86 89 86
Taxable incomes (billions):

Wages and salaries................. $1,664.6 $1,810.1 $1970.2

Corporate profits (6CONOMIE PIOMIS) ................. .o - $220.1  $2660  $3060
4th quarter-to-4th quarter percant change
Gross national product:

Current dollans .. ... ceririeesmnsrssre s osesss s e smsrerisanesss s $105 $10.1 $9.0
CONSEANE GOLIATS ...........eceoeeee s eeemseestsae e seaeras s smnrmas $6.2 $b $3.7
GNP defiator.................... 41 53 51
P W e s eneat s 29 49 49
Unemployment rate (percent, dth quarter lavel)................coooreecccnnrnenens e 85 16 7.1

! As 3 percent of tha civilian labor force.
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Risks in the Short-Term Outlook

The recommended economic assumptions represent a judgment
about the most likely course of the economy which is consistent
with the budgetary proposals made by the Committee and money
growth in the upper portion of the stated targets of the Federal Re-
serve. While the economy is growing strongly in early 1984, pros-
pects for late 1984 and, especially, 1985 and beyond are largely de-
pendent on relatively large and sustained corrections on the fiscal/
monetary policy mix, stability in international financial markets
and a moderate decline in the exchange rate of the dollar, and po-
litical developments in the Mideast which may affect oil and other
energy prices.

The greatest threat to continued economic expansion during the
next two years is that inadequate action, or no action, will be
taken to bring the structural deficits under control. While the loose
fiscal policy of the current administration during 1982 and 1983
provided a temporary Keynesian demand stimulus to the economy,
the continued growth of the structural deficits is overstimulative. If
monetary policy accommodates these deficits, the potential for an
inflationary overheating in 1985 is substantial. However, it is more
likely that monetary policy will retain the anti-inflationary thrust
of the past three {ears and that the deficits will not be monetized.

Many analysts have pointed out that this combination of oversti-
mulative fiscal policy and restrictive monetary policy will result in
high real interest rates and economic instability. For this reason,
most private forecasters anticipate higher interest rates in 1985
than assumed in the forecast adopted by the Committee. The policy
mix was not changed in 1983, and interest rates increased during
the second half of 1983. The momentum of the economy turned out
to be sufficient to keep the recovery going despite these higher
rates, but we may not be so fortunate in late 1984 and 1985.

The private forecasts shown in Table 2 illustrate the potential
outcome in 1985 of inaction during 1984. By 1985 continuing fiscal
stimulus from the rising structural deficit (particularly defense out-
lays) raises economic activity and the credit needs of private bor-
rowers to finance additional consumer spending, business invest-
ment and inventory accumulation. Inflationary pressures begin to
appear in labor and product markets, and interest rates rise in re-
sponse to expectations that the Federal Reserve will tighten its
policy. Rising rates begin to discourage inventory buillging and
plans to add to industrial capacity. The economy slows down sub-
stz:ntia.lly in 1985 as a result of the higher real and nominal inter-
est rates.

The international financial situation and developments which
affect the exchange rate of the dollar can have major impacts on
the domestic economy. High real interest rates relative to those in
other financial markets, an earlier rising stock market and politi-
cal stability have made dollar denominated assets very attractive
to foreign investors over the past several years. Consequently, the
dollar has appreciated about 30 percent on average relative to
other major currencies since 1980, and by even more against some
currencies such as the French franc, Italian lira and British pound.
The rise in the dollar has had both costs and benefits for the U.S.
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economy, but the most important point regarding the outlook is
that foreign savings have been attracted here for investment pur-
poses. This flow, which increased to a record $40.8 billion in 1983
and is expected to exceed $80 billion in 1984, provided funds which
relieved pressures on credit markets and interest rates. Most fore-
casts which show the economy expanding strongly throughout 1985
assume this flow of savings into the U.S. continues, allowing inter-
est rates to moderate despite increases in credit demands by busi-
nesses, consumers and the Federal Government.

However, there is a substantial risk that, in the absence of action
to reduce growing structural budget deficits projected beyond 1984,
investors may be unwilling to keep adding dollar securities to their
portfolios. This would show up as a sustained (and some fear pre-
cipitous) drop in the exchange rate. While some decline from the
overvaluation of 1983 is desirable and anticipated, a significant and
sudden decline would have a number of detrimental effects includ-
ing: 1) an increase in the inflation rate, which could:potentially be
built into wage inflation; 2) higher interest rates as the flow of for-
eign funds slows and the competition between Federal and private
borrowing intensifies; and 3) financial turmoil which would put ad-
ditional stress on the debt-burdened LDC’s, causing them to cut
back further on imports from the United States.

Finally, the potential for a price and/or supply shock to world oil
markets cannot be completely ruled out. The weakness in oil prices
was a favorable economic factor during 1983. Despite the end of in-
ventory drawdowns and the beginning of economic recovery in the
industrial countries, there is still considerable excess production ca-
pacity among the major oil exporting countries which should
ensure price stability in 1984. However, there are currently several
wars in progress in or near the-oil producing areas in the Mideast
which pose potential threats to world supplies. Although some
supply disruption accompanied by significant price increases
cannot be ruled out during the next several years, adequate sup-
plies and stable prices are assumed in the short-term forecast.

TABLE 2.—LOMMERCIAL ECONOMIC FORECASTS

1984 1935

92 198
actual - actual gy e WS oy chase W

4th/dth Change (percent)
GNP:
Nominal ............. oo e 26 105 93 95 105 18 16 18
Real .. s s -17 6.2 46 49 52 24 15 18
GNP deflator. ... ... 44 41 45 a4 5.1 53 6.1 5.9
CPIU ... 4.5 33 5.1 53 49 53 57 6.1
Unemployment rate—Civilian (Jevel-4th quar-

L (1 JOOS VYOO DO 10.7 85 13 1.2 1.2 74 18 73
T-bill Rate (bevel-dth quarter) ... ... ... 19 83 95 99 103 94 106 131
Fiscal year deficit—Unified {dollar bill}........... 1107 1953 1806 1805 1697 2099 1887 1820

Ysar/Year Change (percent)
GNP
NOMINAL..............ooeeeereceerererene s 41 1.7 10.2 10.0 109 18 83 2
ROBL....o.oceeeceere s e -13 LX) 5.7 59 6.1 27 25 29
GNP defiator ................corveerecee e eecrercecseecrnens 6.0 42 47 39 45 49 57 5.7

P 60 32 49 48 46 52 55 56
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TABLE 2.—COMMERCIAL ECONOMIC FORECASTS—Continued

1984 1985

AVETRER) ..o et e enn s bess s e senes 9.7 96 15 14 15 74 7.6 12
T-bill rate (level—annual average) ................... 10.6 86 94 95 99 97 114 118
CY deficit—NIA (dotlar bill).............coocu............. 1471 1816 1765 1833 1775 2026 2063 2043

Forecast Dates: DRI—Mar. 26, 1984; Chass—Mar. 26, 1984; and Wharton—Nar. 25, 1904,

Long-Term Economic Outlook

Table 3 presents the CBO economic assumptions adopted by the
Committee for 1986 to 1989 which are the basis for the budget pro-
jections for those years. The projections assume a steady, noncycli-
cal path for the economy with real growth averaging 3.4 percent
per year (about .5 percent above the long-run potential rate) with
gradually declining inflation. As CBO noted in its original presen-
tation of these projections,

“. . . Many analysts would question whether these economic
projections would be realized with the current mix of budget
and monetary policies.”

The changes in fiscal policy adopted by the Committee are an in-
terim step towards the more substantial changes that will eventu-
ally prove necessary to allow continued economic growth in line
with these long-term assumptions. Obviously, if the economy per-
forms less well than in the assumptions, budget deficits would be
substantially larger than those projected on these assumptions.

The economic projections for 1986 to 1989 are subject to even
greater uncertainty than the short term forecast for 1984 and 1985.
They should not be considered as projections of future economic
conditions, but as a representation of possible trends in the econo-
my.

As in previous years, the long-term projections adopted by the
Committee are more realistic than those proposed by the adminis-
tration. Table 4 compares the Committee’s economic assumptions
with those of the administration and recent projections of commer-
cial services and the Blue Chip consensus. Real growth averages 4.0
percent in the administration projections, 3.4 percent in the Com-
mittee’s economic assumptions, and 3.0 percent in both sets of pri-
vate projections. (Note that the private analysts see a growth slow-
down in 1986). The private analysts’ projections assume that nomi-
nal GNP growth will stay near 9 percent annually with inflation
near 5% percent, while the administration and CBO projections
assume that policy will lower both nominal growth and inflation.
The administration has carried this decline in the inflation rate to
an extreme, apparently on the basis of an unverified theory that
anticipated changes in monetary and fiscal policies primarily affect
price changes rather than growth of real output.

Even more important is the underestimation of nominal and real
interest rates in the administration projections. Over the 1986-1989
period the administration’s nominal interest rates average 2.2-2.3
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percent below the consensus projections, while the Committee pro-
Jections are virtually the same as the private projections after 1986.

These _dﬂ:ferencep, particularly the interest rate assumptions,
have a significant impact on the budget. The administration inter-
est rate assumptions reduce the grojected deficit by about $25 bil-
lion in 1987 and $70 billion in 1989 compared with the level which
would exist using the more realistic interest rates.

TABLE 3.—LONG-TERM ECONOMIC PROJECTIONS
{Calendar years)

Actual Projections
1583 1984 1985 1986 1987 1948 1589

Annual averages

Curvent dollars ... .. $33105 $3651.2 $39948 $43390 $4,703.7 §50B35 $54805
A . 86 84 81 18
Constant dollars... .. ... $1,535.3  $1,617.0 $1,6830 §$1,2423 $18033 $18653 $19276
Pereent change ................c... ......... 34 53 41 35 35 34
GNP deflator {percent change).............. 42 47 51 49 47 45 43
CPHU (percent change) ..................... ... 32 43 5.1 49 47 45 43
Unamployment rate (percent) *......... .. 9.6 78 13 10 68 66 65
3-month Traasury bill rate (parcent) ..... 86 39 86 84 8.2 &0 18
Moody's AAA bond rate ... 120 122 11.6 114 112 110 108
4th quarter to 4th quarter (percent
change}:
Gross national product:
Curvent dollars ................coooooo..... $105 $103 $90 $35 $8.2 $80 $1.7
Constant dollars ................... $6.2 I $37 $35 $3.5 $34 $3.3
GNP deflator .......................... 41 53 5.1 43 46 44 43
CPHU......oeeeen. i3 5.1 49 43 46 45 41
Unemployment rate (percent, 4th

! Chvifian rate.

85 16 71 69 6.7 6.5 64

TABLE 4. —COMPARISON OF LONG-TERM ECONOMIC PROJECTIONS
[Calendar ywars, percent change]

Actual Forecast Projections
' 198 s 135 1985 1947 1988 198

Gross national product:
House Budget Committse (CBO)......................coconee. 10.3 94 8.6 84 8.1 78
Administration. ... e 1040 91 87 B4 8.1 16
Commercial sarvices...............covonmmminivenes corvveininee 108 83 8.0 9.6 9.0 89

House Budget Committee (CBO).................. ................ 54 41 35 35 34 33
Commarcial services.. 59 27 20 37 il 29
Housa Budget Committes (CBO)............cccccocennnaenee. 47 5.1 49 47 45 43
Administration.................cconmiccec s e - 45 43 45 4.2 38 s
Commercial services 44 54 5.8 5.7 5.7 5.7
Blue chip. . . 46 58 64 5.6 5.1 54
Consumer Price Index (CPL-W)....... X OO
House Budget Committee (CBO)............coccsvccrniannnan. 45 50 49 47 45 43
AAMINIStration .................ccommrnsmrvereemereretrer e eest s eensan 44 4.8 45 42 39 36
Commercial SOrUICES......... o rresereremresrers e v vmsene 47 54 58 59 6.0 59
Blue chip (CPHU)......c.c..comem st sirsnenes 49 58 65 57 5.1 55




TABLE 4.—COMPARISON OF LONG-TERM ECONOMIC PROJECTIONS—Continued
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{Calendar years, parcent changa)
Annual sversge Afgli';' Forecast
1984 1985 1986 1987 1983 1989
Unemployment rate (percent, civilian).................... 96
House Budget Committee (CBO) 78 13 70 6.8 6.6 63
Administration................ccccvvrmrrinernnn. 19 17 74 69 6.2 58
Commercial services..................... 15 14 17 7.6 72 7.0
Blue chip.........ccconumrmnecnnmnnisecronses 18 15 18 16 71 68
3-Month Treasury bill rate (percent) ........................ BB oot as e vepmees s snreane et
House Budget Committee (CBO) 83 8.6 84 8.2 80 18
Administration.... 85 17 11 6.2 55 50
Commercial ser\rlces 9.6 110 101 90 8.2 8.2
BIUR CRIP........coomeeeneeecrener e es cesvssnesssrsssmssstsssbanens 9.0 9.7 9.2 85 78 16







V1. BUDGET COMMITTEE RECOMMENDATIONS

As stated in the overview section, the Committee recommenda-
tion has been developed on a realistic deficit reduction plan based
on the following general principles which provide that:

1. Domestic and military savings in the Federal budget must
and can be achieved.

2. This Nation’s contract with Social Security beneficiaries
should not be changed.

3. This Nation’s military build-up must be moderated.

4. This Nation has a responsibility to help the neediest in
our society.

5. The erosion of our tax base, and the growth of abusive tax
shelters, must be halted.

6. Real growth in Federal programs that we as citizens deem
essential now, must be paid for now by us not by mortgaging
the economic position of future generations.

Highlights of the recommendation are as follows:

® Domestic Spending

—Most discretionary programs would be held to a 3.5 percent
nominal increase each year. This increase is below the rate of
inflation and would result in savings over the next three years.
The Committee amendment would provide modest growth over
the CBO baseline of $2.85 billion in outlays over three years in
those discretionary programs targeted to the neediest of our so-
ciety. This addition results in a net savings in non-defense dis-
cretionary programs of $4.60 billion over three years.

—Entitlements would be reduced by $12.35 billion over the next
three years. Trust fund supported social security programs
would be exempted from any reductions, as would means-
tested entitlement ﬁrograms, and changes caused by demo-
graphic factors. With the savings assumed by the Committee,
total spending for the remaining entitlement programs would
be held to 3.5 percent per year. Also, the recommendation as-
sumes additional outlays of $2.15 billion over three years,
which could be used to Kmd increases in entitlement programs
such as social security disability insurance, nutrition, and pre-
ventive health care for infants and pregnant women from low-
income households. This increase of $2.15 billion offsets the
other entitlement reductions for a net savings of $10.20 billion
over three years.

® Military Spending

—dJust as massive amounts of domestic spending do not in and of
themselves assure a stronger society, massive amounts of mili-
tary spending do not in and of themselves assure a stronger de-
fense. The time has come to moderate the enormous military
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buildup which has occurred for the past three years and which
this administration proposes to continue. The time has also
come to pay now for any additional real growth in military
spending. The Committee will offer an amendment to provide
3.5 percent real growth in military spending. That real growth,
amounting to $44.8 billion over the next three years, would be
accompanied by taxes to pay for this growth.

® Revenues

Revenues should be increased by $49.8 billion over the next three
years to finance real growth in defense and in programs to main-
tain the social safety net for the needy and the handicapped. The
revenue increase is needed to prevent further deterioration of the
fiscal situation by stabilizing the deficit at about its current level,

penltliing future policy changes to place it on a long-term declining
path.




A. Domestic Spending

1. DISCRETIONARY PROGRAMS

The recommendation adopts a modified freeze approach to re-
straining Federal spending for non-defense discretionary programs.
The modified freeze allows nominal growth of 3.5 percent over the
1984 program level for these programs. This results in savings be-
cause 3.5 percent is less than the inflation rate assumed in the
House Budget Committee baseline (5.2 percent in 1985, 5.0 percent
in 1986 and 4.8 percent in 1987).

Domestic discretionary programs have experienced negative real
growth during the past three years and adjustments are necessary
to maintain service levels. The CBO estimates that outlay de-
creases of about $76 billion have occurred in non-defense discre-
tionary programs between 1981 and 1984; cumulative reductions
totalling $247 billion are estimated between 1981 and 1989.

Although overall spending limits are necessary to achieve steady
deficit reduction, there are some high priority Federal responsibil-
ities which will require increases above the 3.5 percent limit. The
recommendation therefore, allows a real increase for certain low-
income programs, such as nutrition, food stamps, health, training,
higher education for needy students including historically black
colleges, and elementary and secondary education programs for
handicapped and disadvantaged students. This would add $2.85 bil-
lion over three years to the non-defense discretionary program cat-
egory. This addition results in a net savings in non-defense discre-
tionary programs of $4.60 billion over three years.

The recommendation assumes a pay-as-you-go amendment which
includes financing the real increases for these programs through
an offsetting revenue increase.

The total amounts available for non-defense discretionary pro-
grams under the recommendation will be available for the Appro-
priations Committee to allocate among the individual non-defense
discretionary programs.

2. ENTITLEMENTS

The table below lists the entitlement and mandatory spending
programs which are fully funded in the Committee recommenda-
tion at the CBO current policy level. Social Security and the Hospi-
tal Insurance component of Medicare receive full funding since
these funds are largely self-financed through the payroll tax. Fur-
ther, the financing of Social Security was reformed last year in the
Social Security Act Amendments of 1983, P.L. 98-21. In addition,
all means-tested entitlement and mandatory spending programs
are fully funded. Means-tested entitlements were exempted because
(1) since 1981 these programs have been cut by $27.45 billion and
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(2) only 12 percent of the spending growth in entitlement programs
can be attributed to means-tested programs. Obviously these pro-
grams are not the major source of growth. The one-quarter of the

upplementary Medical Insurance program financed through bene-
ficiary’s premiums is included in the category which is exempt
from the modified freeze. Finally, the cost increase due to demo-
graphic changes in all other entitlement programs is exempt from
the modified freeze.

The savings from limiting the remaining entitlement programs
to 3.5 percent nominal growth were not allocated by program on a
pro-rata basis. Instead, the approximate savings formed the recon-
?mfahtil:n targets for which specific assumptions are described later
in section.

FULLY FUNDED ENTITLEMENTS
[Owtiays in bilions of doMars)

Programs fully funded:
* Means-Testad:
Child DUEITHON ...t e mm e ss s ensssassnes 4.10 440 4.60
Food stamps........ 11.80 12.60 13.05
$S! 9.30 975 10.20
[ 2SO 23.05 2465 285
RFD ...ttt ressems e memssass e mass s ssnn At s RRASA eSS ARSI R AR SR 7.85 8.15 845
BSL.....ceee e s e s et RS TRS ab SRR 305 295 295
Family social SBIVICES. ................cooivicieett et 050 055 0.60
Eamed income tax credi.......................oo 1.05 1.00 0.95
VOtorans' POnsSIONS. ....................cco.coovemnsrceosmimesssssensessssreseeseesseesnnns 4.00 4.10 420
(Subtotal) ..o, (64.70) (68.15) (71.85)
e QOther:
25 percent of supplemental medical msurance : 6.15 1.15 825
Demographic increase in non-axempt programs........................ 0.15 1.10 155
Total: programs fully funded....................ccooncoerrciorvessrrann. 306.55 12890 354.60

The table below details the entitlement savings assumed in the
Committee recommendation. Following the table is a more detailed
description of the individual items.

ENTITLEMENT SAVINGS
[in bilhens of dellars)
1986 1%7 Total
BA 0 outisy
BA 0 BA 0 savings
CBO Current PolCY? .........ccoooervvevvevcraeeaaresssanecsnssssessmneenns 49490 42635 53855 45430 58215 48175 ...
Function 350: Agriculture:
e Farm price support savings ... —005 005 —0.00 ~080 170 170 -2%5

IORN PrOEYAM...........ocoerrereseennrisecmeareerrsssaseens -020 —015 —020 -—-025 -—-020 -—060
o Modicare SBVIRES.................oooooooooeeecie e ~100 ~100 —135 -—-135 -—165 -16 -—400



31
ENTITLEMENT SAVINGS-—Continued

{in biltions of doflars]
1336 1587 Total
BA 0 outlay
BA 0 BA 0 savings
Function 600: Income Security
+ Federal employee retirement:
—Dalay COLA's.........occco e =058 e =100 .., =110 -—265
—Extend Half-COLA ................ooo e crremseecrmesnarecrrsaree s —-030 ... —-070 —1.00
¢ Child support enforcement..................cccccceve.. (3) (# —005 005 —010 —010 —015
* Pension Benefit Guaranty Corporation...............cccoevee.. =015 e =015 e —020 —-050
Function 700 Veterans:
e VA pensions ....... SRR | 1 | - —005 -—-005 —005 -—005 --0.15
= VA guarantesd housing loans.......................c......... () —010 4010 —015 —005 —015 —040
Administrative reforms in the guaranteed hous-
ing loan program.............c...ccccermerneene. —010 —025 () —005 —020 —005 —0.35

TOBL.....oooceeenmreconesesrseessestenssssessascasassensessssnsaner —120 —235 —230 —410 —400 —590 —1235

L All satitiements, including sxcludad programs.
2 Jess than $25 million.

EXPLANATION OF ENTITLEMENT SAVINGS

—Farm Price Supports
The farm price support program savings assumed in the Com-
mittee recommendation would reduce spending by $2.55 billion
during fiscal years 1985-87. Current CBO estimates indicate
that without some modifications, these programs will cost
$35.25 billion over the three years. The reduction assumed in
the Committee recommendation provides a first step toward
curbing the costs of these programs. A complete target price
freeze, as proposed by the President, would reduce spending by
$4.25 billion over the three year period. The Committee recom-
mendation would not require permanently freezing commodity
target prices, thereby preventing drastic dislocation within the
American agriculture community.

—SBA Disaster Loan Program
The SBA reductions assumed in the Committee recommenda-
tion would reduce spending by $0.60 billion during fiscal years
1985-87. The savings are included in H.R. 4169, which has al-
ready passed the House and is awaiting Senate action.

—Medicare
The Committee recommendation instructions call for $4 billion
in savings to be achieved from reductions in medicare outlays.
It is the Committee’s intention that none of the savings direct-
ed to be achieved shall come from provisions that increase
costs to beneficiaries or reduce services provided to benefici-
aries. It is the intent of the Committee that savi shall be
achieved through provisions which improve control over pro-
vider costs and reimbursements in such a way that benefici-
aries will be protected from additional costs or reductions in

services.
—Federal Emﬁloyee Retirement
The Federal employee retirement reductions assumed in the

Committee recommendation would reduce spending by $3.65
billion during fiscal years 1985-87. Current CBO estimates in-
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dicate that without some modifications the government will
spend $132.65 billion on Federal employee retirement during
the same period. The Committee recommendation assumes
that civilian and military COLAs will be delayed. This propos-
al is included in H.R. 4169, which passed the House last fall
and is awaiting Senate action. In addition, the proposal as-
sumes extending permanently the half COLA provision for ci-
vilian and military retirees under age 62. The provision cur-
11-3181213; in effect is scheduled to expire at the end of fiscal year

—Child Support Enforcement
The child support enforcement reductions assumed in the Com-
mittee recommendation would reduce spending by $0.15 billion
during fiscal years 1985-87. This assumes enactment of H.R.
4325, Child Support Amendments of 1983, which unanimously
passed the House on November 15, 1983.

—Pension Benefit Guaranty Corporation (PBGC)
The PBGC reductions assumed in the Committee recommenda-
tion would reduce spending by $0.50 billion during fiscal years
1985-87. This assumes enactment of the President’s proposal to
increase the single-employer premium from $2.60 to $7.00 per
employee per year. This is the amount of premium increase es-
timated as necessary to cover projected claims and to amortize
the fiscal year 1985 program deficit of $0.60 billion.

—Veterans’ Pension
The Veterans’' pension proposals assumed in the Committee
recommendation would reduce spending by $0.15 billion during
fiscal years 1985-87. The recommendation would conform the
‘'VA pension program to the VA compensation program by re-
pealing retroactive pension benefits. Absent change, the VA
pension program is estimated to cost $12.35 billion during
fiscal years 1985-87.

—Veterans’ Housing Loan Program
The VA housing loan program proposed legislation assumed in
the Committee recommendation would reduce spending by
$0.75 billion during fiscal years 1985-87. The Committee rec-
ommendation assumes $0.35 billion in savings from legislation
to implement administrative reforms which the CBO outlines
in a forthcoming report on the VA loan guaranty housing pro-
gram. In addition, the Committee recommendation assumes
that $0.4 billion will be credited to the VA housing loan revolv-
ing fund from increasing loan origination fees from 0.5 percent
to 1 percent (no expiration date). The current loan origination
fee expires September 30, 1985.

MoDEST ENTITLEMENT INCREASES

Also, in entitlement programs, the Committee amendment as-
sumes an increase in outlays of $2.15 billion which could be used to
fund increases in programs such as social security disability insur-
ance, nutrition, and preventive health care for infants and preg-
nant women from low-income households.




B. Military Spending

The Committee recommendation provides for growth in defense
over the fiscal year 1984 current level equal to the rate of projected
inflation for fiscal years 1985 through 1987. The inflation rates as-
sumed are those used by the Defense Department in developing its
fiscal year 1985 budget request. A Committee amendment provides
for an additional 3.5 percent growth each year. The Committee
amendment would finance this additional funding by raising addi-
tional revenues. The Committee amendment for National Defense
totals $63.2 billion in budget authority and $44.8 billion in outlays
for the three fiscal years 1985 through 1987. .

The Committee recommendation, together with the additional
funding in the Committee amendment, provides for 3.5 percent real
growth for defense funding for fiscal I~frears 1985 through 1987. This
is based on the premise that our Nation should have a defense
second to none, and would continue the defense build-up of the last
several years by providing an increase for fiscal year 1985 of $21.6
billion in budget authority over the fiscal year 1984 current level
and a three year cumulative increase of $139.5 billion.

While it recognizes the need to continue the defense build-up, the
Committee recommendation reflects the belief that the time has
come to moderate defense funding increases. It should be noted
that the Committee recommendation does not mandate reductions
from current defense funding but rather would slow the rate of
proposed funding increases. The belief that the defense build-up
should occur at a more reasoned and efficient pace has become
widespread both within Congress and among many outside defense

experts.

(E:'iticism that the Committee recommendation is inadequate be-
cause it does not provide all of the funding requested b{ the admin-
istration, should be dismissed because by any reasonable standard
the Committee recommendation provides for significant growth to
an already substantial defense budget. The fumg level of $285.7
billion recommended for fiscal year 1985 would represent the sixth
consecutive year of growth to the defense budget. The level of de-
fense funding recommended for fiscal year 1985 is 96 percent great-
er (45 percent in real terms) than the fiscal year 1980 level. The
funding recommended for fiscal year 1987 is 131 percent ater
(56 percent in real terms) than the fiscal year 1980 level and would
represent the 1 t level of defense funding in real terms for any
year since the end of World War II, including the Korean and Viet-
nam War periods. The Committee recommendation would more
than fulfill the 1979 pledge of the NATO allies to increase defense
funding by three percent real growth each year.

The Committee recommendation takes into account the fact that
we live in a dangerous world and that we require an enhanced mil-
itary capability. But it also recognizes that national security en-
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compasses more than just military strength. The Committee recom-
mendation reflects the belief that our economic and social infra-
structure are also vital elements of our strength as a nation. It
would be reckless for the country to underfund its defense needs.
But it would be careless and wasteful to overfund defense while
there are so many other important needs, when deficits are so stag-
gering, and when the United States should have no interest in ac-
celerating the arms race.

Accordingly, while the Committee recommendation would contin-
ue the defense build-up by providing significant real growth for the
next three years, it would also help to reduce the deficit substan-
tially. The Committee recommendation provides defense growth
above the fiscal year 1984 current level of $139.5 billion for the
fiscal year 1985-87 period, while still achieving a deficit reduction
of $96.6 billion when compared to the President’s January budget
request.



C. Revenues

In its pay-as-you-go amendment, the Committee recommends a

package that makes priority spending increases subject to the disci-
pline of pay-as-you-go. The amendment provides for the revenue in-
creases necessary to support real (inflation-adjusted) increases in
defense, the principal budget priority stressed by the President,
and an essential level of domestic programs to maintain the social
“safety net.”
- The Committee calls for a pay-as-you-go approach rather than
the administration’s borrow now, pay-later approach. The pay-as-
you-go amendment rejects the view that there is no difference be-
tween borrowing and taxing, and that tax increases are unneces-
sary.

Taxes put government on a pay-now basis under which current
government services are e({Ja.id for more by foregone private con-
sumption than by reduced investment or borrowing from abroad.
Through taxes the costs of government can be distributed fairly.
Heavy borrowing puts government on a haphazard pay-later basis
that pushes up interest rates, boosts the foreign exchange rate,
causes distress in trade and interest-sensitive economic sectors, and
ultimately crowds out investment.

Higher interest rates ‘“tax our grandchildren” because they
crowd out investment and lower the stock of capital that will pro-
duce future prosperity. Higher interest rates also tax the future in
the form of higher debt payments to foreigners and tax increases
needed to pay interest on the national debt. But it is not just our
grandchildren who pay. A deficit-dominated economy reduces our
own current housing, business investment, export industries and
those that compete with imports, and state and local public invest-
ment.

The revenue increase required by pay-as-you-go over fiscal years
1985-1987 is $49.8 billion dollars. This revenue increase and the
corresponding revenue floor should not be construed as a recom-
mended ceiling on revenues. Further efforts to broaden the tax
base and improve the fairness of the tax code, especially if dedi-
cated to reducing the deficit, could improve fiscal policy. For in-
stance, the Pease-Geghardt-Moody—McHugh plan will, in all likeli-
hood, be made in order as an amendment to the First Concurrent
Budget Resolution for fiscal year 1985. This proposal for a revenue
increase of aproximately $29 billion over three years provides that
such additional revenues be used exclusively for deficit reduction.
However, the Committee takes no position with respect to any
amendment to the budget resolution other than the pay-as-you-go
amendment incorporated in the Committee’s overall recommenda-
tion.

The 1985-1987 revenue recommendation corresponds closely to
the gain over the same years for the Tax Reform Act of 1984 al-
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ready reported by the Committee on Ways and Means (March 5,
1984) and the $48 billion revenue target announced by the Senate
Committee on Finance. No modifications to H.R. 4170 are needed,
since the required minor changes could be accomplished in confer-
ence with the Senate. The recommended revenue target in 1985 ac-
commodates a $75 million revenue loss from minor changes in
trade and tariff legislation.

The Tax Reform Act of 1984 was reported on a bipartisan basis
and was designed to:

® reduce the deficit,

@ reduce tax base erosion,

@ improve tax equity, and

® improve tax administration and compliance.

The strong actions taken to curb exploitation of tax shelters, un-
taxed sources of economic benefit, and flawed tax administration
will prevent the majority of taxpayers from bearing the burden of
the effort to pay-as-you-go and reduce the deficit.

Appendix C of this report enumerates the tax preferences in
today’s tax code.

SUMMARY OF COMMITTEE AMENDMENT REVENUE RECOMMENDATION
{in billiens of dollars and fiscal years]

1985 1906 197

Revenues under current law basefine and Committee resolution (unamended)... $733.00 TN $863.50
Revenue increase: This increase puts the amendment on a pay-as-you-go

basis. The revenuve target corresponds closely to H.R. 4170 as modified

and reported by the Committes on Ways and Means on March 5, 1984,

and the revenue target of the Senate Committee on Finance.......................... 9.78 17.65 245
Revenve decrease accommodation: The recommandation accommodates an

allowance of $75 millien in 1385 and future years for minor changes in

trade and tariff provisions. In a departurs from past policy, the Ways and

Means Committes, in its letter of March 15, declared its intent that any

other proposals to reduce revenue would be offset in the same legisistion

Total revenue ChaNEEs ..............cccccveceiirmuerice e e snnsasis 9:10 17.65 245
ROCOMMENAIEION ... iiirsiss bt ceens s essnessssesessessmssessssmssansanes TA2.70 81255 88595

Erosion of Revenues

The Committee amendment recommends rebuilding the revenue
base after the Economic Recovery Tax Act of 1981 sharply reduced
Federal revenues beneath what they would have been under prior
law. The Tax Equity and Fiscal Reponsibility Act of 1982, the High-
way Revenue Act of 1982 and the Social Security Amendments of
1983 only partially restored these revenues. The net effect has been
a large and growing revenue loss, rising from $39.6 billion in Fiscal
Year 1982 to $238.6 billion in Fiscal Year 1989, as shown in
Table 1.
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TABLE 1.—CHANGES IN REVENUES FROM MAJOR LEGISLATION ENACTED [N 1981, 1982
AND 1983

(in billions of dotiars and fiscal years]

1942 1983 1984 1985 1386 1987 1982 1989

Revenues under law prior to ERTA................. 6574 6731 7562 8503 9461 10437 11489 12544
Economic Recovery Tax Act of 1981................ —402 —908 —1354 —1659 —2099 2483 —281.9 —3207
Tax Equity and Fiscal Responsibility Act of

1982 . 162 341 370 M8 525 508 475
Highway Revenue Act of 1982 % .........oooocr 15 41 42 44 45 46 A7
Social Security Amendments of 1983 .................crosvrrescrenon. 61 86 88 107 24 26
O coesresers e 5 6§ —22 -—13 5 3 1 1
Net legislative actions.._................oocore _396 —725 932 —117.3 —1512 —1802 —2038 —2386
CBO curent poficy baseline ...............cconccn 6178 6006 6630 7330 7949 8635 9451 10158

! Figures reflect airport and airwsy, and highwey trust fund revenues at current tax rates extended through 1989.

Shift in Revenue Sources

Over the past thirty years there have been major changes in the
composition of Federal revenues, as shown in Table 2. Table 2
shows that under current policy the proportion of Federal revenues
derived from social insurance taxes will increase from 11.1 percent
in 1950 to 37.6-percent in 1989, while the share from corporate
income taxes will sharply decrease from 26.5 percent to 8.4 percent,
and the share from estate and gift taxes will fall from 1.8 percent
to 0.5 percent.

TABLE 2.—REVENUES BY SOURCE UNDER PAST AND CURRENT LAW
[Percentages and fiscal years]

1950 1960 1970 1580 1985 1987 1989

Individual income tax »se 4.0 469 472 “us 459 470
Corporate income tax ........ %5 22 170 125 82 94 84
Social Insurance tax and contributions............cc.cooveiveeneee 111 159 280 305 36.7 370 76
Excises 191 126 81 47 51 7 a3
Estate and gift taxes - 18 17 19 12 8 S5 5
Custom Duties................ 1.0 12 13 14 15 14 13
Miscellaneous recoipls ... v I ] 13 18 25 22 21 20

Multiyear perspective—Revenues

[In billions of dollars)
Fiscal year:
1980 BCLUAL ...ttt caraesse s ssasbeserssassssnsbosssnssessbessasasessssasseraaon 517.1
1981 ACLURAL ..ot caresceeesen e e e s nsanssressessssenssssnesesansessasnseberansensaras 599.3
1982 BCLUAL..........o e etee e er st sasssres s s s s se e sesssse e r e s se s s e ensne e msans 617.8
1983 BCLUAL.........ccomecreeriereiiccecriencvanstrnessreressnresensasssessrssnseressess e rasesnssatsbensassnses 600.6
1984 Second Budget Resolution Jan. 19...........covniineinneninisninssensens 679.6
1984 Administration’s uest (February 1, 1984) ..o 670.1
CBO Current Policy Baseline (March 9, 1984).............coooeevveeeeiierereieeeercenensererennens 663.0
Administration’s Request Reestimated by CBO..........cc.ovcounrerninenniecssncsnensincsnssnnnne 665.0
Fiscal Year 1984 Recommendation............cccuuveimmsesensesnnsesessnsissesssssnsiessssssssases 664.9
Fiscal year 1985:
Administration’s re(Lt;:t (Feb: 1, 19B4).....ccivirrirnnrrrnenrnereresersssesnesnnnns 745.1
CBO current policy line March 9, 1984) ¥ ...t 733.0
Administration’s request reestimated by CBO ..........cccccoceuoivrrnrrnnerernnnenens 741.3

Recommendation including Committee amendment.................ccccoccoerireeurnne 742.7
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Fiscal year 1986:
Administration’s request (February 1, 1984)...........cccecerererernrnnirnessserresesasnenes 814.9
CBO current policy baseline (March 9, 1984) 1 .........cccooivriicicrernnnsesnsnrnesenns 794.9
Administration’s request reestimated by CBO ...........cocccconerinioeinicenenecencennes 807.1
Recommendation including Committee amendment........c..c.cccorereerurerenssenanns 812.55
Fiscal year 1987:
Administration’s request (February 1, 1984)..............cccoocconviencnirssnncsirares 887.8
CBO current policy baseline (March 9, 1984) 1 ................ccocrvvvcnrrencrnecarnsrarenes 863.5
Administration’s request reestimated by CBO..............ccccomccencnnrcsnrennss 878.3
Recommendation including Committee amendment..........cccccoreerrecearassesnncns 885.95

1 The HBC basgeline and Committee resolution revenues, before amendment, are the same as
the CBO current policy baseline.



D. Administrative Savings

The Committee recommendation assumes administrative savings
of $2 billion over the period :1985-87. These savings are assumed to
-be achievable by implementation within the administration of even
a-modest-number of the administrative savings proposed by the
President’s Private Sector Survey on Cost Control (commoly known
as the Grace Commission).

The Committee recommendation is based on the fact that over
the past several months, much attention has been focused on re-
. ports issued by the Grace Commission. These reports contained rec-
ommmendations which the commission claimed would save over $400
billion over three-years when fully implemented. The commission
characterized its recommendations as reducing program waste, cor-
recting systems failures, improving personnel management, and at-
tacking structural deficiencies.

In response to a request from the House and Senate Budget Com-
mittees, the Congressional Budget Office (CBO) and the General
Accounting Office (GAQO) issued a joint report which analyzed
about 90 percent of the potential three year savings estimated by
the Grace Commission. The CBO-GAO analysis found that the po-
tential savings the might result in 1985-—g7 from implementing
most of these recommendations would be significant but much
smaller than the three-year savings projected by the commission.

The bulk of the potential savings relate to the Grace recommen-
dations that would require significant changes in current laws and
policies. Most of the Grace recommendations, however, involve var-
ious management improvements that could be implemented admin-
istratively. This is the particular area of savings to which the Com-
mittee recommendation applies. These improvements could involve,
for example, encouraging the use of electronic fund transfer; reduc-
ing the size of Government vehicle fleets; extending the federal tax
deposit system to individual estimated tax payments; accelerating
collection of customs duties; and, accelerating deposits by IRS Serv-
ice Centers.

The Committee also urges the administration to respond to an
earlier request to provide this Committee with a list of Grace Com-
mission savings that the President indicated were already incorpo-
rated in the February budget submission. Such a list would have
been very valuable in developing the First Budget Resolution for
1985; however, the Committee is still interested in this information.

Finally, Section 4 of the resolution includes sense of the Congress
language calling for the executive branch to achieve these savings
and for the President to report to the Congress each year, in con-
junction with the annual budget submission, on the progress made
in this effort. For purposes of this section of the resolution, the
term savings refers to the estimates contained in the CBO-GAO
analysis mentioned above.
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E. Credit Budget

The Committee recommendation includes nonbinding credit
budget reccommendations for fiscal years 1985 through 1987. This
follows the example of the nonbinding credit budget targets con-
tained in the 1983 and 1984 Budget Resolutions. The recommenda-
tion also contains revised 1984 credit budget targets. The following
table compares the credit budget recommendations to the current
policy baseline and the President’s February budget:

[in billions of dolars)

1984 1985 1986 1987

Current policy baseline:
Direct loan obligations .....................ccccoocnnnivenncrnincrinn. 60 3775 AN A0S
Primary guarantee commitments................c.co.ovevrrvvreensrsnersrrnemremmnrrenmeereemeee. 109,19 11068 117.90  124.60
Secondary guarantes commitments........... - . 6825 7140 7460 7755
President's February budget:
Direct loan obligations ......... oo reuaseessaa e an e s e AR R R b e 378 3170 3235 3200
Primary guarantee commitments......................coreer e ssrssaesivsaneenns 9735 9380 9690 9970
Secondary guarantes commitments......... - 6825 6825 6325 685
First budget resolution recommendation:
Diract boan ObBGEtONS ... st stner s 3750 3750 3995 4045
Primary guarantes commitments............. 10515 11115 11740 123.15
Secondary guarantea commitments.................ccoovcorrrerrccen e s 6825 6825 6325 685

® The credit budget is a separate accounting of new direct loans
and loan guarantees issued by Federal agencies. The credit budget
overlaps and complements the spending budget, which includes the
cash flow effects of Federal credit programs.

® The nonbinding credit budget recommendations are based on
the same assumptions as the spending recommendations. Discre-
tionary credit programs are assumed to grow 3.5 percent in nomi-
nal terms over the 1984 program levels.

® The recommendation for entitlement credit programs—of
which the major ones are CCC farm price support loans, guaran-
teed student loans, and veterans home mortgage guarantees-—are
tied to the spending recommendations for those programs. Unless
there are specific reductions or proposed real increases included in
the spending recommendations, entitlement and mandatory credit
program recommendations are based on current law estimates for
those programs.

The following table shows the nonbinding credit budget targets
by funection, including the revised 1984 credit budget targets:
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CREDIT BUDGET RECOMMENDATION BY FUNCTION

(In bittons of dollars)

Function

Revised 1984 Credit Budget

1985 Racommandstion

Direct
Loans

Primary  Secondary
Guaran- Guaran- m
toes toes

Primary  Secondary
Guarsn-
foas

Direct
=

mmmsuumwmw

y a1 3 U

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

350: Agriculture

370: Commerce and Housing Credit .......................cc......

400: Transportation

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

450: Community & Regionsl Development................

mmmrmammmsml

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

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

52.50

111.15




F. Revisions to the Fiscal Year 1984 Budget

The second budget resolution for fiscal year 1984, requires a revi-
sion to be consistent with the fiscal year 1985 recommendation to
reflect the revised economic forecast, reestimates of spending, and
action of the First Session of the 98th Congress.

Section 5(a) of the conference report accompanying H. Con. Res.
91, The First Concurrent Resolution on the Budget for Fiscal Year
1984, stated that: ‘‘If Congress has not completed action by October
1, 1983, on the concurrent resolution on the budget required to be
reported under Section 310(a) of the Congressional Budget Act of
1974 for the 1984 fiscal year, then this concurrent resolution shall
be deemed to be the concurrent resolution required to be reported
umi:ei Section 310(a) of such Act for the purposes of Section 311 of
suc !

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

Revision
Budget AULROTILY ...........ooeiieeeeeeeeceeceeceste e e s sr e ae e sasene e e srbseneseas 915.50
OULIAYS ...t sess st e b abe s ase s e sraresananssantasbabsasaesensasss 853.90
REVENUEE .........oovveeetceerertsereessessreraessmsesssenesassssssssssessossassarsassssessessenss sessasassanernsnssss 664.90
DIREICHL ... it stt sttt s s steemrsme s e e s s s seeses sreseasasesbbaas sabsasnabeanmssneratrates 189.00

The following list includes those items assumed in the proposed
revised second budget resolution. It includes discretionary program
supplementals requested by the administration and legislation
pending before the Congress. The discretionary supplementals are
not assumed in the CBO baseline for 1984, which only reflects en-
acted legislation and pending mandatory supplementals for full
funding of entitlement programs.

fin mililons of dollars]

Function/Program et 1

avthority eutiays
050—Cantral Intelligence AQenCY ... e 21 21
150—Aid to Central America (Kissinger COMMESSION) ............coorrn oo censsrersnsaanes 659 153
Food for Peace (HJ. Res. 892) ..o 150 137
Multilateral Davelopment Bank and other foreign aid............ccco e 35 21
State Department activities....................c..... k) | 18
270—Energy preparedness and snergy Fegulation...................ocmicrimmnamcins s s 3 3
Geological Survey... revens e seasassossre et st seaae 1 13
EPA—Rosaarch and developmint..................coocmcmmsmmnesinsse s massssnss é 1
300—Mational FOrest SYStm .............coo oot sstie s bse s ssssssasssstrasasses s s ssssssanpesssasies k| u
SUITBCR MUMING.............connrrrreserenasnssocsscnssssessassssiepissserssbsmats s R RS SRSASS 080 a0 s R0 5 2
Fish and Wiidiife 1 1
NAtONE] PorK SEIVICE. ..............ccoovmeiricirecersirescrecreseas s sse s retes s semasesras hanss st bat s ens s sbrsontns k| 3
Bursau of INGIBN AIFAIFS ....................oeeece et sesssssansmasnss s sisras " 14
EPA—Hazardous Wasts ..................cccoormrecmmsamrmersistesstsnressnsiinss 50 ]
EPA hazardous waste (H.R. 2BB7)...............cocomvuermrcmmorcrmnsnssrncscrcccrmsssrssspmssmtusssmssssstsss ssossms 270 8l
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350—Federal Crop Insurance COrPOration...............coooimn s mens e 100 ... ... ...
CCC farm price snpport programs (H RAOTZY ...t anes oens sbsstssrssrase s 640
400—Railroad fitigation.... 17 17
Amtrak ... - ceeres b ar s e aA e AR e aA e e ree | pRRSERnpERSesbne R eeE e er e 108 109
Federal Amtnon Mmumstrauon 8
Coast Guard—UOperating expenm .......................................................................................... 6
Civil Aeronautics Board.... 2 1
Reconciliation (H.R, 4969) ....................................................................................................... -5
Reconciliation (H.R. Q169 ... ...t srran s e ma e e e —70
Student ﬁmncnl asststanu ...................................................................................................... 10 ..o
HIGNEE BAUCALION. ............oovoueemnreenmseeemso s st esas s reseset s sneniase -4 -
Department managemnnl ............................................................. etk ereenes ererenas st ensraneres 2
570—Hospital insurance... .
700-—Veterans’ madu:al cm 15
750—Law enfomment activitios ... i)
Foderal Prison System 9
ubrary of Congress Buildmg—llaintenance and npalrs 112
Bureau of Gouammnnt Fmance—-Operatlons 1
900—Disability insurance (H.R. 3755).... 10

—
oo M

~——§¢

n
ud

32-727 0 - 84 - 4






VII. DEBT SUBJECT TO LIMIT

The Committee recommends public debt levels for the end of
fiscal years 1984, 1985, 1986, and 1987 calculated as follows:

PUBLIC DEBT SUBJECT TO LIMIT

Resolution comenittes
amendment

Fiscal year 1984 debt:
Debt September 30, 1983 $1,378.00 $1378.00
Trust fund surplus ﬁml yur 1984 2800 28.00
Off-budget outhys fiscal yoar J9BA .. ... . . e s i 15.15 15.15

Fiscal year 1985 debt:
Debt September 30, 1984 (eshmatod) 1,595.80 1,595.80
Fiscal ysar 1335 deficit.... 17855 17545
Trust fund surplus fiscal yur 1985 47.90 47.90
Oﬁ-budlet outlays fiscal yoar 1985 ... s 14.60 14.60

Fiscal year 1986 debt:
Debt September 30, 1985 (estnmatun 1,837.30 1834.20
Fiscal year 1986 deficit.... 174.10 172.30
Trust fund surplus fiscal yur 1985 58.70 58.70
Off-hldget outiays fiscal yoar 1985 ... snrrarsennreees 14.20 ) L.

Fiscal year 1987 debt:
Debt September 30, 1936 (eshmated)......__......... 2,086.15 2,081.25
Fiscal year 1987 deficit.... 177.10 182.00
Trust fund surplus fiscal yur 1981 66.70 66.70
Off-budget outlays fiscal yoar 1987 ... .. . 15.30 15.30

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

(45)
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DEBT SUBJECT TO LIMIT
[in bilions of dolars)

Actual

- ]m L E R B R R b dd e r e bl F AT R s o e TR A TR T PR TN AT I RN R N ARt IR TR R TR RNy mg
l“l L T T P P P AT R PN T T PSP R Y T} m-a
lm ....... TR L R R AL A A R AR A AR AR SRR RAE AR AR AR R 1,378.0

Current palicy , Commitiee.

1985....... . S 1,864.40 183420
1986........ . OO 11255 2,081.25
1987, 2523.10 2,341.25
1988 . 2,913.95 (')
1989 . 3,342.30 (*)




VIIL. IMPLEMENTATION OF THE RESOLUTION

The adoption of a budget resolution will mark only the beginning
of the budget process. For the budget plan incorporated in this res-
olution to be realized it must be implemented. The resolution as-
sumes implementation of the budget plan in a variety of ways.

ENFORCEMENT PrOCEDURES CONTAINED IN THIS RESOLUTION

RECONCILIATION INSTRUCTIONS

Section 2 of the resolution contains reconciliation instructions di-
recting eight House committees to consider legislation to change
spending for fiscal years 1985, 1986, and 1987 sufficient to achieve

e poli(c’y0 changes in direct spending assumed.

The Committee amendment included in this report includes
instructions to the House Committee on Ways and Means to report
legislation increasing revenues by $9.70 billion in fiscal year 1985.
In keeping with the pay-as-you-go structure of the Committee
amendment, reconciliation instructions in the amendment also ex-
press Congress intent that in fiscal years 1986 and 1987 revenues
be increased by $17.65 billion and $22.45 billion, respectively.

BACKGROUND

The Budget Act contemplated that it might be necessary to im-
plement a procedure, known as reconciliation, in order to imple-
ment the policies implicit in the budget resolution. Under the
framework set forth in section 310 of the Congressional Budget Act
the reconciliation process would be implemented in the second
budget resolution for a given fiscal year. However, Congress has
utilized the reconciliation process in conjunction with the First
Budget Resolution since fiscal year 1981.

Section 301(b)2) of the Budget Act Frovides the authority for this
action. The section provides that the first budget resolution may re-

uire any procedure “which is considered appropriate to carry out
the purpose of this Act”.

WHAT THE RECONCILIATION INSTRUCTIONS PROVIDE

Reconciliation instructions contained in the First Budget Resolu-
tion for fiscal year 1985 direct eight House Committees to reﬁgz::
legislation reducing outlays by $2.35 billion in fiscal year 1985. Rec-
mi.zing the need to reduce future deficits as well, the instructions

express Congress intent that in fiscal years 1986 and 1987 out-
lays be reduced by $4.10 billion and $5.90 billion, respectively.

e reconciliation instructions in the resolution reflect several
savings measures encompassed in the Omnibus Reconciliation Act
of 1983, H.R. 4169, including a Federal Employee Retirement
COLA delay and Small Business Administration Disaster Loan As-

4"
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sistance. H.R. 4169 passed the House on October 25, 1983 but has
yet to be acted upon by the Senate. The reconciliation instructions
in the resolution also call for $4 billion in savings to be achieved
from reductions in medicare outlays. It is the Committee’s inten-
tion that none of the savings directed to be achieved shall come
from provisions that increase costs of beneficiaries or reduce serv-
ices provided to beneficiaries. It is the intent of the Committee that
savings shall be achieved through provisions which improve control
-over ‘provider costs and reimbursements in such a way that
peneﬁc_iaries will be protected from additional costs or reductions
in services.

The following House committees are affected by reconciliation
instructions in the resolution: Agriculture, Armed Services, Educa-
tion and Labor, Energy and Commerce, Post Office and Civil Serv-
ice, Small Business, Veterans’ Affairs, and Ways and Means.

Fact SHEET

RECONCILIATION SAVINGS

Reconciliation savings implicit in the recommendation total
$12.35 billion over three years. The reconciliation directive for the
specific entitlement reductions would include eight House commit-
tees: Agriculture, Armed Services, Education and Labor, Energy
and Commerce, Post Office and Civil Service, Small Business, Vet-
erans’ Affairs, and Ways and Means.

A breakdown of these savings follows:

1985 1986 1987

3-year total
BA 0 BA 0 BA 0 outlays
Agriculture:
» Target Price Reductions..... —0.05 —0.05 —0.80 —0.80 ~1.70 -1 —255
Armed Services;
+ Delay COLA's (Military)....... ) (~030) (.) (—040) (.0 (~04% (—1.15)

o Extend Half-COLA (Mili-
e ) (..) () (=025 () (—055) (—0.80)

Education and Labor:

= Pension Benefit Guaranty

Corporation ... =018 e =008 s, —-020 —050
Energy and Commerce ... (—=100) (-=100) (—13% (—135) (—165 (-—165 (—4.00)

Post Office and Civil Service:
* Federal Employee Re-
tirement:

— Delay COLA's! ... crenne —05 ... —100 . =110 -2.65
— Extend Half-COLA.. [EPTRRRORRR Y | I | SO —0.70 —1.00
Small Business:

» Small Business Adminis-
tration (SBA) disaster

loan Program! ... e —020 —0.15 -0.20 —0.25 —0.20 —060
Vetorans' Affairs:
e VApensions....................... —0.05 —0.05 —0.05 —-0.05 —~0.05 -0.05 -0.15
* VA guarantead Housing

* Administrative reforms in
the guaranteed housing
loan progream................cc.... =010 —0.25 —(3) —005 -0 —0.05 —-0.35

* =010 +0.10 ~0.15 —0.05 —0.15 —040
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1585 1585 1997 Syear total
BA 0 BA ] BA 0
Ways and Meany:
o Medicare savings ... —1.00 ~1.00 —135 —135 —1.65 —1.65 —4.00
» Child support enforcement .. {2) —{" —-0.05 —0.05 -0.10 -0.10 —0.15
Total oo, —1.20 —~235 —230 —4.10 —4.00 -59 123

I These provisions were included in H.R. 4169, last year's reconciliation bill, which passad the House on October 23, 1953
2 Less than $50 million.

A. How THE RECONCILIATION PrOCESS WORKS

Section 2 of the recommended resolution instructs the commit-
tees directed to implement spending changes to submit their recon-
ciliation recommendations to the Committee on the Budget not
later than May 1, 1984. The Committee on the Budget will assem-
ble the various recommendations into one omnibus reconciliation
bli1u ﬁrithout substantive revisions and report the omnibus bill to
the House.

B. GENERAL PROVISIONS

Section 3(a) of the recommended resolution states the Commit-
tee’s intent that wherever possible additional revenues, including
H.R. 4170 and any amendments thereto be used to reduce the stag-
gering deficits facing the nation in the foreseeable future, unless
those revenues are specificially earmarked for particular spending
programs.

Section 3(b) of the recommended resolution spells out the intent
behind the earmarking of revenues is in keeping with the Commit-
tee’s “pay-as-you-go” philosophy. Specific examples of legislative
initiatives to repair the “social safety net” are cited. It is also indi-
cated that deficit neutrality can be achieved through outlay reduc-
tions.

C. ADMINISTRATIVE SAVINGS

Section 4 of the recommended resolution contains sense of the
Co langu which directs the Executive Branch to reduce
the deficit by $2 billion over the next three fiscal years through ad-
ministrative savings. It also requires the President, in his annual
budget submission, to report on the Administration’s progress in
implementing such savings.

D. AutoMATIC SECOND BUDGET RESOLUTION

Section 5(a) of the recommended resolution %rovides that, if Con-
ess has not completed action on the second budget resolution by
ber 1, 1984, then the levels set forth in the first resolution
would become the spending ceilings and the revenue floor in fiscal
jAeca'.;r 1985 for purposes of section 811(a) of the Congressional Budget
Assuming Congress has not adopted a second resolution by Octo-
ber 1, the aggregate spending and revenue levels set forth in the
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first budget resolution would be the benchmark used in determin-
ing if a point of order would lie against a measure for breaching
the spending ceiling or revenue floor. The point of order would be
triggered regardless of the status of congressional action on any
reconciliation contained in this resolution.

_ Section 5(b) of the recommended resolution would exempt spend-
ing measures from the section 311(a) point of order is such a meas-
ure is within the committee’s section 302(a) total allocation of new
discretionary budget authoriti: or new spending authority for fiscal
year 1985 regardless of whether the aggregate spending ceiling is
breached or would be breached by enactment of such measure.
However, section 5(b) would be applicable only if the the aggregate
spending levels and revenue floor set forth in this resolution
become binding on October 1 as triggered pursuant to section 5(a)
of the resolution. It should be noted that under this procedure nei-
ther the total level of outlays nor a committee’s estimated outlay
allocation is considered.

Finally, section 5(c) of the recommended resolution provides that
if Congress subsequently adopts a second concurrent budget resolu-
tion for fiscal year 1985, all of the provisions of section 5 would
cease to apply.

E. “PaAy-As-You-Go”’ TrustT FUND AMENDMENT

Section 6(a) of the recommended resolution would exempt certain
spending in making the determination of whether a committee has
exceeded its section 302(a) allocation of new discretionary budget
authority or new spending authority, as described in section
401(cX2XC) of the Congressional Budget Act, for purposes of the
point of order as made applicable under section 5(a) and the excep-
.tion to the point of order under section 5(b) of this resolution.

This section only applies to sfpending which is derived from the
trust fund supported portions of the Federal highway, mass transit
and aviation programs. The intent of the language regarding the
aviation programs pertains only to the Federal Aviation Adminis-
tration’s facilities and equipment program. Additionally, any new
discretionary budget authority or new spending authority referred
to in Section 6(a) pertains to those amounts exceeding current law
or, in the case of discretionary budget authority, any amount ex-
ceeding the fiscal year 1984 program level with three-and-a-half
percent nominal growth. o

Section 6(b) of the recommended resolution would apply a similar
exemption to certain spending from the superfund trust fund. How-
ever, the legislation providing such additional spending from the
trust fund would also need to provide sufficient revenues into the
trust fund to cover such spending.

F. Secrion 302(b) REPORTS

Section 7. of the recommended resolution would require a com-
mittee which receives an allocation of new discretionary budget au-
thority or new spending authority, as described in section
401(cX2XC) of the Congressional Budget Act, to file its subdivision
of the allocation pursuant to section 302(b) of such Act. Only com-
mittees receiving discretionary allocations of budget authority or
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spending authority would be required to file their section 302(b)
subdivisions.

The requirement would not take effect until 21 continuous days
of session, as defined in section 1011(5) of the Impoundment Con-
trol Act, after Congress completes action on this resolution.

G. ALLOCATIONS, SCOREKEEPING, AND ENFORCEMENT

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

ing.
Amounts allocated to committees

The method for allocating the First Budget Resolution totals will
be the same this year as in the past two years. Budget authority,
outlays and entitlement authority are allocated. All permanent ap-
propriations of budget authority and/or outlxﬁs are allocated to the
committee that wrote the permanent law. “current” appropri-
ations—amounts to be provided by this year’s appropriation bills—
are allocated to the Appropriations Committee. Entitlement au-
thority is also allocated to committees. All amounts associated with
an existing entitlement law are allocated to the authorizing com-
mittee that wrote the law. This is the case whether the entitlement
is funded by permanent or current appropriations.

Separation between current level and discretionary action

All amounts—budget authority, outlays, and entitlement authori-
y—-are allocated in two separate components, ‘“‘Current Level” and
“Discretionary Action”. Current level refers to existing perma-
nents, entitlements, and “prior-year” outlays from discretionary
appropriations. Discretionary action refers to all amounts assumed
in the First Budget Resolution but not yet enacted into law for
“direct spending” legislation and for 1985 discretionary appropri-
ations. There is only one target for discretionary action entitlement
authority, applying to all entitlement legislation whether funded
through federal, revolving, or trust funds. The discretionary action
allocation of budget authority, outlays, and entitlement authority
would include any assumed legislative increase or decrease to exist-
ing permanent or entitlement law, and all new discretionary appro-
priations or fiscal lirear 1985. This category covers the spending bills
that Congress will consider this session. The term “discretionary
action” corresponds to ‘“new discretionary budget authority" and to
“new spending authority described in section 401(cX2XC)” as used
in sections 5, 6, and 7 in the resolution.

Section 302(b) subdivisions by committees

Section 302(b) of the Act provides that following adoption of the
budget resolution each committee shall subdivide its section 302(a)
allocation; the All:;lcaropriations Committee subdivides its amounts
among its 13 subcommittees, while other committees subdivide
either by subcommittee orebst program. The subdivisions of the allo-
cated amounts that are filed by committees should also be separat-
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ed into current level and discretionary action components, pursu-
ant to Section 302(bX2)B) of the Act.

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

Scorekeeping and enforcement

The discretionary action allocations (committee totals) provide
the scorekeeping targets that apply to two provisions enforcing
First Budget Resolutions assumptions: the Section 5(b) exception
and Sec. 401(b) referral. In addition, reported bills providing new
entitlement authority in excess of the discretionary action alloca-
tion or subdivisions of entitlement authority are sequentially re-
ferred to the Appropriations Committee, pursuant to Section 401(b)
of the Act. Section 401(d) exempts certain entitlement legislation
from referral even if the discretionary action subdivision of entitle-
ment authority is exceeded.



IX. BACKGROUND AND NATURE OF THE RESOLUTION AND
AMENDMENT

The First Budget Resolution for Fiscal Year 1985 represents a de-
termined effort by the Committee to address the critical problems
facing the nation. The Resolution, in conjunction with the Commit-
tee amendment incorporated in this report, presents a deficit re-
duction and pay-as-you-go spending plan absolutely essential for
further reductions in interest rates, economic growth, declining un-
employment, and the development of economic and budgetary re-
sources required to implement a fair balance of funding for needed
social programs and a strong national defense.

SUMMARY OF THE RESOLUTION

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

The Resolution also includes reconciliation instructions to com-
mittees, as well as procedures for an automatic second budget reso-
lution, section 302(b) filing requirements, and miscellaneous meas-
ures instituting the pay-as-you-go focus of the budget plan.

Finally, pursuant to Public Law 96-38, adoption of the Confer-
ence Report on the First Budget Resolution for Fiscal Year 1985
will set into motion the process for determining the public debt
limit for fiscal years 1984 and 1985.

DEVELOPMENT OF THE RESOLUTION

The Resolution was developed after extensive hearings by the
So‘tingmittee to hear testimony from specific groups interested in the

udget.

In February, the President submitted his economic report and
budget proposals for fiscal year 1985. As required under the Budget
Act, all House and joint committees submitted their reports com-
menting on the President’s budget proposals and setting forth their
views and estimates for appropriate levels of spending for pro-
grams within their jurisdictions (For the full text of the reports see
House Budget Committee Print CP-6). The Committee also re-
ceived reports from the Congressional Budget Office (on fiscal
policy and national priorities) and the Joint Economic Committee
(on recommendations as to the fiscal policies which would be appro-
priate to achieve the goals of the Employment Act of 1946).

The Committee also heard testimony from key economic and
policy advisors in the Administration including Treasury Secretary
Donald Regan, Defense Secretary Caspar Weinberger, Council of
Economic Advisors Chairman Martin Feldstein, and Office of Man-
agement and Budget Director David Stockman.

(68)
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In addition, testimony was received from Federal Reserve Board

Chairman Paul Volcker and Congressional Budget Office Director
Rudolph Penner.

Provisions or LAw RELATING TO THE RESOLUTION

Adoption of the First Budget Resolution is a key point in the con-
gressional budget process. Prior to its adoption, required no later
than May 15, it is not in order to consider new spending bills for
fiscal year 1985 or changes in revenues or the public debt for fiscal
year 1985. In order to promote timely action on appropriations
bills, the Budget Act requires that all authorizations for fiscal year
1985 be reported from committee in both the House and Senate by
May 15. It is extremely important that the Congress keep these
procedural requirements in mind, since measures that violate these
provisions are subject to points of order in the House.

ADDITIONAL MATTERS ON THE BUDGET RESOLUTION

Federal credit control.—Section 301(a)6) of the Act provides for
the inclusion in a budget resolution of “such other matters relating
to the budget as may be appropriate to carry out the purposes of
this Act.” The Congress has long been concerned about the impact
of Federal credit activities on financial markets, the economy, and
the Federal budget. Beginning with the First Concurrent Resolu-
tion on the Budget for Fiscal Year 1981, Congress has included an
advisory credit budget in the resolution. In order to continue pro-
viding this information to Congress, the budget resolution includes
nonbinding targets for the aggregate amounts of new direct loan
obligations and new loan guarantee commitments which the Feder-
al Government may incur or enter into during fiscal years 1985,
1986, and 1987.

Ongoing review of the budget process by the Rules Committee’s
Task Force on the Budget Process has included discussion of in-
cluding federal credit activity as a part of the budget process. The
inclusion of advisory credit budget targets in the budget resolution
will serve as useful experience in future efforts to exercise greater
control over Federal credit activity.

Implementation measures to reduce the deficit.—~The necessary
reduction of Federal deficits will require Congress to limit the
growth in existing programs and carefully consider new initiatives.
To insure that the proposed reductions of the deficits will occur,
this resolution implements several procedures: reconciliation, pro-
visions for an automatic second budget resolution, and section
302(b) filing requirements as well as miscellaneous measures insti-
tuting the pay-as-you-go focus of the budget plan. Section 301(b) of
the Congressional Budget Act constitutes authority to include these
procedures in the First Budget Resolution.

Section 301(b) provides:

(b) Additional Matters in Concurrent Resolution.—The first
concurrent resolution on the budget may also require—

(1) a procedure under which all or certain bills and reso-
lutions providing new budget authority or §)(roviding new
spending authority described in section 401(cX2XC) for such
fiscal year shall not be enrolled until the concurrent reso-
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lution required to be reported under section 310(a) has
been agreed to, and, if a reconciliation bill or reconcili-
ation resolution, or both, are required to be reported under
section 310(c), until Congress has completed action on that
bill or resolution, or both; and

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

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

Revisions of budget resolutions.—Section 304 of the Budget Act
provides the authority to revise the budget resolution whenever
necessary during the fiscal year.

Section 304 states:

Sec. 304. At any time after the first concurrent resolution on
the budget for a fiscal year has been agreed to pursuant to sec-
tion 301, and before the end of such fiscal year, the two Houses
may adopt a concurrent resolution on the budget which revises
the concurrent resolution on the budget for such fiscal year
most recently agreed to.

Pursuant to the authority of section 304, the recommended
budget resolution revises the Concurrent Resolution on the Budget
for Fiscal Year 1984.

Public debt limit.—Pursuant to P.L. 96-38, enacted September
29, 1979, the debt limit for fiscal years 1984 and 1985 will be the
amounts specified in the most recently approved conference report
accompanying a concurrent resolution on the budget for such fiscal
year.

The procedure in the House blends the public debt limit into the
congressional budget process which, by setting the budget totals,
determines what amount of debt must be ourstanding.

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

Legislative jurisdiction over the public debt remains in the Com-
mittee on Ways and Means. The proposed procedure does not pre-
clude that Committee from originating public debt bills whenever

necessary.
CoMMITTEE ACTION ON THE FIRST BUDGET RESOLUTION

The Committee met to consider the Resolution in open executive
session on March 27 and 28, 1984. The Committee ordered the Res-
olution reported on March 28, 1984 by voice vote, a quorum being
present and by a vote of 19 ayes and 9 nays, and one Member
voting present approved the Committee amendment included in
this report.






X. SUMMARY TABLES

SUMMARY OF COMMITTEE RECOMMENDATION AFTER COMMITTEE AMENDMENT

Fiscal yoar—

e

1985 1086 1o oo
HBC Baseline:

$79490 $8353.50 $2,391.40

1,030.55 1,133.15 3,103.50

23565 26965 71210

17.65 2245 4580

k¥ ) 5.10 10.20

34.75 M7 95.60

1.45 270 4.650

0.20 0.10 2.00

-4 108 14

6.30 13.65 2155

63.35 8765 18235

81255 8859 Ul

984.85 106795 297095

17230 18200 529.75

FUNCTIONAL ANALYSIS
{in billions of deltars and fiacal years)

Committes recommendation (with amendment)

1984 1985 1996 197
Budget AMthorlly.................oooooe e censenrassssmsesenans 915.50 1,002.10 1,007.95 1,179.25
Outlays 853.90 9i8.15 984.85 1,067.95
Revenues 664.90 2N 81255 88595
Deficit 189.00 17545 172.3% 15208
Debt Subject to Limit 1,595.80 1,534.20 2,081.25 2415
Function
050 Nations! Defense:
Budget authority 264.50 205.70 310.00 33%.10
234.60 255.90 27580 303.90
150 !International affairs:
Budget authority....... 220 17.95 16.85 17.50
Outlays . 12.35 13.45 13.45 13.60
250 General science, space and tachnology:
Budget authority................cooovnenn it 355 815 880 395
..................... .30 855 870 .85
M Emrgr:
Budget suthority..... ... nsssesnrniees 3.00 435 45 410
Outlays............oeorreane . kT ] 39 20 4.00
300 Natural resources and environment:
Budgel authority . 12.00 11.80 12.05 12.30
QUHBPS ... s s ens s smsssmss s 1280 11.90 11.95 11.96¢
350 Agricuiture:
Budget authority........ 425 14.55 14.90 15.30
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[In billions of dollars and fiscal ywars)

Committee recommendation (with amendment)

1985

1987

Outiays ...

70 Commen .nd hwsmg ;r‘dm

Budget atrlhorrty
400 ‘I'nmwhtnn.

Budget authority ............coeeeoeceeenecs e,
450 Community and regional development:

Budget authority.....

10.80

5.60
4.05

24
2590

125

Outlays....

300 Education, tranmng, emplmn.nt ‘and social “mm
Budget authonty - S

Outlays ........
S50 Health:

Budget authority ...

Outlays

530 Social security and medicare:

700 Veterans benefits and services:

Budget authority
Outlays ...

750 Mmmmofl
Bt ovtaiy ..

Outlays ....

................................... — 5.95

115

3135
28.15

31.60
........................................ 30.80

14.80

6.50
260

29.10
21.05

100
8.25

2095
2025

33.25
kWi

27040
258.05

146.15
114.95

26.35
25.95

6.15
6.10

14.75

6.55
245

30.20
28.60

1.55
3.05

3110
0.2

36.70
36.40

298.70
278.30

156.15
119.35

1.0
26.55

6.25
6.15

15.20

8.05
an

1.2
29.65

7.80
8.15

3235
3135

39.55
39.05

327.05
302.35

165.70
12425

27.45
21.15

6.35
6.35

FUNCTIONAL ANALYSIS
{in billions of dollars and fiscal ysars}

Commities recommandation (with amendment)

1584

1985

1387

800 General Government:
Budget aulhonty
Outlays ...

5.45
5.50

6.80

Budget authority
Outlays ...,

6.80

900 Net interest:

BUdGet AUHHORIRY ...

920 Allowances:

Outtays ..........

109.65
109.65

......................... 0.75

950 Undistributed offsstting mdpts
Budget aullnmy

—15.20
—15.20

5.65
555

6.65
6.65

124.50
124.50

0.70
0.30

—3385
—33.85

5.85
5.20

6.75
6.75

140.05
140.05

440
3.80

—36.35
—36.35

5.95
5.85

1.10
7.05

157.20
157.20

6.85
5.95

-37.60
—37.60

915.50
853.90

1,002.10
918.15

1,087.95
984.85

1179.25
1,067.95
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President's budget (Fob. 1, 1984

1985

1986

1987

Revenues ...
Deficit ...
Debt suhjecl to I|m|t

Function
050 National defense;
Budget aulhorliy

150 Intemnational affalrs.

Budget authority....
Qutlays ...

250 Gonerat o sp‘“ .nd t.chm“

Budget authorny
Outlays....

270 Energy:
Budget authority.....
Outlays....

300 Natural resnums and emnronment

QUHAYS ...ttt et

350 Agriculture:
Budget authority.........
Qutlays.... rovers
370 Commerce and housmg credtt:
Budget authority.

D —

400 Transportation:
Budget authority....
Outiays ...

450 Communtty wnd n‘ml m_

Budget awthority....
Outlays....

500 Education, tmmng, amploymant and soclal services:

Budget autholity
Outlays ...

550 Health:
Budget authority....
Qutlays ...

570 Social sty .nd m.d.l.‘.:..m

Budget authoﬂty
Outlays ....
600 Incoma su:urﬂr

Frbrasiaay - .

700 Veterans boneﬁls and sennm
Budget authority ...
Outlays.....

750 Administration of ]ulﬂu
Budget authority.

e

1,006.55
925.50
745.15
180.35

1,824.65

313.40
27205

22.35
12.50

115
15

10.85
1135

1210
14.30

5.05
115

2945
21.05
1.60

27.50
7.9

3180
32.90

268.65
260.30

139.20
114.35

21.30
26.70

6.05
6.15

1,100.25
992.05
81495
177.10

2,063.45

359.00
310.55

235
17.85

9.50
9.35

3.05
290

10.65
10.65

11.75
12.05

5.05
0.55

30.15
2.3

6.65
1.10

27.80
2170

34.78
.70

295.25
280.65

151.60
117.95

28.40
27.80

6.15
6.10

1,181.15
1,068.30
887.85
180.45
2,315.05

339.10
348.60
18.85

10.00
9.80

2.55
10.45
10.20

11.30
11.95

6.40
L15

30.00
2885

6.65
6.85

2185
2760

3735
3.5

323.85
30365

163.30
121.95

115

32-727 0 -84 - 5
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FUNCTIONAL ANALYSIS
[in bikions of doltars and fiscal years}

President's budget (Fab. 1, 1984)

el ol

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

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

5.50 5.90 585
5.75 5.70 5.65
6.65 6.80 6.95
6.65 6.80 6.95
116.15 12425 130.85
116.13 124.25 130.85
0.95 4.15 635
0.55 405 6.30
—35.25 —429 —4585
~-3%25 —42.90 —45.85
1,006.55 1,100.25 1,181.15
925.50 992.05 1,068.30




HISTORICAL PERSPECTIVE ON FUNCTIONAL OUTLAYS
[In fiscal years, as a percent of total budget outlays]

Function

Actuals

HBC baseline

Committee recommendation

9

1980

1982

1983

1984

1985

1986

1987

1984

1987

8808288388854 8

National defense....
international affaks

Emergy...

Natural usources and ummment
Agriculture......

Commerce and housillg cndit
Transportation.....

Community and regional development. ""'""'"""""".'.'ff.'.'ﬁﬁ.'iZf.'ﬁIIfj.IZZZﬁfﬁﬁfﬁfﬁﬁfﬁjﬁfﬁfﬁﬁﬁ...
Edueation, training, emplwment and social services ...

Income security ....
Veterans benefits and samces
Administration of justice ............

General: government

Gonarl Putposes ﬁmi";;;;um e

Net interast ...

Undistributed offsstting &;&'IZIZfffﬁ.'ﬁf.'.'ff.'.'fI.’fﬁﬁffﬁffﬁﬁff.’fﬁ.’ffﬁ.’ffﬁﬁ.'ﬁﬁﬁf'ﬁ""ﬁ'.fﬁ_"ﬁﬁ'.'fﬁf.'

19
127

General sciance, spacs and mm S ¥

140
247
126
053
35
195
6.05

....... e 2659

Social !CCIII‘I‘! lM MCII'G ........................................
T e s

143
4.06
0.85
0.78
170
8.68

- =17

28
186
0.98
107
236
0.83
133
3.60
n
528
39

25.68

1473
361
0.78
0.71
147
895

~169

2430
1n
0.97
1.57
2.06
0.84
0.60
3.5
143
4.78
4.09

21.20

13.01
350
0.72
0.67
1.04

10.46

—281

%.73
139
0.97.
0.65
178
205
0.53
2.82
0.98
3.62
wn

27.81

12.64
129
0.65
0.61
0.58

11.67

26.45
L13
0.97
0.50
1.59
279
0.55
269
0.87
334
3.60

28.05

13.34
312
0.64
0.60
0.81

1.28

27.50
141
0.97
0.35
1M
118
0.48
302
0.92
330
361

2809

1142
30
0.70
0.64
0.80

12.86
0.80

—178

28.95
1.44
0.92
0.3
128
1.58
0.28
289
0.90
3.12
3.65

21.57

1231
281
0.65
0.59
0.71

1342
0.11

—3.60

30.13
133
0.86
042
118
151
0.24
1
0.80
29
355

2715

11.73
262
0.61
0.56
0.65

1420
0.28

—3.57

30.76
1.24
0.81
0.37
1.08
150
0.34
2.64
0.74
281
347

26.84

1115
24
0.57
0.52
0.62

15.08
0.44

-3

747
145
097
035
145
126
047
303
091
330
361
29.05
137
302
oL70
0.64
0.80
1284
0.09

—178

21.87
1.46
0.93
0.8
130
161
0.28
295
0.90
319
in

+28.11

1252
28
0.66
0.60
0.72

13.56
0.03

—3.69

28.00
137
0.8

. 043
I 3
150
0.25
29
0.82
3.07
370

28.26

- 12.12

t 270
0.62
0.58
0.69

U2
0.39

—3.69

28.4%
127
0.83
037
111
142
0.35
78
0.76
294
3.66

28.31

11.63
2
0.59
0.55
0.66

nn
0.56

~3.52

. 100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

100.00

19



HISTORICAL PERSPECTIVE ON FUNCTIONAL OUTLAYS
[tn fiscal yanry and bildens of delar]

Actusly HBT Bassling Committes recorsmendstion

8640 550 9210 10620 9735 11565 12090 12640 9705 11495 11935 1425
2120 2300 2395 2485 2580 2640 2695 2760 2580 2595 2655 21.15
460 475 470 510 595 615 625 645 595 610 615 6.35
415 A48 445 480 545 555 575 590 550 555 570 5.85
860 685 640 645 680 665 675 705 €80 685 675 7.05
5250 6875 8500 8975 10965 12610 14635 17085 10965 12450 14005 157.20
. e mARRARSRA AR AARB RO R RS 076 105 2% 495 075 030 380 5.95
Undistributed offsetting recaipts................oooooeccooceernecn. ~835 990 —1650 —13.25 1860 1520 —23B0 —26.75 3865 —1520 3385 —3635 60

TOUBl s aienn crnvsresssssenrenmenene:. #9100 38675 657.20 72845 79595 85240 939.80 1,030.55 1,133.15 65390 91815 98435 106795

Fanction
19719 1900 1981 1982 198 1984 1985 1986 1997 1984 1985 1996 1%
050 National defense......................... reerrmmmremenenee 00 13400 15970 18740 21050 23440 27205 31055 34860 23460 725590 20580 30390
150 International affAFS...................coocooconreieeecsmsnnnrer s 625 1090 1125 1010 900 1200 1355 130 MO0 1235 1345 1345 13.60
250  Goneral science, 3pace and MSChOBIOEY ................ccomeercccvnercscnnrress s 505 575 63 710 775 830 865 &% 92 330 855 LMW 855
300 Nstursl resources and eavireament S 1215 1385 1355 1300 1268 1225 1200 1218 1220 1240 1190 1195 11.%
350 Agriculture s 000 488 055 1490 2220 1010 1485 1560 1695 1080 1480 1475 15.20
310 Commerce and housing credit .......................o.oooocceercrcercrcecrnnssnsrsicssrinsssnas 260 130 395 385 440 405 265 250 385 405 280 245, 55
800 Tramspartation................occommenseamssemsensonsconcssmsossanerassenens 17245 2115 2340 2055 2140 2575 2705 275 20995 2590 2705 2860 265
450 Community and regional development -~ 958 1005 940 705 695 780 45 825 s 115 85 BO5 8.15
500 Education, training, amployment and social servics............................ 270 NN 3N 2635 2660 815 2930 W45 310 2815 2625 N0 KT
S50 Health.......occenr, 205 215 2685 Z45 2865 W M0 655 N5 0N MBS B0 ¥.05
2 Social security and medicare..................... . 13055 15065 17875 20255 22330 23945 25910 27975 30400 23950 25850 AW WIS
700
750
00
850
900
20
50

a9



XI. APPENDICES

APPENDIX A—CONTROLLABILITY OF OUTLAYS IN
COMMITTEE RECOMMENDATION

The Committee recommendation (including the pay-as-you-go
amendment) assumes outlays for fiscal year 1985 totaling $918.15
billion. Of that amount, $666.00 billion, or 73 percent, are “uncon-
trollable”. This percentage has hardly changed over the last five

ears.
Y The term uncontrollable is short for “relatively uncontrollable
by Congress under existing law”. But Congress is free to amend ex-
isting law. Broadly, all spending is eventually controllable by Con-
gress; the laws that produce uncontrollable spending in a given
year are of four main types.

(1) Interest payments are automatically available under per-
manent law, and must be paid if the U.S. is not to default.

(2) Permanent appropriations are automatic under existing
law. They are almost all for entitlements financed by trust or
revolving funds, such as Social Security, Medicare, farm price
supports, Federal retirement, and unemployment compensa-
tion.

(3) Mandatory appropriations are financed through the ap-
propriations process in annual bills. However, these are direct
payments for entitlement programs such as Veterans’ Compen-
sation and Pensions, Medicaid, and Child Nutrition, or they
augment the trust funds.

(4) Prior-year commitments are the result of discretionary ap-
propriations made in some prior year; because the appropri-
ations are already existing law, the 1985 outlays that are esti-
mated to flow from such appropriations are also mandatory
under existing law.

The following table shows, by function, the recommended 1985
outlays divided among three categories. The first column shows un-
controllable outlays, as just described. As can be seen, four func-
tions comprise over 85 percent of uncontrollable outlays: Net Inter-
est, Social Security and Medicare, Income Security, and National
Defense. The amount for defense is almost entirely prior-year com-
mitments.

The second column shows ‘‘direct spending legislation”. This con-
sists of assumed legislation that would affect the level of otherwise
mandatory prodgrams. It includes the reconcilation assumptions in
the recommendation. It also includes, in functions 050 and 920, al-
ltiwances that are sufficient to cover a pay raise for Federal em-
ployees.

e third column shows the outlays that are estimated to flow
from assumed discretionary appropriations. As can be seen, over 60
percent of such amounts are for defense, with no other function re-
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ceiving more than 7.5 percent. It should be noted that amounts in
Function 920 represent the discretionary domestic portion of the
pay-as-you-go amendment.

While the budget as a whole is 72 percent uncontrollable, it can
be seen that the various functions range from being almost entirely
discretionary (e.g., Administration of Justice, General Government)
to almost entirely uncontrollable (e.g., Net Interest, Social Security
and Medicare).

FISCAL YEAR 1985—CONTROLLABILITY OF OUTLAYS IN RECOMMENDATION (WITH

AMENDMENT)
Discretion-
LTS Tou
wwopi.
ations
050—National Dafense........................coccoocciccrciccies 15460 25590
150—international AHAIES ... e ensmersemsaerssssenenins 3.15 1345
250—General Science, Space, and Technology ..................cccocccnmcnmnnrconneas 6.15 855
210 395
300—Natural Resources and Environment 810 1190
FO0—AGECURMID. ... e et senenes 175 14.80
370—Commerce and Housing Credit ..., 29 260
R00—TransPOrRELION................corr e e censsenrescesspemre s sersisbaassessaraness 9.65 21.05
450—Community and Regional Development .... 1.5 8.25
500—Education, Training, Employmutt. and Sodal Semus ......................... 6.50 225
BS0-—HEMtN ...t st ap s e 545 uxs
S70—Sacial Security and Medicare ... 430 25805
B00—Income SOCURY... ...t aesna e anes 18.75 114.95
J00—Veterans’ Benefits and Services........................ 83 25.95
750—Administration of Justics................................. 5.20 610
500—General Government 430 555
850—General Purpose Fiscal Assistance 0.95 6.65
900—Net Interest 124.50
920—ANowances 025 0.30
950—LUindistributed Offsetting Recelpts ... 3380 =009 v —-33.05

TORRL......coorreccrensmnsssms s asssmmsenassssssesss ssssssrssamsssssassmemsas s asesses e 666.00 235 24980 91815




APPENDIX B—FEDERAL AID TO STATE AND LOCAL
GOVERNMENT

CoMMITTEE RECOMMENDATION

The Committee recommendation provides $112.0 billion in budget
authority and $106.6 billion in outlags for fiscal year 1985 and
$111.2 billion in budget authority and $99.1 billion in outlays in
fiscal year 1984 for Federal grants to State and local governments.

CoMPARED TO THE CBO 1985 CURRENT PoLicy

The CBO estimate for maintaining Federal grants at the 1984
program level is $111.3 billion in budget authority and $106.0 bil-
lion in outlays for fiscal year 1985. The Committee recommenda-
tion is $0.7 billion in budget authority and $0.6 billion in outlays
{or il'iscal year 1985 above the CBO estimates of the current policy
evel.

COMPARED TO THE ADMINISTRATION’S BUDGET

The Administration’s budget provides for $102.2 billion in budget
authority and $102.2 billion in outlays for fiscal year 1985 and
$110.0 billion in budget authority and $98.8 billion in outlays in
fiscal year 1984 for Federal grants to State and local governments.
The Committee recommendation is $9.8 billion in budget authority
and $4.4 billion in outlays above the administration’s fiscal year
1985 recommendation and $1.2 billion in budget authority and $0.3
billion in outlays above the administration’s 1984 estimate.

OVERVIEW

The Committee recommendation for aid to State and local gov-
ernments in 1985 reflects the overall modified freeze approach to
restraining Federal s‘fending for domestic assistance programs.
Under the recommendation, overall spending for non-defense dis-
cretionary programs is limited to 3.5 percent nominal growth above
the 1984 current program level. This assumption covers many of
the Federal grant and loan programs. Exceptions to the modified
freeze of 3.5 percent nominal growth are provided for means-tested
entitlement grog'rams which are assumed to continue under cur-
rent law and certain high priority discretionary programs which
provide assistance to low-income persons. Funding for these low-
income discretionary programs exempted from the freeze would in-
crease by 3.5 gercent real growth. The recommendation includes an
increase of $2.85 billion in outlays from 1985-1987 for these pro-
grams as a part of the Committee pay-as-you-go amendment. R‘he
impact of the aggregate 3.5 percent nominal growth limitation on
individual grant and loan programs would be determined through
the regular appropriations process.
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The recommendation also allows spending increases above 3.5
percent nominal growth in 1985 for certain transportation and en-
vironmental programs which are self-financed since they are al-
ready designed along the pay-as-you-go principle.



"APPENDIX C—TAX EXPENDITURES

The Congressional Budget Act of 1974 requires a listing of tax ex-
penditures in the President’s budget submission and in reports ac-
companying congressional budget resolutions. Tax expenditures are
defined in the Act as “revenue losses attributable to provisions of
the Federal tax law which allow a special exclusion, exemption, or
deduction from gross income or which provide a special credit, a
preferential rate of tax, or a deferral of tax liability.” Under this

-rdefinition, the concept of tax expenditures refers to revenue losses
attributable exclusively to provisions in corporation and individual
income taxes.

Estimates of individual tax expenditures consistent with the stat-
utory definition are -prepared by the Treasury Department, the
Congressional Budget Office, and the Joint Committee on Taxation.
Although there is general agreement among these sources, the con-
cept of tax expenditures continues to evolve, and the inclusion or
exclusion of individual provisions often proves controversial. The
estimates normally presented here are those of the Joint Commit-
tee on Taxation.

Unfortunately, at the time this report is going to press, the Joint
Tax Committee has not completed preparation of its annual tax ex-
genditure report. The first summary that follows, therefore, is

ased on the most recent available, published in March of 1983. A
more recent tax expenditure estimate is taken from the President’s
budget and was prepared by Treasury. We have been informed that
the estimates are close to those the Joint Tax Committee will
report.

Tax expenditures are one means by which the Federal govern-
ment pursues public policy objectives and, in most cases, can be
viewed as alternatives to budget outlays, credit assistance or other
policy instruments. Tax expenditures are designed to meet a vari-
ety of needs and ohjectives; nearly all are intended either to en-
courage certain economic activities or to reduce income tax liabil-
ities for taxpayers in special circumstances. These needs and objec-
tives in many cases could also be met through direct expenditure
programs. The outlay equivalent of a tax expenditure is frequently
greater than the estimated tax expenditure as conventionally
measured by the revenue loss, because outlays in many cases would
be included in the taxable income of beneficiaries.

The only legislation affecting tax expenditures enacted since the
First Budget Resolution for Fiscal Year 1984 was reported was the
Social Security Amendments Act of 1983. CBO estimates that this
legislation substantially reduces two existing tax expenditures by
treating as taxable income that portion of social security and some
railroad retirement benefits which exceed a certain threshold. The
reductions in these income tax exclusions will raise revenues by
about $7 billion over fiscal years 1984-86.
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Whatever one’'s views of tax expenditure theory, the deficit
impact of the revenues foregone by the numerous incentives in the
tax code is undeniable. With efforts to reduce the growth in Feder-
al spending intensifying, and competition for room in the budget
mcreasmgly keen, it becomes all the more important that Congress
scrutinize tax provisions as carefully as spending practices in
choosing deficit reduction measures consistant with sustaining eco-
nomic recovery and enhancing equity. The list of tax expenditures
in Tables 1 and 3 includes possible options for revenue increases.



TABLE 1.—JOINT TAX COMMITTEE’S TAX EXPENDITURE ESTIMATES BY FUNCTION !
[Fiscal yaars, in millions of dollars)

Corporations

individusis

Function
1913 1384 1585 1986 1987 1988 1883

National defenss:
Exdum of Inneﬁts and almnus to Armed Forces pemnnel S OSSOSO OV . -
lnkmm dfum

Deforval of i income of domestic intornationsl sales wwnhons (DISC) w1390 L1885 1075 1050 1075 L0100 ... . .

wdmwaMWWra 2165 2370 2360 2425 2485 2535 105

suuuxummmmmaammmwwammmuumﬂuk
expaticnental expenditures..... . 120

Energy:
&pm of m and M costs:
Other I'lnls
Excess of puunhgo over  cost dlplcﬁon
DU B0 FAS ..ot stsitst oottt s bt b e e
Capital gains tuaﬁunt of m fmn eud
Alcohol fuel credit *.... ”
BMdemShhathﬂgmMMImmmm
energy production facifities.... o 1
Residential snergy credits:
Alternative, mﬂon and m uchnolog mdits.

S
wB8EE st
oDE8E uB

L TE]

510
i

1425

180
105

5 watd

N

e

& w5088 ui

&

2 ??a§§ gﬁ
] :

s
S
g
@
8
5

5 (®) e

2,250
160

1,275
15

145

10

10

™

2380 2520 2670 2820
165 175 185 195

1365 1435 1505 1,580

L S

815 855 900 950

1305 1410 1505 168
15 15 15 .
160 175 19 25

15 20 2 5

610 700 [, —

..................................................
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TABLE 1.—JOINT TAX COMMITTEE'S TAX EXPENDITURE ESTIMATES BY FUNCTION '—Continued

{Fscal years, in milions of dollars]
Corporations Individusls
Funetion
133 1984 1988 1986 1997 1948 1943 1984 1935 1906 1987 1988
Natural resources and environment:

Expensing of exploration and development costs, nonfusl minerals .................................. 5§ 60 65 75 80 85 *) () {*) *) *) *)
Excass of parcentage over cost depletion, nonfus) materdals ... n 25 310 335 355 380 10 10 15 15 15 15
Capital gains treatment of cortain timber income ..., .25 3% 430 500 5715 595 % 125 150 175 205 230
investment credit and seven-year amortization for reforestation expenditures .................. *) 1) (*) *) {*) (*) 10 10 10 10 10 10
Capital gains treatment of ITOM OR................ccooccoor ettt sbassanss st srassens 5 5 § ] ] 10 5 5 L] 5 5 10
Exclusion of interest on State and local government poliution control bonds .................... 900 1025 114 1255 135 1510 40 505 565 620 680 745
Exclusion of payments in ald of construction of water, sewage, gas, and electric

WIS ......ooooniieenceeimanscen s e evasrneseasns st sessa e SRRt AR RS2 e SRR 45 75 75 )] 75 | IO
Tax incentives for presarvation of historic structures.......................cccooinerecnerimecmrninen, 65 90 110 180 185 20 130 165 215 %5 460
Expansing of certain capital outiays . et rsamass st sRe e esa Rems e Rees 85 90 9% 100 100 105 45 495 510 5% 545 565
Capital gains treatment of certain income wemrensssaass s - 30 3 35 4 L] 45 455 75 500 530 545 565
Deductibiiity of patronage dividends and cortain other items of eoopmtlvu .................... 950 980 1010 1040 1075 1110 —390 400 —410 —425 —45 450
Exchusion of Cortain COSt-SHATINE PEYMMIMES ...........................coooerrovecurneeresessaniassessssassseressentsesessussssasscasssesssessos e esnaredesesa SRR abe1 4SS AL SRRSO 0008 50 45 4 k) -] -]

Commerce and housing

DIVIBORE GXCIMSION ......................coeiiurinrromneemsetsmaressisstasssmss sonmsssess s bbbttt e bERaAREE o8 ESRbt 2884 bt b 4S80 ARRR 44100811 4581 At SRRSO RR SRR £ RE R4 1 bR R e M5 435 o 450 460 480
Reinvestment of dividends in Stock of public MUHHIBS ... e et b s e d s R et bR R 365 415 450 20 .....ocreeenananes
UEE IDONESE MRCHIBION ..............ccoc.ciceeueisremsarenssasis e ssuina ossseses usss oo s 2mss ek et 0028 a4 88048 483044 £ SRS 14 204804 F4 1780494 8E R4 5404402 R2PF 2 R €S TR ARR R RO 1100 1,110 3095 3400 3945
Exclusion of intarest on State and local governmant industrial development bonds.......... 2355 2790 3265 3875 4385 4615 570 675 800 118 1310
Exclusion of interest on certain savings certificates.................c...coverrrvccicmmmnnensss s, 2355 L R
Exemption of credit union income........... 170 185 200 0 240 B0 ..ot e ses st are SR et e e e dra
ERchnsion of Interest O H IMSIFEAEE SEAVIES........................ccoiorrvvverrouermsreessesseeseecbssssess s s ombemsssee bk ass 4R ER S 60444 bk 8RR AR ER SR80 4805 5170 5805 G600 7590 8675
Excess bad debt reserves of financial institutions ..................coooccccrnnennreccnnenns . 335 575 785 930 1060 1030 ... s
Deductibility of nonmortgage interast in axcess of imvestment INCOME.................ci i —— 1735 8,160 3815 9590 10550 11,645
Deductibility of mortgage interest on owner-occupied ROMBS....................c.ccooocveireecrrcnimnsreessnene s sssraesmms e senses e, 25,088 27945 30,130 32785 35305 37,950
Deductibility of property tax on ownar-occupied homes......................c.cccoovcvenencnnen. et v eresasR s seseeaL s o oA Ra RS e e RO er RO e nes TBI6S 9535 10480 11710 13215 14,9%
Exclusion of interest on State and local government housing bonds for owner-

OCCUPIB MOUSINE ... eteacee e s eeeemmssees vt st saa e s emR s e 1060 L1% 119 L1455 1105 1070 450 485 475 M5 415 s
m«hmmﬂmmwmmmmmmm 585 735 830 1035 1185 1345 285 355 4% 510 585 665
Doforral OF CADItEl FRINS ON ROMIE SIS .....................c.ooonneoierirenrreteeinreuensssusssiseesbassesebseas s ms oS Rar £ R R a1 540 E 1 AR PR et b0 3770 4895 55625 6000 6480 7,030

0L



Depreciation on rental housing in axcess of straightine ... 120 155 165 170 180 185 515 665 720 795
Depreciation on buildings other than rental housing in excess of straightiine .... . 115 200 215 240 265 295 150 165 185 210 230
Accelerated deprociztion on squipment sther than leasad properdty............................. 9510 15865 18860 17445 14110 13890 1015 2460 2845 2,255
Sate harbor leasing:
Accelerstad deprociation and defermal.................e. LT85 1885 1635 1,285 1,040 L < OO OO

Amortization of Dusiness SEIFt-UP CBBIS ... seresrenns 15 ) % 30 35 & 105 160 20 25 35
Capital gains other than agricalture, timber, ironore and coal ... ... LT70 2005 2130 2305 2475 2695 14955 1432 15365 16440
Capital ToIng o Oath ... s s e e S RARARA s R4 AR 48844 ekt ettt ee oo 3975 3565 3665 3920 4195 440
Reduced rates on the first $100,000 of corporate income .. . 5,690
investioant credit, other than ESOPs, rehabifitation of structures, reforsstation and

Transportation:

Amortization of mator carrier operating rights ... . 70
Deferral of tax on shippiag companies k]
Emmwmhustmsm:ndbulmnmmmmnsﬂm ........................... 45

Conwmunity and regional development:

Five-yaas amortization for housing rehabilitation .......................cooecoemeeessesnsssssins e cssrannns 2
m cradit for rehabilitation of stmm cther than historic structures..... . 175
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Parental personal examption for students age 19 or over .. st er s et et bat b e R e ShemeBRAFsSbs e er e erere s sr e ensoneeon
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Doductibiity of charitable contributions, other than education and heth.............. 350 425 M5 515
Targeted jobs crodit . oo s 215 395 355 158

a§5§§ams§§a
'm
B
®

2330

280 35 360 9 480
5%

k)

680 31555 35975

26 3070 31370 31740 4165
Exclusion of interest on State and local government hospital bonds ... e 199 960 LIIS L2685 1420 1580 385 470 545 700 780
Deductibility of charitable eontrlm‘bom (heatth) ... ..o rscecacemsismsn s nesicireees mw a5 25 255 295 35 995 9% L1160 1470 1320 1,25
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TABLE 1.-—JOINT TAX COMMITTEE'S TAX EXPENDITURE ESTIMATES BY FUNCTION *—Continued

[Fiscal yoars, in millions of dollars]
Function
1983 1984 1985 1988 1587 1988 1943 1984 1985 1936 1w 1948
Income security:
Exciusion of social security benefits:
DISEDIIY INSURBICE BOMBIS ........... ... ooooroeerrersrusssoststmsessanenssssassensessste e seneessoesseesssemssesemessonsressorsettessmessesene 1690 1660 1695 L7% 1840 15%
OAS! benefits for retired WOrRINS ..................ccoooeooeeoerirrreeeeere . 15605 16680 18070 19680 21275 23045
Bonafits for dependents and survivON ................c.c.coo.ccoooooreveroecccrvre e 3870 4095 4355 450 490
Exclusion of raliroad retirement system beneftts ..................... 765 765 745 755 75
Exclusion of workermen's componaation benefits.................cccccoccoroccooceooreesreeonee s 200 2395 2755 3170 3645
Exclusion of special benefits for disabled coal mlmrs ........... 165 165 160 160 165
Exclusion of untaxed unemployment insurance bemeftts ... ... . ... 3000 2585 2405 %5 21
Exclusion of public assistance benefits - " 430 440 455 470 485
Exclusion of disabliity pay .................. 135 130 130 130 13
Net exclusion of pension contributions and ssmings:
EMIOYON PIMS ... snscn , 49,700 56560 66365 78310 92405 109,035
Plans for self-employed..................... et R RS st bR b 1065 1080 1070 1115 1168 122
Individual retirement plans........ 2695 3180 3705 4240 AT85 5360
Exciusion of other smployse benefits:
Premiums on group term life insurance........................nc.. 2100 225 2465 2715 2985 IS
Preminms on accident and disability inssrance e 115 120 125 130 135 140
Additions] axamption fOr the BRAC................oonieccerceereece s scsseoeeoacenecsaresssesssss oo ssseessseeseessseessessses s k3 35 3 3 » k.3
AAGHOREE GUBMPUON FOF QIO ................cococccrvcecreimsiiercoerresrreasscssassmesereeeessesss st seseesees ceeee 1222000 ee s 1o re 5ot soe 1245400 o1 s s tmt et smmemes s eet e o 2365 2410 2570 270 2410 3,130
Tax credit for the elderly 135 135 135 135 135 135
Deductibility of casualty and theft losses ...................c.cccc e 515 N 470 520 590 670
Earned income cradlt*..................oconoomenneeensersisaianns 385 k] 20 215 155 20
Vetorans benafits and servives
Exchesion of vetorans disabllity COMPORSEHION..............coccooooooocoooeoeceoereernccon s ceecsessssssssstos e sssesssssssssese oo osoessessesssssesessrsessnsesanes 1520 18 195 1995 2070 2145
EXCiusion of VORMAE PRASIONS .............occcoooomvmesrerrversscsssssusssmssasscsssssssssssssmssnisssasnss enersens 310 20 0 a5 s s
Exclusion of GI bill denefits 130 13 115 100 % &5
Genersl
Credits and deductions for political contributions 190 200 20 0 % 240
Goneral purpose fiscal assistance:
Exclusion of intersst on general purposs State and focal government debdt...... 6985 7850 8695 9530 10370 11280 3435 3870 4295 4715 5130 5580

oL



mdmmmmmmmamummm
. 20,060 21770 26605 29970 U125 39410

Tax crodit for entm m M frem m imiam m ﬂ.s. m«u !.350 LOTS  LIIS L2800 1375 1525 oo e eveea e ees et esees e seesseee s
intorest:

Deforral of interest on savings bonds......... et SFRAsshrd s e et 68 et e me A R S 28 eeY b b AR S b e st A e ; 50 160 Fr -1 290 35 410
1 AR sstimeles ars boved on the txx low emecind e 7% Congrems.
2 Lass thas $2.500.000. AR extimetes have bosn o the saarest $5 million.

'hmhwmm?mummmmmmmmmmdmmmmawmmm:mwwu:&.mmw;&
‘Tin in the table indicate the effect of the sarned income credit on receipts. The incress in outlays is: §1,197 million in 1983, $1,119 million in 1384, $1,032 milkion In 1985, 51,004 millicn in 1986, $968 million in

8L
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TABLE 2—SUM OF THE EXPENDITURE ITEMS BY TYPE OF TAXPAYER, FISCAL YEARS

1983-88
[in milions of dolary}
Flscal yoar JLapoations  Comorstions  Individuals
BB e et 327 455 67,915 259,540
L 369,330 71475 291,855
1986.................. ceeb e e b i . . 411575 83,210 328,365
JO8 e et e en et e eseresstes s et 446,725 84,600 362,15
L OO OO 490,850 86,495 404,355

Nots.—Thess tolals represent the mathematical sum of the estimated fiscal yaar offect of each of tha tax expenditure itams
included in the table. The Fmitations of the usa of the totsls are wplained in the taxt

Sowrce: Staffs of the Joint Comenitiee on Taxation and the Treasury Department.

TABLE 3.—TREASURY DEPARTMENT'S REVENUE LOSS ESTIMATES FOR TAX
EXPENDITURES BY FUNCTION

[in millions of dollars)

Fiscal yoann—
Destrigtion Corporations Individuals
1903 1984 1985 1983 1984 1885
National defense:
Exclusion of benefits and allowances to Armed Forces
personnel ... . . coenerrenreneee. 1,783 1,895 2,030
Exclusion of millhry dmblllty penmns SV | 125 125
international affairs:
Excluston of income eamed abroad by United States
Defwulolmmofdomesbcmtemtm!salucorpo-
EtIONS (DISC) ...t erececene et eeme s sssaese s sesmasene 950 370 940 ...
Deferral of income from controlied foreign wpontlons.
Pre-1983 budget method.... - 560 615 680 ...
1983 and 1984 budget mothod
Ganeral science, space, and 1achnology:
Expensing of ressarch and development expenditures............ 835 1L1In 710 s 65 50
Credit for increasing research activities........................... 600 645 655 15 2 25
Suspemnofﬂnaﬂouﬂnnofmhandmﬁmnh—
tion axpenditures................cooo e 105 L -
Energy:
Expensing of exploration and development costs:
L T I S 1,800 760 1075 1360 1,055 1,135
Other fusls. ..ot s 0 k)] K O
Excess of percentage over cost depletion
O AN GAS ............ oo serenmrressrreser s sevenes s esensneneen 430 330 KL 790 890 810
Other fuels 25 280 280 10 10 10
Capital gains treatment of my:lﬁu on ml 35 40 L] 145 140 155

Exclusion of interest on State and local iMustH.l dmlop"
ment bonds for cortain energy facilities ... . 130 M5 155 4 o 0

SUPPLY INCBIEIVIBS ............cooomeeeee e e st sarsss it sttt aas s sbss s s k7.3 370 470

Conservation incentivies 285 260 305
Alternative, conservation and new technology cradits...........

Supply INCBNLIVES...............cooeecoeeceeereees s rvasere s 215 150 160 35 5 -]

Conservation incantives........................ccocvcecmuceecenesaresennns 45 5 ™ L
Alternative fuel production credit..... ..., 10 20 . TP OR
Alcohol fuel cradit . et ™ *) (®) e
Energy credit for intercity buses ...................oomvirmrr. 10 10 ) [
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TABLE 3.—TREASURY DEPARTMENT'S REVENUE LOSS ESTIMATES FOR TAX
EXPENDITURES BY FUNCTION—Continued

[In méitlions of dollars)

Fiscal yaars—
Description Corporations Individuals
1583 1584 1985 1983 1984 1985

Natural resources and snvironment:

Expensingofuplouﬁonawdwelopmontmts.nonﬁnl

MHNBTALS ............ooeeeee e ceesecne e eesamss et eess e ssaser s sen e 55 o0 B5 oo neare
Excess of percentage over cost depletion, nonfuel miner-

IS ib b e aap s rensapat b b nn 280 a5 365 10 15 15
Exclusion of interest on State and local IDBs for pollution

control and sewage and waste disposal facilities.............. 930 1,040 1,105 290 295 295
Tax incentives for preservation of historic structures............ 95 115 130 175 205 250
Capital gains treatment of iron ore 5 5 5 10 10 10
Capital gains treatment of certain timber income................... 75 39 430 95 125 155
Investment credit and seven-year amortization for refores-

tation eXPENRUNES ...........ccccccoiccevcirerneersccessseesratsessins 15 20 ] ™ *) 5

Agriculture:
Expensing of cerlain capital outlays ... 85 9% 95 475 495 510
Capital gains treatment of certain income ... .......................... k1] 35 35 585 550 575
l:nmmom and houslng cradit:
Net interest exclusion... US|
Exclusion of interest on small lssue mdustml deulop-

MONE BONAS ... ans s samsnssrases 1050 1090 1085 TS 895 960
Exemption of credit union income...............c..ccooocrcenennninnnne. 140 165 185 ..o
Exclusion of interest on lite insurance savings..... SOV O DVOUTRUTOVIROOE . S W 7. B B 1.
Deductibitity of interest on consumer credit.... reeererernesrmeesessrnsemeeeneens 3218 10,080 10,845

Doductibility of mortgage interest on wmer-occupud
Deducubulily of proporty tu on ownlr-occumd homes e s 50100 &779 9,640
Exclusion of interest on State and local housing bonds for

owner-occupied housing .... . 1,000 1,255 1160 n 335 K Fa ]
ExclusionofinwutonStataandlocalanforrenhl

BOUSING ..........coonrm st mssssss i ete s s sees s e esseseron 430 545 660 280 355 420
Capital gains (other than agrlculhm, timber, iron ore and

coal).... e LT 2075 2130 15335 14,660 15720
Deferral of eapihl gams on hom ules eevreeeermssnees e seeens 1325 1700 1300
Exclusion of capital gains on home sahs fnr persons an
Camryover basss of npltal nins al dnth SR L.+ . SR ¥ .~ B &

Investment credit, other than ESOP's, rehabmtahon of
structures, energy property, and reforestation expendi-

tures... - 10070 23590 26495 3175 3160 3190
Aculmtod dopmhthn on untal holmng

Pre-1983 budget method...................ccoooencr e 120 155 165 575 685 720
Accelerated depreciation of buildings other than nntal

housing:

Pre-1983 budget mathod....... eereeseresrerer s raeaee 175 200 215 150 165 185

1983 and 1988 Dudet MBHIO ......................ocooooe e ssee s saasnat s aaseheer Sttt et anent e et snee e
Accelerated depreciation of machinery and equipment:

Pro-1983 budget method...................c.c.cconvcvrrienn 10430 16885 23,650 90 1510 2335

1923 and 1984 budget MEEHOL ... s b s sss s asss s st
Safe harbor beasing rulss....................covnvnnmnnnen, 3370 2800 2340 ...
Amortization of start-up costs...........ccooooeorcrveirnrrrenns . 15 b -] 105 160 230
Exclusion of interest on certain savings certificates . SR N .- 20 ...
Reinvestmant of dividends in public utility stock............ococoorie i nanne 365 415 450
Reducad rates on the first 5100000 of wponto income:

Pre-1983 budget mathod.... v 4500 5645 5,905 .. e

32-727 0 - B84 - 6
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TABLE 3.—TREASURY DEPARTMENT'S REVENUE LOSS ESTIMATES FOR TAX
EXPENDITURES BY FUNCTION—Continued

[in m¥¥ions of doMars]
Fiscal ysars—
Deserigtion Corporations Individuals
1983 1984 1985 1983 1984 1985
Transportation;
Deferral of tax on shipping companies...................cccoeenes 30 0 40 ..
Exclusion of interest on State and local bonds for mass
commuting vehicles..... - 50 80 100 10 15 Y+
Deduction for motor :armr opmting nghts 70 70 50 5 5 5
Community and regional development:
Five-ysar amortization for housing rehabilitation .................... 25 5 25 35 35 35
Investment credit for rehabilitation of structures (other
than historic) w 175 200 185 160 165 160
Exclusion of interest on IDBs for alrports, docks and
sports and convention facilities.................cccccvrrrrccrncrnen. 335 37 400 105 105 100
Education, training, employment, and social samcu.
Exclusion of scholarship and I‘dwshlp income:
Pre-1933 budget method.... 560 565 570
Exclusion of inferest on State and Io:al studem Ioan
bonds ... . 140 210 295 65 100 190
Exdusnnofmtuutonsmlnd Iocal debtforplivate
nonprofit education facilities ... " 85 105 125 -] 35 )
Parental parsonal exemption for students age 19 OF DVRS ... sssersssssssstnsrenneens 102D 980 1,020
Deductibility of charitable contributions (education).............. 20 3 415 680 705 810
Employer educational assistance ...................... Cerermrsssst st s s s e 40 20 ...
Exclusion of employer provided child Care...................ccoocceeivncnsrssisrmrsesmssssmssneesassrenseieneees 20 40 70
Exclusion of smployes meals and lodging (other than
military) ..o SN OOOR - 125 795
Exclusion of contributions to prepald Iegal smim plam. .................................................... 4 &0 45
Investment credit for ESOPs.... errmrnesiniee 1,290 13T LBIS st
Credit for child and dopcndont care upensu seremressssssessensssm s 1020 1,698 1,905
General jobs eredit........................ccoonmmrvemeccemnrrnnsereenes 85 ) OO N
Targeted jobs credit ..., 390 585 650 65 110 80
Deduction for two samer marriul COUPIBS...........ovcerneresvrennesomneerenes 3120 6200 6635
Deductibility of charitable contributions, other than educa-
tion and health ... .. 360 485 510 9275 9635 11,055
Deductions for wtam adoption expenses...............ccooviucvereniicenens 10 10 10
Health:
Exelushnofcnmloyumhbuﬁonshrmndiﬂhmnnu
premiums and medical care.. vorsrereres et ssensmnssnrenees. 19,200 17,625 20,165
Deductibility of medical upunus ....................................................... 3415 3150 3410
Exclusion of interest on State and local debt for private
nonprofit health facilities _.. m %0 1,115 50 315 365
Deductibility of charitable contdbutions (haalth).........ccvreene. 180 235 255 135 1410 1620
Tax credit for orphan drug research.. 10 15 1 OO
Social Security and Medicare:
Exclusion of Social security benefits:
Disability insurance benefits ... ..o, e 1,310 1,225 1,105
OAS| benefits for retired workers ..............ccorvecncnnreninns - 14,035 13,895 12975
Benefits for dependents and SUTVIVOTS ................coocccnncriennaininans NS 315 3,765
Income security:
Exclusion of workmen’s compensation banefits. ... 1388 2,020 2,215
Exclusion of public assistance benefits:
Pre-1983 budget mathod................. 515 495 510
Exclusion of special benefits for disablnd coal minm PO |- | 155 155
Exciusion of untaxed unlmploymont insurance benefits ... 5,960 2,305 1,800
Exclusion of disability pay ... 120 [ J——
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TABLE 3.—TREASURY DEPARTMENT'S REVENUE LOSS ESTIMATES FOR TAX
EXPENDITURES BY FUNCTION—Continued

[in millions of dollars)
Fiscal yoars—
Description Corporations Individuals
1983 1934 1985 1983 1984 1985
Net exclusion of pension contributions and umlngs.
Employer plans..... — - - 46,585 50,535 56340
Individual Retlmnont Aeoounh 8855 9190 9840
Keoghs........ 1460 1475 153
Exclusion of other amployes benefits:
Premiums on group term life insurance .. 200 2170 2380
Premiums on accident and disability insunnce SOOI V' ! 120 125
Ineomedtrmtstoﬁnanusupplcmenhryumm
ployment benefits.... 2 20 X
Additional exemption for tha blmd 45 45 4
Veterans benefits and sarvices:
Exclusion of veterans disability compensation ... . 1815 1810 1855
Exclusion of VEEraNS PENSIONS ... ................ccc.covvmeiiiiciii ettt e srassprsss s v aassens M5 335 340
Exclusion of GI Dill DERefits ...t s s ssas e b snenens 155 130 115
Exclusion of interest on State and local debt for veterans
housing ... rovessrennes .. 180 185 210 45 45 55
General mmmont
Credits and deductions for political contributions.....................cccoooooovervoeceeeee. 210 215 295
General purpose fiscal assistance:
Exclusion of interest on public purpose Stats and local
Gobl............ v s e 6735 7270 12715 2345 2530 2675
Deductibility of nonbusiness State and local taxes other
than on owner-occupied homes.... . 18070 19840 21634
Tucrditformpmtimsmdwngmmﬁﬂnddnl
business in United States possessions... v 1,390 LOTS  LAG e
Interest:

721 m

* $2.5 million or lexs. AN estimates have bean roundad to the nearest $5 million.

!in addition, the exemption

ma."momm In 1984, and $190 millio in 1985.
"lnﬂgru

1984, $1,123 million; 1985, $1,044 milllion,

from the axciss tax for aicohol fusls results in a reduction in axcise tax receipts of $160 million In
hﬂnhﬂ.lnﬂuhh.ﬂutdﬂnumdlmmcnﬁmmmtﬂwtwmysk:lsla.ﬂ.ﬂimllion.

N.B. This year’s Treasury Department estimate of tax expendi-

tures attempts to conform with current CBO and Joint Tax Com-
mittee usage, indicating alternative estimates where differences of
treatment exist.






APPENDIX D—DESCRIPTION OF FUNCTIONS

FUNCTION 050: NATIONAL DEFENSE

051: Department of Defense—Military
053: Atomic Energy Defense Activities
054: Defense-Related Activities

Description of Function

Funds in this function are provided to develop, maintain, and

equip the military forces of the
fense-related activities of the De

United States, and to finance de-
partment of Energy. Major areas of

funding include pay and benef

ts to active military and civilian

personnel including an accrual charge for the costs of future mili-
tary retirement benefits; research, development, testing, and evalu-
ation; procurement of weapons systems and supporting equipment;
military construction including family housing; and operations and
maintenance of the defense establishment. Funding is also provided
for the development and procurement of nuclear weapons and

naval reactors.
Major Federal Programs in This

Function:

Department of Defense—Military
Atomic Energy Defense Activities

Defense-Related Activities

Major Federal Departments and Agencies in This Function:

Department of Defense
Department of Energy

(Nuclear Weapons and Naval Reactors)
(79)



FUNCTION 150: INTERNATIONAL AFFAIRS

151: Foreign Economic and Financial Assistance
152: International Security Assistance

153: Conduct of Foreign Affairs

154: Foreign Information and Exchange Activities
1565: International Financial Programs

Description of Function:

Funds in this function are provided to finance the foreign affairs
establishment, including embassies and other diplomatic missions
abroad; sale of U.S. commodities under the Food for Peace pro-
grams; foreign aid loan and technical assistance activities in the
less developed countries; security assistance to foreign govern-
ments; foreign military sales made through the Foreign Military
Sales Trust fund, U.S. contributions to the international financial
institutions, Export-Import Bank activities, and refugee assistance.

Major Federal Programs in This Function:
Foreign Affairs
Foreign Aid
Food for Peace
Security Assistance
Foreign Military Sales
Export Promotion

U.S. Contributions to International Financial Institutions
Refugee Assistance

Major Federal Departments and Agencies in This Function:

Department of State
Department of Defense
Department of Treasury
Department of Agriculture
Agency for International Development
United States Information Agency
Export-Import Bank
(80)



FUNCTION 250: GENERAL SCIENCE, SPACE AND
TECHNOLOGY

251: General Science and Basic Research

263: Space Flight

254: Space Science, Applications, and Technology
2565: Supporting Space Activities

Description of Function:

This function includes space research and technology, general
science, and basic research not specifically covered by other func-
tional areas. The programs in this function are the primary source
of funding for the physical and engineering sciences. The budgets
for the National Science Foundation (NSF), certain research pro-
grams of the Department of Energy (DOE), and the National Aero-
nautics and Space Administration (NASA)—except for its air trans-
portation programs—are within this category.

Major Federal Programs in This Function:

General Science and Basic Research

Space Flight, Research, Technology and Applications
Major Federal Departments and Agencies in This Function:

National Science Foundation (NSF)
National Aeronautics and Space Administration (NASA)
Department of Energy (high energy physics programs)

(81)



FUNCTION 270: ENERGY

271: Energy Supply

272: Energy Conservation

274: Emergency Energy Preparedness

276: Energy Information, Policy, and Regulation

Description of Function:

This function represents a consolidation of nearly all Federal
energy and energy-related programs.

Major Federal Programs in This Function:
Energy Supply
Energy Research, Development and Demonstration
Synthetic Fuels Program
Energy Conservation
Strategic Petroleum Reserve
Nuclear Regulation
TV A Power Program
Bonneville Power Administration Programs

Major Federal Departments and Agencies in This Function:

Department of Energy
Nuclear Regulatory Commission
Tennessee Valley Authority

(82)



FUNCTION 300: NATURAL RESOURCES AND ENVIRONMENT

301: Water Resources

302: Conservation and Land Management
303: Recreational Resources

304: Pollution Control and Abatement
306: Other Natural Resources

Description of Function:

Programs in this function are primarily designed to develop,
manage, and maintain the Nation’s natural resources and protect
public health by ensuring a clean environment.

Major Federal Programs in This Function:

Conservation, Forestry, and Land Management Programs
Water Resources Programs

Sewage Treatment Plant Construction Grant Program
Protection of the Environment

Development, Regulation, and Conservation of Minerals
Management and Preservation of the Public Lands
Weather and Oceanic Research and Information Programs

Major Federal Departments and Agencies in This Function:

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

(83)



FUNCTION 350: AGRICULTURE

351: Farm Income Stabilization
352: Agricultural Research and Services

Description of Function:

Federal agricultural programs are intended primarily to limit
economic harm to farmers from price fluctuations and to maintain
farm income. Programs in this function are designed to assist food
producers, provide market information and services, and support
food research. Food producers are assisted through deficiency pay-
ments, disaster payments, product purchases, insurance, nonre-
course loans, and regular loans. Market information and services
include Department of Agriculture administration, animal disease
prevention, distribution of market information, and numerous reg-
ulatory activities. Research provides for direct support of Federal

biological research facilities, grants for State-supported facilities,
and economic analyses.

Major Federal Programs in This Function:

Price Support and Related Programs (Commodity Credit Corpora-
tion)

Federal Crop Insurance

FmHA Farm Loans

Research Programs

Extension Programs

Consumer Protection, Marketing and Regulatory Programs

Economic Intelligence

Major Federal Departments and Agencies in This Function:

Department of Agriculture
(84)



FUNCTION 370: COMMERCE AND HOUSING CREDIT

371: Mortgage Credit and Thrift Insurance
372: Postal Service
376: Other Advancement of Commerce

Description of Function:

This function, which is highly volatile from year to year because
of changing economic conditions and transactions like mortgage
asset sales, provides support to mortgage credit markets, deposit in-
surance, the Postal Service, and other forms of commerce, includ-
ing small business.

Major Federal Programs in This Function:

Mortgage Insurance Programs

Rural Housing Loans

Loans and Financing to Support Subsidized Housing
Subsidy Payment to the Postal Service

Small Business Loans

Thrift and Deposit Insurance

Regulatory Activities

Major Federal Departments and Agencies in This Function:

Gl&lﬁ)zrtment of Housing and Urban Development: FHA and
Department of Agriculture: FmHA
Department of Commerce
Postal Service
Small Business Administration
Regulatory Agencies
Federal Deposit Insurance Corporation
Federal Home Loan Bank Board
Federal Savings and Loan Insurance Corporation

(85)



FUNCTION 400: TRANSPORTATION

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

Description of Function:

This function provides assistance for transportation activities in-
cluding ground (highway, railroads, and mass transportation), air
and water transportation programs. The transportation activities
include major grant-in-aid programs to support State and local ac-
tivities.

Major Federal Programs in This Function:

Highway and Bridge Construction, Repair, and Safety
Mass Transit

Railroad Assistance
Airways and Airports
Maritime Subsidies
Coast Guard

Major Federal Departments and Agencies in This Function:

Department of Transportation
NASA: Aeronautical Research and Development

(86)



FUNCTION 450: COMMUNITY AND REGIONAL
DEVELOPMENT

451: Community Development
452: Area and Regional Development
453: Disaster Relief and Insurance

Description of Function:

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

Major Federal Programs in This Function:

Community Development Block Grants
Urban Development Action Grants
Rural Development Assistance
Economic Development Assistance
Indian Assistance Programs

Disaster Relief and Disaster Loans
Flood Insurance

Major Federal Departments and Agencies in This Function:

Department of Housing and Urban Development
Department of Agriculture: Farmers Home Loan Administration
t' Department of Commerce: Economic Development Administra-
ion
Department of Interior: Bureau of Indian Affairs
Small Business Administration

8T



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

501: Elementary, Secondary, and Vocational Education
502: Higher Education

503: Research and General Education Aids

304: Training and Employment

505: Other Labor Services

506: Social Services

Description of Function:

This function includes programs designed to promote the general
extension of knowledge and skills and to assist individuals to
become self-supporting members of society: child development, ele-
mentary, secondary, vocational, and higher education programs;
employment and training programs; and grants to States for gener-
al social services and rehabilitation services. Funds in this function
may be-made available as income support directly related to train-
ing or education; cash payments (scholarships, loans or stipends) to
persons to enable them to participate in education or training pro-
grams; grants to States, local governments, Indian tribes, or public
and private institutions to operate local educational, employment,
training, social service programs; and direct research and depart-
mental management expenditures.

Major Federal Programs in This Function:

Elementary and Secondary Education (ESEA)
Occupational, Vocational and Adult Education
Higher-Education Student Assistance

Higher and Continuing Education

Job Training Partnership Act (JTPA)

Grants toStates for Social and Child Welfare Services
Human Development Services

National Endowment for the Arts

National Endowment for the Humanities

Major Federal Departments and Agencies in This Function:

Department of Education

Department of Health and Human Services
Department of Labor

Department of Interior

ACTION, and Various Other Independent Agencies
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FUNCTION 550: HEALTH

551: Health Care Services

552: Health Research

553: Education and Training of Health Care Work Force
554: Consumer and Occupational Health and Safety

Description of Function:

The major purpose of programs in this function is to promote the
physical and mental health of the population. Programs include fi-
nancing of health care for certain population groups such as
American Indians, low-income Americans, migrants, grants to
States, localities, and community groups to support health services
programs. The function also includes research into the causes and
cures of diseases; promotion of consumer and occupational health
and safety; training support for health workers and researchers;
and food, drug, and other product safety and inspection programs.

Major Federal Programs in This Function:

Grants to States for Medical Assistance Programs (Medicaid)
Block Grants to States

National Institutes of Health (NIH)

Alcoholism, Drug Abuse and Mental Health Research, and Train-

Health Resources Development
Health Services to Designated Population Groups
Disease Prevention and Control

Major Federal Departments and Agencies in This Function:

Department of Health and Human Services
Department of Labor
Office of Personnel Management

Department of Agriculture: Food Safety and Quality Service
(89)



FUNCTION 570: SOCIAL SECURITY AND MEDICARE

571: Social Security
572: Medicare

Description of Function:

The major purpose of the programs in this function is to provide
income security and health benefits to one in every six aged and
disabled American.

Major Federal Programs in This Function:

Old-Age and Survivors’ Insurance Trust Fund
Disability Insurance Trust Fund
‘Hospital Insurance Trust Fund

Supplementary Medical Insurance Trust Fund

Major Federal Departments and Agencies in This Function:

Department of Health and Human Services
® Social Security Administration
® Health Care Financing Administration
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FUNCTION 600: INCOME SECURITY

601: General Retirement and Disability Insurance
602: Federal Employee Retirement and Diasability
603: Unemployment Compensation

604: Housing Assistance

605: Food and Nutrition Assistance

606: Other Income Security

Description of Function:

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

Major Federal Programs in This Function:

Railroad Retirement

Special Benefits for Disabled Coal Miners
Federal Civilian and Military Retirement
Federal Employee Disability
Unemployment Compensation
Supplemental Security Income (SSI)
Grants to States for Assistance Payments (Primarily AFDC)
Housing Assistance

Food Stamps

Child Nutrition

Child Support Enforcement

Special Supplemental Food (WIC)
Refugee Assistance

Low-Income Energy Assistance

Earned Income Tax Credit

Major Federal Departments and Agencies in This Function:

Office of Personnel Management

Department of Agriculture: Food and Nutrition Service
Department of Health and Human Services
Department of Housing and Urban Development
Department of Labor

Railroad Retirement Board

Department of State
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FUNCTION 700: VETERANS BENEFITS AND SERVICES

701: Income Security for Veterans

702: Veterans Education, Training, and Rehabilitation
703: Hospital and Medical Care for Veterans

704: Veterans Housing

705: Other Veterans Benefits and Services

Description of Function:

Most programs in this function are administered by the Veterans
Administration in support of former members of the armed serv-
ices and their survivors and dependents. Over half of the outlays in
this function are for income security programs: compensation, pen-
sions, and life insurance, and slightly more than one-third of the
outlays are targeted at hospital and medical care for veterans. Vet-
erans education, training, rehabilitation, housing and other bene-
fits comprise the remainder. Nearly the entire function requires
current action by Congress, yet most of these outlays are virtually
uncontrollable because of the entitlement nature of the major pro-
grams.

Major Federal Programs in This Function:

Veterans Disability Compensation
Veterans Pensions

Veterans Education and Training (GI Bill)
Veterans Hospital and Medical Care
Veterans Guaranteed Housing Loans
Veterans Life Insurance

Major Federal Department and Agencies in This Function:
Veterans’ Administration
(92)



FUNCTION 750: ADMINISTRATION OF JUSTICE

751: Federal Law Enforcement Activities

752: Federal Litigative and Judicial Activities
753: Federal Correctional Activities

754: Criminal Justice Assistance

Description of Function:

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

Major Federal Programs in This Function:

Alcohol, Tobacco, and Firearms Investigation (ATF)
Federal Bureau of Investigation (FBI)

Drug Enforcement Assistance (DEA)

Immigration and Naturalization Service (INS)
Legal Services Corporation

U.S. Customs Service

U.S. Prisons

Federal Judiciary System

Law Enforcement Assistance

Juvenile Delinquency Prevention
Secret Service

Major Federal Departments and Agencies in This Function:

Department of Justice
Department of Treasury
Legal Services Corporation
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FUNCTION 800: GENERAL GOVERNMENT

801: Legislative Functions

802: Executive Direction and Management

803: Central Fiscal Operations

804: General Property and Records Management
805: Central Personnel Management

806: Other General Government

809: Deductions for Offsetting Receipts

Description of Function:

This function covers the general overhead costs of the Federal
Government. By far the largest proportion of new budget authority
and outlays are attributable to operations of the Treasury Depart-
ment (including the Internal Revenue Service). The balance is dis-
tributed among a large number of relatively small accounts. The
Iign;'lslative Branch typically accounts for about one-fifth of the net
total.

Major Federal Programs in This Function:

Legislative Branch Activities
Federal Buildings Fund
Income-Tax Administration

Major Federal Departments and Agencies in This Function:

Congress and its Agencies

Executive Office of the President
Department of Treasury

General Services Administration

Office of Personnel Management
Department of Interior: Office of Territories
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FUNCTION 850: GENERAL PURPOSE FISCAL ASSISTANCE

851: General Revenue Sharing
852: Other General Purpose Fiscal Assistance

Description of Function:

The General Revenue Sharing program accounts for about 70
percent of this function. The balance of the function is comprised
of payments and loans to the District of Columbia, along with the
return of portions of certain taxes and other charges to States,
local governments, and territories.

Major Federal Programs in This Function:

General Revenue Sharing

District of Columbia Federal Payment

Payments in Lieu of Taxes to States and Counties (PILT)
Payments to Territories

Major Federal Departments and Agencies in This Function:

Department of Treasury
Department of Interior
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FUNCTION 900: NET INTEREST

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

Description of Function:

This function is composed principally of interest on the public
debt, to which are added minor amounts of other interest paid by
the Federal Government (interest on income tax refunds, for exam-
ple) and from which are deducted offsetting receipts, such as inter-
est received by trust funds and interest paid by the Federal Financ-
ing Bank on its off-budget borrowings from the Treasury. The

Treasury Department accordingly accounts for almost all of the
transactions in this function.

Major Federal Programs in This Function:
Interest on the Public Debt
Interest Received by Trust Funds
Interest Received from Off-Budget Agencies
Major Federal Departments and Agencies in This Function:
Department of Treasury
(96)



FUNCTION 920: ALLOWANCES

Description of Function:

This function includes an amount for the civilian agency pay
raises which are assumed for the budget year and projected for
future years. It also may include amounts for contingencies or
other budget initiatives, where the specific funding levels, by func-
tion, have not yet been determined.

Major Federal Programs in This Function:

Civilian Agency Pay Raise
Increased Employing Agency Payments for Employee Retirement
Contingencies for Other Requirements

9



FUNCTION 950: UNDISTRIBUTED OFFSETTING RECEIPTS

951. Employer Share Employee Retirement
953: Rents and Royalties on the Outer Continental Shelf

Description of Function:

Undistributed offsetting receipts involve financial transactions
that are deducted from budget authority and outlays of the Gov-
ernment as a whole. The two items in this function are the employ-
er’s share of employee retirement programs, composed of the Fed-
eral Goverment’s contribution to its employee retirement plans, re-
ceipts from the sale of leases on Outer Continental Shelf (OCS)
lands, from annual rental fees, and from royalties on oil and gas
production from leased Federal lands.
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APPENDIX E—MULTIYEAR PERSPECTIVES

Function 050: National Defense

(In billions of doitars]

Budget
authority

Outlays

Fiscal year:
TIBO ACRUAL ..o et sr et ra s ek b st R bt st 143.85
TOBY ACRUAL ... nrs s ensb e s AR SR SRR R e 180.00
TOB2 ALtUAL ... rerer e en s s ss e e e AR R R et st nesr s 216.53
TIB3 a0tual .. .. . e e s e et st et e 245.05
Fiscal year 1984 administration's request (Feb, 1, 1984) ...t 265.30
Administration's request reestimated by CBO ... s ssians 264.50
CBO current policy baseline (Mar. 7, 19Bd)................coeooeciercrsmrmmerrceecmms s ieecesssssssancssinss 264.05
Fiscal year 1985:
Administration's request (Fab. 1, 19B8) .. .. ..o 313.40
Administration’s request reestimated by CBO ...................ccooco e rrnrcsnnen s e annes 313.75
CBO current policy baseline (Mar. 7, 1984)..........cooo e e sres s et semenmnenss 297.30
Fiscal year 1986:
Administration’s request {(Feb. 1, 1984} ..............ccooermrimeucsrennsemesrmrerermseminicasenes cviicsaias 359.00
Administration's request reestimated by CBO ... ........c...cooercevcreri e v e 359.00
CBO current policy baseline (Mar. 7, 19BA).......... ..o e rcesen e 329.00
Fiscal year 1987:
Administrations request (Feb. 1, 19B4) ............. ... .. oo e e e 389.10
Administration's request reestimated by CBO ................ ..o 389.10
CBO current policy baseline (Mar. 7, 1984).............cooormrr st rsssn s sessesees 367.20

134.00
157.50
185.30
209.90
23755
23430
234.40

272.05
27350
263.40

310.55
315.30
294.60

348.60
352.45
329.00

Function 150: International Affairs

[In billions of dolfars]

Budget
authority

Outiays

Fiscal year:
T9B0 BCUAL. ... ener et e b et it Rt anRtnt e 15.65
TOBE BCHUAL........ooeereee e et et et senssess b s R seee s eR A ra st e et e 2495
J9B2 A0HUAL ...t et s b R B b Ot b e 15.40
TOB3 AChUAL ... s e e spm et e 1.20
Fiscal year 1984:
Administration's request (Fab. 1, 1984) ... . . o s i, 2295
Administration’s request reestimated by CBO . . ... rene e 2215
CBO current policy baseline (Mar. 7, 19B8).............oo ettt s s sestmaereos 21.00
Fiscal year 1985:
Administration's request (Feb. 1, 1988) . ... . s 2235
Administration's request reastimated by CBO .. ..., 21.25
CBO current policy baseline (Mar. 7, 19B4)............ccoococerive i srssmnsssarnssarns 16.20
Fiscal year 1986:
Administration's request (Feb, 1, 19B4) ... ... . .o s 235
Administration's request reestimated by CBO ...t 22.40
CBO current policy baseline (Mar. 7, 1984)........... 17.25

(99)

10.90
11.25
10.10

9.00

13.50
1225
12.00

12.50
16.05
13.35

17.85
16.50
12.95
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Fiscal year 1987
Administration's request (Feb. 1, 1988) ... .. 1 13.85
Administration’s request reestimated by CBO ... 2.3 1780
€80 current policy baseline (Mar. 7, 1988)..............cccoiecimmemmissie s ssssssssssssssssanss 18.25 1340

Function 250: General Science, Space, and Technology

[in bilfions of dollars)

IOBO BOIAL .o oot ceeoaeeoreecb ekt eeesab RSt romec i LS RS YSSERRSRES R 6.15 575

DOB2 BORUAL ... st seas st pe b8 e eR R ARV R SR PR 10 1.05 110

TOBF BERURY ......ooeoeoeeeeerecee e reasnensmssessamsressassesesaassas 4o e E 2R84 274 R e s e 50 195 175
Fiscal year 1934 administration’s request (Feb. 1, 1984) ...t 8.55 430
Administration’s request reestimated by CBO ... ) 855 430
CBO current policy baseline (Mar. 7, 1984)......... ceeerees vt aRes e e e 8.55 830
Fiscal year 1985

Administration’s request (Fab. 1, 1988) s 9.05 8.80

Administration’s request reestimated by CBO ... 9.05 370

CBO current policy baseling (Mar. 7, 1984) _.............c..cccmumcrcrmmmmmmmsss s 8.9 8.65
Fiscal year 1986:

Mummtwns roquest {hb. 1, 18BR) e et et 9.50 335

CBO current policy baseline (Mar. 7, 138)............. i 9.05 290
Fiscal year 1987

Administration’s request (Feb. 1, 18B8) ... . s 10.00 580

Administration’s request reestimated by CBO ... 10.00 985

CBO current policy baseling (Mar. 7, J9BA)...........oooooio i ivssnsssssmmrassinssissss s mmssaesss e 9.35 420

Function 270: Energy

[in biflions of dollars]

Fiscal yaar:

Fiscal yoar 1984 admm s m (Fch. i 19“) evessassssa s aims e e 348 145
Administration” request reestimated by CBO ...t 3.00 3.00
CBO current policy basefine (Mar. 7, 1988) ..ottt 3.00 300
Fiscal yoar 1585

Administration’s request (Feb. 1, 1984) ... i 15 315

Administration's request reestimated by CBO ... 3% 350

CBO current policy baseline (Mar. 7, 1984) 445 400
Fiscal year 1936

Administration’s raquest (Fab, 1, J8B4) ...t areosemesrmisins 3.05 2%

Administration's request reestimated by CBO ... . . kR H k¥,

CBO current policy basaline (Mar. 7, 1988)........comrrm i imanan s sssisns 445 430
Fiscal year 1987:

Administration’s request (Feb. 1, 1984) .... 255 250
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Administration's request reastimated by CBO ..., e s 2.80
CBO current policy baseline (Mar. 7, 1984 ..o s e 440

275
420

Function 300: Natural Resources and Environment

[In billions of dolars]

Outiays

Fiscal year:
FOBO OB .o e s e AR AR e LSS R b 13.10
TOBZ BOBUBN .....ooooeeo oo ceeeceesesseveass st semnesms s e e eent bt R 551145 R Y 11.25
1983 20U ... eraa e e ensanes eseamereee s 1330
1984 adminivtration’s request (Feb. 1, 1988) ...t cannans 11.50
Administration's request reestimated by CBO ... ..o 11.65
CBO current policy baseline (Mar. 7, 1984)................ccconmnniireens 11.55
Fiscal year 1935
Administration's requast (Feb. J, I9BE) ... e s 1085
Administration’s request reestimated by CBO ... 11.25
CBO current poficy baseline (Mar. 7, 1988) oo 1195
Fiscal year 1986;
Administration’s request (Feb. 1, 1983) .. .niniirnnenns 10.65
Administration's request reestimated by CBO ... cvcnnvniiiinnirnnreees 11.20
CBO current policy baseline (Mar. 7, 1984) ... resssises s s s crsiiin 12.35%
Fiscal year 1987.
Administration’s request (Feb. 1, 19BA) ...t isesennees 10.45
Administration’s request reestimated by CBO ... csrenrmsiari s 11.15
C80 current policy baseline (Mar. 7, 19B8)...........oco s s ccteess 1275

13.85
13.55
13.00
1265
12.30
12.30
12.25

113§
11.55
12.00

10.65
11.30
12.15

10.20
11.05
1220

Function 350: Agriculture

{in Billions of doflars]

Outlays

1980 2002 ....ocorvvirimiienrrr s e st b s 5.05

1982 actual . v spvneape e ARe e et et et 18.80

1984 administratlons nquest (Fub l 1934) 4.25
Administration's request reestimated by CBO ... cspssssans s 425
CBO cusrent policy bassline (Mar. 7, J9B8).........vrrimmimrnensccntinne e 415
Fiscal year 1985;

Administration's request (Feb. 1, 19848) ... eeerarrte e rnenees st e een 1210

Administration’s raquest reastimated by CBO ...t i . 45

CB0 current policy basaline (Mar. 7, 1988).....ccc s 1465
Fiscal year 1986:

Administration’s request (Feb. 1, 1984} ...t 11.75

Administration’s request reestimatad by CBO ... 14.00

CBO current policy baseline (Mar. 7, 19B8) .. oot 1875
Fiscal year 1987:

Administration's requast (Feb. 1, 1988) ... s ssemsrsssssene e 11.30

Administration's request resstimated by cse ..................................................................... 139

CBO current policy baseline (Mar. 7, 1988) ...t 17.10

12.05
1553
1195

1375
16.95
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Function 370: Commerce and Housing Credit

{ia biions of dollars]

authority Outteys

Fiscal year:

1982 actual ..
Bﬂm

S PP TPPPIEE SRR PELEL TR TR RN

Fiscal yoar 1984 Mtntm s ruquut (Fob 9
Adminisiration's request reestimated by CBO ...
CBO Current policy bassline (Mar. 7, 19%4) ...
Fiscal year 1885

Administration's request (Feb. 1, 1984) ..

R L AL L L LA L]
lm) T LT E e e LR LR A E]

Administration’s request nuﬁmtaé by CBO f.'.'.f.'.'.::f.'.'f.ﬁ'.Z'.'.'.f','.'.'.ﬁf.f.l'.:'.:'.:'.'.'.:f.f.:'.f.f.'.:'.

Fistal yoar 1986
Administration’s request (Feb. 1, 1984) ..

Admiistration’s r6quest roestMBted by CBO... - ...ocrrrrrrr

CBO currant policy basaline (Mar. 7, 1988). ...t s

Fiscal ysar 1987:
Administration’s request (Feb. 1, 1384) .

Adswiistration’s roquest reestimated by CBO ...

10.50
6.55
640
525
5.50
5.60
5.60

5.05
520
655

5.05
540
6.55

6.40
6.80
.20

180
8

Function

400: Transportation

{in billions of doflars}

Budget
authority

Fiscal year

1983 actual ...
Fiscal yoar 1584 adminismﬁon’s uqas‘l (Fab 1
Administration's request reestimated by CBO ...
CBO current poficy baseline (Mar. 7, 1984)...
Fiscal yoar 1385

Administration’s request (Feb. 1, 1384) .

!98‘} -

Administration’s request reestimated by g ——

Fiscl yaar 1586

Administration’s request (Fab. J, 1988) .. i s

Administration's request reestimated by CBO

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

€8O current policy Daseling (Mar. 7, T88A) ... o

Fiscal ysar 1387
Administration’s request (Feb. 1, 1334)

Mot e st B0

20
4.9
225
21.05
2945
29.35
29.30

NG
825
30.15

30.15
3045

30.00
s
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Function 450: Community and Regional Development

{4n bitiions of dellars]

Fiscal year:

TUBL BERUBL . o oo s st Reas R TR b 8.15 9 a0

B8 AOUE ..o e a e AR SAATEErE R a e ba e ecs A S 8 b ] 5.95
Fiscal year 1984 administration’s request request (Feb. 1, 1984) ..o, 1.25 1.60
Administration’s request reestimated by CBO ... e 1.5 1.60
CBO current policy baseline (Mar. 7, 1984).. 7.20 71.80
Fiscal year 1385

CBO current policy baseline (Mar. 7, 1988). e 1.00 845
Fiscal year 1986;

Administration's request (Feb. 1, 1984) .. ...t sssainas oo 6.65 7.10

Administration's request reestimated by CBO ... ....... oo 6.65 7.45

€80 current policy baseline (Mar. 7, 1988) ..o 1.5 8.25
Fiscal ysar 1987:

Administration’s request (Feb. 1, 19B4) ...........cvoormmrmmmmccsons i 6.65 6.85

Administration's request reestimated by CBO ... 6.65 125

CBO current policy baseling (Mar. 7, 19B4).........c.ccovimmrmmenncccici s 8.20 840

Function 500: Education, Training, Employment, and Social
Services

[in billions of dollars)

Budget
authority Qutiays

Fiscal year:

OBL AERIEL......ooceocooeocoe oo sssns s s s e e e Re 30.60 31 w

OB2 BERUAN .oe.ceeremnecneecn et e et st S s s AR BE AR R R R 5.9 26.35
Fiscal year 1984 tdmsms!u!m s raquest (Feb 1 ISM) ............ . 31.20 28 10
Administration’s request resstimated by CBO .. N 2800
CBO curvent policy baseline {Mar. 7, 1934) 3140 28.15
Fisca! year 1985:

Administration's request (Fab. 1, 19B4) ..o 2150 7%

Administration’s request reestimated by CBD 21.25 .80

CBO current policy basaline (Mar. 7, 1984)........c.coonnimmnssrvimmmmsnsnisnianns 30.15 29.30
Fiscal year 1986

Administration’s request ... — - 218 Fa

Administration's request mstlmatcd hy CBO e iarr s eraRas s 2730 27.15

CRO cumrent policy baseling (Mar. 7, 19B4)....... i s 0 30.45
Fiscal year 1987;

ADMINIStration’s TBQUEEE ...........c...on i smis st s ss s s reb e 2785 27.60

Administration’s requast reastimated by CBO ... 2745 27.10

CBO current policy baseling (Mar. 7, 1984).............ocooccrcicmmmmmmsissssies i sssissens 3295 31.30
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Function 550: Health

[in Willions of doflars]

Fiscal yoar:

T2 BRI oo ook s sae eSS RS AR AR AR 046
Fiscal year 1584 admmm s nqnnst (fcb. 3 lSﬂ} 31.60
Administration’s request reestimated by CBO ... 3160
Fiscal year 1985
Fiscal yoar 1986:

Administration’s raquest (Feb. 1, 1984) ... s 34.75

Administration's request reestimated by CBO ...ttt st e 35.05

CBO current policy baseline (Mar. 7, 1984). ... 3695
Fiscal year 1987

2.15
2685
2145
2855
30.65
30.80
30.80

2%
U
3170
35.00

kY fr.
3740
3935

Function 570: Social Security and Medical

[in biflions of dollars]

Budget
authority

Outlays

Fiscal year:

BOB2 BEABAL oo R R 199.40
Ewl year 1su admlmstntlon s mucst (Fob. l 1su) 238 70
CBO current policy bassline (Mar 7, 1934), 237 9
Fiscal yoar 1985:

CBO current policy baseiine (Mar. 7, 1988)......co.oovvirmimmiiisimcsisnissrrrsssstssss e ria %l
Fiscal year 1986
Fiscal yaar 2937

C80 current policy baseline (Mar. 7, T9B8). ........ccocmioimimncmrirmcnmssstmsmmsesssmssss s sasessesas s 328.70

150.65
178.7%
202.55
223.30
20.20
23845
239.4%

259.10

280.65
mAss
79.75

303.65
300.50
304.10
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Function 600: Income Security

[in billions of dollars]

Budget
authority Outlays

Fiscal yoar:

1983 actual...... 134.90 12215
Fiscal year 1984 admlmstraunn 5 nquest (Feb l 1984) 134.15 112.45
Administration’s request reestimated by CBO ... eeevees eesiest e s eea e e e na e et 117.25 96.85
CBO curvent policy baseline (Mar. 7, 1984)............ oot e cvreens R 118.50 97.35
Fiscal year 1985:

Administration's request (Feb. 1, 19B4) ... e 139.20 114.35

Administration’s request reastimated by CBO ... 140.25 113.40

CB80 cwirent policy baseline (Mar. 7, 1984) 138595 115.4%
Fiscal year 1986:

Administration’s request (Feb. 1, 19B4) ... .. .. . e 151.60 117.95

Administration's request reestimated by CBO ... 153.75 112.25

€80 current policy baseline (Mar. 7, 1984)........... ... 156.05 12070
Fiscal year 1987:

Administration’s request (Feb, 1, 1984) ............ccccccernens 163.30 121.95

Administration's request reestimated by CBO. 165.65 122.15

CBO current policy baseline (Mar. 7, 19BA)...........ccoocoooremioreeereeeinneeensesmsnscsssnessssnssesssestons 165.65 126.20

Function 700: Veterans Benefits and Services

[In billions of dollars]

Bud
lulh:r?tty Outlays

Fiscal year:

JOBL BEHIAL ..............oooo s snr s s ssass s saass s s rsmsa s ba s e ssas s s st s eaars .15 23.00
Fiscal year 1984 admlmstratmn s nquest (Februlry l 1984) 26.30 2580
Administration’s request reestimated by CBO ... 26.05 2545
CBO current policy baseline (Mar. 7, 13B4).............ccoceemnssn e csessesssessssss s ssssssenn 26.15 25.80
Fiscal year 1985:

Administration's request (Feb. I, 19B8) ..........cccoevumrvenneirioneceeoo e eesss oo seee e s 27.30 26.70

Administration's request reestimated by CBO ... e 7.0 26.30

CBO current policy baseling (Mar. 7, 19B4).............coooooooorioe e seerenae 27.10 26.40
Fiscal year 1986:

Administration’s request (Feb. 1, 1384) ........ccoucciumiicmeisi et eereseraesen s osanmesonas 2840 27.30

Administration's request reestimated by I':BO 2.2 2165

CBO current policy baseline (Mar. 7, 1984)...............cccoomecc i censeresssaces s sns s 2130 26.95
Fiscal year 1987

Administration's request (Feb. 1, 1984) ... 29.60 28.95

Administration's requast reestimated by CBO ... 28.90 2245

CBO current policy baseline (Mar. 7, 1984)............ccomemroicecceeeces o eneeseeeeses e 28.00 21.60
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Function 750: Administration of Justice

[In bifions of dollars]

Fiscal year:

T9BO SCIUAL ... s e raRRa

1983 ACURL ...t it s at s AR RS SRR RS AR RR SRR RS b1
Fiscal year 1984 administration's request (Feb. 1, 1984) ..............cccoooooiimerreeerevesers s,
Administration’s request reestimated by CBO .................c...oocovevoiemrrrcinins e renesesserene
Fiscal year 1935:

Administration's request (Feb. 1, 1984) .....................

Administration’s request reestimated by CBO ............

CBO current policy bassline (Mar. 7, 1984).......................
Fiscal year 1986:

Administration’s request (Feb. 1, 19B4) ................ooconrccrnreresseresrssssssnrmsransarerss

Administration’s request reestimated by CBO .................... eertreer ey tas sy Er st ans

CBO current policy baseline (Mar. 7, 19B4)...............cccoooomrreeinenereraomisisnssressisses s sasseases
Fiscal year 1987

Administration’s requast (Feb. 1, 1984) ... sreemsers s enasiane s

Administration's request resstimated by CBO ......................cee..eee.

CBO current policy baseline (Mar. 7, 1984)...............cccocrnmnrnnnnenn,

4.40
440
475
5.36

5.95
5.90

6.05
6.05
6.20

6.15
6.15
6.35

6.30
6.30
6.45

4.60
4.75
470
5.10
6.00
3.95
5.95

6.15
6.10
6.15

6.10
8.15

6.15
6.25
6.45

Function 800: General Government

[in biltions of dollars)

B
oty

Outlays

Fiscal year:
Fiscal ysar 1984 administration's request (Feb. 1, 19B4) ....................icciinmmmnmecnnn.
Administration’s request reestimated by CBO ... ssssescersenns
CBO current policy baseline (Mar. 7, 1988)...............ccoociomrerrisseresconssssnsmss s sssssenses
Fiscal year 1985;

CBO current policy baseline (Mar. 7, 1384).................ooooocrcrcssnis s srrasas
Fiscal year 1986:

Administration's request (Feb. 2, 1384) ................................ .

CB0 current policy baseline (Mar. 7, 1984)..............ccooooccnicrnss s ssssmsasennnenens
Fiscal year 1987:

Administration's request (Feb. 1, 1984) ................ccccrvirierrinriins

Administration’s request reestimated by CBO ...

€80 curmant policy baseline (Mar. 7, 1984)..............ocoonnrrssessrms s sninens

425
4.90
4.70

5.55
545
525

5.80
5.85
5.70

5.90
5.90
5.95

585
6.00
6.05

415
LX)
445
480
5.65
5.50
546

5.75
5.70
5.55
5.70
575
5.65

5.85
590
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Function 850: General Purpose Fiscal Assistance

[in billions of doflars)

Budget
authority

Outiays

Fiscal Year:

BOBZ ACRUBL ...ttt ars s St st eaesracenenas 6.40

1983 actual...... 6.35
Fiscal yoar 1984 admmlstranon ] nquest (Fob 1 1984) 6.75
Administration's request reestimated by CBO evrr et e faniesan < 6.80
CBO current policy baseling (Mar. 7, 1984) ............ccoeccmmerecsemsrmnimmnsnacsnasmsssecssesssseaccrmssesmaenne 6.80
Fiscal ysar 1985:

Administration’s request (Feb. 1, 19B4) ... eneree 6.65

Administration’s request reestimated by CBO ... 6.55

CBO current policy baseline (Mar. 7, 1984)................ccoovvrvrci et 6.65
Fiscal year 1986:

Administration’s request (Feb, 1, 1984) ... e e 6.80

Administration’s request reestimated by CBO ..................oooiceis 6.60

CBO current policy baseline (Mar. 7, 1984).........oorr et 6.75
Fiscal yoar 1987:

Administration's request (Feb. 1, 1984) ... srnsenimenes ceeeeenneens 6.95

Administration’s request reestimated by CBO ..., 6.70

CBO current policy baseline (Mar. 7, 1988). ... . e 710

8.60
6.85
6.40
6.45
6.75
6.80
6.80

6.65
6.55
6.65

6.80
6.60
6.75

6.95
6.70
1.05

Function 900: Net Interest

{In biltions of detlars]

Outlays

Fiscal year:
Fiscal year 1984 admlnistutmn s raquost (Feb 1 1984) ............................................................... 108.25
Administration's request reestimated by CBO ... 109.50
CBO curren polity baseline (Mar. 7, 19B4)......................oocmccen s sessessmesseresaans 109.65
Fiscal year 1985;
Administration’s request (Feb. 1, 1988) ... 116.15
Administration's request reestimated by CBO 125.00
CBO current policy baseline (Mar. 7, 1984) ...t 125.65
Fiscal year 1986:
Administration’s request (Fab. 1, 19BA) ... e ssessssssseessnssssnnens 124.25
Administration's request resstimated by CBO ... ——— 143.30
CBO current policy baseling (Mar. 7, 1384)... 144,55
Fiscal year 1987:
Administration’s requast (Feb. 1, 1984) ... e 130.85
Administration's request resstimated by CBO ... 164.85
CBO current policy baseline (Mar. 7, 19B)..................coooooommin i areseresstass s seae e 167.00

52.50
68.75
85.00
29.80
108.25
109.50
109.65

116.15
125.00
125.65

124.25
143.30
144,55

13885
164.85
167.00

32-727 0 - B4 8
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Function 920: Allowances

(In billions of dellars)

Bud
auﬂn:d.tty

Outlays

Fiscal year:
1980 actual................

1982 actual...........ooeee.

Administration’s request reastimated by CBO

Fiscal yaar 1984 administration's request (Feb. 1, 1984)

CBO current policy baseline (Mar. 7, 1988) .............occcovimnmrinninsiianns

Fiscal year 1985:

Administration’s request (Fab. 1, 1984) ..o s ssenecs s oo
Administration’s request reestimated by CBO ... ... .. ..,
CBO current policy baseline (Mar. 7, 1984)..... ... b mnsasssains

Fiscal year 1986:

Administration’s request (Feb. 1, 1984) ... s snaseene s
Administration's request reestimated by CBO ...

CBO current policy baseline (Mar. 7, 1984)
Fiscal year 1987:

Administration's request (Feb. 1, 19B8) ...
Administration's request reestimated By CBO ...
CBO current policy baseline (Mar. 7, 1984) ... e ececimnesenes

"
(")
(*)
*

0.45
0.65

0.95
0.95
1.00

4.15
39
275

6.35
6.05
4.70

(*)
()
")
*

0.55
0.70

0.95
0.95
1.05

4.05
4.10
2%

6.30
6.30
4.95

! Not available.

Function 950: Undistributed Offsetting Receipts

{in bifliens ot dollars}

Budget
authority

Gutlays

Fiscal year:

1981 actual s

1982 actual ...
1983 actual...

Fiscal year 1984 admlmstntlon s request (Feb 1, 1984)

Administration’s requast resstimated by CBO . .

CBO current policy baseline (Mar. 7, 1988)................cooococii et ssanasas

Fiscal year 1985:
Administration’s request (Feb. 1, 1984) ...

Administration’s request reestimated by CBO

C80 current policy baseling (Mar. 7, 1984)............oiini i iy

Fiscal year 1986:

Administration's request (Feb. 1, 1984) ....... ..o,

Administration’s request reestimated by CBO ...,
CBO current policy baseline (Mar. 7, 1988)..................ocoommrmmimremecresemnssmssncon e essenscrensses

Fiscal year 1987:

Administration’s request (Feb. 1, 19B4) .. . o e e
Administration’s request reestimated by CBO ..o,
CBO current policy basaline (Mar. 1, 1984)...........oomimimncmcscn s rsrsssanees

=199
—28.05
—26.10
—34.00
—34.05
—15.20
—15.20

-3%.25
—34.45
—33.80

—-29
-38.15
—36.75

—4505
—40.15
—2865

—19.95
—28.05
—26.10
—34.00
—34.05
-15.20
—-15.20

—35.25
—34.45
-33.80

—-290
—38.15
—36.75

—45.85
—40.15
—38.65




XII. VIEWS

ADDITIONAL VIEWS OF HON. PAT WILLIAMS, HON.
HOWARD WOLPE, HON. MIKE LOWRY, HON. TIMOTHY E.
WIRTH, AND HON. LEON PANETTA

The Budget Committee this year projects significant continuing
growth in the National Defense budget function, but at more mod-
erate rates than those in last year’s Congressional projections. We
want to emphasize that this more moderate growth is ne
order to set the budget on a path toward significantly reduced defi-
cits by the end of the decade.

The Budget Resolution does not, of course, specify how, precisely,
Congress ought to reach the budget targets for defense set out in
the Resolution, and it is not in the purview of the Budget Commit-
tee to prescribe exactly which of the Administration’s program pro-
posals ought to be trimmed in order to reach the funding level
which we endorse. It is within the purview of the Budget Commit-
tee, however, to consider carefully the long-term budgetary impli-
cations of funding decisions which are made now. In military
spending, especially, commitments to go ahead with particular pro-
grams have their major effect on the budget only several years
later. For a number of reasons, we are persuaded that Congress
needs to begin, this year, to perform some selective, but not minor,
surgery on those programs whose costs will grow most in the
future, in order to meet long-term spending targets without creat-
ing severe problems.

Already, we are beginning to see symptoms of potentially serious
difficulties in our military posture which could grow progressively
worse if we fail to make choices among major investment
grams. Although it is poulble, in the short run, to meet Bugg
Resolution targets simply b ﬁr stretching out procurement programs
and by trimming various other accounts, a number of reports imply
that we would merely be putting off into the future, and making
more difficult, a series of problems created by our inability to set
priorities. These problems include:

(1) Maintammg readiness.—As several analyses have
noted, “investment” in new weapons and related programs has
grown, during the Reagan military bulldup, at more than twice
the rate of growth in “operating” accounts. In itself this
doesn’t necessarily prove that the Administration is_short-
changing the “readiness” of military forces in order to finance
its favored weapons projects—many “readmess related pro-
grams are funded in procurement and other “investment’ ac-
counts; for that matter, not all “operating”’ expenses add to
readiness (landscaping around the golf course, for example).
However, recent reports that fewer Army and Air Force units
are considered ‘“fully or substantlally” combat ready today
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than in 1980 must concern us. Some of the decline, to be sure,
is for technical reasons, and by some other indices, the situa-
tion has improved in recent years as the attention to readiness,
which began in the Carter Administration, has continued. Still,
it distorts the record to suggest, as the Administration did
using an across-the-services average of these readiness ratings,
that such measures show an overall improvement. In fact, we
have a number of very good reasons to be concerned that
readiness will come under considerable pressure over the next
few years:

@® Many knowledgeable experts argue that the military
will have a hard time absorbing the large number of new
weapons systems which are coming on line all at the same
time—the pace of weapons modernization may be so rapid
as to disallow efficient integration of new systems into
training and logistics programs.

® Perhaps more ominously, earlier studies (especially
Frankin Spinney’s ‘“Defense Facts of Life,” of 1980), con-
tend that defense planners have historically underestimat-
ed long-term operating costs of new weapons systems even
more seriously than they hvae underestimated procure-
ment costs. With so many new, untried systems entering
the inventory at once, this is a matter of great concern.
We simply do not have enough experience to predict oper-
ating costs of all these new systems accurately, and we are
risking a very substantial shortfall of funds as a result.

® Finally, to the extent that we trim long-term spend-
ing for defense, but fail either to eliminate costly weapons
programs entirely or to hedge against procurement and op-
erating cost growth, it becomes increasingly likely that
readiness-related programs will bear a larger and larger
share of any year-to-year reductions in the budget which
become necessary.

All of this suggests, at the very least, that reductions which
Congress makes in the military budget should be biased toward
trimming major procurement programs, rather than operating
expenses or other readiness-related accounts.

(2) The affordability of procurement programs.—The CBO
and GAO have each recently released studies suggesting that
the costs of procurement programs, once again, are being badly
underestimated. Franklin Spinney, and the Air Force panel
which prepared the “Affordable Acquisition Approach’” report,
have pointed out the negative consequences of failing to hedge
adequately against cost growth. For its part, the Reagan Ad-
ministration has tried to start up a host of new procurement
programs, whose costs are small at the beginning, but which
grow substantially over time (the ‘‘funding wedge” or ‘“bow
wave”’). The effect of underestimating costs across-the-board,
therefore, given the size of the procurement buildup, could be
much worse now than ever before.

(8) Controllability of the milita budget.—Under current
plans, by 1989, 41 percent of the military budget will be deter-
mined by prior year commitments (up from 34 percent in FY
84). The problem is difficult, because once new programs are
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well into production, we can’t really shut them down. This
means that if problems do arise in the military buildup—if we
do encounter unexpected procurement or operating cost in-
c}:;eases——we will be more and more hard pressed to deal with
them.

There is more than enough blame to go around for the very diffi-
cult situation we face now. All the experts told us that it would be
most efficient to build up military strength at a steady, sustainable
pace. For its part, the Administration used the big increase in mili-
tary spending in its first years to lock into the budget funds for its
pet projects, whatever the long-term effect (e.g., strategic programs,
which grew in cost from $13.3 billion in FY 1980, to a proposed
$40.3 billion next year; and the Navy, which structured in huge
long-term budget increases to pay for two new carrier task forces
and four new “Surface Action Groups”). In effect, the Administra-
tion’s way of planning was to give a blank check to whichever of
the services was first in line with its wish list—which isn’t even a
good way to give out Superbowl tickets, let alone plan military
policy. Given the nature of the problem, and the reasons for it,
there are several approaches which we need to take:

@® Above all, we need to stick to rigid, long-term limits on
the rate of growth of military spending. If we back off from the
long-term constraint we projected last year, we are reinforcing
a destructive pattern in which military planners fail to budget
to realistic, long-term funding limits.

® Beyond that, a somewhat slower rate of growth is in order
as a way of encouraging the Pentagon itself to begin setting
priorities among programs and hedging against cost growth.
Although DoD officials criticize Congress when we stretch out

programs or shave O&M budgets, so far, that’s all they’ve done
themselves whenever they've been forced to reach slightly
lower budget targets. Surely the Defense Department can do
better. In the “Affordable Acquisition Approach” report, Air
Force advisors came up with a prioriti list of weapons pro-
grams, and suggested eliminating programs at the bottom.
That’s the kind of procedure we ought to encourage.

® In the absence of help from the DoD, we need to begin, as
much as possible, to set some priorities ourselves. Given that
we apparently can’t afford to pay for all the programs we cur-
rently have coming on line at full production rates, we should
consider first, limiting any ‘“‘new starts.” Thus, we should
freeze funding for the “Strategic Defense Initiative” and other
“gtrategic defense” programs at last year’s level, and, perhaps,
cancel or delay the DDG-51 program—we should not open up
any big new funding “wedges”’ without first finding space for
them in the budget. Beyond that, we should take a very close
look at areas of the budget which have grown most in recent
ilears——especially strategic nuclear weapons programs and the

avy. The best candidate for cancellation is the MX, since we
may not be able to afford the big increase in the structure of
the Navy which is projected, we should consider eliminating
one or more of the iplanned carrier battle groups—if it's too
late to cancel one of the new Nimitz-class carriers, we could
retire one or two older carriers scheduled for overhaul in the
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“Service Life Extension Program.” Finally, we should search
out some perhaps less than fully successful weapons programs
to cancel—the DIVAD might be one candidate, the IIR Maver-
ick another—and we should shift the money we save into
readiness related areas.

PAT WILLIAMS.
TiMm WIRTH.
LeON PANETTA.
Howarp WoOLPE.
MiIkE Lowry.



ADDITIONAL VIEWS OF HON. PAT WILLIAMS AND HON.
BRIAN DONNELLY

Congress’ attempts to this date to reduce domestic spending have
address the largest component of federal spending, entitlement pro-
grams, on a disjointed, piecemeal basis. Entitlement programs ac-
count for 46 percent of the federal budget, and 85 percent of all en-
titlement spending goes to non-means-tested entitlements, the
fasted single growing segment of the federal budget. _

In analyzing the piecemeal approach, we have chosen to review
what has happened to the Civil Service Retirement System as a
primary example. . )

The Civil Service Retirement System (CSRS) paid approximately
$20.8 billion in benefits to about 1.3 million retirees and almost a
half million survivors in FY83. Retiree benefits averaged about
$1,075; survivor benefits less than $500 monthly. Payroll taxes
(equal employee and employer “contributions’’) pay only 40 percent
of the projected cost of geneﬁts, and general revenue, some in the
form of interest payments, accounts for the rest.

Before the 97th Congress, CSRS benefits were fully adjusted for
inflation twice each year, in March and September. As a result of
the Ominbus Budget Reconciliation Act of 1981, the September
1981 adjustment was skipped and benefits became scheduled for
annual adjustment starting in March 1982.

In its second session, the 97th Congress made numerous other
changes to CSRS (P.L. 97-253). Among the most important, Con-
gress agreed to: (1) limit COLA to all federal annuitants under age
62 to half the “assumed increase” in the consumer price index
(CP]) for the year, (2) deny any COLA to military retirees employed
in the Civil Service; and (3) delay all federal COLA by one month
for each of the next three fiscal years—placing the COLA on a 13-
month schedule.

Most action relating to CSRS in the first session of the 98th Con-
gress concerned coverage of federal employment by Social Security
(P.L. 98-21). Resolving an issue that had surfaced periodically since
Social Securig’s origins in 1935, Congress expanded the program’s
coverage to all new employees hired after the beginning of 1984
and to certain current workers. Toward the end of the session, Con-
gress made certain changes to the treatment of workers so covered,
in order to maintain a kind of “contribution comgarability” be-
tween workers remaining only in CSRS and those who also became
covered by Social Security. In addition, Congress enacted legisla-
tion phasing out advantages received by workers whose wor -
reers causeg them to be entitled to both CSRS and Social Security.

The FY84 Budget Resolution adopted a 6-month delay for the
CSRS benefit COLA, therebg making the next adjustment due in
checks issued in January 1985. The resolution also made perma-
nent the reduced COLA for nondisabled retirees under age 62, a
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change that had been made for 3 years only. The next two reduced
adjustments will be based upon the CBO projections written into
the law when the change was adopted as part of the FY83 budget
reconciliation.

Thus, under the resolution, retirees receiving a ‘‘diet” COLA
were to receive a guaranteed increase of 3.6 percent in January
1985, even though the Consumer Price Idex (CPI), the measure-
ment to which CSRS indexing is normally linked, might not actual-
goﬁgld a COLA that high for retirees receiving an unreduced

The House-passed Reconciliation Act (H.R. 4169), however, de-
leted reference to the age 62 COLA split and instead adopted a per-
manent annual December adjustment based on the percent in-
crease in the CPI average for the third quarter of an adjustment
year over the average in the third quarter of the last year in which
an adjustment was made. CBO estimates that this change will save
$534 million in fiscal year 1984, and $2.5 billion over 3 years. The
House passed H.R. 4169 on October 25, 1983. As of the end of the
first session of the 98th Congress, H.R. 4169 was pending on the
Senate calendar. As of 1984, the Senate has not acted. Current law
provides that CSRS retirees over age 62 would receive a fiscal year
1984 COLA of 3.3 percent, and nondisabled retirees under age 62,
3i? ;;esrcent payable as of May 1, 1984, and first received in June
checks.

In addition to this detailed example of the action of the Congress
on non-means-tested entitlement programs, the Congress has en-
acted major spending cuts affecting the means-tested entitlement
programs which go to the poorest people in our society. The fact of
the matter is that they are the slowest growing parts of all the en-
titlement programs. The disparity of these program cuts can be il-
lustrated by a few examples.

The child nutrition programs, which provide subsidies for school
‘lunch programs and other meals for children, were reduced by 28
percent, the largest reduction in any means-tested entitlement pro-
gram. AFDC and food stamps have been cut by 13 percent. Accord-
ing to a recent congressional budget analysis, about 40 percent of
the federal savings from changes in benefit programs have come
from cuts affecting families with income below $10,000 per annum.

As the soaring deficit makes apparent, such unevenly distributed
cuts are not only unfair, they are ineffective as a means of balanc-
ing the federal budget.

There has not yet been time for the analytic arms of the Con-
gress to recalculate the impact on entitlement changes that have
been enacted. Dramatic changes have occurred in the structure of
benefits, tax law, and after-tax impact.

We strongly recommend that this Committee add its weight to
the other relevant committees of the Congress to create a tempo-
rary hiatus in new legislation affecting entitlements in order to re-
quest and study updated comparative data. What we are saying 1s
that the vital signs and other conditions of the patient have al-
ready changed right here on the operating table and we may want
to “call time” until we can determine the effect of the last oper-
ation.
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We believe that an ad-hoc Committee on entitlements should be
established to review options for the 99th Congress. This committee
could be composed of members of the House Budget, Ways &
Means, Appropriations, Education & Labor, Energy & Commerce,
and Post Office and Civil Service Committees, all of which will
}mve a role in any broad-based package of future entitlement re-
orms.

PAT WILLIAMS.
BriaN DoNNELLY.



ADDITIONAL VIEWS OF HON. LEON PANETTA

The House Budget Committee has developed a budget resolution
that deserves the enthusiastic support of all House members. It ad-
dresses the most dangerous problem facing Congress—enormous
federal deficits—with a realistic, achievable, three-year $182 billion
deficit reduction package, including $12 billion worth of reconcili-
ation spending cuts. It recognizes the plight of low-income Ameri-
cans by providing for an increase of $5 billion over current policy
for programs designed to meet their needs. It proposes placing de-
fense spending on a real growth path of 3.5 percent over the next
three years, basically the growth rate passed by Congress and
signed into law by the President last year. Finally, it implements
for the first time a pay-as-you-go procedure, which we hope will
focus the House on the need to match federal spending increases
with equivalent tax increases.

ADDRESSING THE DEFICIT CRISIS

The major challenge facing this nation is to sustain a strong eco-
nomic recovery. While statistics tell us that unemployment is fall-
ing, inflation is moderating, retail spending is increasing, and eco-
nomic growth is improving, the danger signs of high interest rates
and record trade deficits make it clear that long-term economic re-
covery is impossible unless we come to grips with the massive fed-
eral deficits projected for the rest of this decade.

The Congressional Budget Office projects that deficits will top
$300 billion by fiscal year 1989 if Congress fails to act to narrow
the gap between spending and revenue. What is often overlooked is
that this projection assumes five percent real growth in defense
spending (as opposed to the President’s request of 13 percent real
growth) and very optimistic economic assumptions: moderate infla-
tion (under 5 percent a year), interest rates (three-month T-bills
falling to 7.8 percent by 1989) and unemployment (6.5 percent by
the end of the decade). In other words if we should fall upon eco-
nomic hard times—another recession—we can expect to see deficits
soar to the $400 billion level late in this decade.

The threats to the economy posed by deficits of this size are real.
Warning about the dangers of large deficits during the current eco-
nomic recovery may seem a little like crying wolf, but the implica-
tions of continued high federal borrowing are clear.

We can point to the economic recove?r, bury our heads in the
sand and ignore the deficit crisis, but by doing this we gamble with
the nation’s economic future.

LARGER AND More ReaLisTic DEFiciT REDUCTION PLAN

This past January, the President challenged the Congress to de-
velop a three-year package of deficit reductions totalling $100 bil-
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lion—a sum that would have had very little impact on the annual
$200 billion projected deficits. Subsequently he agreed with Senate
Republicans on a package of savings totalling $152 billion that
largely emphasizes the same Adminidiration priorities of high de-
fense spending and severe domestic program reductions.

The House Budget Committee resolution proposes a three year
package of deficit reductions, totalling $182.4 billion, made up of
the following elements:

[In billions]

J-year total

BBV IUEE . evereveeieeeeroceeerieeearerassesasssresaseeesasassssesesastssonsssrsessassnsasssnsnsenssosesssasssnsannesssnsrbnbes 498
It OIIEIIES. .. vecevvveeiteieceeeseeseesaseissesssssssneresssssssssmassnesssnsesstasassssnesssasastrassnrsrssvneesssnanssn 102
DIBERIBE........cooeeeerereeeieririerieeessneesssssesssnerssnersssnsssanssssncesssscassmnnaseessstessonsessssassaesssrnsressnness 95.6
Non-Defense DisCretionary...........ccoevisrerimninieiianneciemnesaesssssssssssessssssssanns 4.6
GrACE COTIINABEIONN oo ceeeeeieeecaeeeeeeeeeeetetesnesaneesasatsaesssaseesaasssresrssnservorrsases sesnsssrassanessssesas 20
OffStting FECRIPE.......ccc oottt sees e st sece st seest o e st sanssssanesassesnssanas -14
1T 72 o - AU VR OO e OO P rO RO E 21.6
TOLAL..c.c.oviriirrieree ittt rscesesesssessssessesareessssssnesssesssssssssansensasantesabserabsebssanssoastenssassssnsssns 182.4

Enactment of this resolution will reduce the President’s original
projected deficits by $107 billion over three years, and his compro-
mise budget plan deficits by $34 billion over three years.

DEFICIT COMPARISON
[1n billions of dollars]

e e

President's original BUBRRL .................co.cccooooerrercrrinnceumeessenmsrscsnismsie s seens s reccnssenmicens 192 211 213
Heuse Budget Committee plan ............ 175 172 182

While the projected FY 8 and FY 87 deficits remain relatively
high under any approach, the hone is that Congress will do more
after the 1984 elections to further reduce the projected deficits. The
key is that the deficit reduction plan prepared by the House
Budget Committee is not only larger than the alternatives, but is
more realistic, and it can be enforced this year.

FAIR FREEZE

In an attempt to achieve fiscal discipline, the Committee resolu-
tion proposes a three year modified freeze of 3.5% nominal growth,
except for Social Security and other entitlements based on trust
funds, defense, and means-tested entitlements such as Medicaid,
Food Stamps and AFDC.

In addition, the Budget Committee resolution proposes a 3-year
package, totaling $5 billion, for increases over current policy in
such key low-income programs as WIC, Head Start, Low-Income
Energy Assistance, Low-Income Housing, Legal Services, Communi-
ty Services Block Grant, Job Training, Maternal and Child Health,
Child Nutrition, Food Stamps, Compensatory Education, Migrant
Health, Disability Insurance and CH.K%’.

The reality is that if any freeze af)proach to spending is to be
fair, it must recognize the need to fully maintain the social safety
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net programs that have suffered the largest reductions over the
last three years. The Budget Committee’s resolution maintains an
essential national commitment to programs targeted at the most
vulnerable individuals in our society.

Pay-as-You-Go

For the first time in the history of the budget process the Com-
mittee is proposing a pay-as-you-go procedure for new federal
spending. The pay-as-you-go concept, developed by Congressman
George Miller, contains a rather simple, but novel, idea: we should
pay for increases in federal spending on a year-to-year basis with
an equivalent amount of new revenue.

-The Committee proposes pay-as-you-go in two areas which experi-
ence real increases (increases over inflation) in our resolution: de-
fense spending and spending for low-income programs. The in-
creases in these programs over inflation—$44 billion in defense and
$5 billion in low-income programs—are matched by an equivalent
amount of revenue increases. It is no secret that this revenue in-
crease number is almost identical to the tax increase level pro-
posed by the Ways and Means and Senate Finance Committees,
and endorsed by President Reagan.

ENFORCEMENT THROUGH RECONCILIATION

For the fifth straight year the House Budget Committee has ap-
proved a reconciliation package to implement spending reductions
in the entitlement area. This year eight House committees will be
asked to develop $12 billion in deficit reductions—an essential part
the $182 billion deficit reduction package proposed in the resolu-
tion. As in past years, each committee will be given a spending re-
duction target, but what changes in law are made to reach that
target are totally within the discretion of each committee.

It is my hope that each of the eight committees can move quickly
in the coming days to fulfill the reconciliation instructions prior to
the Easter congressional recess. with the shortened session this
year, and with the November elections getting closer, it makes
sense for the Congress to act expeditiously on this essential part of
the three-year deficit reduction package.

SUMMARY

The challenge facing the Budget Committee this year was to
design a budget resolution that would deal with the deficit prob-
lem, address the needs of low-income Americans, and that would
put defense spending on a more rational growth path. I believe we
have put together a package that addresses these areas, that 1s
achievable and enforceable.

I hope members will join the Budget Committee in supporting
the resolution on the House floor.

LEON PANETTA.



ADDITIONAL VIEWS OF HON. GEORGE MILLER

The Budget Committee has taken a bold and non-partisan step to
control habitual spending by the president and the Congress, and
to reduce our dangerous national deficit.

As the originator of the ‘Pay-As-You-Go” deficit reduction
budget plan, I believe that the consensus resolution approved by
the Budget Committee deserves the strong support of every
member of Congress who is committed to relieving the chronic defi-
cits which jeopardize our Nation’'s economic future.

While not as rigorous as I originally proposed (and would still
prefer), the Committee’s “Pay As You Go” resolution reflects the
concerns of a wide ideological range within the Committee. The
policies contained in this resolution take a great step towards con-
trolling runaway spending and reducing the deficit in a responsi-
ble, equitable and effective manner.

This bold departure is urgently needed. The fiscal and budgetary
policies proposed by the Administration and adopted by the Con-
gress over the last three years have utterly failed to achieve the
fundamental goals set forth by President Reagan at the outset of
his Administration. “For decades, we have piled deficit upon defi-
cit,” Mr. an declared in his Inaugural Address, “mortgaging
our future and our children’s future for the temporary convenience
of the present.”

President Reagan proposed radical tax cuts, deep reductions in
domestic programs aimed at the poorest and most vulnerable of
our fellow citizens. He has promoted the most massive peacetime
military build-up in our Nation’s history, paid for almost exclusive-
ly through deficit financing. Congress unwisely has adopted those
policies, but the results have been almost exactly the opposite of
those promised by the President.

Those policies will add $1.1-trillion to the national debt during
President Reagan’s four-year term of office—$306-billion more than
in all the Administrations combined from George Washington
through Jimmy Carter. Under the budget pro by the Presi-
dent in February, we would spend $116-billion next year just to pay
the interest on the debt—$19-billion more than in the current
fiscal year.

Under this Administration’s policies, interest payments on the
debt have risen nearly 60 percent, according to the Wall Street
Journal, even faster than defense. At this rate of growth, the cost
of interest by 1987 will more than eclipse the total reduction in do-
mestic spending achieved by the Congress since 1981. Indeed, if we
followed the Reagan Administration’s proposals, we would in all
likelihood be :fending more to pay just interest on the debt by
1987 than for all domestic discretionary programs combined.

Yet the President and his supporters on the Budget Committee
want to “stay the course.” They call for more of the same. The

119



120

President urged Congress to cut an additional $9.2-billion in FY85
for programs for our neediest citizens, and over $32-billion through
FY&7. Fortg percent of all budget cuts recommended by the Presi-
dent would come from programs which serve the poorest of our
people, despite the fact that these programs constitute just 19 per-
cent of the budget and have already absorbed the deepest cuts of
any segment of the budget.

This is the President who, in his State of the Union address, in-
toned: “Our children come first.”

Not in his budget.

The President would slash a quarter of a billion dollars from
child nutrition, throw as many as half a million high-risk pregnant
women and infants off supplemental feeding programs, cut housing
for the elderly and the handicapped, gut rural and public housing,
and slash student loans and services for children an(f youth.

At the same time, the Administration proposed a $47-billion in-
crease for the military, whose budget authority already has grown
by more than 70 percent since 1981. .Under this proposal, the
budget for the military would exceed $700-million every single day
of the year. Even in the “new’” Reagan budget unveiled two weeks
ago, military spending would grow by nearly 7 percent—twice the
real increase approved by Congress last year.

Yet the Administration continues to oppose competitive bidding
on military projects. Defense officials also are actively lobbying the
Congress to repeal the new law requiring arms manufacturers to
give taxpayers warranties for the multi-billion dollar weapons sys-
tems we purchase.

Clearly, the budget proposed by the President makes little eco-
nomic sense. Even Mr. Reagan’s own chief economic adviser has
confessed that ‘“the things that raise the deficit are defense spend-
ing, interest on the debt, and the tax reduction.” According to the
analysis of Dr. Feldstein, whose candor almost cost him his job, the
Reagan budget is a prescription for economic disaster.

The Budget Committee wisely has determined that a new course
is required, a new approach which breaks with the traditional way
of developing a budget. The ‘“‘Pay-As-You-Go”’ budget is novel for
the Congress, but far from untested. Over forty state govern-
ments—and most of our constituents—operate on just such a basis.

The plan was first embraced by Thomas Jefferson who wrote, in
1820, “It is incumbent on every generation to pay its own way as it
goes.” President Jefferson, who denounced reliance on the deficit,
produced eight budget surpluses in his eight years in the White
House (and purchased the Louisiana Territory, to boot). By con-
trast, President Reagan, who ran for office in 1980 condemning the
$70-billion deficit of his predecessor, will triple that deficit this
year and more than double the national debt in his four years in
office.

Two years ago, I first stood on the House floor and proposed that
the House adopt a ‘“Pay-As-You-Go” budget. .

“The adoption of this ‘Pay-As-You-Go’ budget would be an histor-
ic moment for this Congress,” I said, “because at that moment we
will have torn up the national credit card. We will tell our con-
stituents that we will no longer hide the true cost of running this
Government. We will tell the taxpayers of this country the true
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cost of providing essential services and activities of this Govern-
ment, instead of passing along a multi-billion-dollar bill to future
generations.

“The [American people] do not expect miracles, but they do
expect the truth. They want us to control Federal spending, but not
by victimizing whole segments of our population. They want ration-
al defense spending, not waste in the name of defense. They want
security for the elderly and vital services for those who have no-
where else to turn. And equally important, whether liberal or
conservative, they want us to reduce the deficit.

“The American people are expecting more from this Congress
than partisan brick-throwing. They want answers, and to give
them those answers requires a new process.”

The resolution approved by the Budget Committee this year es-
tablishes that new process and brings accountability and fairness
into the budget. We do not mindlessly slash away at essential
human service programs, but we do cut $37.35-billion from domes-
tic programs. We fund a responsible growth in defense, to assure us
a military capability second to none, but we trim the gargantuan
demands of the Pentagon by $95.6-billion over three years. We save
over $20-billion in interest payments on the debt, and overall, cut
the deficit by $182-billion—35 percent more than the most recent
budget plan offered by the President and his allies in the Senate.

Most important, we set this Congress on a course of fiscal disci-
pline by requiring that we temper our appetite to spend with a
willingness to raise the revenues necessary to pay for new spend-
ing. Real growth in defense and domestic discretionary programs
alike will be strictly conditioned on the agreement of the Congress
to pay simultaneously for those new spending decisions. In this
way, spending above the baseline will not add one penny to the fed-
eral deficit.

“Pay-As-You-Go” is simple, but it is not easy. Of course, some on
the Committee and in the House will demean this effort to impose
discipline on the budget process. It is instructive to note that these
negativists advocate budgets with far higher deficits, and propose
to fund their new spending through even deeper reductions in pro-
grams for the poor and the elderly, programs for our schools and
our cities, efforts to improve our transportation and housing sys-
tems and to protect our environment. That is the unfair and inef-
fective policy we have wrongly followed, on instructions of the
White House, for three years. It has failed in the past, and it will
surely fail in the future.

If the Congress has the courage to adopt this “Pay-As-You-Go”
budget, we will set ourselves on a certain course to fiscal responsi-
bility that will earn the respect of the people of this country. We
will have adopted, for the first time, a budget which is not simply a
mass of confusing numbers or the product of some vague ideology,
but a budget which is based on a proven system for controlling
spending and reducing the deficit.

GEORGE MILLER.



MINORITY VIEWS OF HON. DELBERT L. LATTA, HON. BILL
FRENZEL, HON. JACK KEMP, HON. ED BETHUNE, HON.
PHIL GRAMM, HON. LYNN MARTIN, HON. BOBBIE FIE-
DLER, HON. WILLIS D. GRADISON, HON. TOM LOEFFLER,
AND HON. CONNIE MACK

Overview

As the Congress begins its deliberations on the First Concurrent
Budget Resolution for fiscal year 1985, it should be reminded that
it will be doing so within the context of an economic recovery that
is both stronger and more balanced than anyone was predicting a
year ago. For example, the Congressional Budget Office’s May 1982
forecast for real economic growth in 1983 was 4.4 percent on a
fourth-quarter-over-fourth-quarter basis. One year later, the CBO
forecast for 1983 real growth was lowered to 3.9 percent. When the
books were closed on 1983, actual real economic growth from the
foux;th quarter of 1982 to the fourth quarter of 1983 was 6.2 per-
cent.

CBO and other forecasters continued to underestimate the vigor
of the economic expansion underway. CBO’s forecast for the first
quarter of 1984 shows only a 4.8 percent real GNP growth. Howev-
er, the Commerce Department has just reported a preliminary
figure of 7.2 percent for the first quarter, compared with a 5-per-
cent rate in the final quarter of 19883.

Nor is the recovery unbalanced, as had been widely predicted.
All major sectors of the economy, consumer spending, capital goods
and housing, are advancing at a rapid pace. Overall industrial
output has risen 18.5 percent since the beginning of the recovery,
faster than the average for the equivalent phase of recovery peri-
ods since World War II.

To a considerable extent, both the vigor and balance of this re-
covery can be attributed to the economic policies put into place by
the Reagan administration and Congress since 1981. We should not
forget this fact in our debates over the Budget Resolution for fiscal
year 1985. The Democrats have been unwilling from the start to
admit the strength of the recovery, and now the economic expan-
sion. That fact is reflected in the economic assumptions underlying
their Budget Resolution this year as well as last year.

We should not forget that we have succeeded in stabilizing the
overall federal tax burden at close to the average of the 1960s and
1970s, whereas in the late 1970s and early 1980s it was rising to
economically debilitating levels. The rollback in the tax burden has
been a key factor in the current broad-based economic expansion.
We should also not forget that we have succeeded in restoring a
better balance between defense and non-defense spending, and that
the modernization of our defense capability, so neglected during
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the 1970s, is also a key factor explaining the strength of the eco-
nomic expansion.

What we have not succeeded in doing, in large part because of
the Democrats’ resistance, is to check the overall growth rate of
%ovemment spending, which, under current policy, will rise from

3.9 percent of GNP in 1984 to 24.9 percent in 1989, according to
CBO. The key to restraining government spending—and deficits—
while maintaining the improved balance of defense to non-defense
spending, is to reduce the growth in those areas of domestic spend-
ing that are still advancing much too rapidly.

In this context the House Budget Committee has reported a very
unbalanced budget plan that does not begin to address the most
fundamental elements for meaningful long-term deficit reduction—
incentives for greater economic expansion and checking the growth
in overall government spending.

The House Budget Committee plan, including the so-called “pay-
as-you-go”’ amendment, would save a total of $133 billion in outlays
over the 1985-1987 period. Of this amount, defense cuts account for
$96 billion or 72 percent of the total. If we exclude assumed inter-
est savings from the total, looking only at “legislated’’ cuts, defense
reductions equal 86 percent of the total spending reductions. To cut
budget deficits in this fashion is to take the easy way out because
the constituency for increased national security is both more dif-
fuse and more ephemeral than those for many domestic programs.
Preserving a strong national defense has always been a matter of
leadership, except in times of war or crisis. While there is wide-
spread agreement that economies can be made in defense spending,
to concentrate the bulk of the budget cutting in this area not only
compromises our national defense efforts, but represents a failure
to recognize that the real engine of federal spending growth over
the last 15-20 years has been in domestic programs, not defense.

By contrast, the Committee’s efforts at cutting domestic spending
were meager indeed. Only $37 billion of domestic savings were
achieved. Excluding assumed interest savings, only $16 billion in
three-year domestic spending cuts were actually proposed. This rep-
resents only 14 percent of the total non-interest cuts contained in
the Committee budget plan, while domestic spending is 70 percent
of the budget. To put the unbalanced nature of these cuts in per-
spective, baseline domestic spending will account for about 69 per-
cent of total spending over the 1985-1987 period. Yet domestic
spending cuts contained in the committee plan represent only 0.6
percent of total spending during that period. We will examine that
more closely on the following pages.

Procedures

We strongly object to the procedures used in the markup of the
fiscal year 1985 budget resolution. Though the minority agreed at
the outset of mark-up that the debate should reflect concepts and
overall budget priorities rather than the line-item approach that
has been so prevalent the last few years, the actual debate never
reflected those goals. At no time did the Democratic majority justi-
fy their plan for 0 percent real growth for defense sperﬂing. t no
time did they describe or explain the levels in the credit budget. At
no point did they justify their creation of new entitlements. Mem-
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bers did not even have the language of the budget resolution in
front of them until about 10:00 a.m. Wednesday morning (scarcely
3 hours before the final vote), language which included no proce-
dures to enforce the meager savings assumed in the resolution and
which contained exemptions for several programs from any Budget
Act enforcement.

More importantly, we object to their abdication of our role as a
Budget Committee. In 1983, budget conferees devised the concept of
a “reserve fund.” By this device, Members were able to vote on a
budget resolution which accommodated the increased spending de-
sired by certain constituencies, but whose bottom line spending and
deficit figures didn’t reflect that higher spending. Members could
have their cake and eat it too.

This year the Democrats on the House Budget Committee have
continued their budget gimmickry. Expanding on last year’s re-
serve fund idea, they have devised a new procedure which relegates
the Budget Committee Democrats to an administrative arm of the
Democratic leadership. Couched in the catch phrase ‘“‘pay-as-you-
gl(:," the Democratic budget is more accurately termed “you pay-as-
they-go.”

18 is the effect of “pay-as-you-go.” The Committee refused to
put its name up front on a real budget resolution. It instead report-
ed a basic plan which seriously compromises the national security
of the United States by allowing zero real growth. That plan con-
tained no new taxes. The Committee also sent a committee amend-
ment, in report language only, to the Committee on Rules. That
amendment would raise revenues by $49 billion, increasing defense
spending to 3.5 percent real growth, and expanding certain entitle-
ment and low income programs.

By the use of this procedural gimmick, the committee allows the
Democrat-controlled Rules Committee and the Democrat leadershaif
to package this resolution they as they feel is most politically pal-
atable. They could fold the committee amendment into the resolu-
tion, to be sent to the floor in one package, as if the Budget Com-
mittee has reported it that way, or they could make the committee
amendment in order separately on the floor, allowing a separate
vote on increased defense spending and increased taxes. With these
kinds of procedural gimmicks, we can expect that by this time next
year, the Budget Committee Democrats will simply vote a budget
resolution containing no numbers or assumptions, and simply let
the Rules Committee write the bill. One might well ask, why have
a Budget Committee any lonfer? Simply let CBO do the technical
calculations necessary to implement the budget that the Democrat-
ic leadership wants.

Pay-As-You-Go Flawed

The pay-as-you-go concept utilized by the majority is fatally
flawed. It proposes to treat defense differently than any other pro-
gram in the federal budget. The CBO baseline for defense this year
assumed a 5 percent annual rate of real growth in budget authori-
ty in order to continue the policies the Congress agreed to in the
gudget Resolution last year. That concept of continuing current
policy is the same baseline convention applied to entitlement
spending and discretionary spending.
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‘Under the Democrats’ plan entitlement spending will increase by
over 6 percent in 1985 and over 7 percent in 1986. That represents
growth of one and two percent respectively for those years above
the inflation rate. Why does the committee not include entitlement
spending in the pay-as-you-go approach? Why not increase taxes to
fund 1.:?he 3.5 percent increase for non-defense discretionary pro-
grams?

National Security

The zero real growth budget plan (based on the DOD inflation
forecast) voted out of Committee by the Democratic majority would
slash the defense spending request in the President’s budget by
$192.0 billion in budget authority and $140.5 billion in outlays over
3 years. If adopted, this plan would hamper President Reagan’s ef-
forts to resuscitate our nation’s defense capability.left weakened by
years of decline through the Carter Administration.

Even if the misnamed ‘‘pay-as-you-go”’ amendment is adopted on
the floor of the House, the total package would still slash $129.7
billion in BA and $95.6 billion in outlays from the President’s de-
fense request over three years, thus allowing only an average 3.5
- percent real growth for FY 1985-87, again based on the DOD infla-
tion forecast.

Last year's House Democrat budget actually proposed substan-
tially higher spending for defense in FY 1985 and 1986 than does
this year’s budget proposal. The basic zero growth plan for FY 1985
cuts BA by $14.4 billion and outlays by $6.1 billion while slashing
$28.1 billion in BA and $22.7 billion in outlays for FY 1986. When
the Committee’s 8.5 percent real growth is factored in it still falls
: significantly short of the Democrat majority plan adopted last year
by a total of.$12.2 billion in BA and $8.9 billion in outlays over the
two years 1985-86. Is this whimsical, trendy approach to cutting
the deficit -a. responsible one for any political party desiring to
governtthe eountry? Is it based on an accurate assessment of our
nationab-and international security needs and responsibilities? No.
It is based:on a-mentality of cutting the red ink by increasing the
red threat.

From EY 1955 to FY 1970,-defense spending averaged 44 percent
of tetal federal outlays, and never fell below 38 percent. Through-
out the decade of the 1970s, the share of federal outlays devoted to
defense spending declined, falling to 23 percent by FY 1980.

During the first half of the 1970s, inflation-adjusted spending on
procurement RDT&E and Military Construction fell by more than
40 percent. Procurement spending alone fell by more than half. As
late as FY 1980, real procurement outlays were still 20 percent
below the average of 1955-FY 1970.

Another widely: used measure of the resources devoted to nation-
al defense is the share of gross national product represented by de-
fense spending. From FY 1955 to FY 1970, DOD outlays averaged
8.4 percent of GNP, and fell below 8 percent of GNP in only two
out of sixteen years. That percentage declined steadily throughout
the 1970s, reaching a thirty-year low of 4.9 percent by the end of
the decade. In FY 1984 this will have edged back up to 6.4 percent,
still well below the share of resources devoted to defense through-
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out the 1950s and 1960s. The Democrats zero real growth budget
would check this essential reordering of our spending priorities.
While it is the Republican position that no more should be spent
on defense than is necessary for the security of the nation, the
Committee Democrats have demonstrated that they are prepared
to enforce unwise cuts which severely threaten this nation’s mili-

posture.

Cuts of this magnitude would send exactly the wrong signal to
our European allies who are fighting an uphill battle to maintain
and strengthen the NATO alliance in the face of mounting domes-
tic unilateral disarmament movements. Furthermore, it would seri-
ously undermine this Administration’s effort to persuade the Rus-
sians that it is in their best interest to engage in meaningful arms
control negotiations.

Entitlement Spending

Between 1965 and 1984, overall federal spending has increased
from 18.0 percent of GNP to 23.9 percent. Entitlement spending
during that same period rose from 5.4 percent of GNP to 11.2 per-
cent, thereby accounting for the entire increase in federal spend-
ing. Four-fifths of those entitlement increases, according to CBO,
are principally the result of the explosive expansion of Social Secu-
rity Medicare and Medicaid.

The Democratic Budget Resolution, advertised as a freeze on en-
titlements, is certainly not. In the next three years, baseline non-
interest entitlement spending will total $1.4 trillion. To this the
Democrats manage to make $10.2 billion in reductions. If that ap-
pears miniscule, it is because the cuts represent only 0.7 percent of
the total non-interest entitlement budget.

On the other hand, the Budget Resolution exempts from the
“freeze” $988 billion in 3-year entitlement outlays. That represents
71 percent of total baseline non-interest entitlement spending.
Social Security is rightly exempted. However, all of the Hospital
Insurance Trust Fund and 25 percent of the Supplemental Medical
Insurance Fund are allowed to grow at the baseline level. In addi-
tion, all of the means-tested entitlements are fuly funded, and that
includes Medicaid, one of the fastest growing programs.

Using the “pay-as-you-go” theme as their promotional tool, the
Democrats justify the $2.15 billion they add back to entitlement
programs without revealing clearly in their resolution the purposes
of the extra funds.

Approximately $1.1 billion of the increase is for the Disability In-
surance amendments that passed the House overwhelmingly. An
additional $500 million is added for entitlement health programs
after more money is provided discretionary health programs. No
effort is made to hold down these costs, even though controlling
health costs was a major theme of the Democratic Caucus Manifes-
to entitled “A Democratic Blueprint for OQur Nation’s Future.”

Unspecified in the entitlement increases is $600 million. The
Budget Resolution also provides adequate funds for discretionary
low income programs in the 3.5 percent real growth amendment.
The particular programs and their increases, however, have not
been enumerated. If the Democratic party is going to ask the tax-
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payers to “pay up,” they should tell them how the money will be
spent.

In short, by failing to truly freeze the major part of entitlement
spending and then expanding already growing programs, the Com-
mittee’s resolution leaves the ‘“uncontrollable” portion of the
budget still uncontrollable. The “controllable” discretionary spend-
ing category also has almost $3 billion in extra spending although
the Committee does not specifically indicate where. If the Majority
is not going to control spending, then they should tell the public
what they are doing with their tax dollars before they ask them to
pay up.

DELBERT LATTA.

BiLL FRENZEL.

JACK KEMP.

Ep BETHUNE.

PHiL GRAMM.

LYNN MARTIN.

Bosg! FIELDLER.

WiLLis D. GRADISON, dJr.
ToMm LOEFFLER.

CoONNIE MACK.



ADDITIONAL MINORITY VIEWS OF HON. BILL FRENZEL

I have signed the Minority views to this budget because I, too, do
not like the procedures used during consideration of the budget,
and because the Committee-re‘i)orted budget is unacceptable. It cuts
one function only, and should be replaced with a comprehensive,
across-the-board deficit-reduction plan of greater magnitude.

The very short time given to the Minority to examine the Com-
mittee bill did not allow a realistic or fair consideration of the
budget. I am pleased it was possible even with this very short
notice to include a provision requiring responsible budget report-
m'gt,t::batantially improving the scorekeeping abilities of the Com-
mi

. On the other hand, I am displeased that language was included
in the bill waiving a point of order against the consideration of
over-budget bills. More timely notice by the Majority would have
allowed the discovery and closure of this completely unacceptable
loophole which vitiates the section 311 point of order procedure.

The “pay as you go” scheme, while worthy of consideration, is
mc inas amendment which asserts that we really only
have to :Ba{;’ for a small portion of the spending increase included
in this bill. If “Pay as you go” is ever to be more than a discredited
political maneuver, it will have to be a better constructed policy
which begins with a balanced budget and requires tax increases for
every program increase. All programs, even the popular ones, have
to be paid for.

I also believe that budget recommendation as a whole is a }gzor
one. As the Committee recommends, I concur that reductions have
to be made in the defense baseline. The Administration’s recom-
mendations, even as amended, are, simply, too high. 6.9 percent
real growth means an 11 percent or 12 percent increase. We cannot
ask other elements of society to sacrifice if we continue to spend at
that rate for the military.

Unfortunately, the Committee took a timid approach to domestic
baseline reductions. No substantial reductions were made, even
though Members piously intone that deficit reduction should be our
first priority this year.

I am even more disturbed that my amendment to make taxes
apply only for deficit reductions was rejected by the Committee.
That's a clear signal that the Committee majority is not seriously
intentioned on spending controls.

I differ with some of my colleagues because I believe the recom-
mended reductions in defense are appropriate. My judgment is that
additional savings, above those made by the Administration, should
be made. I do not believe that if we cut further, we will have to
mothball the Navy or retire the Army. Responsible modifications
can be made to our defense baseline spending without crippling our
armed forces. The spending base for defense has been raised so
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high in the past three years that it is beginning to look like a
“Great Society” spending program.

It is a terrible mistake, though, to do as this budget suggests and
make defense reductions the single whipping boy for deficit reduc-
tions. Defense reductions will be completely in vain if there are no
real, immediate domestic savings. Real deficit reduction will come
-only with shared, across-the-board sacrifice.

In my judgment, it is possible, and essential, to make a $200 bil-
“lion down payment on deficit reduction this year with no more
than the $50 billion tax increase. That will still leave us plenty of
work next year. A partly-thawed freeze allowing for CPI or equiva-
lent growth in spending would do that easily.

This budget is not a real down payment. It should be rejected.
Members who are interested in deficit reductions plans are prob-
ably, under our rules, not going to be able to vote on any good
plan. As things now stand, it is probably better to go back to the
drawing board.

BiLL FRENZEL.






XIII. HOUSE CONCURRENT RESOLUTION AND COMMITTEE
AMENDMENT

H. Con. REs. 282

CONCURRENT RESOLUTION REVISING THE CONGRESSIONAL BUDGET FOR THE UNITED
STATES GOVERNMENT FOR THE FISCAL YEAR 1984 AND SETTING FORTH THE CONGRES-
SIONAL BUDGET FOR THE UNITED STATES GOVERNMENT FOR THE FISCAL YEARS 1985,
1986, AND 1987.

Resolved by the House of Representatives (the Senate concurring),
That the Congress hereby determines and declares that the concur-
rent resolution on the budget for fiscal year 1984 is hereby revised
and replaced, the first concurrent resolution on the budget for
fiscal year 1985 is hereby established, and the appropriate budget-
ary levels for fiscal years 1986 and 1987 are hereby set forth:

(a) The following budgetary levels are appropriate for the fiscal
years beginning on October 1, 1983, October 1, 1984, October 1,
1985, and October 1, 1986:

, (1) The recommended levels of Federal revenues are as fol-
OWS:

Fiscal year 1984: $664,900,000,000.

Fiscal year 1985: $733,000,000,000.

Fiscal year 1986: $794,900,000,000.

Fiscal year 1987: $863,500,000,000.
and the amounts by which the aggregate levels of Federal rev-
enues should be increased are as follows:

Fiscal year 1984: $1,900,000,000.

Fiscal year 1985: $0.

Fiscal year 1986: $0.

Fiscal year 1987: $0.

(2) The appropriate levels of total new budget authority are
as follows:

Fiscal year 1984: $315,500,000,000.

Fiscal year 1985: $991,050,000,000.

Fiscal year 1986: $1,064,950,000,000.

Fiscal year 1987: $1,142,800,000,000.
: (3) The appropriate levels of total budget outlays are as fol-
OWS:

Fiscal year 1984: $853,900,000,000.

Fiscal year 1985: $911,550,000,000.

Fiscal year 1986: $969,000,000,000.

Fiscal year 1987: $1,040,600,000,000.

(4) The amounts of the deficits in the budget which are ap-
propriate in the light of economic conditions and all other rele-
vant factors are as follows:

Fiscal year 1984: $189,000,000,000.
Fiscal year_1985: $178,550,000,000.
Fiscal year 1986: $174,100,000,000.
Fiscal year 1987: $177,100,000,000.
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(5) The appropriate levels of the public debt are as follows:
Fiscal year 1984: $1,595,800,000,000.
Fiscal year 1985: $1,837,300,000,000.
Fiscal year 1986: $2,086,150,000,000.
Fiscal year 1987: $2,347,250,000,000.
and the amounts by which the statutory limits on such debt
should be accordingly increased are as follows:
Fiscal year 1984: $105,800,000,000.
Fiscal year 1985: $241,500,000,000.
Fiscal year 1986: $248,850,000,000.
Fiscal year 1987: $261,100,000,000.

(6) The appropriate levels of total Federal credit activity for
the fiscal years beginning on October 1, 1983, October 1, 1984,
October 1, 1985, and October 1, 1986, are as follows:

Fiscal year 1984:
(A) New direct loan obligations, $37,600,000,000.
(B) New primary loan guarantee commitments,
$105,150,000,000.
(C) New secondary loan guarantee commitments,
$68,250,000,000.
Fiscal year 1985:
(A) New direct loan obligations, $37,500,000,000.
(B) New primary loan guarantee commitments,
$1(1&),15N0,000, 00. ,
ew secondary loan guarantee commitments,
$68,250,000,000.
Fiscal year 1986:
(A) New direct loan obligations, $39,950,000,000.
(B) New primary loan guarantee commitments,
$117,400,000,000.
(C) New secondary loan guarantee commitments,
$68,250,000,000.
Fiscal year 1987:
(A) New direct loan obligations, $40,450,000,000.
(B) New primary loan guarantee commitments,
$123,150,000,000.
(C) New secondary loan guarantee commitments,
$68,250,000,000.
(b) The Congress hereby determines and declares the appropriate

levels of budget authority and budget outlays, and the appropriate
levels of new direct loan obligations and new loan guarantee com-
mitments for fiscal years 1984 through 1987 for each major func-
tional category are:

(1) National Defense (050):

Fiscal year 1984:

(A) New budget authority, $264,500,000,000.

(B) Outlays, $234,600,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:

(A) New budget authority, $276,000,000,000.

(B) Outlays, $250,200,000,000.
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(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, §0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $289,400,000,000.
(B) Outlays, $261,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $303,200,000,000.
(B) Outlays, $279,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(2) International Affairs (150): :
Fiscal year 1984:
(A) New budget authority, $22,200,000,000.
(B) Outlays, $12,350,000,000.
(C) New direct loan obligations, $9,100,000,000.
(D) New primary loan guarantee commitments,
$8,650,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $17,950,000,000.
(B) Outlays, $13,450,000,000.
(C) New direct loan obligations, $10,550,000,000.
(D) New primary loan guarantee commitments,
$9,250,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $16,850,000,000.
(B) Outlays, $13,450,000,000.
(C) New direct loan obligations, $11,600,000,000.
(D) New primary loan guarantee commitments,
$1?E§518,000,000. darv 1 %
ew secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $17,500,000,000.
(B) Outlays, $13,600,000,000.
(C) New direct loan obligations, $12,850,000,000.
(D) New primary loan guarantee commitments,
$10,600,000,000.
(E) New secondary loan guarantee commitments, $0.
(8) General Science, Space, and Technology (250):
Fiscal year 1984:
(A) New budget authority, $8,550,000,000.
(B) Outlays, $8,300,000,000.
(C) New direct loan obligations, $150,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $8,750,000,000.
(B) Outlays, $8,550,000,000.
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(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:

(A) New budget authority, $8,800,000,000.

(B) Outlays, $8,700,000,000.

(C) New di loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:

(A) New budget authority, $8,950,000,000.

(B) Outlays, $8,850,000,000.

(O) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(4) Energy (270):
Fiscal year 1984:
(A) New budget authority, $3,000,000,000.
(B) Outlays, $3,000,000,000.
(C) New di loan obligations, $4,700,000,000.
(D) New primary loan guarantee commitments,
$50,000,000.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:

(A) New budget authority, $4,350,000,000.

(B) Outlays, $3,950,000,000.

(C) New direct loan obligations, $4,800,000,000.

(D) New primary loan guarantee commitments,

$50,000,000.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:

(A) New budget authority, $4,250,000,000.

(B) Outlays, $4,200,000,000.
8 Nc;}v i loan obligations, $4,850,000,000. . "
ew primary loan guarantee commitments,
$50,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 198T7:

(A) New budget authority, $4,100,000,000.

(B) Outlays, $4,000,000,000.

(C) New direct loan obligations, $5,000,000,000.

(D) New primary loan guarantee commitments,

$50,000,000.
(E) New secondary loan guarantee commitments, $0.
(5) Natural Resources and Environment (300):

Fiscal year 1984.:

(A) New budget authoritgéo$12,000,000,000.

(B) Outlays, $12,400,000,000.

(C) New direct loan obligations, $50,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:

(A) New budget authority, $11,800,000,000.

(B) Outlays, $11,900,000,000.
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(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $12,050,000,000.
(B) Outlays, $11,950,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $12,300,000,000.
(B) Outlays, $11,900,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(6) Agriculture (350):
Fiscal year 1984:
(A) New budget authority, $4,250,000,000.
(B) Outlays, $10,800,000,000.
(C) New direct loan obligations, $11,200,000,000.
(D) New primary loan guarantee commitments,
$4,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $14,550,000,000.
(B) Outlays, $14,800,000,000.
(C) New direct loan obligations, $11,450,000,000.
(D) New primary loan guarantee commitments,
$3,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $14,900,000,000.
(B) Outlays, $14,750,000,000.
(C) New direct loan obligations, $12,950,000,000.
(D) New primary loan guarantee. commitments,
$3,100,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $15,300,000,000.
(B) Outlays, $15,200,000,000.
(C) New direct loan obligations, $11,850,000,000.
(D) New primary loan' guarantee commitments,
$3,150,000,000.
(E) New secondary loan guarantee commitments, $0.
(7) Commerce and Housing Credit (870):
Fiscal year 1984:
(A) New budget authority, $5,600,000,000.
(B) Outlays, $4,050,000,000.
(C) New direct loan obligations, $6,150,000,000.
(D) New primary loan guarantee commitments,
$50,000,000,000.
(E) New secondary loan guarantee commitments,
$68,250,000,000.
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Fiscal year 1985:
(A) New budget authority, $6,500,000,000.
(B) Outlays, $2,600,000,000.
(C) New direct loan obligations, $6,500,000,000.
(D) New primary* loan guarantee commitments,
$52,500,000,000.
(E) New secondary loan guarantee commitments,
$68,250,000,000.
Fiscal year 1986:
(A) New budget authority, $6,550,000,000.
(B) Outlagis, 2,450,000,000.

(C) New direct loan obligations, $6,550,000,000.

(D) New primary loan guarantee commitments,
$54,800,000,000.

(E) New secondary loan guarantee commitments,
$68,250,000,000.
Fiscal year 1987:

(A) New budget authority, $8,050,000,000.
(B) Outlagls, 3,750,000,000.

(C) New direct loan obligations, $6,750,000,000.
(D) New primary loan guarantee commitments,
$56,650,000,000.
(E) New secondary loan guarantee commitments,
$68,250,000,000.
(8) Transportation (400):
Fiscal year 1984:
(A) New budget authority, $29,400,000,000.
(B) Outlays, $25,900, 00,300.

(C) New direct loan obligations, $1,150,000,000.
(D) New primary loan guarantee commitments,
$450,000,000. |
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $29,100,000,000.
(B) Outlays, $27,050,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$450,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $30,200,000,000.
(B) Outlays, $28,600,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$500,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $31,200,000,000.
(B) Outlays, $29,650,000,000.

(C) New di loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$500,000,000.

(E) New secondary loan guarantee commitments, $0.
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(9) Community and Regional Development (450):
Fiscal year 1984:
(A) New budget authority, $7,250,000,000.
(B) Outlays, $7,750,000,000.
(C) New direct loan obligations, $1,650,000,000.
(D) New primary. loan guarantee commitments,
$350,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $7,000,000,000.
(B) Outlays, $8,250,000,000.
(C) New direct loan obligations, $1,700,000,000.
(D) New primary loan guarantee commitments,
$350,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $7,550,000,000.
(B) Outlays, $8,050,000,000.
(C) New direct loan obligations, $1,700,000,000.
(D) New primary loan guarantee commitments,
$350,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $7,800,000,000.
(B) Outlays, $8,150,000,000.
(C) New direct loan obligations, $1,750,000,000.
(D) New primary loan guarantee commitments,
$400,000,000.
(E) New secondary loan guarantee commitments, $0.
(10) Education, Training, Employment, and Social Services (500):
Fiscal year 1984:
(A) New budget authority, $31,350,000,000.
(B) Outlays, $28,150,000,000.
gg)) N?Iv direct loan oblilgations, $800,000,000.
ew primary loan guarantee commitments,
$7,400,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $29,950,000,000.
(B) Outlays, $29,250,000,000.
(C) New direct loan obligations, $850,000,000.
(D) New primary loan guarantee commitments,
$7,750,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $31,100,000,000.
(B) Outlays, $30,200,000,000.
(C) New direct loan obligations, $850,000,000.
(D) New primary loan guarantee commitments,
$8,000,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $32,350,000,000.
(B) Outlays, $31,350,000,000.
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(C) New direct loan obligations, $850,000,000.
(D) New primary loan guarantee commitments,
$8,150,000,000.
(E) New secondary loan guarantee commitments, $0.
(11) Health (550):
Fiscal year 1984:
(A) New budget authority, $31,600,000,000.
(B) Outlays, $30,800,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$28g),0130,000.
ew secondary loan guarantee commitments, $0.
Fiscal year 1985: &t
(A) New budget authority, $33,250,000,000.
(B) Outlays, $34,250,000,000.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$1(5é)),0180,000. |
ew secondary loan guarantee commitments, $0.
Fiscal year 1986: gt
(A) New budget authority, $36,700,000,000.
(B) Outlays, 36,400,000,({00.
(C) New direct loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$150,000,000. .
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987: 2
(A) New budget authority, $39,550,000,000.
(B) Outlays, 39,050,000,8,00.

(O) New di loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$150,000,000.

(E) New secondary loan guarantee commitments, $0.
(12) Social Security and Medicare (570):

Fiscal year 1984:

(A) New budget authority, $237,900,000,000.

(B) Outlays, $239,500,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:

(A) New budget authority, $270,400,000,000.

(B) Outlays, $258,050,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986: A

(A) New budget authority, $298,700,000,000.

(B) Outlays, $278,300,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0
Fiscal year 1987:

(A) New budget authority, $327,050,000,000.

(B) Outlays, $302,350,000,000.
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(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(13) Income Security (600)
Fiscal year 1984:
(A) New budget authority, $118,450,000,000.
(B) Outlays, $97,050,000,000.
(C) New direct loan ‘obli ations, $1,000,000,000.
(D) New primary loan guarantee commitments,
i e "
ew secon oan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $146,150,000,000.
(B) Outlays, $114,950,000,000.
(C) New t loan obligations, $50,000,000.
(D) New primary loan guarantee commitments,
$14,700,000,000.
E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $156,150,000,000.
(B) Outla 119,350,000,000.
(C) New irect loan obli tions, $50,000,000.
(D) New primary loan guarantee commitments,
$14,700,000,000.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $165,700,000,000.
(B) Outla 124,250,000,000.
(C) New direct loan obli atlons, $50,000,000.
(D) New primary loan guarantee commitments,

$14,'700,000,000.
(E) New secon loan guarantee commitments, $0.
(14) Veterans Benefits and Services (700):
Fiscal year 1984:

(A) New budget authority, $26,150,000,000.

(B) Outla 25,800,000,

(C) New irect loan obhgatlons, $1,350,000,000.

(D) New primary loan guarantee commitments,
$18,650,000,000.

(E) New secondary loan guarantee commitments, $0.

Fiscal year 1985:

(A) New budget authority, $26,850,000,000.

(B) Outlays, §25,950,000,000.

(C) New irect loan obllgatlons, $1,200,000,000.

(D) New primary loan guarantee commitments,
$22,850,000,000.

x) New secondary loan guarantee commitments, $0.

Fiscal year 1986:
(A) New bu dget authority, $27,200,000,000.
(B) Outlays, $26,550,000 300

(C) New direct loan ‘obli ations, $1,000,000,000.

(D) New primary loan guarantee commitments,
$25,500,000,000.

(E) New seoondary loan guarantee commitments, $0.

32-727 0 84 - 10
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Fiscal year 1987:
(A) New budget authority, $27,450,000,000.
(B) Outlays, $27,150,000,000.
(C) New direct loan obligations, $950,000,000.
(D) New primary loan guarantee commitments,
$28,800,000,000.
New secondary loan guarantee commitments, $0.
(15) Administration of Justice (750):
Fiscal year 1984:
(A) New budget authority, $5,950,000,000.
(B) Outlays, $5,950,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $6,150,000,000.
(B) Outlays, $6,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $6,250,000,000.
(B) Outlays, $6,150,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 198T7:
(A) New budget authority, $6,350,000,000.
(B) Outlays, $6,350,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(16) General Government (800):
Fiscal year 1984:
(A) New budget authority, $5,450,000,000.
(B) Outlays, $5,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $5,650,000,000.
(B) Outlays, 5,550.000,08'0.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authoritg, $5,850,000,000.
(B) Outlags, §5,700,000,0 0.
(C) New direct loan obligations, $0. .
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authoritg, $5,950,000,000.
(B) Outlays, §5,850,000,0 0.
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(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(17) General Purpose Fiscal Assistance (850):

Fiscal year 1984:

(A) New budget authority, $6,800,000,000.

(B) Outlays, $6,800,000,000.

(C) New direct loan obligations, $250,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:

(A) New budget authorii:&/6 $6,650,000,000.

(B) Outlays, $6,650,000,000.

(C) New direct loan obligations, $250,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:

(A) New budget authorgg(,) $6,750,000,000.

(B) Outlays, $6,750,000,000.

(C) New direct loan obligations, $250,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:

(A) New budget authority, $7,100,000,000.

(B) Outlays, 57,050,000,030.

(C) New direct loan obligations, $250,000,000.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.

(18) Net Interest (900):

Fiscal year 1984:

(A) New budget authority, $109,650,000,000.

(B) Outlays, $109,650,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:

(A) New budget authority, $124,500,000,000.

(B) Outlays, $124,500,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:

(A) New budget authority, $140,050,000,000.

(B) Outlays, $140,050,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:

(A) New budget authority, $157,200,000,000.

(B) Outlays, $157,200,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commitments, $0.

(E) New secondary loan guarantee commitments, $0.
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(19) Allowances (920):
Fiscal year 1984:
(A) New budget authority, $650,000,000.
B) Outlad)‘vls, 750,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, —$650,000,000.
(B) Outlays, —$600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
. (A) New budget authority, $2,000,000,000.
(B) Outlays, $2,150,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $3,300,000,000.
(B) Outlays, $3,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
(20) Undistributed Offsetting Receipts (950):
Fiscal year 1984:
(A) New budget authority, — $15,200,000,000.
(B) Outlays, —$15,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, —$33,850,000,000.
(B) Outlays, — $33,850,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, — $36,350,000,000.
(B) Outlays, — $36,350,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 198T7:
(A) New budget authority, —$37,600,000,000.
(B) Outlays, —$37,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, §0.

RECONCILIATION

Sec. 2. (a) Not later than May 1, 1984, the House committees
named in subsections (b) through (iX1) of this section shall submit
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their recommendations to the House Budget Committee. After re-
ceiving those recommendations, the Committee on the Budget shall
report to the House a reconciliation bill or resolution or both carry-
ing out all such recommendations without any substantive revision.

) The House Committee on Agriculture shall report changes in
laws within the jurisdiction of that committee which provide spend-
ing authority as defined in section 401(cX2XC) of the Congressional
Budget Act of 1974, sufficient to reduce budget authority by
$50,000,000 and outlays by $50,000,000 in fiscal year 1985; further
the Congress finds that to attain the policy of this resolution in
future years requires decreases of budget authority by $800,000,000
and outlays by $800,000,000 in fiscal year 1986; and requires de-
creases of budget authority by $1,700,000,000 and outlays by
$1,700,000,000 in fiscal year 1987.

(c) The House Committee on Armed Services shall report changes
in laws within the jurisdiction of that committee which provide
spending authority as defined in section 401(cX2)(C) of the Congres-
sional Budget Act of 1974, sufficient to reduce outlays by
$300,000,000 in fiscal year 1985; further the Congress finds that to
attain the policy of this resolution in future years requires de-
creases of outla{s by $650,000,000 in fiscal year 1986; and requires
decreases of outlays by $1,000,000,000 in fiscal year 1987.

(d) The House Committee on Education and Labor shall report
changes in laws within the jurisdiction of that committee which
provide spending authority as defined in section 401(cX2XC) of the
Congressional Budget Act of 1974, sufficient to reduce outlays by
$150,000,000 in fiscal year 1985; further the Congress finds that to
attain the policy of this resolution in future years uires de-
creases of outlays by $150,000,000 in fiscal year 1986; and requires
decreases of outlays by $200,000,000 in fiscal year 1987.

(e) The House Committee on Energy and Commerce shall report
changes in laws within the jurisdiction of that committee which
provide spending authority as defined in section 401(cX2XC) of the
Congressional Budget Act of 1974, sufficient to reduce budget au-
thority by $1,000,000,000 and outlays by $1,000,000,000 in fiscal
year 198b; further the Congress finds that to attain the policy of
this resolution in future years requires decreases of budget authori-
ty by $1,350,000,000 and outlays by $1,350,000,000 in fiscal year
1986; and requires decreases of budget authority by $1,650,000,000
and outlays by $1,650,000,000 in fiscal year 1987.

(f) The House Committee on Post Office and Civil Service shall
report changes in laws within the jurisdiction of that committee
which provide spending authority as defined in section 401(cX2XC)
of the Congressional Budget Act of 1974, sufficient to reduce out-
lays by $550,000,000 in fiscal year 1985; further the Congress finds
that to attain the policy of this resolution in future years requires
decreases of outlays lar $1,300,000,000 in fiscal year 1986; and re-
quires decreases of outlays by $1,800,000,000 in fiscal year 1987.
(@) The House Committee on Small Business shall report changes
in laws within the jurisdiction of that committee sufficient to
reduce outlays by $200,000,000 in fiscal year 1985; further the Con-
gress finds that to attain the policy of this resolution in future
iears requires decreases of $150,000,000 in budget authority and

200,000,000 in outlays in fiscal year 1986; and requires decreases
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of $250,000,000 in budget authority and $200,000,000 in outlays in
fiscal year 1987.

(h) The House Committee on Veterans’ Affairs shall report
changes in laws within the jurisdiction of that committee which
provide spending authority as defined in section 401(cX2XC) of the
Congressional Budget Act of 1974, sufficient to reduce budget au-
thority by $150,000,000 and outlays by $400,000,000 in fiscal year
1985; further the Congress finds that to attain the policy of this
resolution in future years requires decreases of budget authority by
$50,000,000 and outlays by $250,000,000 in fiscal year 1986; and re-
quires decreases of budget authority by $250,000,000 and outlays by
$250,000,000 in fiscal year 1987.

(iX1) The House Committee on Ways and Means shall report
changes in laws within the jurisdiction of that committee which
provide spending authority as defined in section 401(cX2XC) of the
Congressional Budget Act of 1974, sufficient to reduce budget au-
thority by $1,000,000,000 and outlays by $1,000,000,000 in fiscal
year 1985; further the Congress finds that to attain the policy of
this resolution in future years requires decreases of budget authori-
ty by $1,400,000,000 and outlays by $1,400,000,000 in fiscal year
1986; and requires decreases of budget authority by $1,750,000,000
and outlays by $1,750,000,000 in fiscal year 1987.

GENERAL PROVISIONS

Sec. 3. (a) For fiscal years 1985, 1986, and 1987, any revenues
raised by legislation enacted on or after March 15, 1984, shall only
be used to reduce the Federal budget deficits for such fiscal years
except to the extent that such legislation earmarks all or any part
of such revenues for specific spending programs.

(b) Pursuant to subsection (a) of this section and notwithstanding
the spending levels contained in section 1 of this resolution, fund-
ing for specific low-income programs, such as—

(1) an employment initiative for disadvantaged youth;

(2) public works jobs for community renewal;

(3) increased funding for the Aid to Families with Dependent
Children program and the State component of the Supplemen-
tal Security Income program to ensure that the purchasing
power of recipients is maintained;

(3) increased funding for title XX of the Social Security Act;
an

(5) an increase in the earned income tax credit;

would be appropriate if the authorizations for such programs are
enacted and if sufficient revenues or outlay reductions are also en-
acted to ensure that the legislation is deficit neutral.

ADMINISTRATIVE SAVINGS

SEc. 4. It is the sense of the Congress that the Executive Branch
achieve at least $2 billion in savings over fiscal years 1985 through
1987 by implementing those recommendations of the President’s
Private Sector Survey on Cost Control requiring administrative
action within that branch of Government. It is further the sense of
the Congress that the President shall report to Congress each year,
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in conjunction with the annual budget submission, on the progress
made 1n achieving the savings required by this section.

AUTOMATIC SECOND BUDGET RESOLUTION

Sec. 5. (a) If Congress has not completed action by October 1,
1984, on the concurrent resolution on the budget required to be re-
ported under section 310(a) of the Congressional Budget Act of 1974
for the 1985 fiscal year, then this concurrent resolution shall be
deemed to be the concurrent resolution required to be reported
under section 310(a) of such Act, for the purposes of the prohibi-
tions contained in section 311 of such Act, notwithstanding congres-
sional action or inaction on any reconciliation requirements con-
tained in this concurrent resolution.

(b) Section 311(a) of the Congressional Budget Act of 1974, as
made applicable by subsection (a) of this section, shall not apply to
bills, resolutions, or amendments within the jurisdiction of a com-
mittee, or any conference report on any such bill or resolution, if—

(1) the enactment of such bill or resolution as reported;

(2) the adoption and enactment of such amendment; or

(3) the enactment of such bill or resolution in the form rec-

ommended in such conference report;

would not cause the appropriate allocation for such committee of
new discretionary budget authority or new spending authority as
described in section 401(cX2XC) of the Congressional Budget Act of
1974 made pursuant to section 302(a) of such Act for fiscal year
1985 to be exceeded.

(c) The provisions of this section shall cease to apply when Con-
gress completes action on a subsequent concurrent resolution on
the budget for fiscal year 1985 pursuant to section 304 or 310 of the
Congressional Budget Act of 1974.

“PAY AS YOU GO’ TRUST FUND AMENDMENT

Skc. 6. (a) For purposes of the spending levels for fiscal year 1985
contained in section 1 of this resolution, and the assumptions upon
which they are based, and for purposes of determining whether or
not a committee exceeds its section 302(a) allocation of new discre-
tionary budget authority or new spending authority for the prohibi-
tion contained in section 5 of this resolution, any new discretionary
budget authority or new spending authority contained in a bill, res-
olution, amendment, or conference report shall be disregarded if
the budget authority for outlays which will result from such new
discretionary budget authority or such new spending authority is
derived from any trust fund—

(1) the expenditures from which are available for highway,
mass transit, or aviation purposes;

(2) for which new or expanded user fees or taxes were en-
acted during the 97th Congress; and

(3) which is described in section 401(dX1XB) of the Congres-
sional Budget and Impoundment Act of 1974.

(b) For purposes of the spending levels for fiscal year 1985 con-
tained in section 1 of this resolution, and the assumptions upon
which they are based, and for purposes of determining whether or
not a committee exceeds its section 302(a) allocation of new discre-
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tionary budget authority or new spending authority for the prohibi-
tion contained in section 5 of this resolution, any new discretionary
budget authority contained in a bill, resolution, amendment, or
conference report to fund programs under the Comprehensive En-
vironmental Response, Compensation, and Liability Act of 1980
shall be disregarded to the extent that such bill, resolution, amend-
ment, or conference report contains revenue sufficient to cover
such new spending, or to the extent that sufficient revenue to cover
such increases is included in the Comprehensive Environmental
Response, Compensation and Liability Act of 1980.

SECTION 302 (b) FILING REQUIREMENT

SEc. 7. (a) It shall not be in order in the House of Representatives
to consider any bill or resolution, or amendment thereto, provid-
ing—

(1) new budget authority for fiscal year 1985;
(2) new spending authority described in section 401(cX2)C) of
the Congressional Budget Act first effective in fiscal year 1985;
or
(8) direct loan authority, primary loan guarantee authority,
or secondary loan guarantee authority for fiscal year 1985;
within the jurisdiction of any committee which has received an al-
location pursuant to section 302(a) of the Congressional Budget Act
of discretionary budget authority or new spending authority, as de-
scribed above, for such fiscal year, unless and until such committee
makes the allocation or subdivisions required by section 302(b) of
the Congressional Budget Act, in connection with the most recently
agreed to concurrent resolution on the budget.

(b) The prohibition contained in subsection (a) shall not apply
until . twenty-one days of continuous session, as defined in section
1011(5) of the Impoundment Control Act of 1974, after Congress
completes action on this concurrent resolution.



COMMITTEE AMENDMENT TO THE FIRST CONCURRENT
RESOLUTION ON THE BUDGET FOR FISCAL YEAR 1985

In section 1, strike out paragraphs (1) through (5) in subsection
(a) and insert in lieu thereof the following:

(1) The recommended levels of Federal revenues are as fol-
lows:

Fiscal year 1984: $664,900,000,000.

Fiscal year 1985: $742,700,000,000.

Fiscal year 1986: $812,550,000,000.

Fiscal year 1987: $885,950,000,000.
and the amounts by which the aggregate levels of Federal rev-
enues should be increased are as follows:

Fiscal year 1984: $1,900,000,000.

Fiscal year 1985: $9, 700 000, 000,

Fiscal year 1986: $17, 650 000 000.

Fiscal year 1987: $22,450, 000 000,

(2) The appropriate levels of total new budget authority are
as follows:

Fiscal year 1984: $915,500,000,000.

Fiscal year 1985: $1,002,100,000,000.

Fiscal year 1986: $1,087,950,000,000.

Fiscal year 1987: $1,179 250 000 000.
: (3) The appropriate levels of total budget outlays are as fol-
OowS:

Fiscal year 1984: $853,900,000,000.

Fiscal year 1985: $918,150,000,000.

Fiscal year 1986: $984,850,000,000.

Fiscal year 1987: $1,067,950,000,000.

(4) The amounts of the deficits in the budget which are ap-
propriate in the light of economic conditions and all other rele-
vant factors are as follows:

Fiscal year 1984: $189,000,000,000.
Fiscal year 1985:; $175,450,000,000.
Fiscal year 1986: $172,300,000,000.
Fiscal year 1987: $182,000,000,000.
(5) The appropriate levels of the public debt are as follows:
Fiscal year 1984: $1,595,800,000,000.
Fiscal year 1985: $1,834, 200 000, 000.
Fiscal year 1986: $2 081,250 000 000.
Fiscal year 1987: §2,347,250, 000 000.
and the amounts b{ which the statutory limits on such debt
should be accordmg increased are as follows:
Fiscal year : $105,800,000,000.
Fiscal year 1985 $238, 400 000,000.
Fiscal year 1986: $24'7,050,000,000.
Fiscal year 1987: $266,000,000,000.
(147
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In section 1, strike out subsection (b)X1) and insert in lieu thereof
the following:
(1) National Defense (050):
Fiscal year 1984:
(A) New budget authority, $264,500,000,000.
(B) Qutlays, $234,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $285,700,000,000.
(B) Outlays, $255,900,000,000.
(C) New direct obligations, $0.
(D) New primary loan -guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authority, $310,000,000,000.
(B) Outlays, $275,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $336,100,000,000.
(B) Outlays, $303,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
In section 1, strike out subsection (b)(19) and insert in lieu there-
of the following:
(19) Allowances (920):
Fiscal year 1984:
(A) New budget authority, $650,000,000.
(B) Outlays, $750,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1985:
(A) New budget authority, $700,000,000.
(B) Outlays, $300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1986:
(A) New budget authoritg, $4,400,000,000.
(B) Outlays, §3,800,000,0 0.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
Fiscal year 1987:
(A) New budget authority, $6,850,000,000.
(B) Outlays, $5,950,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.
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Section 2(i) is amended by inserting at the end thereof the follow-
ing new paragraph:

(2) The House Committee on Ways and Means shall report
changes in laws within the jurisdiction of that committee sufficient
to increase revenues by $9,700,000,000 in fiscal year 1985; further
the Congress finds that to attain the policy of this resolution in
future years requires increases of $17,650,000,000 in revenues in
fiscal year 1986; and requires increases of $22,450,000,000 in rev-
enues in fiscal year 1987.

O
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