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I. WHY A BALANCED BUDGET?

The challenge the Budget Committee is offering to the House of
Representatives is to accept and implement a set of revenue and spend-
ing recommendations that would not only balance the budget.but cre-
ate, a surplus for the first time in more than a decade. The Committee
believes the actions recommended in this resolution constitute the ap-
propriate fiscal policy in a comprehensive Federal effort to curb the
inflationary pressures in the Nation's economy. It is one important
step in the right direction.

The demand for a balanced budget is broadly based and deeply felt.
Thirty State legislatures have passed resolutions in support of a con-
stitutional amendment to require a balanced Federal budget. Busi-
nessmen, workers, State and local government officials, farmers, and a
host of leading interest groups and organizations, all known for their
independent thought and diversity of opinion, agree on one point: The
most important immediate action the President and Congress can take
to combat rising inflation is to balance the Federal budget. The Com-
mittee shares this view and believes it has recommended the appro-
priate response to this demand.

The Committee is fully aware that its target of a budget in balance
will not in and of itself result in an immediate and dramatic reversal
of the current inflationary trends. The Committee's recommendation
must be viewed in its proper perspective. That is, a balanced budget is
the first step which, when taken in conjunction with actions by the
President, the Federal Reserve, State and local governments, and the
private sector of our economy, will lead us ultimately to a solution to
our inflation problems. The desired results will not occur overnight.
Solving the inflation problem must be viewed as a long-term under-
taking. But past efforts to break the momentum of Federal spending
have failed. The time for dramatic action is now.

Balancing the budget is complicated by several factors. First, al-
though there is widespread demand for and support of the necessity
for a balanced Federal budget, there is little unanimity of opinion
about how it should be done. Second, inflation itself has caused some
spending to increase automatically, including the entitlement pay-
ments that are tied to the Consumer Price Index. Third, defense, which
is hit harder by soaring fuel costs than any other function of govern-
ment, must, at this critical time of international tensions, be allowed
a modest real spending growth. Finally, it is manifest that the poor
and the handicapped must not be made to bear an unfair burden in
halting inflation since they already bear too heavily the burden of
inflation itself.

Despite these difficulties, the Committee has reached the conclusion
that the budget should be balanced by restraint in Federal spending
to demonstrate clearly and unmistakably to the American people that



the Congress is determined to do its part to reverse the inflationary

spiral. Furthermore, it is the firm policy of this Committee that all

segments of our economy affected by fiscal policy must be prepared

to share in the restraint in Federal spending necessary to balance the

budget. Every function of government has been carefully scrutinized

to insure that the Committee's recommendations are fair and reason-

able and do not benefit one group at the expense of another.

Said differently, the policy of this Committee is to balance the budget

through reductions in Federal spending and not through increases in

Federal taxes. The Committee's inclusion of the President's oil import

fee, which increases revenues by approximately $10.3 billion, is offset

by a recommendation that a targeted productivity anti-inflationary
tax reduction be enacted following the implementation of' the appro-

priate spending policy recommended in this resolution. Likewise, the

Committee's endorsement of the proposal to subject dividends and

interest to withholding is not a new tax but is intended to spread the
burden of balancing the budget. We can begin to restore confidence in
our fiscal policy only when we restrain spending and achieve a bal-
anced Federal budget. We then can consider major tax reductions and
reforms that are consistent with a policy of spending no more than
we take in.

The Committee is fully cognizant that the immediate impact of a
balanced budget on the economy in terms of the inflation rate may be
relatively small. The Committee is convinced, nonetheless, that a bal-
anced budget does make a substantial difference in the manner in
which fiscal policy impacts on our overall economy in the long term.
The persistent policy of the Federal Government over the past decade
has been to conduct its affairs through deficit financing. This has per-
petuated in the minds of the American people the notion that we have
unlimited resources and can spend our way out of any dilemma. This
behavior also has convinced the world community that we are incapable
of consistently applying a rational or reasoned fiscal and monetary
policy, which is the bulwark of the defense of the value of the dollar.
Beyond this, if the current rise in private debt is used as the criterion,
individual Americans, in order to "beat" inflation, are following the
Federal Government's historic pattern of spending more money than
they take in. This unproductive and negative psychology and its in-
sidious impact on inflationary pressures must be stopped. A balanced
budget will be a clear signal to the American people and the world com-
munity that this Congress intends to take the appropriate steps to
protect the basic structure and integrity of the American economy.



II. A. ECONOMIC OUTLOOK
The assumptions reflect the current economic dilemma which faces

us and make the actions recommended by the Committee that much
more imperative. They are not the goals of the Committee but a re-
flection of reality. Basically, the high rate of inflation in recent years
has eroded consumer purchasing power, expanded household debt,
and will continue to exact a heavy toll on the economy.

The economic forecast on which the recommended budget resolu-
tion is based assumes a mild recession in 1980 followed by a modest
recovery in 1981. Real GNP (economic growth adjusted for infla-
tion) is expected to decline before the middle of this year but start
to recover by the end of 1q80. Inflation is expected to remain high in
the first half of 1980, begin to slow after the onset of the recession,
and fall gradually through 1981. Relief from double-digit inflation
is not expected until late this year. The rate of unemployment will
rise to above 7.0 percent by the end of 1980 and remain near 7.5 per-
cent through 1981. Interest rates are expected to remain at high levels
until the inflation rate starts to fall. While interest rates should drop
before the end of this year, they are not expected to fall to pre-1979
levels even by the end of 1981.

House Budget Committee Economic Assumptions:

Calendar years (percent change)

1980 1981

4th Year 4th Year
quarter average quarter average

GNP:
Real (1972 dollars) ------------------ -1.0 0 2.3 1.1
Nominal (current dollars) -------------- 8.8 9.3 12.1 11.0

Inflation:
GNP deflator 9.9 9.3 9.5 9.7
CPI (all urban consumers)- - 11.6 13.0 9.9 9.6

4th 4th
quarter Annual quarter Annual

level average level average

Unemployment: Unemployment rate -------- 7.3 6.8 7.6 7.5
Interest rate: 3.mo Treasury bill rate ------- 11.1 12.4 9.7 9.6

Additional explanations of the economy's performance as measured
by each major indicator and each sector of the Gross National Product
can be found in Appendix B of this report. In that section the Commit-
tee assumptions are compared to the forecasts of the major commercial
econometric forecasting companies.



II. B. CURBING SPENDING TO BALANCE THE BUDGET

To reiterate, it is the policy of the Committee to balance the -budget

through restraints in Federal spending, not through increases in taxes.

At the time of its consideration of the First Budget Resolution for

Fiscal Year 1981, the Committee had before it the President's budget

submitted in January as reestimated by the Congressional Budget

Office. These reestimates are based on the economic path adopted by the

Committee and reflect the latest information available on the spending

rates of the various departments and agencies. As the following table

indicates, the President's budget, as reestimated, totals $628.3 billion.

The Budget Committee recommends total outlays of $611.8 billion

resulting in a total outlay reduction of $16.5 billion from the Presi-

dent's budget reestimated.

FISCAL YEAR 1981 BUDGET OUTLAY REDUCTIONS

(In billions of dollars)

President's Budget (January 28) ------------------------------------- 615.8

Plus: Reestimates due to economic assumptions ----------------------- 7 6

Reestimates due to programmatic assumptions ------------------- 5. 1

Equals: President's budget reestimated --------------------------- 1628.

Less: Budget Committee's total outlay recommendation ---------------- 611. 8

1 Total does not add due to rounding.

During its deliberations the Committee reviewed a variety of budget
reduction options including those produced by the Congressional
Budget Office, the General Accounting Office, and Members of Con-
gress. The Committee decided on an approach that embodied several
strategies to achieve restraint in Federal spending. Examples of the

restraints proposed under each of these categories are provided at the

end of this section but the general categories themselves are set forth as
follows:

I. Eliminate certain ongoing and proposed programs.
II. Delay the effective dates for certain new initiatives proposed

in the President's budget.
III. Slow down the rate of obligation and expenditure primarily

for certain ongoing construction programs.
IV. Target programs better to the people they are intended to

benefit.
V. Bring several programs now receiving two cost-of-living ad-

justments in a year into line with the once a year adjustment now
applied to social security recipients.

VI. Reduce program levels for certain discretionary programs
through the appropriation process.

VII. Tighten the Federal belt through a variety of measures to
reduce waste and improve efficiency.

One of the most important considerations of the Committee in its
effort to balance the budget through restraint in Federal spending was
that the poor and disadvantaged not be unfairly burdened. The 'Com-
mittee believes it has met that objective. Close to half of the budget is
composed of entitlement programs, many of which do benefit the poor
and the disadvantaged and many of which are automatically adjusted
for inflation. The Committee specifically decided not to target reduc-
tions at this block of programs. In fact, the recommendation includes



real growth for these programs of over 5 percent, in a budget which
overall has a real growth rate of - 1.6 percent. Defense is the only other
area in the budget -which shows real growth.

The Committee's specific recommendations to balance the budget on
the remaining target areas were not disproportionately applied to hu-
man resources programs, as the following table clearly indicates:

TOTAL COMMITTEE REDUCTIONS FROM PRESIDENT'S

BUDGET REESTIMATED

[In billions of dollars]

Amount Percent

I. State-local/assistance:
*Both general and categorical assistance to State and local governments,

such as elimination of State portion of general revenue sharing, the
proposed countercyclical program, the Law Enforcement Assistance
Grant program, and reduced funding for local public works and eco-
nomic development------------------

II. Human resources programs:
ODelaying the effective dates for new human resources programs such as

the Youth Education Employment initiative, the Child Health Assur-
ance program, and welfare reform -------------------------------

*Reform of certain human resources programs such as tightened eligibility
and benefits for food stamps, public assistance, and low-income energy
assistance, and bringing adjustments in the Food Stamp and Child
Nutrition programs into line with the once a year cost-of.living adjust-
ment now applied to social security recipients-----------------

*Other reductions in human resources programs such as CETA, educa-
tion assistance, discretionary health, social services, veterans pro-
grams; and termination of unemployment benefits for CETA workers,
and the termination of the Youth Conservation Corps program ---

Ill. Other reductions:
*Defense, energy, foreign assistance, natural resources, agriculture; several

Federal belt-tightening measures, such as higher pay absorption, a
general administrative and operating cost reduction; bringing Federal
retirees into line with the once a year cost-of-living adjustment now
applied to social security recipients; program slowdowns such as water
projects, Federal highways, EPA construction grants, and Strategic
Petroleum Reserve; elimination of Saturday and some portion of bulk
mail subsidies, and others --------------------------------------

1.4 9

1.0 6

8.1 49

Total reductions from President's budget reestimated ----------- 16. 5 100

Examples of Savings From President's Budget

Recommended by House Budget Committee

[Outlays in millions of dollars]

I. Elimination of Programs

z Elimination of subsidies for Saturday mail delivery and some portion of subsidy for
bulk mail -------------------------------------------------------------------- -836

Committee assumes no reduction in subsidy for rural post offices and free mail de-
livery for blind ind handicapped. Reduction still leaves intact a Federal postal sub-
sidy of $757 million. Eliminating one day of postal deliveries would impose less hard-
ship on public than other cuts which could affect Vital government services to lower- and
moderate-income persons. Cut in delivery to 5 days could also save energy by reducing
fuel consumption by Postal Service.



* Elimination of State share of revenue sharing ------------------------------------- 1.714

Committee assumes non-renewal of Federal funds for the State share of revenue

sharing but continuation of the $4.6 billion in Federal payments to local governments.

Compared to Federal government States are in a relatively healthy fiscal condition.

More than 50 percent of State governments are expected to run significant surpluses

during 1980.
" Elimination of Youth Conservation Corps --------------------------------------- -55

Enrollment in YCC is not targeted to young persons in greatest economic need. Work

performed by YCC enrollees is only marginally essential to maintenance of public lands.

Work could probably be done by regular Federal employees in a more-cost effective

manner..
Elimination of Law Enforcement Assistance Administration grant program ----------- -100

Committee believes Federal funds no longer have significant impact on improve-

ments in local law enforcement and criminal justice. Useful local projects previously

funded by LEAA should be supported from State and local revenues. Recommendation

assumes continuation of Federal support for research and statistics activities at a $49.5

million funding level.
" Elimination of proposed new Countercyclical Assistance Initiative ------------------ 1,000

Committee believes that in of severe fiscal restraint only the most urgent new initia-
tives should be enacted. Further this money would be targeted to local governments,
not to individuals.

" Elimination of unemployment benefits for former CETA employees -- --- - -200
Committee assumes legislation to deny Federally-financed unemployment benefits to

former CETA employees on grounds that since CETA workers have up to 18 months of
public employment they have had ample time to make transition to regular employment.
States and localities could assume the cost of these unemployment benefits if they choose
to do so.

II. Delay Effective Dates for New Initiatives

" Youth education-employment initiative _- -150
Committee assumes that legislation to increase future employability of disadvantaged

youths will be enacted and includes $1.2 billion of additional budget authority for this
purpose in fiscal year 1981. However, Committee assumes that legislation will be enacted
late in 1981 and that outlays will not occur until 1982. Committee further assumes that
current level of services under Youth Employment and Demonstrature Projects Act of
1977 (YEDPA) will continue throughout fiscal year 1981.

* Child Health Assurance program (CHAP) ------------------------------------- 360
Committee endorses efforts to close gaps in services to low-income children and preg-

nant women and assumes $40 million to initiate the CHAP program in late fiscal year
1981. Delay in implementation is proposed mainly because of budgetary constraints.
However, delay in start of program will give administration sufficient time to develop
guidelines and procedures to assure that problems experienced with existing medicaid
programs for children will not be repeated.

* Welfare Reform- - - - -- - -- 850
Because of severe overall constraints, Committee assumes the cost provisions of

welfare reform, including about $550 million in State fiscal relief provisions, will be
deferred until 1982.

* Medicare-Medicaid program expansions .......................- 70
President proposed $170 million for medicare-medicaid program improvements such as

expanded coverage for home health services, medicaid coverage of comprehensive health
clinics, and expanded coverage of outpatient psychiatric care. Committee recognizes
importance of expanding these benefits but believes fiscal situation prevents full funding
at this time. Recommendation still assumes $100 million for these expansions in 1981.

* Inland Energy Impact Assistance .. .. -38
Committee deferral of the proposed $150 million funding level for this assistance until

fiscal year 1982. Committee believes major program initiatives should not be under-

taken during a period of severe fiscal restraint. Moreover, infrastructure development

activities can be funded through existing Federal programs.

Ill. Program Slowdowns

* Slowdown oil purchase for Strategic Petroleum Reserve ----------------------- -1, 000
While program is important, Committee believes overall budget requirements argue

against significant outlays for this activity in 1981. Committee recommendation would
allow purchase of 7 million barrels of oil for reserve. Alternatively it might be possible
to purchase the 36 million barrels the President proposed in his budget if the oil were
purchased at "old oil" prices. Committee assumes no reduction in the budget authority
for the Reserve requested by the President.



*'Slowdown of EPA Construction grant program .................................... - 100
Committee believes a modest slowdown in program is appropriate in view of need for

fiscal restraint. Recommended reduction is from estimated fiscal year 1981 outlays of
$4 billion.

" Slowdown of W ater Projects ......................................... ---------- - 100
Recommendation assumes slowdown in outlays for ongoing construction projects due

to need for fiscal restraint. Recommendation does not assume termination of any projects.
" Slowdown of Park Lands Acquisition ---------------------------------------- -150

Committee assumes a reduction in both the federal land acquisition programs and a
reduction in the Federal portion of the state grants program. Reduction in Federal land
acquisition program is based on need to promote less costly alternatives to full title
land acquisition and need to encourage more consistent federal land acquisition policy.
Reduction in Federal portion of state grants program is based on shifting responsibility
for state recreation programs to state taxpayers whoare main beneficiaries.

* Reduction in obligation calling for Federal Highways ----------------------------- 400
Committee assumes fiscal year 1981 outlay savings of $400 million based on prompt

deferral action to reduce fiscal year 1980 obligation calling for Federal highways by about
$1 billion in fiscal year 1980. and a similar reduction in the obligation ceiling in fiscal year
1981. Would allow obligation ceilings of about $7.75 billion in fiscal year 1980 and between
$7.85 and $6.35 billion in fiscal year 1981. Recommendation is based on need to control
Federal spending and assumption that improved program management can increase pro-
gram efficiency.

" Reduction in funding for local public works and economic development projects ----- -200
Reduction reflects Committee's view that President's proposed increases in 1980 and

1981 result in too rapid a buildup in program levels. Committee also believes it is un-
desirable to implement a sizeable new program this late in fiscal year 1980. For fiscal
year 1981 recommendation still contains $863 million in budget authority and $618 million
in outlays. IV. Better Targeting

* Tightened eligibility for low'-income energy assistance .. . ..----------------------- -200
Recommendation is $200 million below the President's request but still $600 million

over the 1980 appropriation of $1.6 billion. Committee assumes reduction can be achieved
by better targeting of benefits to persons who are truly needy and are responsible for pay-
ing their own heating costs.
Elimination of work incentive (WIN)/CETA overlap ---------------------------- -50

Committee assumes that there will be a more coordinated effort within the Labor De-
partment in providing services under both the WIN and CETA programs. Currently,
both programs provide many of the same services to similar clientele. Recommendation
assumes that $50 million in outlays could be saved in the WIN program if overlapping
services were eliminated.

" Changes in food stamp eligibility ------------------------------------------.. -. -130
Committee assumes savings totaling $130 million from reforms in eligibility for food

stamp benefits for certain groups who have relatively less need for assistance. Reforms
include severe restrictions on the eligibility of students for benefits, a reduction in the

amount of liquid assets which an individual can have and receive food stamps, and use of
a poverty level for eligibility which is more consistent with the official census definition
than the one currently used by the Department of Agriculture.

" Changes in Public Assistance benefit determination ---------------------------- -221
Committee assumes savings of $221 million in budget authority and outlays could be

achieved from more frequent reporting of income by welfare recipients and basing benefits

on past rather than anticipated income. Both reforms are contained in the Social Welfare

Amendments of 1979 (H.R. 4904) but were scheduled to be first effective in fiscal

year 1982. Committee assumes that these reforms could be made effective in fiscal year
1981.

V. Annual (Rather than Semi-Annual) Adjustments for Inflation

* Retirement benefits for Federal civilian and military k.etirees --------------------- -1 100

Under current law benefits received by military and Federal civilian retirees are adjusted
twice a year for changes in the Consumer Price Index (CPI). Recommendation assumes

changes in current law to provide an annual adjustment which will put Federal retirees
on same adjustment basis as social security recipients.



" Food Stamp program. -300
Committee assumes savings of $300 million would be achieved in fiscal year 1981 by

adopting a system in which all automatic adjustments for inflation, including the amount
of food stamps plus the allowable deductions, would be made each January rather than
twice a year as under current law.

* C hild nutrition program -------------------------------------------------------- - 75
Committee assumes savings of $75 million in Child Nutrition programs by making

adjustments for reimbursement rates to schools and other institutions each July rather
than twice a year, as is the case under current law. Assumes annual adjustments would go
into effect in July so that changes would not be necessary during the academic year.

VI. Other Program Reductions
* CETA funding level --- -1,000

Committee assumes a reduction in CETA program funding, other than the youth
programs under YEDPA and President's youth initiative. Committee assumes that these
reductions can be made in the following ways: (1) reducing the title VI PSE enrollment
level by 50,000 jobs to a total of 150,000; (2) eliminating the welfare jobs demonstration
projects under title 1II; (3) reducing the enrollment level of the title VII I Young Adult
Conservation Corps (YACC); and other actions.

" Department of Defense Level of Purchases ---------------------------------------- -1,000
Each year during appropriations process reductions are made in many line items and

result from a variety of causes including schedule slippages, redefinition of requirements
and identification of operating efficiencies. Sum of these reductions is quite significant.
Committee assumes that the Appropriations Committees will again make these types
of reductions in fiscal year 1981. (In addition, other adjustments to the National Defense
function result in a total reduction of $1.4 billion below the President's reestimated
budget.)

" H igher Education Funding ......-- - ------------------------------------------ - 200
Committee assumes a fiscal year 1980 BEOGs rescission to reduce each basic grant by

$50, allowing grants to range from $150 to a maximum of $1,750. Assumes that the maxi-
mum grant will be $1800 in fiscal year 1981 rather than $1,900 as proposed by the Presi-
dent. Further assumes that Congress will reform the guaranteed student loan program
holding total costs to the level in the President's budget.

" Foreign Assistance Program s ------------.- - --------------------------------- - 400
Committee assumes reductions in the President's request for multilateral assistance

programs such as contributions to international organizations and multilateral banks:
programs of the Agency for International Development; shipment of commodities abroad
under PL 480 Food for Peace programs, in military assistant grants, and other programs.
Reductions will result in a real decline in the funding levels of these programs as opposed
to the real growth levels which had been provided by Congress in recent years.

VII. Federal Belt Tightening
a An across-the-board reduction in Federal government and administrative costs including

a freeze in civilian personnel levels -------------------------...-------- ---- -1,000
Committee assumes a reduction in agency overhead and administrative costs which

will reduce civilian agency costs by $0.6 billion and civilian cost in Defense by $0.4
billion. Operating costs can be reduced through hiring freezes, filling vacancies at lower
grade levels, slowing do n promotions and step increases, using less consumable supplies
such as paper or electricity, and implementing more restrictive policies on travel or
contract services.

* Increase civilian pay absorption to reflect levels achieved in recent years -------------- -200
Committee recommends that civilian agencies absorb 35 percent of the cost of the fiscal

year 1981 pay raise through greater management efficiency and tightening of related
expenses rather than the 21 percent absorption assumed in President's budget. Recom-
mendation will save almost $0.2 billion. (These cutbacks in overhead costs are in addition
to the general cut discussed above.)

* Delay Cost-of-Living Increases for Members of Congress and Other Administrative
Savings .............--- - 61
Committeeassumes that Members of Congress will not receive cost-of-living increases

in fiscal year 1981. Further assumes, the legislative branch would be required to achieve
other administrative savings to complement similar cost-savings measures proposed for
the executive branch.

* Elimination of administration's contingency allowance --.------ --- -600
Committee recommends elimination of the contingency allowance for fiscal year 1981.

Contingency allowance is not . request for the appropriation of a contingency fund;



rather it is leeway provided in the budget so that the President may later request addi-
tional appropriations for specific purposes should the need arise.

e Eliminate waste from purchase of furniture for Federal agencies --------------------- -200
Committee believes that federal agencies and General Services Administration have

seriously mismanaged their purchases of office furniture. Committee supports President's
March I freeze on requisition of new furniture and urges that expenditures for furniture
be given the most careful scrutiny through the appropriations process. Committee notes
that large amounts of useable furniture are currently in storage and therefore assumes
that savings of $200 million, about one year's worth of furniture costs, can be achieved in
the fiscal year 1981 budget.

USER CHARGES

In a further attempt to achieve equity in its task of balancing the
budget, the Committee considered the issue of user charges for goods
and services provided by the Federal Government. Specific recom-
mendations assumed in the Resolution cover only a small number of
Government services, but the Committee believes that these recommen-
dations help spread the burden of balancing the budget and provide a
renewed focus on the whole subject of user fees. The Committee in
specific recommendations proposes invoking Coast Guard user charges
and increasing general aviation and inland waterway user charges.

Aviation User Charge.-The Committee recommends continuation
of the 8 percent passenger tax. The recommendation also assumes the
President's proposed fiscal year 1981 general aviation revenue will in-
crease from $100 million per annum to $350 million per annum. In
addition, the Committee recommends that beginning in fiscal year 1982
the general aviation user class should pay 50 percent of their share of
benefits received, which would result in an additional $200 million in
revenue per annum above the President's request. At present, general
aviation users are estimated to pay only 14 percent of their share of
system costs. As a matter of equity, an increase to 50 percent is recom-
mended and strengthens the whole concept of users paying for the
benefits they receive.

Coast Guard User Charges.-The Committee recommendation as-
sumes the institution of Coast Guard user charges for commercial
shippers who utilize Coast Guard navigational aids such as buoys and
other channel markings. The user charges would be treated as offsetting
receipts to Function 400 Transportation and are estimated, at $150
million for fiscal year 1981.

Inland Waterway User Charges.-The Committee recommendation
does not assume any increase in the waterways user fee for fiscal year
1981. However, it does assume that Congress will act before fiscal year
1982 to bring the user fee closer than currently mandated to recover
actual Corps of Engineers construction and/or operations and mainte-
nance costs. The President's budget for fiscal year 1981 requests about
$470 million in construction costs for inland waterway navigation
projects. In addition, the President's request would provide about $250
million in operations and maintenance costs associated with these con-
struction activities. The currently mandated user fee of 4¢ in fiscal
year 1981 is applied only toconstruction costs and would cover 6 per-
cent of those costs.





II. C. TAX POLICY

Once the crucial decision was made that the budget for fiscal year
1981 should not be balanced by legislating new tax increases for either
individuals or corporations, the Committee considered the role of tax
policy in the context of total fiscal policy options and the economy.

There has been a growing consensus among economists that some tax
reduction is inevitable for a wide variety of reasons: To counteract
the long-predicted recession, to offset added inflation resulting from
oil import fees and decontrol, and to stimulate productivity :and hence
combat inflation. Some also believe there should be an adjustment in
the increasing tax burdens for individuals resulting from inflationary
bracket creep. The only questions remaining in the opinions of most
are when and how.

The Committee appreciates these viewpoints and indeed shares many
of them. Furthermore, it believes it is possible to fashion a tax pack-
age which would achieve most of these aims. However, sound fiscal
policy dictates that any tax reduction, even a highly targeted one, be
part of a balanced budget.

Specifically, to adopt a tax reduction package, no matter how well
thought out, before the budget were in balance would, serve only to
confuse a vital and needed signal. In the Committee's opinion, the
main value of balancing the budget is the clear signal it would give
the financial markets, both foreign and domestic, as well as the con-
sumer and the investor, that the vicious psychological cycle which is
fueling inflation has been broken at a central point-the Government's
budget. For the first time in 12 years, the budget would be in balance.
To create a deficit for any reason, even for tax reduction, would con-
fuse this message. No explanation could undo the damage which would
have been done. Given the psychology of the economy, it is the opinion
of a majority of this Committee that a tax reduction, no matter how
carefully targeted, before the budget is in balance would contribute to
inflation. Yet, the goal of tax relief is important to many Members and
the commitment to this goal is explicit in this Resolution.

Once the goal of a balanced budget is achieved, the Committee
believes the best tax reduction package would be one which offsets
inflation, while encouraging productivity. This would not be the time
for across-the-board, let-the-chips-fall-where-they-may relief. Rather
a majority of the Committee envisions a highly targeted package
along the lines of a combination of some form of accelerated deprecia-
tion and an offset to the scheduled increase in the payroll tax next
January as the responsible way to proceed.

In keeping with its twin objectives of neither balancing the budget
through tax increases nor creating a deficit through tax reductions,
the Committee is clear in its intent that the proceeds of the Presi-
dent's announced oil import fee be reserved for use in funding the
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tax package mentioned previously. Not one penny of revenues from
this source is intended to be used for balancing tile budget.

However, to insure that the battle against inflation is spread
equitably throughout the economy and not just on those groups most
dependent on Federal grant programs, the Committee endorses a pro-
posal to subject dividends and interest to withholding. While the
proposal would generate an additional $3.4 billion in revenues for
fiscal year 1981, it would do so without levying new taxes, but rather
by increasing compliance with existing law and speeding up col-
lection initially. Together with the revenues from the President's
proposal to speed up the deposit of withheld taxes by corporations,
they constitute the only significant additional revenue contribution
toward balancing the budget.

If there is any new direction of tax policy that has been given
a major boost by balance-the-budget considerations, it is the con-
cept of user fees which are discussed in an earlier section of this
Report. It is the opinion of a majority of this Comnittee, in keeping
with the aim of reducing future deficits and lowering the general tax
burden, that wherever possible government services which benefit
particular groups or businesses in the economy be substantially sup-
ported by those beneficiaries rather than the general taxpayer.



III. RECONCILIATION AND OTHER ENFORCEMENT
MEASURES

The Couinittee is determined that the Federal budget for fiscal year
1981 will be balanced in fact and not just on paper. But if the Con-
gress is to begin the new fiscal year with its books in the black for the
first time in over a decade, Congress must act to cut back on existing
programs as well as hold the line on budgetary increases. This means
that the authorizing committees must report and the Congress enact
changes in existing law to realize $9.059 billion in outlay savings. In
addition, the Committee recommends changes in present tax laws that
will result in $22.2 billion in new revenues to the Federal treasury.

Failure to take the steps necessary to realize these legislative savings
and new revenues will result in a budget deficit of $29.3 billion rather
than a surplus of $2.0 billion. To insure that the goal of a budget sur-
plus is not illusory, the Committee recommends implementation of two
as yet unused procedural devices: The reconciliation process and a pro-
cedure whereby certain spending bills would be held at the Speaker's
desk rather than being enrolled and sent to the President for signature.

THE RECONCILIATION PROCESS

The Budget Act contemplated that it might be necessary to imple-
ment an extraordinary procedure, known as reconciliation, in order to
implement the policies implicit in the budget resolution. Under the
framework set forth in section 310 of the Congressional Budget Act,
the reconciliation process would be implemented in the second budget
resolution for a given fiscal year. However, due to the necessity of act-
ing quickly and effectively to balance the budget and realizing that
there may not be time to act on reconciliation instructions before the
end of the Second Session of the 96th Congress, the Committee has
included reconciliation instructions in the First Budget Resolution.

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

What the Reconciliation Instructions Provide.-Reconciliation in-
structions contained in the First Budget Resolution for Fiscal Year
1981 direct 8 House authorizing committees and 8 Senate authorizing
committees to report legislation saving $9.059 billion in outlays in fiscal
year 1981. The following Senate Committees are affected by reconcilia-
tion instructions: Armed Services, Finance, Labor and Human Re-
sources, Governmental Affairs, Veterans' Affairs, Environmental and
Public Works, Commerce, and Agriculture, Nutrition and Forestry.
The following House Committees are affected by reconciliation instruc-
tions: Ways and Means, Interstate and Foreign Commerce, Post Office



and Civil Service, Veterans Affairs, Public Works and Transportation,
Education and Labor, Agriculture, and Armed Services.

[In millions of dollars]

Budget
authority Outlays

House committee:
Ways and Means
Interstate and Foreign Commerce -
Post Office and Civil Service - --
Veterans' Affairs ----
Public Works and Transportation -----

Education and Labor -------------------
Agriculture --
Arm ed Services --------- - --------------

Total-------------------

Senate committee:
Armed Services ......... . -.-
Finance -----------------
Labor and Human Resources --------
Governmental Affairs ......- .---
Veterans' Affairs ------------------------
Environment and Public Works ....-.....
C om m erce ------------------------------
Agriculture, Nutrition and Forestry -------

Total ------- ----

---- - -717 -1,869
-200 -270

--- -- - -3,639 1 -4,204
-400 1 -400

------ ----------- - 150 ',_ 550
--.----- ------ - 839 - 786

-520 1 -520
...... -. ------ - 3,263 - 3,188

-------- -- 2 -6,925 2 -9,059

-460 ' -460
--- -917 -2,079

-306 -349
-3,639 -4,204

--- -400 -400
----------------- - 400
---- -150 -150
.. -1,053 -1,027

-6,925 -9,059

I A portion of these sums is spending authority under the Appropriations Committee jurisdiction.
2 These do not total due to $2,803 in budget authority and $2,728 in outlays referred jointly to

the Armed Services and Post Office and Civil Services Committee.

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

In addition to spending savings, the Committee has included recon-
ciliation instructions that apply to the Committees on Ways and Means
and Finance with respect to revenue initiatives. The reconciliation
language directs the tax-writing committees to report legislation in-
creasing revenues through a variety of reforms.

Again, while the Committee makes a number of suggestions as to
how those savings could be realized, it is up to the tax writing commit-
tees to determine what specific legislation should be reported. The
Committee has included no reconciliation language with respect to the
productivity or anti-inflation tax cut targeted in the budget resolu-
tion since the Committee assumes that this tax initiative will not be
considered until after the budget has been brought into balance.

How the Reconciliation Process Works.-The reconciliation lan-
guage directs committees to submit reconciliation recommendations by
June 15, 1980. Under the reconciliation procedures, the recommenda-
tions submitted by the various committees will be referred to the
Budget Committee which will assemble the various measures into one
omnibus reconciliation bill. It is the Committee's hope that this recon-
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ciliation bill then would be considered promptly and adopted by the
Congress.

DELAYED ENROLLMENT OF CERTAIN SPENDING BILLS

In addition to recommending implementation of the reconciliation
process, the Committee has included language in the budget resolution
providing that all spending bills, including both appropriation and
entitlement bills, which are reported after enactment of the First
Budget Resolution for Fiscal Year 1981 and which exceed the alloca-
tion in the budget resolution under section 302 (b) of the Budget Act
not be enrolled until after the second budget resolution in the fall has
been agreed to, and, if additional reconciliation is required in the sec-
ond budget resolution, until Congress has completed final action on
that process. For purposes of determining the status of committee
action under the enrollment requirement, the Committee will be imple-
menting a system of tracking bills at various stages prior to enroll-
ment. This will permit those spending bills which are offset by appro-
priate legislative savings bills both within the same section 3,02(b)
subdivision to proceed to enrollment. Of course, bills which are con-
sistent with the budget resolution targets will be sent to the President
for is signature immediately. Legislation already reported from com-
mittee will not be subject to deferred enrollment.

Just as the reconciliation process provides a means to realize savings
required by changes in existing law, the special enrollment procedure
provides a means to insure that targets in the budget resolution are not
breached by new appropriation and entitlement bills.

The Committee has identified certain areas in which the legislative
savings assumed in the recommendation could be made. However, there
are many other areas in which the committees could make these sav-
ings and the Committee encourages them to seek out any other alter-
natives to meet the reconciliation totals. Some of the areas in which
outlay savings could be achieved are:

[In millions of dollars]

Budget
authority Outlay.

Health programs:
Hospital cost containment - -100 -780
Revision to make medicare benefits for the working aged sup-

plementary to private insurance -....
Elimination of bonus to hospitals for provision of routine

nursing services to medicare beneficiaries__ --- -
Limitation on payments to hospitals to the nursing home rate

for long-term case services ------------------- ---------- -117 -520
Implementation of joint audit for medicare and medicaid ---
Establishment of financial penalties to deter abuse of medicare

and medicaid programs ..................
Competitive bid purchasing for equipment and services -------
Other health care cost control proposals---------------

Federal compensation reform--------------------------- -2,803 -2, 728
Income security programs:

Disability insurance reforms, including revision of benefit
computations, increased work incentives, improved admin-
istration and other changes -------------- ------------ - - ----- - -69
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[in millions of dollars]

Income Security Programs -Continued
Food Stamp program reforms ------------------------------
Child nutrition and special milk program reforms-------------
Changes to the Public Assistance program ---------------
Reform of the railroad retirement program to restore the

solvency of the railroad industry pension fund
Annual cost of living for retirees:

C iv ilia n ------ --- ---- - -- ----------- ----- ----- ------------
M ilita ry ---------------------------------------------

Federal worker compensation reforms-
Veterans benefits and services:

Elimination of GI bill benefits for correspondence courses and
general flight training ----------------------------

Elimination of certain dental benefits -------------------- --
Reimbursement by health insurers for certain medical care

given insured veterans . .---
Guaranteed student loans ...- --

Unemployment benefits for farmer CETA workers -----.
Postal subsidies -------------.......
Highway ceiling - --
Coast Guard user fees

Total_--

520
533
500

46-5

301 -274
200 -200
836 -836

-400
150 -150

925 -9,059

In the revenue area possibilities could include implementation of
oil and a hazardous substances cleanup fund, increase in airport and
airway trust fund taxes, withholding on interest and dividends, phase-
in removal of tax exempt housing bonds, change in railroad retire-
ment taxes.

Budget
authority Outlays

Outlays

----------- ------ -6 , ,



IV. EXPANDED BUDGET CONTROLS

A. CREDIT BUDGET RECOMMENDATION

For the first time, the Committee recommends an aggregate target
for Federal credit activity as a part of the First Budget Resolution.
This recommendation is consistent with the President's budget re-
quest for fiscal year 1981 which proposes a Federal credit budget to
allow consideration of Federal credit activities along with the unified
budget.

The growth of Federal credit programs in recent years has been
dramatic (see Figure 1). In some cases credit programs have grown
more rapidly than direct spending programs. Most credit programs
are off-budget and are, therefore, outside of the traditional budget
process which focuses on direct spending and taxing. Between 1976
and 1979, Federal expenditures increased by 35 percent while new
loans guaranteed increased 108 percent and new direct loans by off-
budget agencies increased by 70 percent. Direct loans by on-budget
agencies increased by only 35 percent. Growth in loan guarantees was
greatest in fiscal years 1977 and 1979 (98 percent and 58 percent, re-
spectively). Direct loans by off-budget agencies increased rapidly
in 1975 (99 percent) and continued in 1976 (53 percent). Direct loans
by on-budget agencies increased fastest in 1977 and 1978 (42.5 and 44
percent, respectively).

Presumably, one reason for this growth of Federal credit programs
is their favorable budgetary treatment. Loan guarantees are excluded
by statute from the definition of budget authority, aind are, therefore,
beyond the control of the budget process. In addition, some direct
loans by on-budget agencies are effectively transferred off-budget be-
cause of sales of assets to the Federal Financing Bank (FFB)-the
largest off-budget agency-and purchases by the FFB of guaranteed
loan obligations.

President's Budget

The President's proposed Federal credit budget consists of new
obligations for direct loans and new commitments for loan guaran-
tees. For fiscal year 1981, the President's proposed credit budget totals
$142 billion, almost one-fourth of the size of the proposed Federal
budget outlays. In addition, the administration is requesting an-
nual appropriation limitations for selected Federal credit programs
totaling $59.7 billion.

The administration's proposal represents a limited first step in the
development of a credit control system. The system would place con-
trols only on the principal amount of direct loans, not on any interest
subsidies or other special terms; and for guaranteed lending, only
on the amount of loan principal that is actwilly guaranteed by tle
Federal Government. The proposal excludes two general categories
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of programs from the proposed limitations: (1) Emergency credit
assistance programs (e.g., disaster loans) and credit insurance (e.g.,
Federal Deposit Insurance Corporation) ; and (2) Entitlement pro-
grams (e.g., all veterans credit programs). These programs have been
excluded because annual limitations could reduce flexibility to respond
to unanticipated contingencies or in the case of entitlement programs
qualified recipients have a legal right to loans or loan guarantees. Ex-
emptions are also proposed for housing credit activities for fiscal year
1981 because of current economic conditions; for the Commodity
Credit Corporation, so as not to restrict the President's authority to
expand agricultural export activities; and for the Federal Financing
Bank, since it does not conduct credit programs on its own.



The result of this approach is that the fastest growing sectors of
Federal credit activity (i.e., some loan guarantee programs and direct
lending by the off-budget FFB) are excluded from the proposed
s y s t e m ,n *

The President's proposed credit budget contains several new initia-
tives for direct loan and loan guarantee programs in fiscal year 1981:
(1) $2.0 billion for loan guarantees for the development of synthetic
fuel production facilities; (2) $250 million in loans and over $300
million for loan guarantees to support rail freight restructuring for
railroads other than ConRail; and (3) $1.2 billion for a basic student
loan program to replace the existing insured loan program.

House Committees' Views and Estimates

The Appropriations Committee strongly supports the proposed
credit budget, and points out that "bringing all credit programs into
the budget process will help coordinate credit policy with fiscal policy,
and help synchronize the allocative aspects of Federal credit activity
with budget allocations."

Th6 Banking Committee report is largely consistent with the Presi-
dent's Budget for credit programs under its jurisdiction, with the
exception of recommending a higher limitation for business loan
guarantees for the Economic Development Administration.

The Small Business Committee recommendation objects to the im-
position of the proposed appropriation limitations for each small
business loan guarantee program because that Committee believes it
would reduce the flexibility of the SBA to reprogram funds as re-
quired to meet program demands.

The Agriculture Committee recommends increased limitations above
the President's Budget for the Agricultural Credit Insurance Fund,
and the Rural Development Insurance Fund. No limitation is recom-
mended for emergency disaster loans, since historically authorizations
have been provided as needed.

The Committee on Interstate and Foreign Commerce accepts the
administration's proposed limitations on direct loan and loan guar-
antee programs within its jurisdiction. Major programs include the
Energy Security Corporation, the Energy Security Trust Fund, and
the Geothermal Resources Development Fund.

The Ways and Means Committee "firmly endorses the President's
credit control proposal and strongly urges that the Budget and
Appropriations Committees make every effort to expand these con-
trols as quickly as possible so that all Federal loans and loan guar-
antees will be subject to appropriation limitations by fiscal year
1985."

The Education and Labor Committee recommends extending exist-
ing student direct and guaranteed loan programs, instead of accepting
the President's proposal to establish a single new program intended
to decrease the level of guaranteed student loans.

The Veterans Committee concurs with the President's proposed
credit budget activities for the Veterans' Administration. The Science
and Technology Committee also concurs with or made no comment



on credit budget proposals affectiing NASA and the Department of
Energy.

The Merchant Marine and Fisheries and Interior Committees gen-

erally accept the administration's credit proposals, but recommend
higher loan limitations for selected programs.

RECOMMENDATION

The Committee recommendation (shown in the table below) 'in-
cludes an aggregate target of $140.2 billion for Federal credit activ-
ity in the First Budget Resolution for Fiscal Year 1981. The Com-

mittee further recommends that the Appropriations Committee es-
tablish limitations of $219.1 billion, an expansion of the amounts pro-
posed for limitations by the President, to include limitations on sec-
ondary guarantees and guarantees of direct loans by other agencies.
This would allow coverage of financing activities of the Federal
Financing Bank. These totals represent a decrease of $1.9 billion
for aggregate Federal credit activity and an increase of $159.4 bil-
lion for proposed appropriations limitations on direct and guaranteed
loans from the President's budget. This approach would allow the
Congress to initiate a comprehensive system which can be used to
exercise greater control over the growth of Federal credit activities,
ensure that the level of resources for these activities is justified, that
the allocation of resources for these activities is consistent with na-
tional priorities, and that more careful consideration is given to the
impact of total Federal credit activity on the economy as a whole.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION-

FISCAL YEAR 1981 CREDIT BUDGET

[In billions of dollars]

President's Committee
January recommends-

budget 'tion

Credit budget:
New direct loan obligations-__
New loan guarantee commitments I
Less:

Secondary guarantees and guarantees of direct loans by
another agency ----

Subtotal ----------------------------------------------

Total. credit budget -------------- - --

Proposed limitations:
Limitation on new direct loan obligations ---------
Limitation on new loan guarantee commitments - -
Limitation on secondary guarantees and guarantees of direct

loans by another agency .................- . -.------

Total, proposed lim itations ------------------------------

60.7
160.3

-78.9 -78.9

81.4 79.5
142.1 140.2

............... 78.9

59.7 219.1

I Secondary guarantees and guarantees of loans acquired by on- and off-budget agencies are de-
ducted to avoid double-counting.



B. OUTYEAR BUDGET PLAN

This year the House Committee on the Budget adds a new dimen-
sion to the budget process with the approval of a multiyear plan cover-
ing fiscal years 1982 and 1983. The first step was taken last year when
the Committee reviewed a comprehensive analysis of the outyear im-
pact of fiscal year 1980 budget decisions prepared by the Budget Proc-
ess Task Force. However, no votes were taken on the outyears and the
House-passed resolution did not include a multiyear plan.

Interest in multiyear budget planning has been growing in recent
years partly due to the dramatic growth in uncontrollable outlays,
which has accounted for 83 percent of the overall outlay growth dur-
ing the last decade. The President's budget first reflected attention to
multiyear planning in 1961 when it included a projection of aggregate
numbers for ten years out from the budget year. However, no real
budget planning took place until 1979 when the President's budget
included two years of planning beyond the budget year plus two
years of projections. Although the numbers reflected only a few real
planning decisions in the outyears, the attempt to focus on planning
rather than projections was an important move toward better budget
control.

The House Committee has included a multiyear plan in the resolu-
tion in order to focus congressional attention on the consequences
which spending decisions made in the budget year will have in the
outyears and thus to promote better control in the budget year. The
outlays in any given budget year are largely determined by actions
Congress has taken in prior years. For instance, of the $615.8 billion in
the President's budget this year, 76 percent is considered to be rela-
tively uncontrollable under existing law in the budget year. This in-
cludes entitlement programs which mandate payments to governments
or individuals and payments from prior year contracts and
obligations.

This large proportion of automatic outlays has significant implica-
tions for control of the budget. Without changes to existing laws to
reduce the growth in relatively uncontrollable programs, congres-
sional efforts to control total outlays concentrates on a small portion
of the budget. Consequently, these relatively controllable programs
often bear a disproportionate burden from efforts to restrain overall
spending in the short run.

In addition to promoting better control in the budget year, multi-
year planning also expands the overall framework in which Congress
considers the budget. Preparing a Federal budget requires examina-
tion, review and decisions relating to overall economic conditions and
prospects national fiscal and tax policies as well as policy choices on
the appropriate budget levels necessary to meet our country's existing
and emerging priorities. By confining these considerations within a
one-year time frame, Congress cannot fully address the longer-range
relationships among these critical policy areas.

Multiyear planning extends the time frame in which to consider
budget -and related policy areas. It allows Congress the opportunity
to consider anticipated needs and availability of Federal resources in
advance of actual requirements and provides a longer-range frame-



work in which to shape overall policies as well as make budget deci-
sions over time.
Discusion of the Overall Plan

The recommendations for the First Budget Resolution reflect a
small surplus in fiscal year 1981 which grows substantially in fiscal
years 1982 and 1983. These are intended to be a set of planning targets
which set a framework for fiscal and budget policy and provide a basis
for allocation of Federal resources both now and in the future.

Table I presents a summary of the Committee's aggregate and func-
tional total recommendations for fiscal year 1981 and the budget plan
for fiscal years 1982 and 1983, and compares them with the President's
budget and planning estimates as reestimated by CBO for fiscal years
1981 through 1983.

The recommended budget plan includes the following aggregates.

[in fiscal years]

President's budget
reestimated HBC recommendation Difference

Aggregates 1981 1982 1983 1981 1982 1983 1981 1982 1983

Revenues -------- 614.0 717.0 824.0 613.8 694.8 804.1 -0.2 -22.2 -19.9
Budget authority__- 713.0 788.4 883.2 694.6 767.3 864.5 -18.4 -21.1 -18.7
Outlays --------- 628.3 703.0 792.5 611.8 683.1 775.4 -16.5 -19.9 -17.1
Margin -14.3 +14.0 +31.5 +2.0 +11.7 +28.7 +16.3 -2.3 -2.8

Revenues.-Aggregate revenues in the House Committee outyear
plan increase by 31.0 percent, or $190.3 billion, between fiscal years
1981 and 1983. The President's budget provides projections of outyear
revenues that incidate an increase of 33.1 percent, or $198.8 billion
over the same period. The Committee recommendation reflects in-
creases in revenues resulting from growth in nominal GNP, and other
increases reflecting proposals to change current tax laws. The Commit-
tee revenue recommendation also accounts for possible reductions in
tax receipts covering fiscal years 1981 through 1983 for unspecified
tax cuts, providing the overall budget aggregates are in balance. Sec-
tion V of this Report includes a detailed description of the Commit-
tee's revenue recommendations.

Outlays.--Aogregate outlays in the House Committee's budget
plan increase by 26.7 percent, or $163.6 billion, between fiscal years
1981 and 1983. Outlays as a percent of GNP decline from 21.89 percent
in fiscal year 1981 to 21.76 percent in fiscal year 1982. Outlays as a per-
cent of GNP increase in fiscal year 1983 due to an allowance of $24.1
billion for a national health insurance initiative beginning in fiscal
year 1983. Without this outyear policy initiatve, the percent of GNP
would declne to 21.2 percent. The President's plan reestimated pro-
vides an increase of 26.1 percent or $164.2 billion over the same period
and reflects a higher percentage of GNP rate for all three years, as
shown below.



[In fiscal years and percent]

President's budget
reestimated by CBO HBC recommendation

Indicator 1981 1982 1983 1981 1982 1983

Nominal growth -------------------- 10.81 11.89 12.73 7.90 11.65 13.51
Real growth ----------------------- 1.04 2.41 3.66 -1.6 2.19 4.38
Outlays as percent of GNP ------------- 22.49 22.39 22.36 21.89 21.76 21.88

The House Committee's plan shows the net effect of increases for
entitlement and other major uncontrollable programs, as well as
policy choices to provide budget allowances sufficient to meet major
presidential initiatives, including increased defense capabilities, na-
tional energy needs, and proposed initiatives in welfare reform and
national health insurance. The bulk of other spending programs and
activities generally receive allowances that either provide for modest
increases, hold budget levels constant or reduce them over the plan-
ning period. Table IT lists the major components of the House Com-
mittee's budget plan.

TABIE 1.-MAJOR COMPONENTS OF THE HOUSE COMMITTEE'S BUDGET
PLAN

The overall HBC recommended budget plan includes the outyear
effects of fiscal year 1981 budget recommendations, as well as recom-
mendations on certain outyear budget choices that have initial impact
in fiscal years 1982 and 1983. On the whole, outlays in fiscal years
1982 and 1983 increase over fiscal year 1981 levels. Highlighted below
are the major components of the House Committee's budget plan.

* Revenues--tax cuts of $20.0 billion in fiscal years 1982 and 1983
are included in the outyear budget plan, which follow from the
proposed fiscal year 1981 productivity and anti-inflationary tax
cut; illustrative examples of possible cuts include faster expensing
of capital purchases to attract more business investment, or roll-
backs of pending increases in payroll tax rates; such cuts could
partially offset automatic increases in tax revenues resulting from
inflationary effects on the graduated income tax rate and from
higher energy prices.

* Defense-real grow th increases for improved readiness and con-
tinuing modernization of military forces; this is consistent with
increases proposed in the President's budget plan.

" Energy-increases for initiatives in energy supply and conser-
vation which are substantially consistent with proposals in the
President's budget plan, except for the President's proposed "util-
ity oil use reduction proposal"; outyears also include increases
which assume a normal course of oil storage in the Strategic
Petroleum Reserve Program (SPRO), following lower than
planned storage activity in fiscal year 1981.

* Transportation--increases for highway trust fund, aviation, rail
assistance, Amtrak, and Coast Guard activities, as well as the
mass transportation component of the President's proposed energy
initiatives; reductions for Conrail assistance; and increased re-
ceipts from aviation and Coast Guard user fees.



* Education, Employment and Training-outyear increases are
provided for three Presidential initiatives, youth education and
training, student loan reform, and the jobs component of the
welfare reform initiative; although increases smaller than those
proposed by the President are provided for the youth and student
loan initiatives, and startup of the welfare reform jobs program
is assumed in fiscal year 1983, one year later than the President's
proposal.

* Health-a major fiscal year 1983 increase for National Health
Insurance which is comparable to the President's proposed
initiative.

* Income Security-a major increase for cash assistance compo-
nents of the welfare reform initiative in fiscal year 1983 which
is one year later than the President's proposal.

* State and Local Assistance--increases for Urban Development
Action Grant program reflecting spend-out from prior year com-
mitments and other increases for EDA, Indian, flood insurance,
and disaster loan programs; reductions in the Community Devel-
opment Block Grant, urban renewal, local public works and
disaster relief programs; other major reductions reflecting fiscal
1981 recommendations to eliminate the state share of General
Revenue Sharing, new funding for anti-recession fiscal assistance,
and funding for the Law Enforcement Assistance Administration.

* Other Federal Government Programs and Operations-very
modest increases in general government operations to reflect hold-
ing down administrative and overhead costs of the Federal gov-
ernment, decreases for Federal subsidies to the Postal Service.
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V. ISSUES IN DETAIL

A. REVENUES

The resolution recommends a revenue level of $613.8 billion, $13.8
billion higher than the $600.0 billion recommended by the President in
his January budget as shown in Table I. The $613.8 billion is $0.2 bil-
lion lower than the President's budget as reestimated by CBO.

TABLE I.-SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

AND COMPARISON TO PRESIDENT'S BUDGET IN FISCAL YEAR 1981

REVENUES

[In billions of dollars]

Fiscal year 1981
budget

Presi- Commit- Fiscal Fiscal
dent s tee rec- year 1982 year 1983

January ommen- commit- committee
budget dation tee plan plan

Current law receipts ---------------------------- 579.0 588.6 683.4 790.7

Major tax proposals:
1. Windfall profit tax ---------------------- +13.7 +18.0 +23.3 +23.4
2. Cash management initiatives _ +4.5 +2.6 +1.8 +.6
3. Restrictions on tax exempt housing bonds .... +. 8 +. 4 +2.5 +5.2
4. Railroad retirement taxes ------------------ +.3 +.3 +.3 +.3
5. Airport and Airway Trust Fund ------------ +.2 +.2 +.5 +.5
6. Oil and hazardous substances cleanup fee --- +. 2 +. I +. 2 +. 3
7. Limits on foreign tax credit for oil and gas

extraction ---------------------------- +. 7--------------
8. Independent contractors withholding -------- . 6
9. Receipts from increased IRS audits - --- -. 3 +. 3 +. 3

10. Miscellaneous tax cuts for ways and means
flexibility ---------------------------------- -. I -. 1 -. I

11. Import fees on oil imposed by the President ------------ +10.3 --

12. Productivity or anti-inflationary tax cut if the
budget stays in balance --------------------------- -10.3 -20.0 -20.0

13. Withholding on interest and dividends ----------------- +3.4 +2.5 +2.5
14. Increase in waterway fees ------------------------------------ +. 1 +. I

Total proposed tax changes -------------- +21.0 +25.2 +11.4 +13.4

Total recommended receipts -------------- 600.0 613.0 694.8 804.1

The Committee's estimate of current law receipts is $9.6 billion
higher than the estimate in the Presidents' January budget because of
differences in the economic assumptions. Each of the major tax pro-
posals is briefly described below. These proposals are assumptions of
the Committee used in deriving the total revenue recommendations.
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They are intended, however, only as illustrative proposals not specific
requirements.

1. Windfall Profit Tax
The President's budget estimate of the Windfall Profit Tax reflects

the administration position after House passage, while the Committee
proposal is for the act as reported out of conference which assumes a
price of $35 per barrel of oil. The Committee estimate reflects the
revenue impact of the Windfall Profit tax net of the energy tax credits,
the $200 exclusion for interest and dividends, and the estate and gift
tax changes as reported in the Windfall Profit tax conference report.
The Conference Report on the Windfall Profit tax has passed the
House and is now waiting for Senate approval.
2. Cash Management Initiatives

The President's budget assumes a $4.5 billion increase for adminis-
trative and legislative cash management initiatives. The Committee's
estimate assumes adoption only of the administrative proposal to speed
up deposits of withheld taxes by large employers for both income and
payroll taxes.
3. Tax Exempt Housing Bonds

The President's budget assumes a $0.8 billion increase from restrict-
ing tax exempt housing bonds. The Committee assumes only one-half
of that increase in the first year. Due to possible phasing in of the re-
strictions, the Committee felt that only half the President's budget
increase is likely to occur.
4. Railroad Retirement Taxes

Both the Presidents' budget and the Committee's recommendation
assume a $0.3 billion increase in railroad retirement payroll taxes to
alleviate funding problems for the Railroad Retirement Trust Fund.
This issue, in the past, has been jointly referred to the Interstate and
Foreign Commerce and Ways and Means Committees in the House.
5. Airport and Airway Trust Fund Taxes

Both the Presidents' budget and the Committee's recommendation
assume a $0.2 billion increase in excise taxes for the airport and airway
trust fund in fiscal year 1981. This proposal calls for tax increases and
an extension beyond the expiration date of June 30, 1980. It is esti-
mated that general aviation users currently pay roughly 15 percent of
the cost of services provided by the Federal Government which benefit
them directly. The Committee further recommends that the general
aviation fees and taxes be adjusted by $0.2 billion in fiscal year 1982
and beyond to recover at least 50 percent of the cost of Federal serv-
ices provided to them. It is also recommended that a larger share of
the costs of operations and maintenance of airports and airways which
are currently funded out of general revenues be paid for through the
airport and airways trust fund. These increases are in addition to
extending the current rates for which legislation is also required. By
comparison, large commercial airlines already pay approximately
88 percent of their share of costs, primarily through an 8 percent
passenger ticket tax.



6. Oil and Hazardous Substances Cleanup Fund Fee
The President's budget assumes a $0.2 billion increase in revenues

for a fee on the oil and chemical industries for an oil and hazardous
substance cleanup fund. Alternative versions of legislation affecting
only oil cleanup are also under consideration in Congress. The Com-
mittee assumes a $0.1 billion increase for an oil and/or hazardous sub-
stance cleanup fund. Only half of the President's requested amount
was assumed because of possible delays in passing and implementing
the new legislation. This issue is under consideration in the Interstate
and Foreign Commerce, Merchant Marine and Fisheries, and the
Public Works and Transportation Committees.
7. Foreign Oil Tax Credit

The President's budget includes a $0.7 billion increase to limit the
foreign tax credit for oil and gas extraction. The Committee does not
assume this increase.
8. Independent Contractors Withholding

The President's budget assumes a $0.6 billion tax increase from
imposing a 10 percent withholding tax on independent contractors
starting January 1, 1981. The Committee's recommendation does not
include this proposal.
9. Additional Collections from Added IRS Audits

The Committee assumes a $0.3 billion increase in receipts resulting
from a $50 million increase in outlays for IRS audit and collection
resources. The proposal is not included in the President's budget. This
additional revenue will occur only if the Congress appropriates the
additional budget authority to support the added audit activity.
10. Miscellaneous Tax Cuts for Ways and Means Flexibility

In order to enable the tax writing committees to continue to provide
tariff relief for the import of products not readily available in
this country, consider Presidential requests for most-favored-nation
treatment, and make minor changes in the tax code to deal with unex-
pected problems which come to these committees in the course of a
year, the Committee recommends flexibility in the amount of $0.1
billion.
11. Oil Import Fee

The President has imposed a fee of $4.62 per barrel on imported
crude oil effective March 15, 1980, to raise $10.3 billion in fiscal year
1981. The fee will affect oil used for gasoline only and is expected to
increase gasoline prices by about 10 cents a gallon. The Committee
took no position on the merits of the President's recommendation of
a 10 cent per gallon motor fuel tax to replace the import fee.
12. Productivity or Anti-Inflationary Tax Cut Allowance

The Committee assumes that an amount equivalent to the $10.3 bil-
lion raised by the new oil import fee imposed by the President will be
used for an incentive tax cut to increase productivity or to reduce
inflation, if the budget is kept in balance. This amount is intended to
accommodate a productivity-raising tax cut of $20 billion on a calendar
year basis beginning January 1, 1981. The President recommended
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that this sum be held as a contingency. The amounts reserved for tax
cuts in fiscal years 1982 and 1983 total $20 billion for each year.

13. Withholding on Interest and Dividends
The Committee's recommendation assumes a $3.4 billion increase

in revenues from withholding 15 percent on interest and dividends.
This is not a new tax but a more complete, collection of taxes due the
Federal Government through a timely procedure. The President has
announced his intention to recommend this change in his March budget
,'evisions. The $3.4 billion increase consists of $2.4 billion from the
speedup of receipts and $1.0 billion from increased reporting of
interest and dividend income. CBO estimates that as much as $14
billion in interest and dividend incomes annually goes unreported.
Corporations and financial institutions already file information forms
on dividend and interest income.

14. Increase in Waterway Fees
Waterway user fees under current law start in fiscal year 1981 at

a level of 4 cents per gallon, raising revenues of $30 million. The
Committee recommends an increase in this fee to 14 cents per gallon
in 1982 and to 17 cents per gallon in 1983, resulting in revenue increases
of $0.1 billion in each of those years. This issue, in the past, has been
jointly referred to the Public Works and Transportation and Ways
and Means Committees in the House.

BUDGET RECEIPTS BY SOURCE

[In billions of dollars]

Fiscal year Fiscal year Fiscal year
1981 receipts 1982 receipts 1983 receipts

Source:
Individual income taxes -.. 284.5 328.2 390.6
Corporation income taxes -------------------- 67. 0 77.6 90. 8
Social insurance taxes 1 89.0 216.7 246.3
Excise taxes ........... 47.5 61.9 64.0
Estate and gift taxes ------------------------ 6. I 6.8 7.5
Customs duties - 18.7 8.9 9.4
Miscellaneous taxes ------------------ 11.3 14.8 15.5
Unallocated tax cuts ------------------ -10.3 -20.0 -20.0

Total ----------------- -- - 613.8 694.8 804.1



FUNCTION 050: NATIONAL DEFENSE

B. Spending by Function

The Committee recommends $160.8 billion in budget authority and
$147.9 billion in outlays for this function. These totals represent a de-
crease of $2.0 billion in budget authority and a decrease of $1.4 billion
in outlays from the President's budget as reestimated.

Summary of Budget Committee Recommendation

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

President's budget request, Jan. 28, 1980 -- 161.8 146.2 183.4 165.5 205.3 185.9
1. Reestimates:

Changes due to economic as-
sumptions -- - . .1 ±. 1 ...

Other reestimates - -- +1.0 +3.1 --- +2.6 +. 1 +1.6

Anticipated President's re-
estimated budget ---------- 162.8 149.3 183.3 168.0 205.5 187.5

Major policy recommendations:
2. 1981 im pact of 1980 supplem entals --------------------------------------------------
3. Increase military pay and allowances- .5 .5 .7 .7 .7 .7
4. Change the cost-of-living adjustment

for military retirees to once a year- .5 .5 _.4 .4 .5 .5
5. Require absorption of a portion of

the pay raise ------------------------------------ -. 7 .7 .8 .8
6. Reduce the level of purchases -------- 1.6 1.0 _.4 .7 _.5 .8
7. Reduce operating and administrative

costs ......... 4 .4 .4 .4 .5 .5

Total difference .................-- 2.0 1.4 1.2 -1.5 -1.6 1.9

Committee recommendation - -- 160.8 147.9 182.1 166.5 203.9 185.6

Explanation of Committee Recommendations

1. REuSTIMATES

Change8 due to economic assumrptions
None.

Other reestimate8

The reestimates of $1 billion in budget authority and $3.1 billion in
outlays reflect changes in the national defense function resulting from
higher fuel prices, other price increases as a result of higher than



anticipated inflation, and reestimates of spending levels as a result of
recent trends in defense outlays. These estimates assume that the ad-
ministration will require the Department of Defense to absorb a
portion of the price increases.

2. FISCAL YEAR 1981 IMPACT OF 1980 SUPPLEM'NTALS

President's Budget Reestimated by CBO
Pay Supplemental and Consumer Price Index (CPI).-The Presi-

dent's budget includes $3,297 million in budget authority and $3,252
million in outlays for the increased cost of pay resulting from the
October 1979 pay raise for military and civilian personnel of the
Department of Defense and increased benefits to retired military per-
sonnel resulting from higher than anticipated increases in, the CPI.

Unanticipated Price Increases.-The President's budget included
supplemental requests totaling $922 million for the Department of
Defense and the Department of Energy for unanticipated price in-
creases. In addition, requests for the Selective Service System, Federal
Emergency Management Agency, and Stockpile Sales, netting to -$6
million, have been transmitted. The Office of Management and Budget
has indicated that an additional DOD supplemental request will be
transmitted for increased fuel prices. It is currently estimated that
this additional transmittal, combined with previously transmitted re-
quests, will total $2 billion.

Second Budget Resolution for Fiscal Year 1980
The Second Budget Resolution for Fiscal Year 1980 provided $141.2

billion in budget authority and $129.9 billion in outlays for the func-
tion. Items enacted to date plus the President's request for pay supple-
mental and CPI increases for retired military pay are $0.5 billion in
budget authority and $0.1 billion in outlays under the target for this
function. However, the 'Second Resolution assumed absorption of a
portion of the October 1979 pay raise, while the President's assumes
no absorption.

Recommendation
The Committee recommends $142.5 billion in budget authority and

$132.7 billion in outlays for the National Defense function in fiscal
year 1980. The fiscal year 1981 impact of this recommendation is negli-
gible. These totals represent an increase of $1.3 billion in budget
authority and $2.8 billion in outlays from the Second Concurrent
Resolution for Fiscal Year 1980.

The recommendation assumes that 20 percent of the October 1979
pay raise can be absorbed, that the congressional initiatives for mili-
tary pay increases and annualization of COLA will be enacted, and
includes $2 billion for price increases for fuel and other commodities.

The following table summarizes pending and anticipated supple-
mental requests along with the recommended level.



[In millions of dollars]

President's
anticipated request Recommended level

Fiscal year 1980 Fiscal year 1980
Fiscal Fiscal

Budget year Budget year
author- Out- 1981 author- Out- 1981

ity lays outlays ity lays outlays

Pay supplemental and CPI increases for
retired military pay. 3,297 3,252 45 2,731 2, 694 37

M ilitary pay increases ----------------- --------------------------- 306 306 --------
Annualization of CO LA ------------------ -.---------------------- 57 57 --------
Unanticipated price increases -- 2,000 2,000 ------ 2,000 2,000 ----

Total ----------------- - - 5,297 5,252 45 5,094 5,057 37

* Outyear Impact of Recommendation
There is no outyear impact of this recommendation. Annualization

of COLA and military pay increases are addressed individually in
recommendation 3 and recommendation 4.

3. INCREASE MILITARY PAY AND ALLOWANCES

* President's Budget Reestimated by CBO
Included within the President's request is $208 million which relates

to the increased military pay and allowances provided in the Nunn-
Warner amendment to H.R. 5168. The Nunn-Warner amendment
passed the Senate by a vote of 86-1 and will be an issue in the House-
Senate conference on KIR. 5168.
* House Committees' Views and Estimates

The Armed Services Committee expressed concern that military
pay is too low and recommended a $1.1 billion increase to the Presi-
dent's budget for this item.

* Recommendation
The recommendation assumes passage of a conference agreement on

H.R. 5168 which will include increases in military pay and allowances
totaling $545 million above the amounts included in the President's
budget.

* Outyear Impact of the Recommendation
The increases in military pay and allowances provided by the Nunn-

Warner amendment are permanent. The recommendation assumes the
outyears would be increased to accommodate the changes.

4. CHANGE THE COST-OF-LIvING ADJUSTMENT FOR MILITARY

RETIREtES TO ONCE A YEAR

* President's Budget Reestimated byCB 0
The President has not recommended a change in the current law

which provides twice a year cost-of-living adjustments for military
retirees.

* House Committees' Views and Estimates
The Armed Services Committee did not address cost-of-living -ad-

justments although a recommendation to change the adjustment to
once a year was included in the Second Budget Resolution last year.



* Recommendation
The recommendation assumes enactment of legislation to annualize

the cost-of-living adjustment, which will reseult in savings of $460
million in fiscal year 1981 and put the cost-of-living adjustment for
military retirees on the same basis as that for social security recipients.

* Action Required to Implement Recommendation
This change would require legislation within the jurisdiction of the

Armed Services Committee. Savings are based on t;he assumption that
legislation will be enacted by July 1, 1980.

* Outyear Impact of Recom/mendation
Under current law the benefits received by retired military personnel

are adjusted twice a year for changes in the Consumer Price Index
(CPI). The recommendation assumes changes in the current law to
provide an annual adjustment to replace the current semi-annual ad-
justment. The changes are assumed to be implemented in July 1980,
which results in a cost of $57 million in fiscal year 1980 and savings
of $460 million in fiscal year 1981. Retired military personnel received
a cost-of-living adjustment in March 1980 for changes in the CPI
between July and December 1979 and would get a special cost-of-living
adjustment in July 1980 for changes in the CPI between December
1979 and the first quarter of 1980. Subsequent cost-of-living adjust-
ments would be made annually in July based on first quarter over first
quarter CPI changes.

Similiar changes are assumed for civilian retirement benefits in the
recommendation for Function 600. The following table summarizes
the estimated savings resulting from an annual cost-of-living adjust-
ment for retired military and civilian employees.

In millions
of do],ars 1980 1981 1982 1983 1984 1985 Total

050 Military +-- -- 57 -460 -441 -457 -440 -446 -2,187
600 Civilian ------ +106 -590 -596 -671 -688 -740 -3,179

Total ------ +163 -1,050 -1,073 -1,128 -1,128 -1.186 -5,366

5. REQUIRE ABSORLvrIoN OF A PORTION OF TIFE PAY RAISE

* President's Budget Reestimated by CBO
The President has assumed enactment of pay reform legislation

which would broaden the concept of pay comparability for civilian
employees to include fringe benefits and would decouple military pay
raises from civilian pay raises and provide for a military pay raise
equal to the increase in pay and benefits in the surveyed population.
The President estimates that under the pay reform legislation, civilian
employees would receive a 6.2 percent pay raise and military person-
nel would receive a 7.4 percent pay raise. Wage board pay is assumed
to be capped at 6.5 percent. The amount included in Allowances in
Subfunction 051 is $1.3 billion less than that required to finance the
pay raises estimated by the President. This is equivalent to 40 per-
cent absorption.



H Ioue Oommittees' Vieqos and Estimate8s
The Armed Services Committee noted that the President's esti-

mated pay raise appears to be low and that the allowance for pay raise
assumes passage of pay reform legislation.
* Recommendation

The recommendation assumes the President's legislative assump-
tions and allowance for pay raise for fiscal year 1981, which will result
in approximately 40 percent absorption. While this is higher than the
20 percent absorption in recent years, it is a suitable target when all
agencies are being asked to reduce costs.
• Action Required to Implement Recomme'ndation

Enactment of the President's pay reform legislation will require
action by the Post Office and Civil Service Committee and the Armed
Services Committee. If the committees fail to act, the President may
offer an alternative pay plan, but the President does not have authority
under current law to propose different pay raises for military per-
sonnel. If the President does not submit a pay proposal which is con-
sistent with the funding provided, the Congress may reject the
President's pay proposal.

* Outyear Impact of the Recommendation
In recent years, absorption has averaged 20 percent in this function

as summarized in the following table. The outyear figures assume ab-
sorption at 20 percent in 1982 and 1983.

FUNCTION 050: PAY RAISE AND ABSORPTION

[Dollar amounts in millions]

Budget authority

Average
1971-79

Percent raise:
Military-
Wage board --------------------------------- 5.5
Civilian

1981

7.4
7 6.5

6.2

Dollar price -
OMB request
Congressional enactment --------------

Dollar absorption:
OMB__
C ongress ----------------------------

Total

Percent absorption:
OMB_
Congress

Total

2,292 2,177 2,871
2,025 1,849 2,830
1,823 1,796 (1)

267 328 41
202 53 (1)

3, 132
1,847

(1)

1,285
(1)

469 381 41 1,285

11 15 I 41
9 2 (1) (1)

20 18 I 41

I These actions have not yet occurred. The recommendation for fiscal year 1980 assumes 20 per-
cent pay absorption.



6. REDUCE THE LEVEL OF PURCHASES

0 President's Budget Reestimated by CBO
The President's budget request for non-personnel items is $94.4 bil-

lion in budget authority and $82 billion in outlays. The areas included
are procurement, research and development, military construction,
family housing, operatioA and maintenance purchases 'and atomic
energy defense activities. In the President's budget (1/28/80) these
areas contain real growth of more than 5 percent in budget authority
and more than 3 percent in outlays. In certain areas which do not
directly contribute to military readiness, such as program-wide man-
agement and procurement of support items, the real growth is even
higher (approximately 8.9 percent in budget authority).
* House Committees' Views and Estimates

The House committees did not specifically address all of these areas
of the President's budget. However, both the Appropriations and
Armed Services Committees proposed increases to the President's
January 28, 1980 defense budget for fiscal year 1981. The Armed Serv-
ices Committee views and estimates recommended a $13.2 billion in-
crease to the President's budget total for defense.

* Recommendation
The recommendation assumes a reduction in budget authority of

$1.6 billion and $1.0 billion in outlays for fiscal year 1981.
The recommendation is based on the following considerations:
(1) Both the procurement of support items and program-wide man-

agement increase more than the assumed inflation rate for fiscal year
1981 (real growth of approximately 8.9 percent). These are not the
highest priority areas in defense and a reduction or deferral of some of
these costs should not impact adversely on defense capabilities.

(2) Funding for the M-X program is fiscal year 1981 is $1.6 billion,
and total system costs are estimated to exceed $50 billion. Approxi-
mately $0.5 billion of the fiscal year 1981 request is related to the devel-
opment of basing, sometimes called the "racetrack concept." Deploy-
ment of M-X "racetracks" is estimated to require more than $20 billion
in military construction appropriations alone. There are many who
believe that the racetrack concept of basing is not a viable approach
for the M-X, particularly residents of Utah and Nevada, where the
missiles will be located. A slowdown in funding for basing may be
appropriate until this matter is resolved. The M-X basing concept
should be carefully reexamined by the Department of Defense and the
Congress.

(3) There has not been a major change to the Status of Forces
Agreement with the Federal Republic of Germany or Japan since their
signing of this Agreement in the early 1950's. .ince that time both
nations have experienced substantial economic growth. At the same
time, the cost to the United States of maintaining and improving the
strategic.umbrella for our own security 'and the security of our allies
has dramatically increased and major new improvements will require
substantial resources in the future. Based on these considerations, it
seems reasonable to ask our allies, particularly the Federal Republic of
Germany and Japan, to increase their cQntributions to the mutual



defense effort by assuming a large share of the cost of maintaining
U.S. forces stationed in their countries.

(4) Each year during the appropriations process, reductions are
identified in the defense budget. These reductions are made in many
line items and result in a variety of causes including schedule slip-
pages, redefinition of requirements and identification of operating
efficiencies, but the sum of all these reductions is quite significant. It is
anticipated that these types of reductions in the fiscal year 1981 budget
will again be made in the appropriations process.
* Action Required to Implement Recommendation

The Appropriations Committee can by its normal review adjust the
defense budget.
* Outyear Impact of the Recommendation

The estimate assumes the reductions are made in fiscal year 1981
only, except for changes in host nation support, which are assumed to
continue in the outyears.

7. REDUCE OPERATING AND ADMINISTRATIVE COSTS

* President's Budget Reestimated by IBO
The Department of Defense budget includes approximately $3.0

billion in fiscal year 1981 for administrative activities. These activities
include operation of departmental headquarters, service-wide person-
nel administration, public affairs, audiovisual activities, and the ad-
ministration of construction and real property maintenance planning.
A staff of approximately 74,900 are assigned to these administrative
activities.

* Bouse Committees' Vi&w8 and Estimates
Neither the Appropriations Committee nor the Armed Services

Committee specifically addressed this area of the budget.
* Recommendation

The recommendation assumes reduction in overhead costs consistent
with reductions assumed in civilian agencies which is discussed else-
where in this report (Function 920). This reduction could be achieved
through a combination of reduced hiring with a resulting reduction in
personnel levels, a slowdown in promotions, and a general reduction in
the level of activity.
* Action Required to Implement Recomimendation

The Appropriations Committee can adjust the defense budget by its
normal review.
• Outyear Impact of Recommendation

The recommendation assumes that the reductions in fiscal year 1981
will not be restored in the outyears.



FUNCTION 150: INTERNATIONAL AFFAIRS

The Committee recommends $24.0 billion in budget authority and
$9.6 billion in outlays for this function. These totals represent de-
creases of $0.6 billion in budget authority and $0.2 billion in outlays
from the President's budget as reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars)

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

President's budget request 1/28/80 ----------
I. Reestimates (by CBO):

Changes due to economic as-
sumptions -------------------

Other reestimates

President's budget reestimated ---

Major policy recommendations:
2. 1981 impact of 1980 supplementals

and conference report on H.R. 4473
foreign assistance appropriation
bill for fiscal year 1980

3. Reduce foreign assistance program
lev els . . .. . . . ..- - - --- --- ------

Total difference ----------------

Committee recommendation ---------------

16.9 9.6 14.2 10.2 14.2 11.2

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

+7.7 +.2 +2.2 +.1 +1.9 -. 3

24.6 9.8 16.4 10.3 16.1 10.9

+.5 +.2

-1. 1 L' h -J *. -. 3

-. 6 -. 2 -. 2 -. 3 -. 2 -. 2

24.0 9.6 16.2 10.0 15.9 10.7

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES

Changes due to economic assumptions
None.

Other reestimate8
The increase in estimates for budget authority over the President's

request are due to assumptions concerning obligation rates for the
Military Sale Trust Fund and budget treatment of the Seventh Quota
increase in the International Monetary Fund. Outlays increase as a
result of higher spendout rates for the Economic Support Fund. De-
tails of the budget authority reestimates are shown below.

... +.2
1 1 A q I



fIn billions of dollars]

Budget
authority Outlays

*Military sales trust fund:
President's estimate (net) -----------------------------------------------------------
Recommendation -------------------------- 2.1 .

Change ------------------------------------------- +2.1

This account records the net impact of Foreign Military Sales Trust
Fund activities. The President's estimate and the recommendation
both assume that trust fund outlays will be offset by receipts from
customers. However, the recommendation assumes higher obligations
(budget authority) in fiscal year 1981.

[In billions of dollars]

Budget
authority Outlay

International monetary fund (IMF):
President's estimate -----------------------------------------------------------------
Recommendation --------------------------------------- 5.6............

Change --------------------------------------------- +5.6

The President's budget assumed that authority for U.S. participa-
tion in the Seventh Quota increase of the IMF would be provided by
authorizing legislation and by limitation language in an appropria-
tion act. The recommendation assumes that the Congress will treat
the IMF quota as a regular appropriation item and that budget au-
thority will be provided for the full amount of the United States
quota.

2. FISCAL YEAR 1981 IMPACT OF 1980 SUPPLEMENTALS AND CONFERENCE

REPORT ON HR 4473, FOREIGN ASSISTANCE APPROPRIATIONS BILL FOR

FISCAL YEAR 1980

* President's Budget Reestimated by CBO
The President's budget request for fiscal year 1980 supplementals is

as shown below.
[In millions of dollars]

Fiscal year 1980
President's request Fiscal year

1981
Budget outlays

authority Outlays

1. Pakistan assistance --------------------------------- 1 10 100 --

2. Special Central American assistance ------------------ 80 70 10
3. Public Law 480 food for peace programs -------------- 197 197-
4. State Department/Board for International Broadcasting- 21 18 3
5. Contributions to international organizations ----------- 27 1 26
6. Foreign Service retirement fund --.------------------- 5 5 ------------

Total ------------------------------------- --- 440 391 39



* Conference Report on HR 4473, Foreigh Assistance Appropriation
Bill for Fiscal Year 1980

The conference report on HR 4473 was reported on February 27,
1980 but has not yet been considered by the House. The conference
report provides increased foreign assistance funding levels of' $1.1
billion in budget authority and $0.2 billion in outlays over those in
the Continuing Resolution for Fiscal Year 1980 and results in an in-
crease of $0.5 billion in budget authority and $0.2 billion in outlays
over the President's estimates for fiscal year 1981.
* Second Budget Resolution Recommendation for Fiscal Year 1980

The Second Budget Resolution made no specific assumption con-
cerning supplemental requests other than that the funding levels
would be sufficient to provide for emergency assistance for Cambodia.

The spending provided in the conference report on HR 4473 For-
eign Assistance appropriation bill for fiscal year 1980 is essentially in
agreement with the assumptions in the Second Budget Resolution ex-
cept that the conference report pi ovides for substantially higher Ex-
port-Import Bank direct loan program levels.
* Recommendation

The recommendation assumes $15.8 billion in budget authority and
$10.1 billion in outlays for International Affairs in fiscal year 1980,
and would assume approval of the President's supplemental requests
and the conference report on HR 4473, Foreign Assistance appropria-
tion bill for fiscal year 1980.
* Outyear Impact of Recommendation

No outyear impact is assumed in connection with approval of the
President's supplemental requests. Approval of the conference report
on HR 4473 will result in increases over the President's estimates for
outlays in fiscal year 1982 of $0.2 billion and in fiscal year 1983 of
$0.1 billion. This increase in outyear spending results from Export-
Import Bank direct loan program levels which are higher in the con-
ference report than in the President's budget request.

3. REDUCE FOREIGN ASSISTANCE PROGRAM LEVELS

* President's Budget Reestimated by CB0
The President's January budget request of $14.9 billion in budget

authority and $8.4 billion in outlays would provide little real growth
(less than 1 percent) in foreign assistance programs compared with
the levels provided in the conference report on the Foreign Assistance
appropriation bill for fiscal year 1980.
* House Committee's Views and Estimates

The Appropriations Committee recommended an increase of $200
million over the President's January budget request for Public Law
480 Food for Peace programs.

The Foreign Affairs and Banking Committees support the Presi-
dent's budget request levels for programs in this function. However,
the Foreign Affairs Committee noted that the President is revising
his budget request and the Committee may wish to amend its recom-
mendation after reviewing the President's amended proposal.



* Recommendation
The recommendation assumes $13.8 billion in budget authority and

$8.0 billion in outlays which would constitute a real decline in fund-
ing for these programs in fiscal year 1981. However, in keeping with
the continued efforts to achieve a peace settlement in the Middle East,
the recommendations assume full funding of the assistance programs
for Egypt and Israel.

The recommended level constitutes a reduction in new outlays for
foreign assistance programs of about 10 percent from the President's
request. It assumes reductions in foreign assistance programs includ-
ing: bilateral and multilateral assistance, Public Law 480 Food for
Peace commodity shipments, refugee assistance, and the direct loan
programs of the Export-Import Bank.
* Outyear Impact of the Recommnendation

The recommendation assumes that the outyear impact of this budget
stringency in fiscal year 1981 will be modest. Most of the programs
involved can be modified substantially on a year to year basis. The
outyear spending projections assume that fiscal conditions will allow
for the President's projected levels for fiscal year 1982 and 1983 for
the Food for Peace and Export-Import Bank programs and assume
a gradual resumption in growth in other foreign assistance areas.



FUNCTION 250: GENERAL SCIENCE, SPACE, AND
TECHNOLOGY

The Committee recommends $6.7 billion in budget authority and
$6.3 billion in outlays for this function. These totals represent de-
creases of $0.2 billion in budget authority and $0.1 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981
budget

Budget
author- Out-

ity lays

Fiscal year 1982 Fiscal year 1983
plan plan

Budget Budget
author- Out- author- Out-

ity lays ity lays

President's budget request, Jan. 28, 1980 --- 6.9 6.4 6.9 6.9 7.0 7.0
I. Reestimates (by CBO):

Changes due to eco nomic as-
su m p tio n s ... . . . . . . . . . . . . . . . . . . . . . . . . . . ..--- --- ------------- ----------------

Other reestimates - (1) (I) (1) 0.2 (1) -. 1

President's budget reestimated_ 6.9 6.4 6.9 6.7 7.0 6.9

Major policy recommendations:
2. 1981 impact of 1980 supplementals - - - (1) ----------------------------
3. Level of funding -- - .2 -. I ------- (1) -------- (1)

Total difference -----------------. .2 . I -------- (1) -------- (1)

Committee recommendation -.- 6.7 6. 3 6.9 6.7 7.0 6.9

I Less than $50,000.000.

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES

(lianges due to economic assumptiom9
None.

Other reestimates
The Committee recommendation for fiscal year 1981 incorporates

relatively small CBO reestimates of eight accounts in the National
Science Foundation, the Department of Energy, and the National
Aeronautics and S pace Administration. For fiscal years 1982 and 1983,
the estimating differences primarily involve outlays in the various
NASA programs.



2. 1981 IMPACT OF 1980 SUPPLEMENTALS

e President's Budget Reestimated by CBO
The President's fiscal year 1981 budget contains a fiscal year 1980

supplemental request of $300 million in budget authority and $200
million in outlays for the NASA space shuttle program. The CBO
reestimates the outlays to be $180 million. This additional funding
would permit a strengthening of ongoing development effort to over-
come remaining technical problems to make possible a fully opera-
tional Shuttle system beginning in 1,982. The most difficult of these
technical problems is the installation and testing of the -thermal pro-
tection system. This system consists of over 30,000 tiles to provide
protection against extreme temperatures that will -be experienced upon
the Shuttle's reentry to the Earth's atmosphere. In addition, more
work than anticipated has been required on systems qualification and
certification testing across all elements of the programs. As a result,
the first orbital flight is now planned for late 1980 or the first quarter
of 1981.
* Second Budget Resolution for Fiscal Year 1980

The supplemental request for the NASA space shuttle program
was not assumed in the Second Budget Resolution for fiscal year 1980;
however, this supplemental is assumed in the Committee's recom-
mended revision of that Resolution.
* Recommendation

The Committee recommendation assumes $300 million in budget
authority and $180 million in outlays to accommodate the additional
funding requirement in the space shuttle program. This -recommenda-
tion recognizes that technical problems are being experienced in the
development of the shuttle, but supports the President's decision to
maintain the current schedule for development and production of a
four orbiter space transportation system (STS). This system is re-
quired to support critical civilian and national security missions in
the 1980's.

To the extent that supplemental appropriations are not provided,
further delays in the Shuttle schedule are likely to occur. This would
likely cause higher cost in the program for fiscal year 1982 and fiscal
year 1983 than currently planned. A preliminary estimate of the im-
pact if the supplemental is not approved indicates an approximately
delay of 3 to 4 months in the first orbital flight and 7 to 9 month in the
deliveries of the follow-on orbiters. This would result in total increases
in-direct program cost of $600 to $850 million and reductions in Shuttle
employment at the end of fiscal year 1980 exceeding 20,000 jobs. As-
suming the mid-point of this range ($725 million), the approximate
phasing of the direct program cost increase is as follows:

[In millions of dollars]

Effect of no supplemental:
Fiscal year:

1980 -------------------------------------------------- 300
1981 --------------------------------------------------- I----+ 60
1982 ------------------------------------------------- 275
1983 ------------------------------------------------- +300

Balance to complete --------------------------------------- 390

59-969 0 - 80 - 4



In addition to the direct program impact, a slip in the Shuttle pro-
gram would impact other programs in areas such as additional ex-
pendable launch vehicle procurement; extension of Shuttle develop'-
ment supporting activities; delay of the Tracking and Data Relay
Satellite services; and extension of STS users' payload processing
schedules for launch. This impact is estimated to increase total costs
approximately $500 million of which $100 to $150 million could occur
in FY 1981.

Therefore, the Committee recommendation appears to be the most
cost-effective approach to maintaining the current schedule for devel-
opment and production of a space transportation system.

* Multiyear Perspective
The Committee recommendation would result in outlays of $110 mil-

lion in fiscal year 1982 and $10 million in fiscal year 1983.

LEVEL OF FUNDING

* President's Budget Reestimated by CBO
The President's budget recommends a net increase of $739 million

in budget authority and $589 million in outlays above the fiscal year
1980 levels for this function. The budget recommends significant real
growth for general science and basic research programs in the De-
partment of Energy (DOE) and National Science Foundation
(NSF). This is a continuation of the administration's commitment to
real growth in Federal support of science as a long-arm investment in
the Nation's economic future. For the National Aeronautics and Space
Administration (NASA) space research and technology programs,
the budget continues to focus on the development and production of
the space transportation system. The key components of this system
are four reusable shuttle orbiters capable of carrying payloads into
orbit and returning to Earth for subsequent missions. The budget
request for fiscal year 1981 also assumes enactment of fiscal year 1980
supplemental appropriations for the shuttle program. The President's
budget assumes that this supplemental along with the funding re-
quested in fiscal year 1981 should be sufficient to maintain the schedule
for an operational shuttle system by 1982.

* House Commnittees' Views and Estimates
The House Science and Technology Committee recommends a net

increase of $35 million in budget authority and $35 million in outlays to
accommodate authorizations it plans to report. These include annual
authorizations for the NASA, the NSF, and the DOE. The Committee
emphasizes that many of the estimates contained in the report were
developed prior to subcommittee and full committee markup and are
subject to change in light of the President's anticipated changes to his
January budget request.

The House Appropriations Committee comments that the fiscal year
1981 NASA budget is predicated on a first manned orbital launch of
the Space Shuttle no later than the end of thefirst quarter of 1981. The
Committee also states that recent technical problems suggest that the
likely launch date will be during or at the end of that period. Any
slippage of the Shuttle schedule beyond the first quarter will result



in an additional funding requirement relative to the length of the
delay, but a minimum magnitude of from $50 to $100 million. The
Committee further states that ultimate actions taken on the fiscal year
1981 request for the NSF will be within the budget as proposed.

0 Recommendation
The Committee recommendation assumes that the level of funding

for programs in this functional category will be held to $6.7 billion in
budget authority and $6.3 billion in outlays. This level of funding is
slightly below the President's request with the exception of the Space
Shuttle program; however, the recommendation in no way should be
interpreted as a retreat from the strong commitment to sustained
growth in federal support to research and science. Rather it should be
viewed as a necessary trade-off among programs of nearly equal im-
portance substantively, but somewhat different in terms of urgency.
On one hand basic research and science programs are fundamental to
increased productivity and to the future economic well-being of the
Nation. However, some of these programs are lower in priority than
others in terms of their contributions to productivity, thus better able
to absorb a pause in growth. This is possibly true, for example, of
those NSF programs that could be referred to as "soft" sciences; DOE
high energy physics research; and certain non-Shuttle research in
NASA. On the other hand the Space Shuttle, though experiencing
some technical problems, is on a date-certain schedule for supporting
critical civilian and national security missions. Therefore it appears
that at least for fiscal year 1981, a period of extremely tight fiscal
policy funding for final development of the Space Shuttle deserves a
higher priority than other programs in this functional category. As
fiscal and economic conditions improve in the near-term, appropriate
growth in funding should be resumed in basic research and science
as a way of assuring increased productivity and economic growth over
the long-term.
0 Action Required to Implement Recommendation

This Committee recommendation can be implemented through the
appropriation process.

* Outyear Impact of 'Recommendation
The Committee recommendation assumes that moderate growth in

basic research and science programs will resume in fiscal year 1982
and reach the President's planning level in fiscal year 1983. For space
research and technology, the recommendation assumes the funding
for the Space Shuttle development will decline beginning in fiscal year
1982. This would be somewhat offset in fiscal years 1982 and 1983 by
development costs of those missions deferred in fiscal year 1981.



FUNCTION 270: ENERGY

The committee recommends $7.5 billion in budget authority and
$7.1 billion in outlays for this function. These totals represent de-
creases of $0.5 billion in budget authority and $1.6 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

President's budget request, January 28, 1980- 7.4 8.1 9.2 11.0 12.4 13.5
1. Reestimates (by CBO):

Changes due to economic assump-
tions.........................................................

Other reestimates -------------- +.6 +.6 +.5 +.2 +.5 -. 4

President's budget reestimated_ 8.0 8.7 9.7 11.2 12.9 13.1

Major policy recommendations:
2. 1981 impactof 1980 supplementals------ --.-1
3. Strategic petroleum reserve ---------------- -1.0
4. N ational petroleum reserve in Alaska --------------------------------------------------
5. Spent Nuclear Fuel Act - -. I .3 .-----
6. Reductions in all other energy pro.

grams -- .5 -. 4 -1.4 -. 7 -2.7 -1.5

Total difference ....... -. 5 -1.6 -1.1 -. 7 -2.7 -1.4

Committee recommendation --------------- 7.5 7.1 8.6 10.5 10.2 11.7

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES

Changes due to economic assumptions
None.

Other reestimates
The Committee recommendation incorporates all of the reestimates

made by CBO. In fiscal year 1981, various accounts are reestimated
in different directions with the resulting net change totalling an in-
crease of $609 million in budget authority and $580 million in out-
lays. The major changes include: -$146 million in outlays for new
energy initiative programs; + $176 million for several energy supply
R&D programs; -$100 million for the spent nuclear fuel storage

(46)



proposal; -$203 million in Naval Petroleum Reserve receipts which
is offset in turn by a simple transfer of +$806 million to receipts
collected under the windfall profits tax in general revenues; +$175
million in Strategic Petroleum Reserve outlays; and -$83 million
in energy conservation program outlays.

2. 1981 IMPACT OF 1980 SUPPLEMENTALS

S President's Budget Reestimated by BO
The President has requested supplemental funding for a series of

existing energy programs, as well as for new energy initiative pro-
grams. Requests for existing energy programs include: $308 million
in budget authority and outlays to continue operating uranium en-
richment plants owned by the government, because power costs to
operate these plants have escalated more than anticipated, and sales
of enriched uranium have lagged; $43 million in budget authority
and $23 million in outlays, to begin to put into place a standby emer-
gency plan to ration gasoline; $20.2 million in budget authority and
outlays to fund Energy Information Administration activities re-
quired under the Emergency Energy Conservation Act (S. 1030);
$49 million in budget authority and $6 million in outlays for new
Nuclear Regulatory Commission programs ,responding to suggestions
made by the Kemeny Commission on the Three-Mile Island incident;
and a variety of small supplementals for fossil fuel, energy supply,
conservation, regulation, and departmental administration activities.

Requests for new energy initiatives include: $300 million in budget
authority, zero in outlays for fiscal year 1980 and $100 million in
fiscal year 1981, for the Administration's proposed Spent Nuclear
Fuel Act; $257 million in budget authority and $25 million in out-
lays, of which $135 million in budget authority is to fund the new
Energy Conservation and Solar Bank proposals now in conference
(S. 932), $50 million is for additional coal R&D, $50 million for new
biomass and gasohol initiatives, and the remainder for a variety of
energy conservation activities.

The President also recommends a rescission of $18 million in fiscal
year 1980 funds for the federal exploration program in the National
Petroleum Reserve in Alaska. Finally, the windfall profits tax would
transfer $284 million from Naval Petroleum Reserve offsetting re-
ceipts to general revenues, requiring a supplemental of this amount
for Function 270, but having no net impact on the deficit.
* Second Budget Resolution for Fiscal Year 1980

The Second Budget Resolution anticipated supplemental budget
requests for solar and conservation programs, especially for fully
funding some of these initiatives. As such, the Second Budget Res-
olution anticipated $2,500 million in budget authority and $560 mil-
lion in outlays for these programs.

* Recommendation
The recommendation assumes funding at the level requested by the

President, except for the following reductions: a reduction of $300
million in budget authority in fiscal year 1980, and $100 million in

outlays in fiscal year 1981 for the spent nuclear fuel storage proposal,



which reflects the assumption that a decision to fund this program
will not be made until fiscal year 1982; and a reduction of $135 mil-
lion in budget authority and $14 million in outlays from the Presi-
dent's proposed new energy initiatives, including a reduction of $121
million in fiscal year 1981 outlays related to this item. The recom-
mendation also assumes Congressional approval of the President's
proposed rescission of $18 million in fiscal year 1980 funds for the
federal exploration program of the National Petroleum Reserve in
Alaska.

Finally, the recommendation assumes passage of the windfall
profits tax, and that $284 million in offsetting receipts from the
Naval Petroleum Reserve will be transferred to general revenues
which will require a supplemental in this amount for function 270
programs. This transfer of monies is a simple accounting change
which has no effect on the deficit. All combined, the recommendation
assumes $834 million in budget authority and $674 million in outlays
to fund these supplementals.

* Multiyear Perspective
The Committee recommendation for fiscal year 1980 assumes re-

ductions that will permit outlay reductions in fiscal year 1981 of
about $121 million from the President's Budget. There is no other
outyear impact, since all of the supplementals would spend out in
fiscal year 1981.

3. STRATEGIC PETROLEUM RESERVE

* President's Budget as Reestimated by CBO
The President's request for the Strategic Petroleum Reserve for

fiscal year 1981 includes a reappropriation of $2,404 million in existing
budget authority which would otherwise expire, plus spendout re-
flecting the storage of 100,000 barrels a day on average throughout
fiscal year 1981. This would raise the oil stored from an anticipated
level of 104 million barrels on September 30, 1980, to 140 million
barrels the following year. Thus, of the $1,469 million in outlays,
$1,284 million is for the storage of oil, while the remaining $185 mil-
lion is for expenditures for providing storage facilities, and general
program operation.

0 House Com'mittees' Views and Estimates
The Interstate and Foreign Commerce Committee report points

out that the figures being used in the budget are very conservative esti-
mates of what should be done. The Appropriations Committee report
indicates that purchases may not be resumed in fiscal year 1981.

0 Reco'mnndation
The Committee recommendation assumes that either approximately

22,000 barrels of oil a day will be stored in the Reserve in fiscal year
1981 or, instead, that the 100,000 barrels of oil a day the administra-
tion planned to store will be obtained at prices far below market
levels, perhaps at prices reflecting the price of "old oil." While this
is an important program, overall budget requirements argue against
significant expenditures in fiscal year 1981. The recommendation as-
sumes that filling the Reserve shall proceed at the most rapid feasible



rate as soon as budget requirements permit, and therefore the recom-
mendation assumes reappropriation of the full amount of budget
authority which would otherwise expire.
* Action Required to Implement Recomnendation

In order to implement the recommendation, the administration
should acquire reduced amounts of oil for the Reserve throughout
fiscal year 1981, or instead take steps to, in effect, allocate 100,000
barrels a day of "old oil" to the Strategic Petroleum Reserve program.
0 Outyear Impact of the Recom'mendation

In fiscal year 1982, the administration will be free to purchase oil
for the Reserve as rapidly as market conditions permit at the time,
up to the technical fill-rate limit of the Reserve. Thus, the effect of
the recommendation is to push out to future years the filling of the
Reserve, and presumably to increase the cost of the oil that will finally
be stored in the Reserve.

4. NATIONAL PETROLEUM RESERVE IN ALASKA

* President's Budget Reestimated by CBO
The President has proposed that the present federally run program

to explore the National Petroleum Reserve in Alaska be terminated
and replaced by a private exploration program after the tracts had
been leased under competitive bidding procedures. The exploration
program has been funded in each of the past four years at levels which
total $718 million. The administration proposes that fiscal year 1980
funding of $78 million be rescinded, and that remaining funds be used
to terminate the program in fiscal year 1981.

* House Committees' Views and Estimates
The Interior and Insular Affairs Committee recommends that the

driving program be extended for another year and probably two, at
least until the private exploration program could be in place. The Ap-
propriations Committee reports that "there will be controversy over
the proposed termination of exploratory drilling on the National Pe-
troleum Reserve in Alaska," and indicates that it will cost $35 million
for each deep well to be drilled, and $15 million for each medium depth
well.

The Interior and Insular Affairs Committee recommends increases
of almost $100 million in budget authority and an almost equivalent
amount of outlays.

* Recommendation
The Committee recommendation assumes that the President's rec-

ommendation to terminate the federal drilling program in fiscal year
1981 will be adopted. If termination is not adopted, and funding for
another year of drilling is instead provided, it will cost the Treasury
at least $150 million more, $100 million in fiscal year 1981 and at least
$50 million in termination costs in fiscal year 1982. The recommenda-
tion assumes that legislation providing for private exploration of this
land, with competitive bidding for acreage, will soon be enacted, so
that these lands will be able to be explored without delay, and without
cost to the Federal Government. It may be possible to instead collect



money for the leasing of these ,lands. The recommendation also assumes
approval of the President's rescission of $18 million in fiscal year 1980
funds for this program.

0 Action Required to Implement Recommendation
The outlay savings for fiscal year 1981 can be achieved through the

appropriations process. This would also require positive action on the
President's proposed rescission of fiscal year 1980 funds. Implementa-
tion of the leasing recommendation would require legislative action by
the Committee on Interior and Insular Affairs.

0 Outyear Impact of the Recommendation
Unless the Committee recommendation is 'adopted, it will cost the

Federal Government at least $100 million in fiscal year 1981, and $50
million or more in fiscal year 1982. Roughly, it will cost the govern-
ment $150 to $250 million for each year of additional Federal drilling
effort.

5. SPENT NUCLEAR FUEL ACT

* President's Budget Reestimated by CBO
For the past five years, the U.S. has been unable to resolve the issues

involved with completing the nuclear fuel cycle. More importantly,
there has been a reversal of the previous governmental position re-
garding the reprocessing of burned reactor fuel. As a consequence, low
level liquid wastes at reactor sites have continued to grow. There are
now over 70 operating reactor sites in the U.S. and many nuclear
specialists feel that it would be safer to store these wastes at a single,
well managed facility, rather than at sites dispersed throughout the
country.

Such storage would be "temporary" (although it may stretch out
for decades) prior to final permanent disposal and whatever treat
ment methods are finally agreed upon. Such a decision, regarding
final nuclear waste disposal, may take years to be reached.

The President's budget proposes to build such a facility or facili-
ties with a $300 million revolving fund to be appropriated in fiscal
year 1980-the spent nuclear fuel storage fund-including $100 mil-
lion in preassessed fees to be collected in fiscal year 1980. The legis-
lation was introduced a year ago, but there is some question as to
whether it could be reported by May 15, and whether it would be pos-
sible for DOE to collect $100 million in preassessed fees in fiscal year
1980, given the uncertainties regarding where the facility, or facili-
ties would be located. Thus, CBO estimates that the proposal would
collect no fees in fiscal year 1980, but that it would cause the expendi-
ture of $100 million in outlays in fiscal year 1981.

* House Comimittees' Views and Ee8timates
The Interstate and Foreign Commerce Committee "has no specific

recommendation on this proposal at this time." The Interior and In-
sular Affairs Committee supports legislation to do many of the same
things the President's proposal would do, and recommends funding
of $108 million in budget authority and $33 million in outlays for this
purpose in fiscal year 1981,



* Recommendation
The Committee recommendation assumes that the President's pro-

posal will not be funded until fiscal year 1982. Thus, the recommenda-
tion assumes budget authority of $300 million and outlays of $100
million in fiscal year 1982. The President's budget requested funding
for this initiative in fiscal year 1980, with outlays reestimated by CBO
at $100 million in fiscal year 1981.
e Action Required to Implement Recommendation

The Committee recommendation can be implemented through the
appropriations process.
* Outyear Impact of the Recommendation

Since the fees charged for storing the spent fuel will be, established
to cover all expenses, plus return of capital at competiive market
rates (if any federal capital is borrowed), this proposal should not
have a net effect on Federal outlays over the long term.

6. REDUCTIONS IN ALL OTHER ENERGY PROGRAMS

* President's Budget Reestimated by CBO
The President's budget requests funding for ongoing energy pro-

grams, as well as for funding his new energy initiative programs. The
request, excluding the strategic petroleum reserve and the spent nu-
clear fuel storage initiative, totals $5.6 billion in budget authority and
$7.1 billion in outlays. Within this request, nuclear fission program re-
quests are below those in fiscal year 1980 by almost $400 million in
budget authority, solar and conservation technology programs are
substantially level, and conservation grant programs receive large
increases, designed to fund the President's new energy conservation
initiatives.
* Houe Committees Views and Estimates

Rather than recommending cuts, various House committees recom-
mended increases totalling $1.8 billion in budget authority and $1.3
billion in outlays. The Appropriations Committee also recommended
significant increases estimated at $0.8 billion in budget authority and
$0.5 billion in outlays.

The Science and Technology Committee recommended increases
totalling nearly $1.5 billion in budget authority and $1.1 billion in
outlays, including $0.3 billion in budget authority and $0.2 billion in
outlays for nuclear fission programs, $0.1 billion in budget authority
and outlays for nuclear fusion programs, and $0.2 billion in budget
authority and outlays for each of solar, energy conservation, and geo-
thermal energy programs.

The Public Works Committee recommended increases totalling $0.3
billion in budget authority, and $0.1 billion in outlays for Federal
building solar energy and conservation projects and for a TVA energy
demonstration program.

The Appropriations Committee repeated many of these concerns,
regarding nuclear fission and fusion programs, low head hydroelectric
programs, and TVA programs among others.,



* Recommendation
The Committee recommendation assumes that discretionary energy

programs in the President's budget, either ongoing projects or new
initiatives (excluding those that have already been discussed as well
as salaries and expenses), would be reduced by $500 million in budget
authority and $400 million in outlays. Budget stringency requires
that many of the funding requests made by the President be reduced.

The decision as to which specific programs would be reduced would
be left to the appropriations process but these could include:

-a delay in the construction of the new Portsmouth, Ohio, uranium
enrichment centrifuge plant on the grounds that there is no press-
ing need for additional enrichment capacity since DOE's existing
plants are presently being operated at very low capacity levels;

-reductions in a few ongoing solar energy programs such as in
/solar central station electric generation programs, the solar satel-
lite program, some solar demonstration programs and part of the
ocean thermal energy conversion (OTEC) program, on the
grounds that these activities would not be self-supporting eco-
nomic ventures for a long time and would not contribute sig-
nificantly to basic R&D knowledge, such as other solar activities
in DOE might, e.g., photovoltaics R&D. This may also be war-
ranted because these activities have been granted substantial tax
expenditure benefits in the Windfall Profits Tax (H{.R. 3919),
where residential solar tax credits have been boosted to 40 percent
of up to $10,000 spent (for a maximum credit of $4,000), from a
30 percent of the first $2,000 and 20 percent of the next $8,000
spent (for a maximum credit of $2,200), two OTEC projects will
be granted an additional 15 percent energy credit, and business
solar equipment will be granted an additional 15 percent energy
credit. Partial reductions could also be made in the President's
proposed gasohol loan and loan guarantee initiatives;

-reductions in ongoing and some of the newly proposed energy
conservation, fossil, state grant, and regulatory Programs. These
could include reductions in the proposed EMP-A initiative, the
regional strategic oil product reserve, the additional coal R&D
initiative, and the proposed significantly expanded public infor-
mation campaign. While no funding is provided in fiscal year
1980 due to delays in the enactment of this initiative, the recom-
mendation for fiscal year 1981 recognizes the important priority
that should be given to the proposed "Solar Energy and Conser-
vation Bank" to encourage the weatherization of, and use of solar
energy in, American homes; this is especially true during times
when credit will be difficult to get, thus, only moderate reductions
from the President's proposed funding levels are anticipated for
this program. For ongoing programs in this category, the rec-
ommendation assumes that several regulatory programs, as well
as the schools and hospitals grant program may be funded at
levels below those proposed by the President.

-no funding is assumed in the resolution for the President's "utility
oil use reduction" initiative. Although it is proposed for funding
at only $25 million in 1981, it grows very rapidly, reaching $500
million and $1.2 billion in fiscal years 1982 and 1983 respectively.



There is significant evidence that rapid oil price increases during
the past year and anticipated increases throughout the 1980's will
offer significant incentives to encourage utility conversion to other
energy sources without creation of a direct federal grant program
with such severe budget impact. If additional incentives are re-
quired, the Committee believes that they may more appropriately
be created through legislation providing special rate treatment
for conversion capital investments, rather than by direct federal
assumption of conversion costs. Not funding this program ac-
counts for much of the reduction, from the President's level in
fiscal years 1982 and 1983.

* Action Required to Implement Recommendation

The Committee recommendation can be implemented through the
appropriations process.

* Outyear Impact of the Recomimndation

These recommendations, if implemented in fiscal year 1981 would
imply reductions in fiscal year 1982 of $1.4 billion in budget authority
and $0.7 billion in outlays, and in fiscal year 1983 of $2.7 billion budget
authority and $1.5 billion in outlays.



FUNCTION 300: NATURAL RESOURCES AND
ENVIRONMENT

The Committee recommends $12.0 billion in budget authority and
$12.4 billion in outlays for this function. These totals represent de-
creases of $1.3 billion in budget authority and $0.7 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
a.thor- Out- author- Out- author' Out-

ity lays ity lays ity lays

President's budget request, Jan. 28, 1980- - 13.3 12.8 14.7 13.7 15.4 '14.1
I. Reestimates (by CBO):

Changes due to economic as-
su m p tio n s -- --------- ------ ------ --------- ---- -------- ----. .- . --- ---------

Other reestimates - -- (1) +.3 -. +. 1 -. 2 -.3

President's budget reestimated_ 13.3 13.1 14.6 13.8 15.2 14.4

Major policy recommendations:
2. 1981 impact of 1980 supplementals ----------- (1) -
3. Oil and hazardous substance liability

fund --------------------------. 1 (1) -. 1 -. 1 -. 1 -. 2
4. Reduction in conservation and recre-

ational programs ----------------- .5 -. 3 -. 5 -. 3 -. 5 -. 4
5. Reduction in EPA construction pro-

gram ----------------- .4 -.1 -.4 (1) -.5 (1)
6. Reduction in water resources grants

programs --------------- .1 - .1 --------------------------------
7. Increased user charges for Corps of

Engineers waterways -------------------------------------------------------------
8. Reduction in remaining discretionary

programs -. 2 -. 2 -. 2 -. 2 -. 2 -. 2

Total difference ---------------- -1.3 -. 7 -1.2 -. 6 -1.3 -. 8

Committee recommendation -------------- 12.0 12.4 13.4 13.2 13.9 13.6

1 Less than $50,000.000.

EXPLANATION OF COMMITTEE RECOMMENDATION

1. REESTIMATES

Change due to econnrdo asumqtions
None.

Other reestimate8
A net reduction of $43 million in budget authority from the Presi-

dent's fiscal year 1981 request is primarily due to an upward reestimate



of permanent offsetting receipts in the Forest Service such as fees
paid by timber purchasers for road construction by the Service.

A net increase of $348 million in outlays above the level estimated
in the President's budget for fiscal year 1981 is due to over 90 reesti-
mates. The two major reestimates are in the Environmental Protec-
tion Agency's wastewater treatment construction grants program
(+$150 million) and the Land and Water Conservation Fund
(+$215 million). The reestimate for the EPA construction grants
program is due to a significantly upward reestimate of fiscal year 1980
outlays based on first quarter actual oulay levels. The reestimate of
the Land and Water Conservation Fund is based on outlay rates which
are historically higher than those assumed by the President's estimate.

Some of the other upward reestimates of outlays from the Presi-
dent's fiscal year 1981 request include the U.S. Fish and Wildlife
Service's Construction and Anadromous Fish program (+$31 mil-
lion), the National Park Service's construction program (+$33 mil-
lion) and a reestimate of a fiscal year 1980 supplemental request for
the Coast Guard's Pollution Fund (+$8 million).

2. 1981 IMPACT OF 1980 SUPPLEMENTALS

* President's Budget Reestimated by CB 0
The President requested 15 supplementals for fiscal year 1980

totalling $247 million in budget authority and $270 million in outlays.
The President's request for three of these supplementals is discussed
as follows:

Forest firefighting-The President requested $157 million in budget
authority and $145 million in outlays for this item, most of which is
for the Forest Service.

The fiscal year 1980 appropriations bill containing Forest Service
funding provided only partial funding for firefighting. The report
accompanying the House-passed bill states that it contains an "initial
amount" for this purpose. It is therefore likely that a supplemental
appropriation will be approved. The recommendation assumes such
action.

Corps of Engineers construction projects-The President requested
$36.9 million in budget authority and $92.3 million in outlays for this
item.

The Corps of Engineers projects total additional needs in fiscal year
1980 of $178.5 million. To meet these needs the Corps has identified
$37.1 million in surplus funds from 34 projects, requested a transfer
of $55.4 million from the flood control and coastal emergencies account,
and deferred $35.7 million in lower priority projects. This leaves the
requirement in fiscal year 1980 for $36.9 million in new budget
authority.

The primary cause of the additional needs for the Corps in fiscal year
1980 is higher fuel costs. As a result, many contractors are attempting
to finish their jobs ahead of schedule so as to reduce losses. This in-
creases the rate of payments by the Corps. Increasing fuel costs are
also affecting bids which are received on new jobs.
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Pollution Fund-The President has requested $21 million in budget
authority and $5 million in outlays for oil spill cleanup by the Coast
Guard. The extent and longevity of the Campeche oil spill in the Gulf
of Mexico will require unanticipated additional efforts by the Coast
Guard this spring.
* Second Budget Resolution for Fiscal Year 1980

The Second Budget Resolution Assumed supplemental funding for
the following:

[In millions of dollars]

Budget
authority Outlays

(a) Forest firefighting ----------------------------------- ----- 150 150
(b) Emergency flood control 50 50

* Recommendation
The Committee recommendation assumes supplemental funding as

follows:
[In millions of dollars)

Fiscal year 1980

Budget Fiscal year
authority Outlays 1981: outlays

(a) Forest firefighting --------------------------- 157 145 12
(b) Corps of Engineers construction --- - 37 92-----------
(c) Pollution fund - - 21 5 8

The recommendation also notes that except for fiscal year 1979,
the January budget requests have not included an estimate of fire-
fighting costs. Instead, these additional funds have been included in
a supplemental request. This practice produces an understated budget
request. However, the current supplemental request, like previous
ones, is itself based on an average of firefighting costs over the last
three years. It will provide funds associated with firefighting forest
fires in the late fall of 1979, spring of 1980 and early fall 1980. Thus,
there appears to be no valid reason why these costs cannot be esti-
mated with the original January request.
9 Outyear Impact of Recomnendation

The outyear impact of the recommendation is as follows:

[In millions of dollars]
Outlay, fiscal

year 1982
a. F orest firefighting ................................................. .....
b. Corps of Engineers construction .................................... .....
c. Pollution Fund -----------------------------------------------------



3. OIL AND HAZARDOUS SUBSTANCE LIABILITY FUND

* President's B 'dyet Reestimated by CBO
The President has proposed legislation to provide for the cleanup

of oil and hazardous substance spills and dangerous hazardous waste
dump sites. Under the President's proposal about 80 percent of the
cost of this activity would be provided by a separate fund supported
mainly by fees on the oil and chemical companies. This fund is com-
monly referred to as the "superfund."

The President's proposal assumes expenditures and revenues as
follows:

[In millions of dollar]

Fiscal year-

1981 1982 1983 1984

Revenues -- 200 300 400 700
Budget authority - 250 375 500 500
Outlays 45 205 333 441

The proposed legislatiton would require government notification of
spills and the presence of abandoned hazardous waste sites. It would
provide emergency authority for the government to clean up and
mitigate spills; contain the contamination at waste disposal sites;
allow the government to recover clean up costs from liable parties;
and provide limited compensation to victims of spills for property
damages or loss of income from damage to marine life.

0 Houe Committees' Views and Estimates
The Interstate and Foreign Commerce Committee states that it

"believes legislation dealing only with hazardous waste sites will pass
the Committee, with a reduced Federal contribution from the Presi-
dent's proposal". This would result in fiscal year 1981 budget authority
and outlays of $50 million, 1982 budget authority and outlays of $75
million, and 1983 budget authority and outlays of $100 million. The
Merchant Marine and Fisheries Committee makes no recommendation
on changes to the fund proposed by the President. However, it sug-
gests an alternatitve approach, namely the legislation reported by that
Committee last year to establish an oil pollution liability and com-
pensation fund. The Public Works and Transportation Committee
made no comment on the President's proposal.

The Appropriations Committee states that "the ultimate form and
timing of the authorizing legislation is an open question that may
result in possible savings in the fiscal year 1981 request."

* Recommendations
The committee recommendation assumes that legislation to accom-

plish the goals of the President's proposal will be enacted. However,
due to the complexity of the legislation and the timing of its enact-
ment, it is assumed that the level of expenditures and revenues con-
tained in the President's request will not be achieved. The recommenda-
tion would provide a fiscal year 1981 reduction of $125 million in



budget uthority and $20 million in outlays plus a $100 million reduc-
tion in estimated revenues, for the proposed liability fund.

The recommendation assumes later enactment of the President's
proposal or similar legislation for several reasons. First, legislative
proposals currently being considered involve a new area of environ-
mental law with regard to the question of liability. Secondly, the issue
of scope, that is, to what degree should industry pay for the costs of
the new program, will be extremely difficult to resolve considering
the total costs are conservatively estimated in the tens of billions
of dollars.

Thus far several House and Senate Committees have worked on
legislative proposals similar to the President's or parts of it. The
House Merchant Marine and Fisheries Committee has reported an oil
liability and compensation fund bill covering only oil spills. No action
beyond the subcommittee hearing level has occurred on any of the
other legislative proposals involving oil and/or hazardous waste spills
or dump sites.
* Action Required to Implement Recommendation

Since this recommendation assumes legislation not yet enacted,
action by both the authorizing committee or committees and by the
appropriations process would be required to implement the recom-
mendation.

* Outyear Impact of Recomimendation
The recommendatiton assumes that the President's proposed level

of budget authority and revenues for fiscal years 1981 and 1982 will
occur in fiscal years 1982 and 1983 instead. This would result in the
following program and revenue levels:

[In millions of dollars]

Fiscal year-

1981 1982 1983

Budget authority ------------------------------- 125 250 375
Outlays --------------------------------------- 25 104 103
Revenues ------------------------------ 100 200 300

At this time, an estimate of the total program cost of cleaning up oil
and hazardous waste spills or dump sites is difficult to make. However,
EPA has estimated the cost of cleaning up abandoned hazardous waste
dump sites alone, without third party or restoration costs, to be be-
tween $26 billion and $44 billion.

4. REDUCTION IN CONSERVATION AND RECREATIONAL PROGRAMS

* President's Budget Reestimated by CBO
The President's fiscal year 1981 request for the agricultural conser-

vation program (ACP), Soil Conservation Service operations, other,
agricultural conservation programs and the Youth Conservation Corps
is $610 million in budget authority and $645 million in outlays. The



President's request for land acquisition for recreational and other re-
lated purposes under the Land and Water Conservation Fund is $580
million in budget authority and $614 million in outlays.
* House Committees' Views and Estimates

The Agriculture Committee has suggested a total addition of $150
million in budget authority to the President's request for all agricul-
tural conservation programs. This includes a $110 million increase in
budget authority for the ACP. The Committee did not suggest a change
in the level of funding requested by the President for the Youth Con-
servation Corps.

The Interior and Insular Affairs Committee recommends funding of
the Land and Water Conservation Fund at. the full authorization level
of $900 million.

The Appropriations Committee report notes that the President's re-
quest for fiscal year 1981 assumes a reduction of 460 people in the Soil
Conservation Service. It. states that "it will likely be necessary for the
Congress to restore a large portion of the reduction. . ." for both soil
and water conservation. The Committee also states that the President's
requested level of funding for the Land and Water Conservation Fund
"seems adequate."

0 Recommendation
Conservation program.-The Committee recommendation assumes

a reduction in the ACP and all other agricultural conservation pro-
grams and elimination of the Youth Conservation Corps for a total
reduction of $190 million in budget authority and $150 million in
outlays.

The reduction in agricultural conservation programs assumes a re-
direction of conservation activities toward long-term benefits as op-
posed to short-term production gains. Additionally, some parts of the
agricultural conservation activities are considered obsolete. For ex-
ample, channeling streams destroys 'needed wetlands which other
Federal programs attempt to preserve. A savings in agricultural con-
servation programs can also be made by consolidation of the ACP and
the Great Plains Conservatiop program as requested in the President's
fiscal year 1980 budget request. The elimination of the Youth Conser-
vation Corps, which was requested by the President in his fiscal year
1980 request, is based on the fact that the program is not targeted .to
youth on the basis of economic need and the work accomplished by
YCC enrollees is only marginally essential to the maintenance of public
lands.

Reoeationa piogra.ms.-The recommendation for fiscal year 1981
funding of the Land and Water Conservation Fund assumes a budget
authority reduction of $290 million and an outlay reduction of $150
million. Most of the decrease in outlays results from a reduction of
Federal land acquisition.

The recommendation assumes a reduction in both the federal and
state-federal grants portions of the LWCF. Under the current 50-50
matching grant basis the states, with virtually no exceptions, have
provided the required matching funds since the program's inception.
However, the state recreation programs mainly serve state resident's



or vacationers f rom other states whose expenditures provide income
in the host states. Raising the state share of the grant program would
allow each state greater responsibility for deciding what program
level its own taxpayers are willing to support.

The LWCF also provides funds to several Federal agencies: the
National Park Service, Forest Service, Fish and Wildlife Service
and Bureau of Land Management to acquire certain land for recrea-
tion areas, wildlife refuges and other national areas established by
Congress. According to a recent General Accounting Office report,
federal agencies have regularly exceeded original cost estimatesfor
purchasing land. The cost of many projects has doubled, tripled, even
quadrupled from original estimates and authorizations. Also, agencies
have bought land without adequate consideration of the impact on
communities and private owners by viewing acquisition by full title
as nearly the only way to protect lands within project boundaries.
Alternatives to full-title acquisition such as easements, zoning and
other Federal regulatory controls, are feasible and could be used by
Federal agencies where appropriate to reduce costs.

0 Action Required to Implement Recomnendation
The appropriations process can achieve the recommended reduction.

Additionally, the Education and Labor Committee can repeal the law
establishing the Youth Conservation Corps. Changing the Federal-
state grants formula under LWCF would require action by the In-
terior and Insular Affairs Committee.

* Outyear Impact of Recommendation
The recommendation assumes that i'eductions comparable to those

assumed for fiscal year 1981 will be made for fiscal years 1982 and 1983.
This would result in a reduction for fiscal year 1982 of $492 million
in budget authority and $333 million in outlays and a reduction in
fiscal year 1983 of $496 million in budget authority and $358 million
in outlays.

5. REDUCTION IN EPA CONSTRUCTION GRANTS PROGRAM

* President's Budget Reestimated by CBO
The President has requested fiscal year 1981 funding for the EPA

construction grants program of $3,700 million in budget authority
and an estimated $4,100 million in outlays. The President's requested
level of $3,700 million in budget authority for the construction grants
program is $300 million above the amount appropriated for fiscal year
1980 and $100 million below the level the President originally re-
quested for fiscal year 1980.

* Hou8e Committees' Views and Estimates
The Public Works and Transportation Committee recommends an

increase in the EPA construction grant program of $100 million in
budget authority above the President's fiscal year 1981 request of
$3,700 million. The Committee also urges the First Budget Resolution
for 1981 to assume a supplement appropriation for funding of the
House-passed "two tier" bill for the construction grants program.

The Appropriations Committee states that the construction grants
program funding request for fiscal year 1981 is "reasonable".



• Recommendation
The Committee recommendation assumes a reduction of $400 million

in budget authority and $100 million in outlays from the President's
request for the EPA construction grant program. The recommenda-
tion is based on the following:

Construction grants program budget authority.-The recommenda-
tion assumes a reduction of $400 million in budget authority from the
President's fiscal year 1981 request of $3,700 million. This reduction
could be made in several ways in addition to a general reduction of the
program. One approach could be a reduction in funding eligibilty for
certain types of construction projects. Under current law the states
must obligate funds or lose their federal allotment within two years.
Often this means that the projects that are easiest to obligate, as
opposed to the ones needed most, are obligated. A restriction on the
total funds available for categories other than secondary waste treat-
ment, advanced waste treatment, and new interceptor sewers plus a
lengthening of the "use or lose" period, would encourage more effective
use of federal funds. Another means of reducing budget authority,
which could better target the allocation of federal funds to higher
priority projects, would be to increase the state share of construction
costs.

Construction grants program, outlays.-Due to the nature of the
projects in this program, several years may elapse between appropri-
ations and the outlay of expenditures. However, some states are
obligating and expending their funds faster than others. Thus, some
of the funds expected to be obligated from currently available ap-
propriations are expected to result in outlays in fiscal year 1981. The
recommendation assumes that a slowdown in the obligation of these
funds would result in a fiscal year 1981 outlay savings of $100 mil-
lion. The obligations would still take place but the outlays would
occur in fiscal year 1982 or later years.
* Action Required to Implement Recom/mendation

The recommendation to reduce fiscal year 1981 budget authority
can be achieved in the appropriations process. The recommendation
to reduce fiscal year 1981 outlays by slowing current obligational
authority can be accomplished by the administration.

* Outyear Impact of Recommendation
The recommendation assumes comparable budget authority reduc-

tion as described above which results in the following reductions
from the President's projections for fiscal years 1982 and 1983:

[In millions of dollars]

Fiscal year-

1982 1983

Budget authority --------------------------------------- -440 -484
Outlays ------------------------------------------------------- ~ -20 -40



6. REDUCTION IN WATER RESOURCES PROGRAMS

* President's Budget Reestinated by CBO
The President's fiscal year 1981 budget request for construction of

ongoing water resources projects is $2,565 million in budget authority
with an estimated $2,499 million in outlays. This level of funding is
$170 million in budget authority above the fiscal year 1980 appropria-
tion level.

Water resources activities are performed by three federal agencies--
the Corps of Engineers, the Soil Conservation Service and the Water
and Power Resources Service (formerly the Bureau of Reclamation).
The President's request for construction of ongoing projects -by these
agencies is as follows:

[In millions of dollars]

Fiscal year 1981

Budget
authority Outlays

Corps of Engineers -1,776 1,725
Soil Conservation Service --------------.. 172 182
Water and Power Resources Service- 517 592

0 House Comlmittee8' Views and Estimates
The Public Works and Transportation Committee recommends an

increase over the President's Fiscal Year 1981 budget request of $148
million in budget authority for onging projects and $32 million in
budget authority to fund new construction starts for the Corps of
Engineers The Interior and Insulair Affairs Committee recommends
an addition to the President's budget request for Water and Power
Resources Service construction projects totalling $4 million in budget
authority and outlays for fiscal year 1981. Both the Agricul.ture and
Public Works and Transportation Committees have jurisdiction over
Soil Conservation Service water resources projects. Neither Commit-
tee has discusssed this subject in their reports to the Budget Com-
mittee.

The Appropriations Committee states that "if the 'Congress were
to initiate new starts, provide an adequate level of funding for on-
going construction and operation and maintenance, a contingency of
$150 to $200 -million would exist" for water resources projects in fiscal
year 1981.

* Reconymndation
The 'Committee recommendation assumes a reduction of $100 mil-

lion in budget authority and outlays in construction of water re-
sources projects for fiscal year 1981. This would mean a slowdown in
ongoing projects. The recommendation is made on the basis that gen-
eral fiscal restraint is required under current economic conditions.

* Action Required to Implenent Recommendation
- The recommendation can be achieved through the appropriations
process.



* Outyear Impact of Recommendation
The recommendation does not assume !any change from the Presi-

dent's projected level of funding for fiscal years 1982 and 1983. Thus,
the deferral of activities assumed for fiscal year 1981 would require
a different mix of program activity in fiscal years 1982 and 1983 if the
President's projected level' of funding is assumed for those years.

7. INCREASED USER CHARGES CORPS OF ENGINEERS WATERWAYS

* President's Budget Reestimated by CBO
The President's Budget for fiscal year 1981 assumes that $30 million

will be paid into the Inland Waterways Trust Fund to cover a portion
of the construction costs for navigation projects performed by the
Corps of Engineers. This level of revenue results from the mandated
40 per gallon tax on fuel for waterway users.

The spending and revenue sides of the budget reflect this activity
differently. On the revenue side the user fee is paid into the trust fund.
The same amount is then deducted from the Corps of Engineers con-
struction spending account before reaching the level of appropriations
to be requested. The level of revenues received into the trust fund does
not provide any net effect on budget authority or outlays within the
function. However, there is a net increase in revenues. The result is that
the level of revenues replaces funds that otherwise would have been
necessary to appropriate for Corps construction of inland and intra-
coastal navigation projects.

0 House Committees' Views and Estimates
Neither the Public Works and Transportation Committee nor the

Ways and Means Committee made any suggestion to change the level
of users fees which support the Inland Waterways Trust Fund.

* Recommendation
The Committee recommendation does not assume any increase in the

waterways user fee for fiscal year 1981. However, it does assume that
Congress will act before fiscal year 1982 to bring the user fee closer
than currently mandated to recovery of actual Corps construction
and/or operations and maintenance costs. The President's budget for
fiscal year 1981 requests about $470 million in construction costs for
inland waterway navigation projects. In addition, the President's re-
quest would provide about $260 million in operations and maintenance
costs associated with these construction activities. The currently man-
dated user fee of 40 in fiscal year 1981 is applied only to construc-
tion costs and would cover six percent of these costs.

In terms of equity with other user charges, the highway gasoline tax
and other highway user charges provide nearly full recovery of high-
way construction costs. The commercial aviation taxes provide nearly
full recovery of airport and airway expenditures associated with com-
mercial aviation.

Currently, the Office of Management and Budget is reviewing the
possibility of requesting legislation to enable federal agencies to
broaden the applicability of user charges. Additionally, the General
Accounting Office is releasing a study on user charges which urges a



thorough review of the subject by the Executive and Legislativg
branches.
* Action Required to Implement Recommnendation

An increase in waterway user fees would require action by the Ways
and Means Committee and the Public Works and Transportaion Com-
mittee to amend the Inland Waterways Revenue Act of 1978.
0 Outyear Impact of Recomimendation

The recommendation assumes an increase in the fees for waterways
users in fiscal years 1982 and 1983 to provide additional revenues of
$110 million and $120 million for those fiscal years respectively. These
revenues are in addition to the currently estimated revenues for fiscal
years 1982 and 1983 of $58 million and $67 million based on fees of 4
and 60 respectively.

8. REDUCTION IN REMAINING DISCRETIONARY PROGRAMS

* President's Budget Reestimated by CBO
Excluding the programs discussed in Issues 1 through 7 and exclud-

ing salaries and expenses, the President's request for the remainder of
the function is $4,914 million in budget authority and $4,539 million in
outlays for fiscal year 1981. This level of funding is associated with
programs such as the National Oceanic and Atmospheric Administra-
tion, the Geological Survey, the Bureau of Mines, the Forest Service,
the Advisory Council on Historic Preservation, etc.
* House Comcmittees' Views and Estimates

The legislative committees with jurisdiction over the programs in
this function made only one significant reduction from the President's
budget. This is the reduction assumed by the Interstate and Foreign
Commerce Committee for the President's proposed Oil and Hazardous
Substance Liability Fund (see Issue 3). Excluding this reduction the
legislative committees mainly suggested additions to the President's
budget totalling about $1.8 billion in budget authority and $800 mil-
lion in outlays.

Similarly, the Appropriations Committee recommendation assumed
mostly increases to the President's Budget totalling about $300 million
in budget authority and $200 million in outlays.
* Recommendation

The Committee recommendation assumes a reduction of $172 million
in budget authority and a reduction of $162 million in outlays for the
remaining discretionary programs in the function excluding salaries
and expenses. The specific reductions can be made in the appropria-
tions process in programs such as the National Oceanic and Atmos-
pheric Administration, the Geological Survey, the Bureau of Mines,
the Forest Service, the Advisory Council on Historic Preservation, etc.
The recommendation is made in keeping with general fiscal restraint
necessary under current economic conditions.
* Action Required to Implement Recommendation

The recommended reduction can be achieved in the appropriations
process.



65

* Outyear Impact of Recomnmendation
The recommendation assumes comparable reductions in discretion-

ary programs in fiscal year 1982 and 1983. This would result in a fiscal
year 1982 outlay reduction of $180 million and a fiscal year 1983 outlay
reduction of $200 million.



FUNCTION 350: AGRICULTURE

The Committee recommends $5.4 billion in budget authority and
$2.3 billion in outlays for this function. These totals represent de-
creases of $0.1 billion in budget authority and $0.1 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

President's budget request, Jan. 28, 1980 --- 5.5 2.8 4.2 3.0 4.5 3.9
I. Reestimates (by CBO):

Changes due to economic as-
sumptions -------------------------------------------------------------------

Other reestimates -------------------- -. 4 2.1 1.2 -. 2 1.3

President's budget reestimated_ 5.5 2.4 6.3 4.2 4.3 5.2

Major policy recommandations:
2. 1981 impact of 1980 supplementals-__ NA NA -------------------------------
3. Economic emergency and farm facil-

ity loans ------------------------------------------------------------------------
4. Reductious in remaining programs___ -. -. I ------------------------------

Total difference ------------------. I -. 1

Committee recommendation --------------- 5.4 2.3 6.3 4.2 4.3 5.2

EXPLANATION OF COMMITTEE RECOMMENDATION

1. REESTIMATES

Ohanges due to economic assumptions

None

Other reestimates
Reestimates of the President's budget reduce fiscal year 1981 out-

lays by $421 million. This results primarily from the President double-
counting the establishment of an emergency food reserve and from
more current CBO estimates concerning the impact of the grain ex-
port suspension, other grain market conditions, and estimates of CCC
dairy products purchases.



[in millions of dollars

President's CBO
Commodity programs request estimates Differences

Wheat, feed grains, and soybeans ----------------- 2,144 1,022 -1,122
Dairy------------------------------------- 165 815 650
All other CCC programs ----------------------- -253 -214 39

Total CCC programs ------------------ 2,056 1,623 -432

The President's budget as submitted assumed the establishment of
the emergency food reserve in both fiscal years 1980 and 1981. Since
the wheat is being purchased for the reserve in fiscal year 1980, the
outlays for this purpose should not be counted again in fiscal year
1981. This results in a reduction of $362 million. The remaining differ-
ence between the President's and CBO's estimates for the wheat, feed
grains, and soybean programs results primarily from CBO having
access to more recent information concerning the impact of the grain
export suspension, as well as more current information concerning
market conditions.

Dairy production is increasing much faster than what was assumed
in the President's recommendation. In order to support the milk price
at 80 percent of parity as mandated by law, CBO estimates the Com-
modity Credit Corporation will need to significantly increase pur-
chases of dairy products above the amount assumed in the Presdent's
budget.

2. FISCAL YEAR 1981 IMPACT OF 1980 SUPPLEMENTALS

" President Budget Reestimoted by CBO
No supplemental funding is requested or anticipated.

3. ECONOMIC EMERGENCY AND FARM FACILrY LOANS

• President's Budget Reestimated by CBO
There is proposed legislation in Congress which would extend the

economic emergency loan program (H.R. 6291) from May 15, 1980,
to September 30, 1981, and increases the limit on outstanding insured
and guaranteed loans from $4 billion to $6 billion. The bill also limits
the interest rates on farm storage facility loans to 8 percent and
raises the maximum size of these loans from $50,000 to $100,000. The
authorization for the farm facility loans is made subject to the ap-
propriations process.

CBO estimates there will be no budget impact in fiscal year 1981
from the provisions in the bill extending the life of the economic
emergency loan program. This results from the liquidation of acquired
assets by the Farmers Home Administration (FmHA) through the
Federal Financing Bank (FFB), an off-budget facility. However,
CBO estimates there would be an outlay impact in fiscal year 1981
resulting from limiting the interest rates on farm storage facility
loans to 8 percent. The provisions for the farm facility loans are sub-
ject to the appropriations process. Enactment of this legislation would
result in additional outlays of $43 million in fiscal year 1981 above
the President's request as reestimated by CBO.



The President's Fiscal Year 1981 Budget does not reflect the enact-
ment of H.R. 6291.
* Houe Comrmittees' View8 and Estimate8

The House Agriculture Committee recommended and assumes en-
actment of H.R. 6291. The House Appropriations Committee did not
express a view on H.R. 6291.
0 Recommendation

The Committee recommendation assumes enactment of H.R. 6291
providing for the extension of the economic emergency loan program.
However, the recommendation assumes that the provision of this legis-
lation limiting interest rates on farm facility loans to 8 percent will
not be enacted. There appears to be a need for extending the economic
emergency loan program. The U.S. Department of Agriculture has
estimated farm income for 1980 could fall as much as 20 percent below
the 1979 level. There are some indications that some banks are cur-
tailing their farm lending activity as a result of unfavorable loan to
deposit ratios. However, the subsidization of interest rates for farm
facility loans sets a poor precedent for future bills dealing with direct
and insured farm loans. Currently, the only subsidized direct or in-
sured farm loan program is the program for emergency (disaster)
loans. Subsidized loans are made only to farmers who are in such poor
financial condition that they cannot afford the current market interest
rate. However, the lendee's interest rate can be adjusted upward
periodically if the lendee's financial condition improves.
* Action Required to Implement Recommendation

The provision in the bill which limits the interest rates on farm
storage facility loans to 8 percent would need to be deleted in House-
Senate conference.
* Outyear Impact of the Reeommendation

The estimated outyear budget impact from the extension of the
economic emergency loan program results in $3 million in budget
authority and outlays in fiscal year 1982 and $4 million in budget
authority and outlays in fiscal year 1983 as a result of loan defaults.
The remaining outyear budget impact results from the farm facility
loans provisions.

4. REDUCTIONS IN REMAINING PROGRAMS

* President's Budget Reestimated by CBO
In part 6 of the President's budget submitted on January 28, 1980,

the President mentioned, but did not recommend, possible reductions
from his fiscal year 1981 budget request. The President mentioned pos-
sible reductions of $26 million in budget authority and $24 million in
outlays in fiscal year 1981 for operating support and construction
funds for land grant colleges, grading and marketing services, and
basic research.
* Houe Committees' View and Estimates

The House Agriculture Committee and House Appropriations Com-
mittee did not express any views on this issue.



0 Recommendation
The Committee recommendation assumes a reduction below the

President's request as reestimated by CBO in fiscal year 1981 of $100
million in budget authority and outlays. The recommendation assumes
these reductions could be achieved by one or more of the following
actions-delaying the implementation of the Federal Crop Insurance
Program (H.R. 4119), reducing payments under the Emergency Feed
Program, or other possible programmatic changes. This recommenda-
tion for budget reduction does not necessarily include the programs
mentioned by the President for budget reductions in part 6 of his fiscal
year 1981 budget.
0 Action Required to Implement Recommendation

Delaying the implementation of the Federal Crop Insurance Pro-
gram (H.R. 4119), can be accomplished in a House-Senate conference
on H.R. 4119 that is yet to be convened. Reducing payments under the
Emergency Feed Program or making other programmatic changes
requires legislative action by the House Agriculture Committee or
administrative action by the Secretary of Agriculture.
* Outyear Impact of the Recommendation

The recommendation assumes no outyear budget impact.



FUNCTION 370: COMMERCE AND HOUSING CREDIT

The Committee recommends $5.1 billion in budget authority and
-$0.1 billion in outlays (net receipts of $0.1 billion) for this function.
These totals represent decreases of $1.0 billion in budget authority and
$1.0 billion in outlays from the President's budget as reestimated by
CBO.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 198t Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

President's budget request, Jan. 28, 1980---- 5.9 0.7 6.6
I. Reestimates (by CBO):

Changes due to economic assump-
tions -----------------------------------------------

Other reestimates -------------- . 2 +. 2 -. 2

President's budget reestimated - 6. I

Major policy recommendations:
2. 1981 impact of 1980 supplemental -

3. Impact of GNMA mortgage and
FmHA asset sales -----------------

4. Reduction in Small Business Admin-
istration business loan program ----

5. Reduction in Federal payment to the
Postal Service- - -

6. Reduction in National Consumer Co-
operative Bank activity ---

Total difference --

Committee recommendation

3.2 6.8

---- - - ---- --

.9 6.4 3.2 6.6

(1)

--.1 -. I

-. 8 -. 8

-. I -. 1 -. I -. 1

-. 7 -. 7 -. 7 -. 7

-. I -. I -. I -. I -,I

(-5.0) (-I.0) (-.9) (-.9) (-.9) (-.9)
5.1 -.I 5.5 2.3 5.7 2.3

I Less than $50.000,000.

EXPLANATION OF COMMITTEE RECOMMENDATION

1. REESTIMATES

The reestimate in this function is the net effect of scores of relatively
small CBO reestimates of individual accounts. The majority of the
reestimates are decreases based on a CBO analysis of historical out-
lay patterns. There is one large upward reestimate in this function.
The CBO estimates an additional $318 million in outlays and $161 mil-
lion in budget authority in 1981 for Government National Mortgage
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Association mortgage purchase programs. The reestimate is based on
an estimate of a much larger discount or loss on the sale of mortgage
assets than the one assumed by the administration.

2. 1981 IMPACT OF 1980 SUPPLEMENTALS

9 President's Budget as Reestimated by CBO
The President's 1981 budget includes the following 1980 supple-

mental appropriation requests in Function 370:

[In millions of dollars]

1980

Budget 1981
authority Outlays Outlays

Discretionary supplementals:
Department of Commerce:

U.S. exhibit in Knoxville International Energy
E xposition ------------------------ . -------

General administration--Grant to U.S. Olympic
Committee and implementation of trade reor.
ganization plan___

Patent and Trademark Office-Printing for back-
log of approved patents and trademarks -------

International Trade Administration-Expenses
of trade reorganization plan

International Trade Administration-Opening of
2 commercial offices in the People's Republic of
China ....

Federal Trade Commission: Salaries and expenses
above the Continuing Resolution level ---------

Mandatory supplemental: Federal Home Loan Bank
Board: Increase in limitations on administrative ex.
penses for pay costs --

Total -----------------------------

20.8

4.2

1.7

.6

.6

3.7

(2.0)

--- 31.6

4.1 10.9

4.2

1.6 .1

.6

.6

3.7----------

2.0

16.8 11.0

* Second Budget Resolution for Fiscal Year 1980
The Second Budget Resolution for 1980 assumed no

appropriations for Function 370.
supplemental

* Recommendation
The Committee assumes that no supplemental funding will be pro-

vided for the President's discretionary requests in this function. The
recommendation is based on the judgment that the requests are either
low priority items in a period of fiscal austerity, are administrative
expense items which may be absorbed within existing appropriations,
or are increases which are inconsistent with the recommended across-
the-board administrative savings assumed in 1981.

* Action Required to Implement Recommendation
Elimination of the 1980 discretionary supplemental appropriations

requested by the President in the appropriations process would be re-
quired to implement this recommendation.



e Outyear Impact of Recommendation
The recommendation would reduce 1981 outlays by $11 million and

1982 outlays by $6 million below the President's request.

3. GNMA MORTGAGE AND FEHA ASSET SALES

* President's Budget as Reestimated by CBO
The disposition of loan and mortgage assets by the Government Na-

tional Mortgage Association (GNMA) and the Farmers' Home Ad-
ministration (FmHA) can generate large budget collections which
offset outlays for new mortgage purchases or direct loans. The sales of
these assets are highly volatile from year to year because of adminis-
tration management decisions and economic conditions. The Presi-
dent's 1981 budget estimates a delay in the sale of about $2.5 billion of
GNMA and FmHA assets from 1980 to 1981. The management of these
asset sales is the greatest factor in the large swings in Function 370
outlays as estimated in the President's budget. The estimates fluctuate
from $3.6 billion in 1979 to an estimated $5.5 billion in 1980 to a pro-
posed $0.7 billion in 1981 in the President's Budget.
* House Committee Views and Estimates

The Appropriations and Banking, Finance and Urban Affairs Com-
mittees made no recommendations about the management of mortgage
assets sales.
* Reconendation

The recommendation assumes the administration's estimates based
on plans to delay assets sales. The sale of mortgage assets by FmHA
and GNMA absorbs mortgage funds from the private market. Cur-
rently, mortgage credit is tight, and to sell these assets into such a
market would tend to exacerbate the tight supply of mortgage credit.
Further, most of the assets sold by FmHA and GNMA bear below-
market interest rates. Hence, they must be sold at a discount or loss.
The greater the difference between the interest rate on the assets sold
and the open-market mortgage rate, the greater the discount. Both the
administration and the Committee economic assumptions assume lower
interest rates in 1981 than in 1980. Delaying asset sales until 1981
would reduce the expected discount on asset sales and the long-term
net costs to the Federal Government of FmHA's and GNMA's loan
and mortgage purchase programs.
* Action Required to Implement Recommendation

No action by Congress is required to implement the recommendation.
The timing of asset sales is a management decision controlled by the
executive branch.
* Outyear Impact of the Recommnrendation

The 1982-1985 plans and projections assume a return to the pattern
of asset sales more closely matching purchases and new loan disburse-
ment.



4. -SMALL BUSINESS ADMINISTRATION BUSINESS LOANS

9 President's Budget as Reestimated by CBO
The President's 1981 budet proposes increases in SBA loan activity

for 1981. The, following table summarizes the 1980 current estimate
and 1981 request for SBA business loan activity:

[in millions of dollars]

1980 1981
estimate request

Business Loan and Investment Fund:
Budget authority ------------------------------------ 565 682
Outlays ------------------------------------------ 537 594
Limitation on direct loan obligations ------------------------ 641 783
Limitation on loan guarantees --------------------------- 3,595 4,000

Further, the President's budget assumes greater reliance on the
guaranteed loan portion of SBA business loan activity, plus additional
emphasis on and targeting of business loan assistance to minority- and
women-owned firms.

* House Coqnoittee View8 and Estiintes
The Appropriations Committee has indicated that it would con-

sider an increase in budget authority to facilitate an increase in direct
loan activity above the adimnistration's request. The Small Business
Committee recommends $117 million of budget authority above the
administration's request for business loan activity.

* Recom#nendation
The recommendation assumes a reduction in the budget authority

and outlays requested by the administration of $100 million down to
$582 million of budget authority and $494 million of outlays. With
this reduction, 1981 budget authority and outlays would be at about
fiscal year 1980 levels. The recommended levels of activity would main-
tain significant levels of Federal support for small businesses, al-
though the number of small business formations and expansions would
be fewer in 1981-1983 than under the administration's request. The
Committee also recommends that a critical review of the small business
development centers program be made to determine if it is effectively
fulfilhig a priority need.

* Action Required
A reduction in the SBA Business Loan Fund appropriation would

be required to implement this recommendation. Consistent reductions
in the 1981 limitations on direct loan obligations and on new guaran-
tees would also be required to insure outyear outlay savings.

* Outyea impact of the Recomnnendation
The President's request for small business loan activity in 1982 and

1983 ($729 million in outlays and $762 million in budget authority,
respectively) indicate a steady rate of growth somewhat below the rate
of increase from 1980 to 1981. The recommendation also assumes a $100



million reduction in budget authority and outlays from the President's
plan for 1982 and 1983.

5. FEDERAL PAYMENT TO THE POSTAL SERVICE

0 President's Request a Reestimuated by CBO
The President's 1981 budget proposes the appropriation of the full

amount currently authorized for Federal subsidy payments to the
Postal Service. The 1981 budget estimates for Federal subsidies to the
Postal Service are:

BUDGET AUTHORITY AND OUTLAYS

(In millions of dollars)

1979 1980 1981
actual enacted request

Public service costs ----------------------------------- 920 828 736
Free and reduced-rate mail (foregone revenue) 799 782 789
Unfunded liabilities of former Post Office Department ..... 66 67 68

Total ------------------------- - 1,785 1,677 1,593

0 House Committee VieOs and Egtimate8
The House Appropriations Committee concurs with the President's

request for postal subsidies. The Post Office and Civil Service Com-
mittee proposes to delay the gradual phaseout of these Federal susbi-
dies as currently authorized by the Postal Reorganization Act of
1970, as amended. The Post Office and Civil Service Committee rec-
ommendation would increase budget authority and outlays above the
President's request by $557 million in 1981, by $737 million in 1982,
and by $837 million in 1983. This recommendation is consistent with,-
H.R. 79, the Postal Service Act of 1979, which passed the House on
September 7, 1979. The Senate has not acted on H.R. 79.
* Recommendation

The Committee assumes a reduction in the Federal subsidy' pay-
ment to the Postal Service of $836 million, allowing a subsidy of $757
million compared to the President's request of $1,593 million. The rec-
ommendation assumes elimination of Saturday mail deliveries and
partial reductions in the subsidies for second and third class bulk-rate
mail. The recommendation assumes no reduction in thesubsidies for
rural post offices or fourth class mail and maintenance of free mail
delivery for the blind and handicapped.

The Committee believes that, in this period of fiscal austerity, elim-
inating one day of postal deliveries would impose less hardship and
inconvenience on the public than other cuts which directly affect the
levels of vital services for lower- and moderate-income persons. In
addition, a cut back in postal deliveries to 5 days a week could s4ve
significant amounts of energy by reducing' fuel consumption by te
Postal Service. The reductions in the Federal subsidies for second and'
third-class mail are consistent with recommendations made by the



Committee in many other Functions to increase user fees for Fed-
erally supported services where appropriate.

* Action Required to Implement Recommendation
'The recommendation could be implemented by changes in the au-

thorization for Federal payments to the Postal Service or by reducing
the appropriation for the Federal payment. In the latter case, the
Postal Service would have to seek the approval of the Postal Rate
Commission to increase rates or change the services offered or both.
* Outyear Impact of the Recommendation

The Postal Reorganization Act of 1970, as amended, requires the
gradual phaseout or reduction of Federal subsidies to the Postal Serv-
ice. The subsidy for public service costs is to decline $92 million per
year until 1984 when it would be at the $460 million level. Except for
certain classes of free mail (such as for the blind and handicapped),
the subsidies for foregone revenues are scheduled to be eliminated on
a ten-year schedule ending in 1989. The actual dollar amount of fore-
gone revenue subsidies in any year is dependent upon estimates of mail
volume in the subsidized classes of nail for that year. Based on these
phaseout schedules, the Committee recommendation would reduce
budget authority and outlays requested by the President of 1982 by
$744 million and for 1983 by $652 million.

6. NATIONAL CONSUMER COOPERATIVE BANK

• President's Budget as Reestimated by CBO
The National Consumer Cooperative Bank is a mixed ownership,

Government corporation authorized to make loans and provide tech-
nical assistance to cooperative, not-for-profit organizations. The Bank
begins operations in fiscal year 1980, and the President's budget re-
quests increases for the Bank in 1981. The following table summarizes
the 1980 and 1981 levels of budget and program activity assumed in
the President's budget:

[In millions of dollars]

1980 1981

Budget Budget
authority Outlays authority Outlays

Treasury purchase of stock in the Bank 49 12 116 46
Salaries and expenses of Bank ........... 8 5 10 10
Self-help development and technical assistance ------- 17 5 48 23
National Consumer Cooperative Bank Fund (5---------- )-------(182)-------------- -2
Limitations on direct loan obligations- (54) (182)
Limitations on loan guarantees --------------------- ) (5)

* Committee Views and Estimates
The Appropriations Committee indicates that some savings below

the President's request for the National Consumer Cooperative Bank
are expected for 1981. The Banking, Finance, and Urban Affairs Com-
mittee concurs with the President's 1981 request for the Bank.
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0 Recomxmendation
The Committee recommendation assumes a $50 million reduction

from the President's request in the total budget authority and outlays
for the Bank. The recommendation does not specify in which budget
account or program activity the reduction should be taken. Budget
authority and outlay levels in 1981 would 'be above the 1980 levels, even
with the recommended reductions. The Committee believes that its
recommendation allows for sufficient growth in the Bank's activity in
1981.
* Action Required to Implement Recommendation

Lower appropriations than those requested by the administration
would be required to implement the recommendation. The proposed
appropriations limitation on direct loan obligations would also have to
be adjusted to be consistent with the reductions in budget authority.
* Outyear Impact of Recommendation

The 'Committee's recommendation would also reduce 1982 and 1983
budget authority and outlays by $50 million each. The amount of pri-
vate capitalization in the Bank is expected to increase over time, even-
tually allowing repayment of the Federal capitalization.



FUNCTION 400: TRANSPORTATION

The Committee recommends $22.8 billion in budget authority and
$19.5 billion in outlays for this function. These totals represent de-
creases of $0.8 billion in budget authority and $1.0 billion in outlays
from the President's budget as reestimated -by CBO.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

President's budget request, Jan. 28, 1980 -- 23.6 20.2 23.2 21.6 25.4 23.2
1. Reestimates (by CBO):

Changes due to economic as-
sumptions------------------------

Other reestimates -------------------- +.3 ------ - +.2 --------- +.2

President's budget reestimated_ 23.6 20.5 23.2 21.8 25.4 23.4

Major policy recommendations:
2. 1981 impact of 1980 supplementals ......
3. Highway program funding levels --- -. 1 -. 5 -------- -. 6 ----------. 5
4. Review of transportation user charges- -. 2 -. 2 -. 3 -. 3 -. 3 -. 3
5. Reduction in auto use efficiency

programs-_- -. 2 -. 1 -. 2 -. 1 -. 2 -. 1
6. Reductions in remaining discretion-

ary transportation programs ------ -. 3 -. 2 -. 4 -. 3 -. 4 -. 3
Total differences -------------- (-.8) (-1.0) (-.9) (-1.3) (-.9) (-1.2)

Committee recommendation - -.. 22.8 19.5 22.3 20.5 24.5 22.2

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES

There are three major transportation reestimates of the President's
request. The three major reestimates are:

-$441 million increase for Highway Trust programs which are
experiencing a faster obligation rate and a need for increased
liquidating cash appropriations.

-$317 million decrease for the transportation energy initiative
program reflecting historical spendout rates and the assessment
that scheduled bus purchase levels cannot be achieved in the
short run.
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-$282 million increase in existing mass transportation program
outlays due to higher obligation levels and historical spendout
rates.

In addition, there are a series of small miscellaneous reestimates
which net to a decrease of approximately $100 million.

The outyear reestimates reflect a significant reduction of the esti-
mated spendout of the President's transportation energy initiative
which is more than offset by estimated increases of the traditional
mass transportation programs, the Highway Trust programs, and
various smaller miscellaneous increases in other modal programs.

2. 1981 IMPACT OF 1980 SUPPLEMENTAL

0 President's Budget Reestimated by CB0
The President's request reestimated for fiscal year 1980 transporta-

tion supplementals is as follows:

[In millions of dollars]

Budget Outlays
authority

fiscal year Fiscal year Fiscal year
Programs 1980 1980 1981

1. Transportation energy initiative_ 1,276.0 30.5 218.0
2. Federal-aid highways, pay 5.7 --
3. Federal-aid highways, liquidating cash---------------------- 400.0 -
4. U.S. Railway Association -------------- 4.6 4.0 .6
5. Metropolitan Washington Airport. 1.2 1. 1 . 1
6. Payments to air carriers ------------ li-uidatg 19.7 18. 1 1.6
7. Maritime operating-differential subsidy liquidating

c a sh --------------------------------------------------- --- 4 4 .3 - -
8. Coast Guard operating expenses .. - - 13.5 13.5
9. Coast Guard retired pay --------------------------- 4.0 4.0

10. Transportation planning, research -- - -. 0 1.0-------

Total --------------------------- ---------- 1,320.0 521.7 220.3

Note: President's fiscal year 1982 and 1983 outlays resulting from fiscal year 1980 supplemental
are aggregated-cannot be separated from the 1982 and 1983 programs.

* Second Budget Resolution for Fiscal Year 1980
The Second Budget Resolution assumed $1.3 billion for the Presi-

dent's proposed transportation energy initiative. No additional sup-
plementals were assumed.
* Recommendation

The Committee assumes $1,296 million in budget authority and $502
million in outlays for fiscal year 1980 supplementals. The assumed sup-
plementals include $1,276 million in budget authority for the Presi-
dent's transportation energy initiative, $5.7 million in outlays for man-
datory pay for the Federal highway program, $400 million in liquidat-
ing cash outlays for the highway trust fund, $44 million in maritime-
operating differential subsidy liquidating cash outlays and $20 million
in budget authority for payments to Air Carriers. The recommenda-
tion does not assume the smaller supplementals requested by the Presi-
dent which could be funded by reprogramming or absorption. For in-



stance, the $13.5 million in budget authority requested for Coast Guard
operating expenses could 'be absorbed within the approximately $1 bil-lion budgeted for overall Coast Guard operating expenses.

In addition, the recommendation assumes that a highway deferral of
$1 billion will be proposed by the President in fiscal year 1980. The an-
ticipated deferral would reduce fiscal year 1980 highway outlays by $50
million and, along with a lowered fiscal year 1981 obligation ceiling
would reduce fiscal year 1980 and 1981 highway outlays closer to re-
cent historical levels.

0 Outyear Impact of the Recommnendation
The only assumed supplemental which spends out beyond fiscal year

1981 is the President's transportation energy initiative. The Presi-
dent's fiscal year 1980 estimate was decreased by the Congressional
Budget Office while the President's fiscal year 1981 initiative outlay
estimate was increased. The President has aggregated his transporta-
tion energy initiative outlays with his traditional mass transportation
programs for fiscal years 1982 and 1983, therefore a distinct analysis
of outlay estimates for fiscal years 1982 and 1983 is not possible.

3. HIGHWAY PROGRAM FUNDING LEVEL

0 President's Budget Reestimated by CBO
The President recommended $9,515 million in budget authority and

$8,958 million in outlays for Federal highway programs. The Presi-
dent's request reflects spending authority provided for in the Surface
Transportation Assistance Act of 1978 (STAA). The President's rec-
omimendation is also consistent with the STAA in that it includes a
significant decrease in highway funding in fiscal year 1982 when com-
pared to the fiscal year 1983 level. The President recommends a high-
way funding increase in fiscal year 1983 whibh has not yet been au-
thorized. The President's proposal does not include a number of small-
er highway categorical programs which were authorized in the STAA.

* House Committees' Views and Estimates
The House Public Works and Transportation Committee recom-

mends approximately $0.7 billion in budget authority and $1.1 billion
in outlays above the President's request for fiscal year 1981 highway
funding. Similar funding increases are assumed by the House Public
Works and Transportation Committees' March 15 Report for fiscal
years 1982 and 1983, but are not detailed by account. Significant pro-
posals by the House Public Works and Transportation Committee are
as follows:

(1) Increase the existing fiscal year 1980 obligation ceiling from
$8.85 billion to $10.2 billion, and the proposed fiscal year 1981
ceiling from $8.85 billion to $10.5 billion.

(2) Reestimates of highway trust fund outlays above the Presi-
dent's fiscal year 1981 budget request by $941 million.

(3) Funding for a number of categorical highway programs
which were not requested by the President. Major categorical in-
creases include $200 million per annum for off-systems roads and
$100 million per annum for rail highway crossing projectas.,



The House Appropriations Committee did not make specific fund-
ing recommendations, but expressed concern with the adequacy of
highway revenues to provide for future highway spending.-

The Committee on Ways and Means did not comment on the issue
of highway funding.

* Recommendation
The Commitee assumes $9.5 billion in budget authority and $8.5

billion in outlays for highway programs. The recommendation assumes
two reductions to the President's highway request. First, the Commit-
tee recommendation assumes a $400 million reduction in fiscal year
1981 highway outlays from the President's highway trust account
request as reestimated by the Congressional Budget Office. The $400
million reduction would likely require a program reduction in fiscal
year 1980 of between $1 billion and $1.5 billion depending on the tim-
ing of the reduction and other factors such as seasonality of fiscal years
1980 and 1981 obligations and the composition of projects that are
deferred. The Committee recommendation also assumes an immediate
highway deferral request by the President for fiscal year 1980. The
early submission of the deferral request will greatly enhance the likeli-
hood of controlling the fiscal year 1980 and 1981 highway program ob-
ligations and outlays. In addition, the Committee recommendation
assumes a fiscal year 1981 reduction in the proposed highway obliga-
tion ceiling from $8.85 billion to between $7.85 billion and $8.35 billion.
The fiscal year 1981 obligation ceiling reduction is also necessary to
achieve the projected $400 million fiscal year 1981 outlay savings.

The Committee recommendation assumes $400 million in projected
outlay savings and that combined Presidential and Congressional ac-
tions will be undertaken of sufficient scope, to achieve the savings. The
to-date performance of the fiscal year 1980 highway program reflects
the difficulties in accurately predicting the flow of obligations and out-
lays and therefore the precise actions needed to achieve a $400 million
reduction in outlays.

The $400 million outlay reduction recommendation by the Commit-
tee also reflects the sense of the Committee that program reductions in
the highway program should be, to the maximum extent possible, made
only from those highway programs which are not eligible to be used
for mass transportation purposes as well.

The second highway reduction recommended by the Committee is
a general reduction of $55 million in budget authority and $50 million
in outlays for categorical highway programs. Such programs as the
55 mile per hour enforcement assistance program and the highway
beautification program could be reduced or eliminated.
* Action Required to Implement Recommeimdation

The fiscal year 1981 highway outlay reduction of $400 million would
require a Presidential deferral request in the very near future. In
addition, the $400 million outlay reduction would require a fiscal year
1981 obligation ceiling below the President's proposed $8.85 billion
which could be instituted in either the Transportation Appropriations
bill for fiscal year 1981 or a separate piece of legislation. The categori-
cal highway reductions could be accomplished through action by the
Appropriations Committee.



* Outyear Impact of Recomnendation
The recommended highway deferral and obligation ceiling reduc-

tions are estimated to reduce outlays by $0.6 billion in fiscal year 1982
and $0.5 billion in fiscal year 1983. The recommendation also assumes,
as does the President, a reduction in the overall fiscal year 1982 high-
way program when compared to fiscal year 1981 budget authority and
a subsequent increase in fiscal year 1983.

4. REVIEW OF TRANSPORTATION USER CHARGES

* President's Budget Reestimated by OBO
Airway User Charges.-The President is proposing a change in the

tax structure for user fees that support the Airport and Airway Trust
Fund as part of his reauthorization proposal for fiscal year 1981. The
President's proposal would maintain the major airway user tax, the
passenger tax at 8 percent, and would increase general aviation taxes
from approximately $100 million per annum to $350 million in fiscal
year 1981. The general aviation tax increases derive from changing
the current fiat fuel tax to an ad valorem tax and by significantly in-
creasing the general aviation aircraft/avionics tax and aircraft user
tax. The President also proposes increasing the use of air trust fund
taxes for airport operation and maintenance purposes from approxi-
mately $325 million in fiscal year 1980 to $1.3 billion in fiscal year 1981.

Highway and Coast Guard User Charges.-The President's budget
does not comment on highway user charges and does not propose the
initiation of Coast Guard user charges.

* House Committees' Views and Estimates
The Ways and Means Committee has jurisdiction over the revenue

aspects of user fee programs. The Ways and Means Committee did
not make specific recommendations regarding the issue of user charges.
The Ways and Means Committee also did not recommend new user
charges, but did anticipate an in-depth review of the entire Air Trust
Fund program.

The Transportation Appropriations Subcommittee suggests that a
review of the revenue and spending aspects of the highway user-funded
trust programs would be in order.

The Public Works and Transportation Committee did not comment
on the user charge aspects of either the highway or airport and airways
programs.

The Merchant Marine and Fisheries Committee did not discuss
Coast Guard user charge initiatives.
* Recoonendation

Aviation User Charges.-The Committee recommends continuation
of the 8 percent passenger tax. The recommendation also assumes the
President's proposed fiscal year 1981 general aviation revenue increase
fiom $100 million per annum to $350 million per annum. In addition
the Committee recommends that beginning in fiscal year 1982, the gen-
eral aViation user class should pay 50 percent of their share of benefits
received which would result in an additional " 00 million in revenue
per annum above the President's request. At present, general aviation



users are estimated to pay only 14 percent of their share of system
costs. As a matter of equity, an increase to 50 percent is recommended
and strengthens the whole concept of users paying for the benefits
they receive.

The Committee also recommends, consistent with the President's
request, use of significantly increased amounts of air trust fund reve-
nues to fund the aviation operations and maintenance account. The
increased use of :aviation trust fund receipts for operations and mainte-
nance programs is consistent with maintaining the passenger tax at 8
percent and takes cognizance of the over $3 billion trust fund surplus.

Highway and Coast Guard User Charges.-The recommendation
assumes the institution of Coast Guard user charges for commercial
shippers who utilize Coast Guard navigational aids such as buoys and
other channel markings. The user charges would be treated as offset-
ting receipts to Function 400, Transportation and are estimated at
$150 million for fiscal year 1981.

The Committee does not make specific recommendations relating to
the highway user funded trust programs.
* Action Required to Implement Recommendation

Both the increased aviation user revenue recommendation and the
initiation of Coast Guard user fees would be under the jurisdiction of
the Ways and Means Committee and would require changes in legisla-
tion. The aviation user revenue proposal would aso involve the Public
Works and Transportation Committee, as would the proposal to ex-
pand the use of trust funds in the aviation operations and maintenance
account. The Coast Guard user fee would fall under the jurisdiction
of the Merchant Marine and Fisheries Committee and would require
new legislation.
* Outyear Impact of the Recommendation

The aviation revenue recommendation assumes outyear retention of
the 8 percent passenger tax revenue and that general aviation users
will pay a more equitable (50 percent) share of user charges to the
Airport and Airway Trust Fund. The increased general aviation reve-
nue is estimated at $200 million for both fiscal years 1982 and 1983.

The Coast Guard user fees are estimated at $300 million in new off-setting receipts to Function 400, Transportation for both fiscal years
1982 and 1983.

5. REDUCTION IN AUTO USE EFFICIENCY PROGRAMS

* President's Budget Reestimated by CBO
The President requested $278 million in budget authority and $192

million in outlays for auto-use management, fuel economy standards
and cooperative automotive basic research programs. These three auto
use efficiency programs are part of the President's transportation en-
ergy initiative to be funded from windfall profits receipts. The Con-
gressional Budget Office decreased the estimates for tle President's
transportation energy initiative outlays, but estimates are not available
on a program by program basis.



* House Committees' Views and Estimates
The Public Works and Transportation Committee proposes $250

million in budget authority and $40 million in outlays for highway
energy conservation projects which would be similar to programs in the
President's auto-use management program. The Public Works pro-
posal is recommended for funding from the windfall profits revenues
as is the President's proposal.

The Transportation Appropriations subcommittee did not comment
on the auto-use management programs.
* Recommendation

The Committee recommends reduction of $150 million in budget
authority and $100 million in outlays for auto use efficiency programs.
In part, this recommendation reflects concern with the rate of program
growth in this' area, since the' President's projected outlays grow from
$50 million in fiscal year 1980 to $192 million in fiscal year 1981.
* Action Required to Implement Recommendation

The transportation energy initiative proposals are still to be shaped
in authorizing legislation and the recommended funding levels could
be achieved through the appropriations process as well.
* Outyear Impact of Recommendation

The Committee recommendation assumes equivalent budget reduc-
tions in the outyears in the amount of $170 million in budget authority
and $100 million in outlays.

6. REDUCTIONS IN REMAINING DISCRETIONARY TRANSPORTATION PROGRAMS

* President's Budget Reestimated by CBO
The President requested $8,443 million in budget authority and

$8,121 million in outlays for remaining discretionary transportation
programs which excludes salary and expense accounts, mass transpor-
tation programs and the highway trust programs. The major discre-
tionary programs include the FAA operations account, other air pro-
gram accounts, Coast Guard operations and miscellaneous Coast Guard
accounts, Maritime programs, grants to the National Rail Passenger
Corporation, the Northeast Corridor Improvement program and other
miscellaneous railroad accounts.
* House Committees' Views and Estimates

Rail Programs.-The Interstate and Foreign Commerce Committee
was in general agreement with the President's rail funding request but
did include an initiative for "emerging rail corridors".

Other than Trust Fund Highway Programs.-The Public Works
Committee proposed significant additions to the President's request for
categorical highway programs and various air programs.

Water Mode Program.-The Merchant Marine and Fisheries Com-
mittee requested some increases over the Presidnt's water mode pro-
gram request for Congressional legislative initiatives.
* Recommendation

The Committee assumes funding reductions in discretionary pro-
grams totaling $250 million in budget authority and $165 million in
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outlays. The recommendation does not attempt to identify specific pro-
gram reductions, but rather assumes that the authorizing and appro-
priations committees will carefully review all discretionary programs
as to their benefits, relative priority and timing. of expenditures.
* Action Required to Implement Recommendation

The anticipated review by the authorizing and appropriations com-
mittees could include program rescissions, legislative savings, pro-
gram eliminations, and program reductions.
* Outyear Impact of Recommendation

The Committee recon mendation is to assume equivalent reductions
in the outyears. For fiscal year 1982, a $360 million budget authority
reduction and $250 million outlay saving is recommended, iin fiscal
year 1983, a $400 million budget authority and $340 million outlay
saving is recommended.



FUNCTION 450: COMMUNITY AND REGIONAL
DEVELOPMENT

The Committee recommends $8.8 billion in budget authority and
$9.4 billion in outlays for this function. These totals represent de-
creases of $1.1 billion in budget authority and $0.5 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATIONS

[In billions of dollars)

Fiscal year 1981
budget

Budget
author- Out-

ity lays

President's budget request, Jan. 28, 1980 9.8 8.8
1. Reestimates:

Changes due to economic as-
sumptions

Other reestimates -------------- +. 1 +1.I

President's budget reestimated_ 9.9 9. 9

Major policy recommendations:
2. 1981 impact of 1980 supplementals ------------
3. Reductions in community develop-

ment and urban action develop-
ment grants ---------------------.

4. Reductions in economic development
assistance (EDA) funding -----------. 3

5. Deferral of inland energy impact
assistance ----------------------- -. 2

6. Reduction in remaining discretionary
development and assistance pro-
grams --------------------------. 3

Total difference -------------- (.9)

Committee recommendation --------------- 9. 0

Fiscal year 1982 Fiscal year 1983
plan plan

Budget Budget
author- Out- author- Out-

ity lays ity lays

9.7 9.4 10.2 9.9

+.2 +.4 -------- +.2

9.9 9.8 10.2 10.1

-.1 _.2 -. 1 _.2

_.3 .3 _.3 _.3

... _ - 1 ....- -. I

_.2 .3 .2 .3 .2

(-.5) (-.7) (-.8) (-.7) (-.8)

9.4 9.2 9.0 9.5

I Less than $50,000,000.

EXPLANATION OF CommiTrrE RECOMMENDATIONS

1. REESTIMATES
Recommendation

There are three major community and regional development reesti-
mates from the President's fiscal year 1981 request. The three major
reestimates are:

0 $795 million increase in'outlays for Community Development
Block Grants which reflects the increased spendout of past year
obligations.



* $123 million increase in budget authority and outlays for off-

setting receipts, which is a transfer of Alaska pipeline receipts

to Function 800.
* $78 million increase in outlays for disaster relief payments which

anticipates a faster spendout rate than the President's estimate.

In addition, there are a series of smaller, miscellaneous reestimates

which net to a decrease of $3 million in budget authority and an

increase of $121 million in outlays.
The outyear reestimates for fiscal years 1982 and 1983 assume budget

authority increases due to estimates of offsetting receipts and miscel-

laneous trust fund receipts. Fiscal year 1982 outlays are up by $315

million as a result of faster Community Development Block Grant

spendout and other miscellaneous increases and decreases. Fiscal year

1983 outlays are up by $246 million largely based on increased outlays

for Community Development Block Grants and Urban Development

Action Grants, Indian programs, and miscellaneous trust fund
receipts.

2. 1981 IMPACT OF 1980 SUPPLEMENTALS

0 President's Budget Reestimated by CBO

The President has requested a number of supplementals for Disaster
Relief programs, Economic Development Administration programs,
the Tennessee Valley Authority fund and the Pennsylvania Avenue
Development Corporation.

The President's proposed supplementals are as follows:

[In millions of dollars]

Outlays

Budget Fiscal year Fiscal year
Program authority 1980 1981

I. D isaster relief ----------------------.------------ 314.0 31.4 157.0

2. Economic Development Administration- - 598.7 52.6 221.0
3. Economic Development Administration revolving fund --------------- 16.5 43.0
4. Tennessee Valley Authority -------- 20.8 12.8 8.0

5. Pennsylvania Avenue Development Corporation ----- . 5 .3 .2

Total - 934.0 113.6 429.2

* Second Budget Resolution for Fiscal Year 1980

The Second Budget Resolution assumed supplementals of $322
million in budget authority and $128 million in outlays for Disaster
Loans and $559 millioii in budget authority for Economic Develop-
ment Assistance programs.

* Recommendation
The Committee assumes supplementals for fiscal year 1980 totaling

$864 million in budget authority and $318 million in outlays for this
function. The recommendation assumes funding for the Disaster
Relief and Economic Development Administration Revolving fund
supplementals and funding of $150 million in budget authority and
$13 million in outlays for the President's Economic Development



Administration assistance programs. The 75 percent reduction in the
Economic Development Administration assistance programs is based
on two rationales: one, the program is being expanded at a too rapid
pace and, two, the program has been and still is in a prolonged con-
ference and that the funding, if authorized, should be reduced to a
manageable level for the remainder of fiscal year 1980.

The recommendation also assumes an anticipated supplemental for
the Disaster Loan program in the amount of $400 million in budget
authority and $250 million in outlays. The Disaster Loan program
required supplementals totaling over $2 billion in fiscal year 1978,
and $1 billion in fiscal year 1979. A supplemental request is presently
pending within the administration which reflects, in part, needs from
the recent California flooding.

The recommendation also assumes enactment of two anticipated
rescission proposals: $160 million in budget authority and $16 million
in outlays for the Community Development Block Grant program,
and $175 million in budget authority and $8 million in outlays for the
Urban Development Action Grant program. The proposed rescissions
are intended to reduce both fiscal year 1980 and future year program
outlays by reducing outstanding unobligated balances in these
programs.
* Aotion Required to Implement Recommendation

The Appropriations Committee will review the President's re-
quested supplementals and will determine whether to follow the
Budget Committee recommendations.
* Outyear Impact of the Recommendation

Disaster relief and Disaster Loan supplementals are expected to be
fully expended by fiscal year 1983. The Economic Development Ad-
ministration Revolving fund will be fully expended in fiscal year 1981.
The Economic Development Administration assistance supplemental
will spendout in fiscal years 1980-1983 according to the historical
pattern of 10 percent the first year, 40 percent the second year, 35
percent the third year and 15 percent the fourth year. The Community
Development Block Grant and Urban Development Action Grant
rescissions will-result in $115 million in outlays savings in fiscal year
1981, $108 -million in fiscal year 1982 and $294 million in fiscal year
1983.

3. REDUCTIONS IN COMMUNITY DEVELOPMENT AND URBAN ACTION

DEVELOPMENT GRANTS

* President's Budget Reestimated by CBO
The President requested $3,950 in budget authority for the Com-

munity Development Block Grant (CDBG) program with associated
outlays of $4,600 million. For Urban Development Action Grants
(UDAG), the President requested $675 million in budget authority
with associated Outlays of $365 million.
* House Committees' Views and Estimates

The Committee on Banking, Finance and Urban Affairs was unable
to comment on the HUD Community Development programs in time



for the March 15 report. The Appropriations Committees' March 15

Report does not refer to the HUD Community Development programs.

* Recommendation
The Committee recommendation assumes a rescission of $160 mil-

lion in the fiscal year 1980 Community Development Block Grant pro-

gram and an equal budget reduction in fiscal year 1981-1983 as well.

The fiscal year 1980 CDBG program would be $3,740, the fiscal year

1981 level would be $3,790, the 1982 level would be $3,940 and the 1983

level would be $4,090. Associated fiscal year 1981 outlay savings are

$80 million.
The Committee recommendation also assumes a $175 million rescis-

sion in the Urban Development Action Grant program in fiscal year

1980, and associated fiscal year 1981 outlay savings of $35 million.

Both the UDAG and CDBG reductions are recommended as ap-

propriately scaled reductions in this period of stringent budget lim-

itations.

* Action Required to Implement Recommendation

The rescissions in the Community Development and Urban Devel-

opment Action Grant programs assume Presidential rescission re-

quests. Reductions in the fiscal year 1981-1983 program could be made

through the appropriations process.

0 Outyear Impact of Recommendation
The fiscal year 1980 rescission of $175 million in UDAG funding

would result in fiscal year 1982 outlay savings of $50 million and 1983
outlay savings of $67 million. The proposed $160 million budget au-

thority reduction for CDBG for fiscal years 1980-1982 will result in

fiscal year 19-82 outlay savings of $136 million and 1983 outlays sav-
ings of $160 million.

4. REDUCTIONS IN ECONOMIC DEVELOPMENT ASSISTANCE (EI)A) FUNDING

* President's Budget Reestimated by CBO

The President requested $1,169 million budget authority and $609
million in outlays for Economic Development Assistance programs.
The President's request contemplated a fiscal year 1980 supplemental
for new EDA development and financing programs that are presently
under consideration in the conference on the Public Works and Eco-
nomic Development Act of 1979. The proposed fiscal year 1980 sup-
plemental for EDA is $599 million in budget authority and $53 mil-
lion in fiscal year 1980 outlays. The President's fiscal year 1981 request
assumes continuation of the new EDA programs provided for in the
fiscal year 1980 supplemental.

* House Committees' Views and Estimates

The Committee on Public Works and Transportation recommends
$2,290 million in the budget authority and $768 million in outlays for
Economic Development Assistance programs. The Public Works and
Transportation Committee recommends initiatives not included by the
President and believes that "Federal assistance to economically dis-
tressed areas should be increased rather than curtailed."



0 Recommendation
The Committee assumes $863 million in budget authority and $618

million in outlays for the fiscal year 1981 Economic Development As-
sistance programs. The recommendation reflects a reduction of 75 per-
cent in the. President's proposed EDA supplemental for 1980 in light
of what is considered a too rapid buildup in program levels and the
undesirability of attempting to implement a sizable new program this
late in the fiscal year. For fiscal year 1981, the Committee recom-
mendation reflects a reduction of 50 percent in funds for new EDA
programs.

* 'Action Required to Implement Recommendation
Authorization levels for the fiscal year 1980 and 1981 expanded Eco-

nomic Development Assistance programs are currently under con-
sideration in a House-Senate conference. Funding levels will be de-
termined through the authorization and appropriations process.

* Outyear Impact of Recommendation
The recommendation assumes that the new EDA programs will be

continued in fiscal years 1982 and 1983 at approximately the fiscal year
1981 program level. Fiscal year 1982 outlay savings are estimated to
be $257 million and fiscal year 1983 outlay savings are estimated to be
$408 million.

5. DEFERRAL OF INLAND ENERGY IMPACT ASSISTANCE FUNDING

* President's Budget Reestimated by CBO
The President recommends $150 million in budget authority and

$62 -million in outlays for the Inland Energy Impact Assistance pro-
gram. The President's request would increase the budget authority by
200 percent over the fiscal year 1980 level of $50 million.

* House Committees' Views and Estimates
The Interstate and Foreign Commerce Committee recommends the

President's proposed $150 million funding level for Inland Energy
Impact Assistance. The Transportation Appropriations Subcommit-
tee March 15 Report did not mention the Inland Energy Impact As-
sistance program.

* Recommendation
The Committee recommends deferral of the fiscal year 1981 Inland

Energy Impact Assistance funding to fiscal year 1982. The deferral
would result in a reduc-tion of $150 million in budget authority and
$37 million in outlays.

The deferral of the Inland Energy Impact Assistance program re-
flects the stringent budget limitations in this period of fiscal austerity.

* Action Required to Implement Recommendation
The recommendation could be accomplished through the appropria-

tions process.

* Outyear Impact of Recommendation
The Committee recommendation reflects the President's budget

authority request of $150 million for the Inland Energy Impact Assist-



ance program in both fiscal year 1982 and 1983. Fiscal year 1982 outlay
savings resulting from the fiscal year 1981 budget authority deferral
is $51 million and the 1983 outlay savings is $61 million.

6. REDUCTION IN REMAINING DISCRETIONARY AND ASSISTANCE

PROGRAMS

* President's Budget Reestimated by CBO
Th President requested $3,476 million in budget authority and

$3,763 million in outlays for discretionary development and assistance
programs excluding the Community Development Block Grant and
Urban Development Action Grant programs, the Economic Develop-
ment Assistance programs and the Inland Energy Impact Assistance
program.
* House Committees' Views and Estimates

The House Banking Committee did not comment on the development
and assistance programs. The Public Works Committee recommended
significant increases in development and assistance programs. The
Committee on 'Small Business was in general agreement with the Pres-
ident's request, but suggested that there would be a need for a disaster
loan supplemental. In recent years, disaster loan supplementals have
ranged up to $2 billion.

* Recommendation
The Committee recommendation assumes that in fiscal year 1981,

$300 million in budget authority and $200 million in outlay reductions
can be achieved through the elimination, reduction or deferral of
spending in the remaining discretionary development and assistance
programs. No specific programs are identified for reductions. The
major remaining discretionary programs include the rehabilitation
loan fund, Appalachian Regional development program, rural water
and waste disposal grants, rural development insurance fund, regional
development programs, various disaster relief, emergency and flood
programs and other smaller miscellaneous accounts.
* Action Required to Implement Recommendation

The program reductions could be accomplished by the authorizing
and appropriations committees. Actions could involve program elimi-
nations, program reductions, program deferrals and recissions, pro-
posed legislative savings, and similar approaches.
* Outyear Impact of Recommendation

The Committee recommendation assumes that in fiscal year 1982 a
reduction of $260 million in budget authority and $240 million in out-
lays can be made from remaining discretionary programs and in fiscal
year 1983 a reduction of $324 million in budget authority and $225
million in outlays.



FUNCTION 500: EDUCATION, TRAINING, EMPLOYMENT
AND SOCIAL SERVICES

The committee recommends $33.3 billion in budget authority and
$30.7 billion in outlays for this function. These totals represent de-
creases of $1.7 billion in budget authority and $1.7 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981
budget

Budget
author-

ity Outlay

Fiscal year 1982 Fiscal year 1983
plan plan

Budget Budget
author- author-

ity Outlay ity Outlay

President's budget request, January 28, 1980- 34.8
1. Reestimates (by CBO):

Changes due to economic assump-
tions ---------------------- +.2

Other reestim ates -----------------------
Transferred from allowances:

Welfare reform jobs program--- NA

President's budget reestimated. 35.0 32.4

32.0 37.4 35.0 39.4 37.7

+ .2 -- --- ---- --- ----
+.2 ----------------------- +.2

NA +2.3 +2.2 +2.5 +2.4

39.7 37.2 41.9 40.3

Major policy recommendations:
2. 1981 impact of 1980 supplementals --------------------------------------------------
3. Higher education ----------------- -. 2 -. 2 -------- -. 2 --
4. Youth education-employment initia-

tive - -------------------------- -. 2 -------- +.2 -
5. Selected CETA program reduction---- -1.1 -1.0 -1.0 +1.1 -. 9 -1.0
6. Reductions in other discretionary edu-

cation, labor and social services pro-
grams -------- -. 4 -. 3 ----- -. I ---------------

7. Outyear issues: Welfare reform jobs
and title XX social services -2.2 -2.1 ---------------

Totaldifference ----------------- 1.7 -1.7

Committee recommendation ----- 33.3

-3.2 -3.3 -. 9 -1.0

30.7 36.5 33.9 41.0 39.3

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES

Explanation of Recommendation
A total of $213 million in budget authority and $368 million in

outlays are added to the President's budget as a result of reestimates.
CBO estimates that $213 million in additional budget authority and



$163 million in outlays will be needed in fiscal year 1981 to cover ris-
ing Federal interest payments on prior year loans made through the
Guaranteed Student Loan program (G'SLP). An additional $205 mil-
lion in outlays is also included, primarily, to reflect the CBO assump-
tion that new budget authority for higher education programs over-
all will spend out at a faster rate than the President assumes.

2. 1981 IMPACT OF 1980 SUPPLEMENTALS

0 President's Budget Reestimated by CBO
The'President's fiscal year 1981 budget includes supplementals for

fiscal year 1980 totalling $1.4 billion in budget authority. Of the total,
it is estimated that $1.2 billion be spent in fiscal year 1980 and $.2 bil-
lion be spent in fiscal year 1981. The President's request is detailed in
the table below:

FISCAL YEAR 1980 SUPPLEMENTALS

[In millions of dollars]

President's request
(reestimated)

Fiscal year
Budget 1981 impact,

Program authority Outlays outlays

Discretionary:
Education-miscellaneous programs ---------------- 2 2
Labor-miscellaneous programs - I1 8 2
ACTION-Domestic programs ---- 28 14 12
H.R. 3434: Social Services and Child Welfare Amend-

ments -...- 438 438 -- -
Mandatory:

Guaranteed students loan program (GSL) - 662 492 170
Title XX social services prior year claims ..--------- 236 236..........

Total .................--------------- -- ----- 1,377 1,190 184

Discretionary Supplementals
-H.R. 3434, Social Services and Child Welfare Amendments: The

President requests $438 million in both budget authority and out-
lays in fiscal year 1980 for social services, title XX, and child
welfare services. This would have accommodated a totle XX ceil-
ing of $2.9 billion for fiscal year 1980. The conferees on H.R. 3434
have adopted a title XX ceiling of $2.7 billion for fiscal year 1980.

-Other discretionary supplementals: These supplemental requests
for fiscal year 1980 total $41 million in budget authority and $24
million in outlays for miscellaneous programs in the Education
and Labor Departments, and an expansion of the ACTION do-
mestic programs.

Mandatory Supplementals
-Title XX prior year claims: The President's request includes

$236 million in both budget authority and outlays for prior
year claims under the title XX social services program.



-Guaranteed Student Loan program: The CBO reestimate of pro-
gram needs estimates budget authority of $649 million and outlays
of $300 million. The supplemental request is needed to meet Fed-
eral payments for interest to lenders, which is projected to be
about 1 percent higher than assumed. In addition, the supple-
mental would accommodate expanding the loan volume which is
running 50 percent higher this qaurter than it was during the
same period last year.

* Second Budget Resolution for Fiscal Year 1980
The Second Budget, Resolution for fiscal year 1980 assumed suffi-

cient budget authority and outlays in this function to accommodate
these supplementals.

* Recommendation
The recommendation assumes enactment of supplementals in 1980

to support a reestimated Guaranteed Student Loan program level, title
XX prior year claims, Unemployment Trust Fund program admin-
istration, and H.R. 3434, Social Services and Child Welfare amend-
ments as agreed to by the conferees.

The recommendation assumes the enactment of supplementals to-
talling $1.1 billion in budget authority and $.8 billion in outlays for
fiscal year 1980. These 1980 supplementals will result in $0.3 billion in
outlays in fiscal year 1981.

The fiscal year 1981 outlays are $0.2 billion above the President's
estimate because of a different spendout pattern for the GSL supple-
mental than assumed by the President. CBO estimates that 49% of
the supplemental will spendout in fiscal year 1980, while the Presi-
dent's budget assumes a spendout rate of 75%. As a result, the CBO
estimate projects a larger spendout in fiscal year 1981 than does the
President's. The recommendation accepts the CBO spendout pattern.
(The CBO increase appears as a reestimate in the "Summary of
Recommendation" page.)

Due to the requirements of a stringent budget, the recommendation
does not assume enactment of discretionary supplementals for mis-
cellaneous Education and Labor Department programs, or for
ACTION domestic programs.

• Outyear Impact of the Recommendation
The recomitiendation assurnes that in fiscal year 1981, $349 million

will be spent from fiscal year 1980 supplementals. This amount is
$165 million above the President's estimates. The increase is due solely
to the Guaranteed Student Loan program supplemental which, accord-
ing to CBO estimates, will require less outlays in fiscal year 1980 and
more in fiscal year 1981 than estimated by the President. Further, the
President's request included $2 million in outlays in fiscal year 1982.
The recommendation assumes that supplemental appropriations for
fiscal year 1980 will be spent before fiscal year 1982; thus, the recom-
mendation is $2 million less than the President's request in fiscal year
1982.



3. HIGHER EDUCATION FUNDING

* President's Budget Reestinated by CBO
The President's budget requests $4,189 million in budget authority

and $3,969 million in outlays to fund student loan programs and the
Basic Educational Opportunity Grants program (BEOG).

* Proposed Reform of Student Loans
The President's budget proposes to make no new loans through the

existing Guaranteed Student and National Direct Student Loan pro-
grams. In their place, the President proposes to implement a program
of basic direct loans for needy students and a program of supple-
mental guaranteed loans for students and their parents, regardless of
income.

Basic Direct Loans.-Undergraduate students with assessed need
would be able to borrow up to 60 percent of the level of their need in
fiscal year 1981; 80 percent in fiscal year 1982, and 100 percent in
fiscal year 1983. The needs analyses system would require a $700 self-
help contribution by the student. Basic loans would bear no interest
while the student attends school, but would bear 7 percent interest
(luring the repayment period, with terms up to 20 years available. Full
capital requirements would he provided -through Federal appropria-
tions. The budget requests $491 million in budget authority and $91
million in outlays to initiate the program in fiscal year 1981.

Supplemental Gtaranteed Loas.-Students and parents would be
able to borrow up to the cost of education minus other financial aid.
Loans would 'be made through private lenders and would accrue inter-
est at the treasury bill rate plus 1 percent. Twenty year repayment
terms would be available. The Federal government would guarantee
the loans and would make special allowance interest payments of 2.5
percent to lenders; the students or parents would pay the remainder
of the interest rate as well as the principal. The budget requests $54
million in budget authority to initiate the new program in fiscal year
1981.

The proposed reform of the student loan programs would reduce
fiscal year 1981 budget authority requirements by $15 million and out-
lays by $387 million from the fiscal year 1980 levels.

Basic Educational Opportunity Grants (BEOGs). The budget
requests that the maximum grants provided under the BEOGs pro-
gram be increased $100, from $1,800 to $1,900. The administration
estimates that $2,309 million in budget authority and $2,147 million
in outlays would be required to achieve this fiscal year 1981 program
increase. Retaining current law would reduce costs by $200 million in
budget authority, according to the administration, because some 200,-
000 current participants would be ineligible for further assistance due
lo rises in their family incomes. Under a $1,900 maximum award level,
these students would retain eligibilty and about 20,000 additional
students would be added to the program.

The President's budget for student loans and basic grants in fiscal
years 1980 and 1981 compares as follows:



PRESIDENT'S BUDGET REQUEST (REESTIMATED)

[In millions of dollars]

Current law. Reform, fiscal
fiscal year 1980 year 1981 Difference

Budget Budget Budget
au- au- au-

thority Outlays thority Outlays thority Outlays

Basic educational opportunity grants
(BEOG's) --- loans----L----- --- - 1 2,262

Guaranteed student loans (GSL's) ---------- I, 609
National direct student loans (NDSL's) . 286
Proposed legislation:

Basic loans ---
Supplem ental loans ----------- - -. --------

T otal --- -------------------------- 4,157

2,108 22,309 2,147 +47
1,530 s1,335 1,347 -274

295 - -286

-- 491
- ----- 54

3,933 4,189

91 +491 +91
------ + 54 --. ---

3,585 +32 -348

I The fiscal year 1980 appropriation was $1,718. The budget authority shown includes $514,000,000
in carryover funds from 1979.

2 Includes $200,000,000 to increase maximum grant awards from $1,800 to $1,900.
3 Reflects phaseout of the GSL program. The appropriations in fiscal year 1981 would pay Federal

obligations on existin loans. If the existing GSL program continued in fiscal year 1981, CBO esti-
mates its cost would he $1,690,000,000 in budget authority and $1,671,000.000 in outlays.

* House Committees' Views and Esimates
The Appropriations Committee March 15 Report notes that the

President's proposed loan reform represents nearly a total departure
from recently enacted legislation. The Education and Labor Com-
mittee would maintain current law for the loan programs and increase
Basic Grants and the other campus based aid programs by a total of
$355 million.

* Recommendation
The recommendation assumes $3,969 million in budget authority

and $3,390 million in outlays, a reduction of $220 million in budget
authority and $195 million in outlays from the reestimated amounts
requested by the President for Basic Educational Opportunity Grants,
and the proposed supplemental and direct basic loans programs.

RECOMMENDED ADJUSTMENTS TO THE PRESIDENT'S BUDGET

[In millions of dollars]

Budget
authority Outlays

President's request (reestimated) -_
Recommended reductions:

Rescind fiscal year 1980 budget
program ---------------.-.-.-

Maintain BEOG's at current policy
Cap special allowance interest payr

Total reductions -------
Recommendation -------------------

- 4,189 3,585

authority for the BEOG's
----------------------------------- - 135

in fiscal year 19 8 1 ........ -180 -20
nents to State lenders ------ -40 -40

--220 -195
--------------- ------- 3,969 3,390



The totals in the recommendation assume legislation to rescind $135
million of the 1980 BEOGs appropriation. This decrease in fiscal year
1980 budget authority would reduce the amount of each student's basic
grant by $50. Grants would then range from $150 to a maximum of
$1,750, rather than from $200 to a maximum of $1,800 as provided by
current law. Similar savings could, of course, be achieved through
other changes in eligibility and grant limits. Since the BEOG's pro-
gram is forward funded, this fiscal year 1980 change in grant levels
would reduce fiscal year 1981 outlays by $135 million.

For fiscal year 1981, the recommendation maintains current policy
for basic grants. The maximum grant is assumed to be $1,800 rather
than $1,900 as proposed by the President. Funding BEOGs at current
policy would reduce the President's request by $180 million in budget
authority and $20 million in outlays. Additional outlay savings of $160
million would occur in fiscal year 1982.

The recommendation also assumes that Congress will take action to
eliminate the excessive profits to state lenders participating in the
Guaranteed Student Loan program. Under the current program state
lenders are able to realize over-all profits from Federal interest pay-
ments, in excess of private lenders. Greater overall profits accrue to
state lenders because of their access to low-cost capital which they use
to finance student loans.

While the totals in the recommendation also assume changes will be
made in the guaranteed and direct loan programs, the recommendation
does not assume the President's specific legislative proposals for re-
forming these programs. Alternative student assistant policies
which Congress will consider are left to the committees with juris-
diction.

The recommendation would be exceeded, however, if the current
guaranteed student loan program were to continue into fiscal year
1981. Current projections of interest rates indicate that under existing
law an additional $301 million in budget authority and $274 million in
outlays would be required in fiscal year 1981 above the amounts in-
cluded in the recommendation for the GSL program. For fiscal years
1982 and 1983, the additional spending above the President's outyear
budget requests would be $0.4 billion and $0.3 billion, respectively for
GSL's.
* Action Required to Implement Recommendation

The Achievement of this recommendation would require (1) the
Appropriations Committee to report a bill to rescind the fiscal year
1980 BEOGs appropriations, (2) the Appropriations Committee to
agree to fund BEOGs at current policy for fiscal year 1981, and (3)
to revise and reform student loan programs.
* Outyear Impact of the Recomnendation

The recommendation assumes outyear growth in program levels, but
at rates lower than those which would occur if current policy was as-
sumed for the existing guaranteed student loan program. Based on
the fiscal year 1981 recommendation, fiscal year 1982 outlays would in-
crease by .10 percent, and fiscal year 1983 outlays would increase by 23



percent, above fiscal year 1982. This represents a total outlay increase
of 35 percent over the two fiscal year periods. In contrast, to continue
to meet the current policy requirements for guaranteed loans, out-
lays would have to increase by 23 percent and again by 14 percent
in fiscal years 1982 and 1983 respectively. In total, under current policy
for GSL's fiscal year 1983 outlay would go up a total of 44 percent
above the fiscal year 1981 recommendation.

The recommendation slows growth in student assistance outlays in
fiscal years 1982 and 1983, but provides for expansion -to cover program
growth which may be needed if program participation rates increase
or to increase the BEOGs program t the levels proposed by the Presi-
dent in fiscal year 1981.

4. YOUTH EDUCATION-EMPLOYMENT INITIATIVE

* President's Budget Reestimated by CBO
In 1977, Congress passed the Youth Employment and Demonstra-

tion Projects Act (YEDPA). The appropriation for the programs
covered by this Act in fiscal year 1980 was $826 million. The au-
thority for these programs expires this year. The President's budget
proposes new legislation, the Youth Act of 1980, (H.R. 6711), to pro-
vide an expansion of the current youth training and employment
efforts by $1.2 billion in fiscal year 1981 to a total program level of $2
billion. Of the fiscal year 1981 funds, $900 million will be requested to-
forward-fund expanded Department of Education programs designed
to improve the basic education and skill training levels for an estimated
one million economically disadvantaged youth. Another $300 million
will be requested to expand the Department of Labor's current youth
employment and training effort which expires at the end of fiscal year
1980. Of the additional $1.2 billion, $50 million in outlays in fiscal year
1981 would result from the education programs and $100 million in
outlays from the Labor Department programs.
* House Commsittees' Views and Estimates

The Education and Labor Committee has recommended that th
President's youth initiatives request be increased by $1,360 million in
budget authority and $1,229 million in outlays for employment and
training programs. The Education and Labor Committee believes that
the expansion of youth programs should be fully implemented in
fiscal year 1981 rather than waiting until fiscal year 1982.
* Recommwendation

The committee recommendation assumes the enactment of legislation
to expand and improve education and training opportunities for youth
at the funding level requested by the President. However, the com-
mittee assumes that due to a late enactment of the authorizing legisla-
tion, a late appropriation and a delay in implementing the program,
the additional funds appropriated will not result in outlays in fiscal
year 1981. Further, the recommendation assumes that the current
level of services provided to youth under YEDPA will be continued
throughout fiscal year 1981.



* Action Required to Implement the Recommnendation
The recommendation assumes that some form of the President's

Youth Act of 1980, H.R. 6711, will be enacted by Congress. However,
since the House Appropriations Committee will report the Labor-
Health, Education, and Welfare Appropriations bill in June, 1980,
the Committee recommendation assumes that the funds for the youth
initiative will be included in a supplemental appropriation at a later
date.

The recommendation also assumes that after the enactment of thb
authorizing legislation and the supplemental appropriation, the De-
partments of Education and Labor will need time to promulgate
the regulations, resulting in a later start for this new program.
Therefore, the recommendation assumes that thg additional outlays
requested by the President will not outlay until fiscal year 1982.

Further, the recommendation assumes that the existing level of
services to youth under YEDPA will be maintained throughout fiscal
year 1981, through the extension of the existing law or similar action
by the Education and Labor Committee.

0 Outyear Impact of the Recommendation
The recommendation assumes that full funding under the program

would be achieved in fiscal year 1982 and the additional funds ap-
propriated in fiscal year 1981 would also be spent fiscal year 1982.
The effect would be as follows:

[In billions of dollars]

1981 1982 1983

Budget Budget Budget
authority Outlays authority Outlays authority Outlays

President's request 2 0.8 2.9 2.2 2.9 2.9
Recommendation 2 .6 2.9 2.3 2.9 2.9

Difference ---- .2 ---- +..........2

Note: Totals may not add due to rounding.

5. SELECTED REDUCTIONS IN THE COMPREHENSIVE EMPLOYMENT AND

TRAINING ACT

* President's Budget Reestimated by CBO
The appropriation for fiscal year 1980 and the President's fiscal

year 1981 budget request for the Comprehensive Employment and
Training Act (CETA), other than the new youth initiative and
expiring Youth Employment and Demonstration Projects Act
(YEDPA), are detailed below:



[In millions of dollar31

Difference:
President

President's over (-4-)
Fiscal year request fiscalyear

1980 fiscal year 1980
appropriation 1981 appropriation

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

CETA-Public service employment (PSE)
titles II-D and VI ---------------- 3,112 3,977 4,598 4,415 +1,486 +438

CETA-Youth (except YEDPA and youth
initiative) --------------------- 1,275 1,539 1,665 1,621 +390 +82

CETA-Other ------------------- 2,907 2,449 2,917 2,969 +10 +520

Total --------------------- 7,294 7,965 9,180 9,005 +1,886 +1,040

The President's fiscal year 1981 budget request includes $9.2 billion
in budget authority and $9.0 billion in outlays for CETA programs
other than the youth initiative and YEDPA.

For public service employment, the President has requested $4.6
billion in budget authority and $4.4 billion in outlays to sustain 450,000
PSE jobs. The President proposes employment levels of 250,000 in
title II-D, PSE for the structually unemployed, and 200,000 in title
VI, PSE for the cyclically unemployed. These are the same enrollment
levels that are estimated to be on-board at the end of fiscal year 1980.

For youth programs other than the expiring YEDPA programs and
the new youth initiatives, the President has requested $1.7 billion in
budget authority and $1.6 billion in outlays for fiscal 1981, an increase
of $390 million in budget authority and $82 million in outlays over
the fiscal year 1980 level. The increase would provide for expansion of
the Job Corps program, and increases in both the summer youth em-
ployment program and the Young Adult Conservation Corps in order

to cover increases in the minimum wage and inflation.
For other CETA activities, the President's request includes minimal

increases to cover inflation for various training programs, an expan-

sion of the title III welfare jobs demonstration program, and a re-

duction in budget authority for the Title VII private sector program.

Because of carry-in fNnds from fiscal year 1980, the total amount avail-

able for the private sector program in fiscal year 1981 will be approxi-

mately $400 million, the same as in fiscal year 1980.

* House Committee's Views and Estimates
The Education and Labor Committee has recommended a total of

$12.9 billion in budget authority and $12.4 billion in outlays for these

programs except the youth initiatives and YEDPA, an increase of

$3.7 billion in budget authority and $3.4 billion in outlays over the

President's budget request.
The Education and Labor Committee recommendation includes in-

creasing countercyclical public service employment by 300,000 en-

rollees, training under title II-A, B, and C by 100,000 man-years, and

increases in the Job Corps. The increase in public service employ-



ment would raise the public service employment enrollment levels from
the current appropriated level of 450,000 to 750,000, and the increases
in title II-A, B, C would increase the man-year levels from 375,000
to 475,00. The increases recommended for Job Corps would result in
an additional 10,000 enrollees in non-residential programs.

0 Recommendation
The recommendation assumes $8.1 billion in budget authority and

$8.0 billion in outlays for employment and training programs funded
under CETA, These totals are $1.1 billion in budget authority and
$1.0 billion in outlays below the President's budget.

It is assumed that the reductions will be made in the following man-
ner: (1) reducing public Service employment under Title VI, the
countercyclical jobs program by 50,000 enrollees; (2) eliminating the
welfare jobs demonstration projects under CETA title III; (3) reduc-
ing the enrollment level of the Young Adult Conservation Corps; and
(4) other actions necessary to achieve the recommended dollar reduc-
tions.

As part of the fiscal year 1981 reduction, the recommendation as-
sumes a fiscal year 1980 remission of $240 million in budget authority
and $200 million in outlays for these CETA programs.
0 Action required to Inpement the Recommendation

The programs are funded through annual appropriations, thus, the
necessary actions could be taken through the regular appropriation
process. For fiscal year 1980 recissions, the Appropriations Committee
would have to report out a recission bill.
* Outyear Impact of the Recomnendation

The recommendation assumes that the reductions in the CETA
programs will be maintained in fiscal years 1982 and 1983. Therefore,
the outyear estimates reflect reductions of $1.0 billion in budget au-
thority and $1.1 billion in outlays in fiscal year 1982 and $0.9 billion
in budget authority and $1.0 billion in outlays in fiscal year 1983 from
the President's budget plan for those years.

UNDISTRIBUTED REDUCTIONS IN OTHER DISCRETIONARY PROGRAMS

* President's Budget Reestimated by CBO
Excluding the President's request for the youth education-employ-

ment initiative, student assistance in higher education, proposed re-
form of student loans, CETA programs and Title XX social services,
the budget requests $22.1 billion in budget authority and $20.6 billion
in outlays to fund the remaining education, labor and social service
programs. Within this total, $105.5 billion in budget authority and
$9.6 billion in outlays is requested to fund education programs and;
$11.6 billion in budget authority and $11.0 billion in outlays is re-
quested to fund labor and social services programs.

Education Programs.-For discretionary education programs, the
President requests a net increase of $425 million above the fiscal year
1980 appropriated levels. Programs for which budget authority in-
creases are requested include Title I aid to disadvantaged pupils
(+$352 million), Headstart grants for Child development (+$89
million), Education of the Handicapped (+$53 million), Vocational



Education (+$37 million), cultural activities (+$34 million). The
major decrease is $286 million in the impact aid program.

Employment and Training and Social Services Programs.-The
budget proposes several inflationary increases in budget authority for
most training and social services programs, as well as an expansion
of the child welfare services program ( +$107 million), and ACTION
(+$38 million). The total increase including adjustments made for
inflation is $375 million above the fiscal year 1980 appropriated levels.
* House Committees' Views and Estimates

In its March 15 report to the Buaget Committee, the Education and
Labor Committee included total increases of $2.7 billion in budget
authority and $1.5 billion in outlays above the President's request
for these discretionary education and labor programs.

The Committee views include budget authority increases to Title I
ESEA (+$376 million), Impact Aid (+$635 million), Education of
the Handicapped (+$338 million), Vocational and Adult Education
(+$278 million), Rehabilitation Services ( +$168 million), Employ-
ment Service (+$50 million), Apprenticeship programs (+$60 mil-
lion) and low-income weatherization (+$610 million).
* Recommendation

The recommendation assumes $21.7 billion in budget authority and
$20.3 billion in outlays for Function 500 programs, other than the
youth education employment initiative, student assistance and loans,
Comprehensive Employment and Training Act programs and Title
XX, Social Services. This recommendation is $400 million in budget
authority and $300 million in outlays below the President's request.

Education reductions.-Reductions totalling $74 million in budget
authority and $134 in outlay are recommended for education programs.
Some $80 million of this outlay decrease would result from a rescission
in the fiscal year 1980 Title I ESEA appropriations. For fiscal year
1980 Title I ESEA appropriations. For fiscal year 1980 $3.3 billion
was appropriated. A reduction of $80 million represents 2 percent of
the total program level and would roughly reduce per student expendi-
tures by about $16. Reductions of $25 million in budget authority ana
in outlays are assumed for the National Endowments on the Arts and
Humanities programs to maintain these cultural activities at their
fiscal year 1980 levels. Additional undistributed reductions of $49
million in budget authority and $29 million in outlays are assumed
for education programs, other than higher education or the proposed
youth initiative.

Labor and Social Service reductions: Reductions totalling $266
million in budget authority and $116 million in outlays are recom-
mended for labor and social services programs. These reductions repre-
sent applying minor restraints to selected discretionary programs.
These reductions are off-set by an increase of $50 million in both budget
authority and outlays for the Vocational Rehabilitation Basic State
Grants program in order to bring the program to its entitlement level.

* Action Required To Implement Recommendation
Since most of these programs are subject to annual appropriations

these reductions could be achieved in the appropriations process. In
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addition, the Appropriations Committee would have to report a rescis-
sion bill to rescind $100 million in fiscal year 1980 budget authority
for the Title I ESEA program.

* Outyear Impqet of the Recommepdation
The outyear impact of the recommendation assumes a reduction of

$0.1 billion in outlays below the President's plan for fiscal year 1982.

7. OUTYEAR ISSUES: WELFARE REFORM JOBS AND TITLE XX SOCIAL SERVICES

* President's Budget Reestimated by CBO
Welfare Reform Jobs.-The President's budget contains approxi-

mately $2.3 billion in budget authority and $2.2 billion in outlays for
the net costs of the welfare reform jobs program in fiscal year 1982
and aproximately $2.5 billion in budget authority and $2.4 billion in
outlays for the net costs of this program in fiscal year 1983. Under
this program the administration proposes to create an additional
375,000 public service (PSE) jobs for welfare recipients in addition
to other PSE jobs already in existence.

The jobs program is half of the President's welfare reform package.
H.R. 4904, Social Welfare Amendments of 1979, which would reform
the cash assistance programs, passed the House during the last session
of Congress. H.R. 4425 is currently before the Education and Labor
Committee. These two legislative proposals are designed to redirect the
current welfare system. The jobs legislation would provide that state
and local employment and training agencies will (1) place eligible job-
seekers in unsubsidized employment in the private and public sectors;
(2) provide training for those who need it; and (3) create Federally-
assisted jobs for those unable to locate unsubsidized employment.

The administration has estimated that the gross costs for this pro-
gram in fiscal year 1982, assuming that the program is fully opera-
tional during the entire year, will be $5,641 million, with cost offsets
equaling $3,484 million, for a rounded net cost of $2,200 million. The
administration estimates for fiscal year 1983 are gross costs of $6,036
million, offsets of $3,628 million, and a rounded net cost of $2,400 mil-
lion. The table below details the most recent administration estimates
on offsets for fiscal years 1982 and 1983.

[in millions of dollars]

Fiscal year--

1982 1983

Gross cost -------------------------------------------------------- 5,641 6,036
Cost offsets (savings):

Income security --------------------------------------------- -2,672 -2,732
M edicaid ---------------------------------------------------- - 266 - 298
Revenue ---------------------------------------------------- -204 -240
Other ------------------------------------------------------ -342 -358

Total offsets ---------------------------------------------- -3,484 -3,628
Net cost (rounded) ---------------------------------------------- 2,200 2,400



The cost offsets result primarily from persons leaving the welfare
rolls and higher FICA and tax revenues.

Title XX Social Services.-The President's request includes a per-
manent $2.9 billion ceiling for title XX social services. The conferees
on H.R. 3434, Social Services and Child Welfare Amendments of
1979, have agreed to a $2.7 billion ceiling in fiscal year 1980, $2.9
billion in fiscal year 1981, $3.0 billion in fiscal year 1982, $3.1 billion
in fiscal year 1983, $3.2 billion in fiscal year 1984, and a permanent
ceiling of $3.3 billion starting in fiscal year 1985.

Welfare Reform Jobs.-The Education and Labor Committee re-
ports that it has the President's welfare jobs proposal, H.R. 4425,
under active consideration but has not come to any conclusions about
it. Therefore, the Committee has not included funds for this proposal in
its outyear projections.

Title XX Social Services.-The Ways and Means Committee recom-
mends the ceiling provided for in the conference agreement on H.R.
3434.

* Recommendation
Welfare Reform Jobs.-The recommendation assumes the enactment

of legislation which would establish a new jobs program consistent
with the President's proposal. However, the recommendation assumes
that the effective date of the program will be fiscal year 1983, consistent
with the recommendation to postpone the implementation date for
reform of the cash assistance program by one year. Because of the two
year implementation period for the cash assistance program, the jobs
portion has from the beginning been scheduled to begin in the second
year of the cash assistance implementation schedule. The recommenda-
tion maintains the same relationship, but one year later.

Title XX Social Services.-The recommendation assumes that the
XX ceiling will increase in accordance with the conference agreement
on H.R. 3434.
0 Action Required to Implement Recommendation

Welfare Reform Jobs.-The Education and Labor Committee could
implement the welfare reform jobs program recommendation by in-
cluding an effective date of October 1, 1982, in the legislation it reports.

Title XX A'ocial Services.-Adoption of the conference agreement
on H.R. 3434, Social Services and Child Welfare Amendments of
1979, will achieve the recommendation.

• Outyear Impact of the Recommendation
The recommendation would require $2.2 billion less in budget au-

thority and $2.0 billion less in outlays than the President included in
fiscal year 1982. For fiscal year 1983, the recommendation assumes the
President's total level for these three programs.
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COMPARISON OF PRESIDENT'S BUDGET AND FIRST BUDGET
RESOLUTION FOR FISCAL YEAR 1981

[In billions of dollars]

President's
budget

reestimated

Budget
author- Out-

Major program area ity lay

First budget
Resolution

recommendations

Budget
author- Out-

ity lay

Difference-over
(+) /under (-)

President

Budget
author- Out-

ity lay

" Elementary, secondary and vocational
Education _

Proposed legislation: Youth initiative-
* Higher education

Proposed legislation: Student as-
sistance_-

* General education aids and research ----

Subtotal-

" Training and other labor services ---------
Proposed legislation: Youth initiative-

Subtotal
* Social services

Subtotal -------------------------
" Undistributed reductions ..............

8.5 7.7 8.4 7.6 -0.1 -0.1
.9 .1 .9 ---------------- .1

5.3 5.5 5.1 5.3 -. 2 -. 2

.5 .1 .5 .1 ............. ...
1.5 1.4 1.5 1.4

(16.7) (14.8) (16.4) (14.4) (-.3) (-.4)

11.4 11.2 10.3 10.2 -1.1 -1.0
1.1 .7 1.1 0.6 -------- -. I

(12.5) (11.9)
5.8 5.7
(5.8) (5.7)

(11.4)
5.9

(5.9)
-. 4

(10.8)
5.8

(5.8)
-. 3

(-I.1)
+.1I

(+. 1)
-. 4

(-1.1)
H. 1)

(+. I)-,3

Total --------------------- 35.0 32.4 33.3 30.7 -1.7 -1.7



FUNCTION 550: HEALTH

The Committee recommends $71.5 billion in budget authority and
$61.8 billion in outlays for this function. These totals represent de-
creases of $.700 billion in budget authority and $.600 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

President's budget request, Jan. 28, 1980 ---
1. Reestimates (by CBO):

Changes due to economic as-
sumptions ------------

Other reestimates --------------
Transfer national health insurance

cost from Function 920 ------

President's budget reestimated- 72.2

71.5 62.4 83.2 70.8 94.5 79.9

+.7 - ------- +.6 -------- +1.0 -------

............................... 2 4 .1

62.4 83.8 70.8 119.6 104.0

Major policy recommendations:
2. 1981 impact of 1980 supplementals

and rescissions -------------------
3. Medicare funding level --------------
4. Medicaid funding level----------
5. Funding for remaining discretionary

health programs ----------------
6. Contingency for national health in-

surance -----------------------

(I) . . . .

-. 5 -. 3

-. 1 -. 4

- --. -. 1
-. 2 -. 2

-. 3 -. 4 -. 4

NA NA NA NA ---------------

Total difference ------------------ -. 7 -. 6 -. 7 -. 7 -. 6 -. 7

Committee recommendation ------- 71.5 61.8 83.1 70.1 119.0 103.3

I Less than $50.000.000.

EXPLANATION OF COmMITiiE IwREC(OMMENDATI()NS

1. REESTIMATES

6 Chaqes due to economic a8sumptiOns
The estimating adjustments to the President's budget include $700

million in budget authority which result from projections of higher
payroll bax payments into the Social Security Trust Funds, which sup-

port a portion of the cost of the Medicare program. These higher pay-

ment estimates result from the CBO economic assumptions.

(105)
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0 Other Reestimnates
The reestimates for this Function also include an addition of $24.1

billion in fiscal year 1983 as a contingency for national health insur-
ance. This amount was included under Function 920: Allowances in the
President's request. The issue regarding this estimate is discussed
below.

1981 IMPACT OF 1980 RESCISSIONS AND SUPPLEMENTALS

* President's Budget Reestimated by CBO
The President's budget includes requests for supplementals and re-

scissions in fiscal year 1980. An amount of $78 million is proposed for
discretionary health programs and $34 million is included to imple-
ment the first phase of the 'Child Health Assurance Program (CHAP).
The administration also proposes to rescind $98 million that already
has 'been appropriated in fiscal year 1980 for health manpower
programs.

The table below reflects the changes requested by the President:

BUDGET AUTHORITY, FISCAL YEAR 1980

[in millions of dollars]Supplementals:
Child health assurance program ------------------------------------------- 34
National Health Service Corps -------------------------------------------- I I
Community mental health programs ---------------------------------------- 50
Alcoholism community programs ------------------------------------------- 15
Health manpower financial distress grants ------------------------------------- 2

Subtotal, supplements-
Budget authority ...-------------------------------------------------- 112
Outlay .................................................................. '61

Rescissions:
Health Professions Capitation --------------- ----------- 81
Health Professions Student Loans ----------------------------------------------- -17

Subtotal, rescissions-
Budget authority -------------------------------------------------------- -98
Outlay ----------------------------------------------------------------- -13

Total-Budget authority ----------------------------------------------------- +14
Outlays -------------------------------------------------------------- 448

* Second Budget Resolution for Fiscal Year 1980
The Second Budget Resolution for Fiscal Year 1980 includes $9.6

billion in budget authority and $9.0 billion in outlays for "other health
programs," which cover all Function 550 activities other than Med-
icaid and Medicare. However, the resolution does not, specify amounts
for the individual programs.

Thus far in fiscal year 1980, a total of $9.550 billion in budget au-
thority and $8.804 billion in outlays has been appropriated for these
health programs. Therefore, the amounts currently appropriated are
only slightly under the budget authority and outlays assumed in the
budget resolution.
* Recon mondation

Tile recommendation does not assume additional funding for the
fiscal year 1980 supplementals or for their outlay effects in 1981. in



addition, the recommendation assumes that Congress will approve the
proposed rescission for the health manpower programs.

Supplemental appropriations should be reserved for those situations
where there is urgency or where program goals will be seriously under-
mined by not providing additional funds. The requested supplements
generally do not meet these tests. In addition, the supplemental funds
would have their primary outlay impact in fiscal year 1981. Given the
existing need for budgetary restraint in 1981, every effort should be
made to limit additional outlays in that year.

The $2 million requested for financial distress grants for health
professions training institutions is required to respond to urgent finan-
cial situations existing at several schools. Therefore, the funds are
needed in fiscal year 1980. However, mechanisms, such as reprogram-
ming of existing funds, could be used to support the request.

The Appropriations Committee anticipates that the proposed health
manpower rescission will not be approved. The Committee is urged
to reconsider this position. Current budgetary restraints demand that
the Federal Government critically review its role in providing finan-
cial assistance to various groups. The recommendation suggests that
health professionals training is an area where such review is warranted.

In view of the critical fiscal situation, for fiscal year 1981, the Com-
mittee recommends rescission of additional funds in fiscal year 1980
in order to help lower 1981 outlays. The President is now reviewing his
fiscal year 1981 request, and it is anticipated that he will submit such
rescissins. The recommendation for the function assumes that another
$117 million in proposed rescissions will be approved by the Congress.

* Outyear Impact of Recommendation
The recommendation would reduce fiscal year 1981 and 1982 outlays

by $45 million and $5 million, respectively, compared to the President's
request. Fiscal year 1983 outlays will remain the same as projected by
the President.. (The fiscal year 1981 and outyear impact of delaying
CHAP and the additional rescission of $117 million assumed by the
Committee are discussed below under Recommendations 4 and 5, re-
spectively.)

3. MEDICARE FUNDING LEVEL

* President's Budget Ree8tizated by CBO
The President's budget reestimated includes $45.7 billion in budget

authority and $37.3 billion in outlays for the Medicare program. In-
cluded in this request. are a numbe: of legislative and administrative
proposals to reform the program and expand benefits.

Legislative Savings.-The President's budget proposes legislative
reforms which would result in savings of $1.2 billion in fiscal year
1981 for the Medicare program. Nearly 60 percent of these savings
($680 million) are associated with mandatory hospital cost contain-
ment.

The Voluntary Effort (VE), which has been sponsored since 1977
by the hospital industry, has helped to lower the rate of increase in
iosoital costs. However, the President's budget assumes, based on
analyses of projected rates of increase, that the VE reached its peak
dming calendar year 1979. and that mandatory controls must. be

5Q_OP. -_



instituted if any additional decline in the rate of cost growth is to be
achieved.

The administration projects that hospital expenses will increase
by 13.4 percent in fiscal year 1980. This is 1 percent above the volun-
tary target of 12.4 percent which dias been set by the administration.
Community hospitals that exceed the voluntary limit during calendar
year 1980 would be subject to mandatory controls that would become
effective in January 1981. However, many hospitals still would be
exempt either because they are located in rural areas, are in States
which are exempted from the program because they have their own
mandatory controls, or have individually met the voluntary guide-
lines.

The Congressional Budget Office (CBO) estimates that hospital
costs will rise at an even faster rate than that projected by the admin-
istration. CBO assumes 14.7 percent and 16.7 percent increases in
fiscal years 1980 and 1981 compared to the 13.4 percent assumed by
the administration in each of these years. CBO further assumes that
the VE will continue to play a role in lowering hospital costs; how-
ever, its impact in the future will not be as significant as it has been
for the past two years.

The President's budget assumes that the Federal Government
would save $780 million, ($680 million in Medicare and $100 million
in Medicaid) from mandatory controls in 1981. A total of $32 billion
would be saved by public and private institutions that pay for hos-
pital costs during the life of the legislation, 1981-1985. CBO esti-
mates that the mandatory controls proposed by the administration
would save the Federal Government $370 million ($320 in Medicare
and $50 in Medicaid) in fiscal year 1981, but a total of $40 billion
over the life of the legislation. The CBO savings estimate is lower
than the administration's estimate in 1981 because CBO assumes that
fewer hospitals would be brought under the mandatory program in
the first year. However, CBO assumes that over the longer term,
more hospitals would become subject to mandatory controls and that
hospitals costs without controls would increase at a much faster rate
than is assumed by the administration.

The remaining reforms proposed by the President for the Medicare
program would save $500 million in fiscal year 1981. Included among
the proposals is a revision that would make employer health plans
the primary payor for covered medical services provided to the work-
ing elderly who also are covered under Medicare. The Medicare pro-
graim would pay only for those services not covered under an em-
ployee's health plan.

The budget also proposes to eliminate the special payment included
in Medicare hospital reimbursements for routine nursing care. Under
current Medicare regulations, hospitals receive a bonus payment on
the. assumption that more time and routine services are involved in
caring for the elderly. The administration proposes to eliminate this
differential on the grounds that it never has been specifically justified.

Other proposals would result in a common audit for Medicare and
Medicaid and in reimbursement to hospitals for nursing home care
when appropriate.

Administrative Savings.&-The 1981 President's request assumes that
management efforts to improve the efficiency of the Medicare program



will be continued. A total of $700 million will be saved through these
efforts in fiscal year 1981. Included are proposals already in effect to
base reimbursements for malpractice coverage on prior experience with
Medicare beneficiaries. In addition, new limits for Medicare reimburse-
ment rates would be established based on prevailing community
charges for medical care.

Benefit Improvements.-The President's budget proposes benefit
iniprovements which would result in spending an additional $75 mil-
lion under Medicare. The second twenty-four month period that per-
sons disabled for a second time must wait before receiving Medicare
benefits would be eliminated. Medicare coverage of home health serv-
ices would be increased, including elimination of the requirement for a
minimum of three days of prior hospitalization before receiving cer-
tain home health benefits. Coverage for out-patient psychiatric services
also would be expanded.
0 House Committees' Views and Estimates

Both the Ways and Means and the Interstate and Foreign Com-
merce (IFC) Committees reported a mandatory hospital cost contain-
ment bill during the First Session of the Ninety-Sixth Congress. How-
ever, the bill was defeated in the House by a vote of 234 to 166. Instead,
the House approved a program of voluntary controls. The Ways and
Means Committee now estimates that $340 million will be saved in 1981
through the voluntary program. The IFC Committee does not antici-
pate any hospital cost containment savings in fiscal year 1981.

The Ways and Means Committee suports both the other Medicare
legislative savings and program expansions assumed in the President's
budget. In fact, a number of the proposals are included in H.R. 3990
and 4000, bills that have been reported by the IFC and the Ways and
Means Committees. In addition, these bills include other changes in
Medicare coverage and reimbursements that would add approximately
$200 mililon to the President's request.

0 Recommendation
Legislative Savings.-The recommendation assumes that reforms to

modify reimbursements in the Medicare program will be enacted and
will achieve the total savings of $1.1 billion. A number of possible re-
forms, including those recommended by the President or reported in
H.R. 3990 and 4000, are available to the authorizing committees to en-
able them to achieve the savings goal.

The recommendation notes that the Voluntary Effort (VE) to con-
tain hospital costs has helped to reduce the rates of growth in hospital
expenditures according to the administration and the CBO. However,
both the administration and CBO project that more significant sav-
ings could be achieved if mandatory controls were enacted. The ad-
ministration estimates that $680 million could be saved in fiscal year
1981 Medicare spending through such controls, and CBO estimates
that $320 million could be saved in the program. The recommenda-
tion of $1.1 billion assumes that $680 million in savings could be
achieved through the mandatory program and as a result of the con-
tinuing efforts by the hospital industry to limit medical care cost
increases.



Admini8trative Saving.-The recommendation assumes that the

management initiatives being undertaken by the administration to
increase efficiency will be achieved, and that they will save the $700
million estimated in the President's budget.

Benefit Improvement.-It is proposed that most of the benefit ex-

pansions and improvements assumed in the President's budget to

begin in fiscal year 1981 will be postponed until late in fiscal year
1981 or sometime in 1982. The improvements are important ones de-
signed to remedy inadequacies in the current coverage provisions.
However, given the existing budgetary constraints, the recommenda-
tion assumes $37 million for benefit improvements. This is approxi-
mately half of the total requested.

A number of Medicare benefit expansions already are included in

bills that have been reported by the House Ways and Means and In-

terstate and Foreign Commerce Committees. The recommendation
assumes that the effective dates of these program improvements will

be adjusted, if needed, to remain within the total assumed for pro-
gram expansions.

0 Action Required to Implement Recommendation

To achieve the legislative savings assumed in the recommendation,
the House will have to support legislative savings proposals similar
to those recommended by the President or which already have been
reported or are under consideration in the Ways and Means and the

Interstate and Foreign Commerce Committees. It also is assumed
that the cost of the program expansions approved during the current
session will remain within the total assumed in the recommendation.

The hospital cost containment proposal recommended by the Presi-
dent is an important mechanism for helping to lower the rate of in-
crease of hospital costs. The Committee urges the House to reconsider
this proposal in its efforts to achieve the legislative savings that are
assumed in the recommendation.

* Outyear Impact of Recom/mendation
Spending in the Medicare program is expected to increase at an

average annual rate of 15 percent from 1982 through 1983 if no
changes are made in the current legislative provisions. The legisla-
tive proposals that are assumed in the Medicare recommendation
would decrease this rate to an average annual increase of 14.4 percent.
The projected rates of increase, with and without new legislation are
shown below:

MEDICARE OUTLAYS

[In billions of dollars]

Average annual
percent of

1981 1982 1983 increase

Current law ---------------------------- $38.4 $44.3 $50.8 15.0
Legislative proposals:

Hospital cost containment -----------------. 7 -1.4 -2.1
Other savings ------------------------- -. 4 -. 7 -. 8-
Benefit improvements ------------------- (1) .1 .2-------------

Total outlays, with legislative proposals- 37.3 42.3 48. 1 14.4

I Less than $50.000.000.



4. MEDICAID FUNDING LEVEL

0 President's Budget Reestimated by CBO
The President's request includes $16.4 billion in budget authority

and $15.8 billion in outlays for the Medicaid program. This level
assumes both legislative and administrative savings reforms and bene-
fit improvements in the program.

Legislative Savings.-The President's request assumes that the man-
datory hospital cost containment proposal (described in Recommenda-
tion #3) will result in savings of $100 million for the Medicaid pro-
grain in fiscal year 1981. In addition, the request assumes that other
legislative reforms will reduce program expenses -by $98 million.
Among these other activities are common audit procedures for Medic-
aid and Medicare and assessment of a civil money penalty for filing
fraudulent claims.

Administrative Savings.-Both the Congress and the administration
have supported efforts to reduce the level of fraud, abuse and error
in the Medicaid program. In response to these concerns, the Depart-
ment of Health and Human Services is continuing its management
improvement efforts. These efforts will reduce fiscal year 1981 Medicaid
expenditures under current law provisions by an estimated $318 mil-
lion. In addition, other administrative changes, including changes in
determining how hospitals are reimbursed for routine medical services
and for malpractice insurance, will save $85 million in fiscal year 1981.

Benefit Improements.-The President's budget also proposes to
make certain needed improvements in the coverage of medical services.
Most significant among the changes is the Child Health Assurance
Program (CHAP) which will support comprehensive health care
for children under Medicaid, including two million low-income chil-
dren who previously were not eligible for coverage under the pro-
gram. In addition, prenatal services for an additional 100,000
low-income pregnant women will be covered. The President's budget
includes $403 million for these services expansions. Other benefit im-
provements, such as coverage of services provided in comprehensive
health clinics and expanded home health care, are- included in the
President's request for a total of $91 million.

* House Committees' Views and Estimates
The Interstate and Foreign Commerce (IFC) Committee has re-

ported H.R. 3990 and H.R. 4000, which include both expansions and
savings reforms in the Medicaid program. The changes proposed in
the bills include many of those recommended by the President. How-
ever, in total, the bills will result in spending that is $900 million
over the requested fiscal year 1981 outlays. The additional spending
reported by the Committee includes increased funding for CHAP,
assistance for financially troubled hospitals, and provision's to exclude
hospital philanthropy from determination of reimbursement rates.

* Reeo'morndation
Legislative Savings.-The recommendation assumes that legisla-

tive reforms, including mandatory hopsital cost containment, will
result in the total level of savings assumed in the request. The recom-
mendation also assumes with regard to hospital cost containment,



that the Voluntary Effort will continue to have a positive impact on
controlling hospital cost increases. The authorizing committees have
a number of proposals from which to select in order to reach the sav-
ings total that is assumed in the recommendation. The President's
request and both H.R. 3990 and H.R. 4000 contain a number of pos-
sible legislative reform proposals.

Administrative Savings.-The recommendation assumes that the
efforts undertaken by the administration to improve program effi-
ciency will result in the savings which the request projects. The
recommendation also assumes that an additional $70 million above
the President's estimate will be saved in fiscal year 1981 as a result
of intensified efforts to reduce the incidence of program errors.

Benefit Improvements.-Expansion of comprehensive services to
additional low-income children and provision of prenatal care
to low-income pregnant women will address some of the out-
standing inadequacies of the current Medicaid program. The
recommendation endorses these and other benefit improvements pro-
posed in the President's request. It is recommended that the benefit
changes under CHAP and for children and pregnant women first
become effective at the end of fiscal year 1981 rather than in fiscal
year 1980 as proposed by the President. The recommendation includes
$40 million to initiate CHAP. It is further assumed that $59 million
is provided in fiscal year 1981 for other benefit improvements. The
remaining program expansions should be delayed until fiscal year
1982 or given effective dates in 1981 that would allow total new
spending to remain within the totals assumed in the recommendation.

The justification for the delay in fully implementing the new
CHAP benefit is twofold. Given the existing economic restraints,
the additional funding required cannot be made available. In addi-
tion, the one-year delay will give the administration sufficient time to
develop the CHAP program, including the preparation of guidelines,
in such a way as to assure that the problems associated with previous
Medicaid programs for children are not repeated.
* Action Required to Implement Recommendation

The recommendation assumes that the House will approve legis-
lation that will achieve the total savings assumed in the President's
request. Hospital cost containment is the most significant of these
items. In addition, the recommendation assumes that the House will
not enact any legislative provisions which would expand Medicaid
new spending above the totals provided.

* Outyear Impact of Recommendation
Medicaid program costs are expected to increase by 13.9 percent

annually to a total of $20,081 million by fiscal year 1983 if no
changes are made in the current law provisions. However, this as-
sumes that the management reforms proposed by the administration
result in the savings which are projected in the request. The program
expansions assumed in the recommendation will increase the Medi-
caid growth rate to 15.9 percent annually over the same period. Total
program costs in 1983 will be $20,544 million with the expansions.
These program expansions, however, will be partially offset by sav-
ings from hospital cost-containment and other legislative reforms,



which will equal over $300 million for Medicaid by fiscal year 1983.
Over the long term, it is anticipated that CHAP also will result in
Medicaid savings by assuring that preventive care is provided and
that problems are identified early and appropriately treated. Total
Medicaid costs, based on the assumptions in the recommendation, are
as follows:

[Outlays in millions of dollars

Average annualpercent of
1981 1982 1983 increase

Medicaid-Current law _ 15,473 17, 696 20,081 13.9
Error rate reduction assumed by committee -. - -70 ---

Hospital cost-Containment and other legisla-
tive reforms-----------------------------198 -227 -329-------------

CHAP ----------------------------------- 40 403 650
Other benefit improvements ------------------ 59 120 142

Total program costs - 15,304 17,992 20,544 15.9

5. FUNDING FOR REMAINING OTHER 1EALTI PROGRAMS

* President's Budget Reestimated by CBO
The budget request provides $10.2 billion in budget authority and

$9.3 billion in outlays for "other health programs." This reflects an
increase of 6 percent above the fiscal year 1980 estimates.

Included in the category of "other health programs" is a wide range
of discretionary grant activities and other programs operated directly
by the Federal Government. These programs provide health services,
with special emphasis upon meeting the needs of medically under-
served persons; support biomedical research; subsidize health man-
power training and education when they are related to national health
service goals and priorities; and support consumer and occupational
health and safety. Also included in this category are several manda-
tory health programs, suzch as health benefits for commissioned officers
of the Public Health Service and for retired Federal employees.

The largest of the increases in the President's budget is for health
care services, which at $4,595 million is 9 percent above the comparable
figure for 1980. The additional funds will support expanded services
for medically underserved persons through the Community Health
Centers and the National Health Service Corps programs. In addi-
tion, initiatives are proposed to increase mental health and alcoholism
prevention services to high risk groups, such as adolescents and women,
and to support occupational alcoholism programs. Mandatory in-
creases to cover the higher costs of health benefits for retired Federal
workers and for PHS commissioned officers also are included in the
health services totals.

A total of $3.838 million, a 5 percent increase compared to fiscal
year 1980, is requested for health research. This request would allow
research activities in the National Institutes of Health to be stabilized
at a level of 5,000 awards per year for compel irive grants, in addition
to continuation grant awards.



The request further includes $1,086 million for consumer and occu-
pational health and safety, an increase of 8 percent above fiscal year
1980 funding for such programs.

The President has requested $662 million, an 11 percent reduction,
in funding for programs that support the education and training of
the health professions. The administration's request projects that ade-
quate numbers of personnel will be available in the foreseeable future
for all of the major health professions. The President's request, there-
fore, proposes discontinuing general support which was initially de-
signed to increase the number of health professionals. Instead, em-
phasis is placed upon continuing funding for those programs that
are associated with increasing the number of professionals practicing
in geographic shortage areas or in primary care practices where addi-
tional persons are needed.

0 House Comomittees' Views and Estimates
The Interstate and Foreign Commerce (IFC) Committee has juris-

diction over most of the spending for the "other health programs."
That Committee anticipates legislation which will increase the Presi-
dent's 1981 budget by $2.1 billion in budget authority and $500 million
in outlays.

The President's request for the Mental Health Systems Act is the
major 1981 legislative initiative proposed for a discretionary health
program. The IFC Committee plans to consider the proposal during
the current session, but does not anticipate that it will be enacted this
year.

The Interior Committee also plans to consider legislation which will
add $100 million in budget authority to the Pre-sident's request for In-
dian Health Services.

0 Recommendation
The recommendation assumes a total of $9,973 million in budget

authority and $9,200 million in outlays for health programs other than
Medicare and Medicaid. An increase of $400 million is available for
these I)rogIams above the amount currently appropriated for 1980.
Given the existing budgetary restraints, the Committee considers this
an adequate level of increase.

To achieve the 1981 outlay recommendation of $9.2 billion, it is as-
sumed that an additional $117 million in rescissions for discretionary
health programs will be approved by Congress in fiscal year 1980.
These rescissions are in addition to those already submitted by the
administration.
0 Action Required To Implement Recommendations

The recommendation assumes that total fiscal year 1981 spending
for health programs other than Medicaid and Medicare will increase
by 6 percent above fiscal year 1980. However, decisions on specific pro-
gram allowances are the prerogative of the Appropriations Commit-
tee. The recommendation assumes that the Appropriations Committee
and the Congress will not provide, funds in excess of the amount as-
sumed in the recommendation.



Additional fiscal year 1980 rescissions of $117 million above the
amount already submitted by the administration must be approved by
Congress.

0 Outyear Impact of Recommendation
The recommendation provides budget authority for health programs

other than Medicaid and Medicare of $11,419 million by fiscal year
1983.' This is $400 million less than the President's estimate for 1983.
The recommendation assumes that the level of restraint applied in 1981
will continue in 1982 and 1983.

BUDGET AUTHORITY

[In millions of dollars]

Fiscal year-

1981 1982 1982

President's request:
Health service. ----------- $4,595 $5,041 $5,531
Health research. --------- 3,838 4,096 4,415
Education and training of the health care work force- - 662 706 759
Consumer and occupational safety and health -------- 1,086 1,087 1, 122
Olsetting receipts -- ----------- -8 -8 -8

Total ------------------------------------- 10,173 10,922 11,819
Reduction from President's request -200 -400 -400

Total recommentation .... 9,973 10,522 11,419

6. CONTINGENCY FOR NATIONAL HEALTH INSURANCE

* President's Budget Reestimated by CBO
The President's fiscal year 1981 budget includes $24.1 billion as

part of the contingency for 1983. These funds would be used to initiate
the first phase of a national health insurance program which the ad-
ministration submitted to Congress in the fall of 1979. The plan would
provide increased coverage for low-income, elderly, and employed
persons. The Federal Government, employers and individuals them-
selves would share in the cost of coverage.

The cost of the first stage of the proposed program in fiscal year
1984 and in 1985 would be $27.1 billion and $30.4 billion. Estimates are
not available on the cost of implementing all stages of the plan.

• House Committees' Views and Estimates
Initial hearings on the President's proposal have been held by the

Interstate and Foreign Commerce and the Ways and Means Commit-
tees. However, no decisions have been made.

In addition to the President's proposal, several other health insur-
ance plans have been introduced during the current session of the Con-
gress. The Senate Human Resources Committee is considering a bill
that also would begin a national health insurance plan in fiscal year
1983. The Senate Finance Committee is developing a plan to provide
catastrophic health insurance coverage.



* Recommendation
The recommendation assumes sufficient funding in fiscal year 1983 to

accommodate the first phase of a national health insurance plan should
such a program be approved by the Congress. However, inclusion of
these funds is not intended as endorsement of any health insurance
plan. Specific consideration and recommendations can be made more
effectively as the bills are considered in committees. In addition, the
recommendation will depend in large part on the state of the total
economy.
* Outyear Impact of the Recommendation

Estimates of the full cost of a national health insurance program in
the outyears are not yet available. Such estimates should be available
and carefully weighted before a decision is made on national health in-
surance.

The President's budget reestimated and the Committee's recom-
mendation for the function compare as follows:

COMPARISON OF PRESIDENT'S BUDGET AND FIRST BUDGET
RESOLUTION-RECOMMENDATIONS FOR FISCAL YEAR 1981

[in billions of dollars]

President's First budget
budget resolution

(reestimated) recommendations Difference

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

Medicare-Current law .....
Proposed legislation:

Savings reforms ---------------
Program expansions -----------

Subtotal -------------------

45.7 38.4 45.7 38.4

-1.2
- °|

-1.1
(1)

------ 45.7 37.3 45.7 37.3

Medicaid-Current law -----......-------
Proposed legislation:

........ (1)

16.1 15.5 2"16.0 2 15.4 -0.1

Savings reforms ----------------------. 2 -. 2 -. 2 -. 2 --------------
CHAP and other program expansions --- . 5 .5 . I . 1 -. 4 -. 4

Subtotal -------------------------- 16.4 15.8 15.9 15.3 -. 5 -. 5
Discretionary programs ------------------ - 10.2 9.3 10.0 9.2 -. 2 -. 1

Total I - ----------------------- 72.2 62.4 71.5' 61.8 -. 7 -. 6

I Less than $50,000.000.
2 Assumes $70.000.000 savings to be achieved through management efforts to reduce program's

error rate.
Note: Totals may not add due to rounding.



OUTLINE OF FUNCTION CHAPTERS

FUNCTION 600: INCOME SECURITY

The Committee recommends $252.1 billion in budget authority and
$220.1 billion in outlays for this function. These totals represent de-
creases of $2.0 billion in budget authority and $2.7 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- author- author-

ity Outlay ity Outlay ity Outlay

President's budget request, Jan. 28, 1980 ---
1. Reestimates (by CBO):

Changes due to economic as-
sum ptions ------------------

Other reestimates --------------
Transfer of welfare reform costs

from Function 920: Allow.
ances

President's budget reesti-
mated ---------------

251.5 220.0 285.7

+2.1 +1.9 +4.1
-.3 + .1 --------

+.8 +.8 ±2.6

254.1 222.8 292.4

241.7 310.5 264.0

+8.2 +5.7 +9.0

+2.6 +2.8 +2.8

252.5 319.0 ' 275.8

Major policy recommendations:
2. 1981 impact of 1980 supplementals
3. Welfare reform --------------
4. Federal employee retirement legis-

- -.I -------------- .-

0
native savings -------------------------- -.6 -------- -.8 -------- -1.3

5. Food stamps legislative savings ----- -. 4 -. 4 -. 3 -. 3 -. 3 -.
6. Low-income energy assistance --------. 2 -. 2 -------------------------------
7. Child nutrition legislative savings -- -. i -. I -. I -. I -. 1 -.

8. Funding for entitlement legislation
approved by the House ---------- +.l .I +.2 +.6 +2 +.6

9. Denial of federally financed unem-
ployment benefits to former
CETA workers ----------------- -. 2 -. 2 -. 2 -. 2 -. 2 -. 2

10. Reductions in remaining discretion-
ary programs ----------------- . I--. I. -. -. -. 1 -. 1

Total difference ---------------- 2.0 -2.7 -2.7 -2.9 -. 6 -1.2

Committee recommendation ---- 252.1 220. 1 289.9 249.6 318.4 274.6

(117)
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EXPLANATION OF COMMITTEE RECOmMENDATION

0 Recommoendation
As a result of CBO reestimates based on the revised economic as-

sumptions and CBO methodology, the recommendation includes an
addition of $1.8 billion in budget authority and $2 billion in outlays.
Changes due to economic assumptions

As a result of CBO reestimates, using the revised economic assump-
tions, increases of $2.1 billion in budget authority and $1.9 billion in
outlays are recommended.

[in billions of dollars]

Fiscal year 1981

Budget
authority Outlay

Primarily attributable to higher inflation projections:
Social security ----------------------------------------------------- +1.4
Other retirement ---------------------------------------------------- +.2
Unemployment compensation ---------------------------------- +0.5 +.2
Means-tested assistance programs-------------------------------- +. I +.2

Primarily attributable to higher revenue and interest income to trust funds +1.5 ---------

Total changes due to economic assumptions ---------------------- +2.1 +1.9

* Other Reestimates
Other reestimates, resulting in $0.3 billion net reduction in budget

authority and $0.1 billion net addition in outlays are recommended.
These consist of the following items:

[In billions of dollars]

Fiscal year 1981

Budget
authority Outlay

* Social security revenue adjustment -------------------------------- 0.8 ----------
* Allowance for October 1980 pay raise for Social Security Administration's

employees of--income-to-civil-service --retirement-trust --fund,-primaril--at +0.1
" Reestimates of income to Civil service retirement trust fund, primarily at.

tributable to impact of October 1980 pay raise ------------------------- +. 6 --------
* Higher spend-out rates in child nutrition programs ------------------------------ +.
" Reestimate of savings in food stamp program from proposed fiscal sanction

system --------------------------------------------------------------------
* Projected lower average family size in public assistance -------------------. 1 -. 2

Total, other reestimates ------------------------------ --. 3 +. I

Not included in this recommendation is the impact of the transfer of
$850 million in budget authority and outlays from Function 920:
Allowances, to Function 600: Income Security. This transfer is dis-
cussed in Recommendation 3: Welfare Reform.



represent the difference in interest costs between the tax-free munici-
pal bond rates, and the rate required to finance the bonds in the private
taxable bond market. HUD considers this change necessary to allow
the continued sale of public housing authority bonds and notes.

Refugee Assistance.-The President's budget includes a supplemen-
tal request of $107 million in budget authority and $52 million in out-
lays. The largest component of this request is $65 million to reimburse
States for direct cash and medical assistance. Other increases include
$12 million for increased assistance to voluntary agencies, $23 million
for education assistance, and $6 million for preventive health services.

Rail Labor Assistance.-A supplemental of $62 million in budget
authority and $57 million in outlays is requested for continued benefits
to certain ConRail employees. An authorization is required before
these funds can be appropriated. The Regional Rail Transportation
Act of 1974 authorized $250 million for benefits to railroad workers
who lost jobs or benefits as a result of railroad reorganizations. These
funds have now been fully appropriated and the administration is re-
questing a new authorization totaling $235 million.

Food D'onations.-A supplemental request of $16 million.in budget
authority and $13 million in outlays is requested to maintain the level
of commodity assistance support to food programs for the aged which
are authorized under the Older Americans Act of 1965.
0 Second Budget Resolution for Fiscal Year 1980

Of the discretionary supplements proposed by the President,
only those for the Food Stamp and Refugee Assistance programs
were assumed in the Second Budget Resolution. The Second Resolu-
tion assumed an amount for the Food Stamp program, which is $780
million in budget authority and $801 million in outlays below the
current CBO estimate. The amount for Refugee Assistance in the
Second Budget Resolution was $122 million in budget authority and
$43 million in outlays blow current estimates.
* Recom/nwndation

The recommendation assumes $3,512 million in budget authority
and $3,359 million in outlays, which is sufficient to accommodate the
pending supplemental in the Food Stamp program as well as the
supplementals to fund entitlement programs. Because of the need to
hold down Federal spending, the recommendation assumes that none
of the other proposed supplementals for discretionary programs will
be enacted.

The recommendation to include the President's request of $2,556
million in budget authority and $2,470 million in outlays for the
Food Stamp program is based on the following considerations:

-Because the current appropriation will be used up by June,
1980, the Secretary of Agriculture has announced that if addi-
tional funds are not made available by May 15, 1980, the pro-
gram will be closed down in June. The Secretary has also an-
nounced that he will order a reduction in food stamp benefits
if at any time -before May 15 Congress indicates that additional
funding will not be provided. Termination of the program or
a reduction in benefits would affect about 20 million recipients.



A reduction in benefits starting in April would reduce benefits
by more than one-half. CBO estimates a reduction of 58 per-
cent, if no additional funds were to be made available and the
cut was effective April 1, 1980. For a family of four, this would
mean a $480 reduction in benefits between April and September,
1980.

-The recommendation for this program in fiscal year 1981 as-
sumes the legislative savings totaling $90 million which were
approved by the House Agriculture Committee in the bill (S.
1309) to increase the ceiling for fiscal years 1980 and 1981 plus
the additional savings of $430 million from a proposed reform
to annualize the cost-of-living adjustments procedures and make
other benefit reforms. Achievement of substantial legislative sav-
ings in the remaining months of fiscal year 1980 would be dif-
ficult because of the time required to implement any changes
which the Congress might propose.

The recommendation of $956 million in budget authority and $889
in outlays to accommodate the current estimates for mandatory sup-
plementals includes a reduction of $20 million in outlays for the
pending pay supplemental for employees of the Social Security Ad-
ministration. This reduction matches the absorption rate assumed in
the recommendation for the pay raise in Function 920: Allowances.

The recommendation includes the impact in fiscal year 1980 of sev-
eral bills on which final action is assumed in fiscal year 1980 as well
as several legislative savings proposals which will have a fiscal year
1980 impact. These bills and legislative savings proposals include:

[in millions of dollars]

Budget
authority Outlays

Social Welfare Amendments of 1979 (H.R. 4904) -This is addressed in rec-
ommendation 3 ---------------------------------------------------- -79 -79

Disability insurance amendments (H.R. 3236) -- ---- -14
Social Services and Child Welfare Amendments of 1979 (H.R. 3434) --------- -86 +86
Annual cost of living for Federal retirees-This is addressed in recommen-

dation 4 ---------------------------------------------------------- + 106 +106
Annual benefit adjustment in the food stamp program-This is addressed in

recommendation 5 -------------------------------------------------- 90 -90
Trade adjustment assistance (H.R. 1543)-This is addressed in recommen-

dation 8 ---------------------------------------------------------- ± 100 +100

Total -------------------------------------------------------- +123 +109

WELFARE REFORM

* President'8 Budget Reestimated by CBO
In 1979, the administration transmitted a proposal to reform the

welfare system. The House approved the Social Welfare Amendments
of 1979 (H.R. 4904), which incorporates the major administration
proposals to reform the cash benefit provisions of the welfare system.
The President's budget includes $850 million in budget authority and
outlays in Function 920: Allowances to accommodate the fiscal year



1981 cost of welfare reform. The President's budget also includes leg-
islative savings of $279 million in budget authority and outlays in

\Function 600: Income Security. The net cost in the President's budget
for welfare reform is, therefore, $571 million in budget authority and
outlays. This amount is consolidated in Function 600: Income Security
in this recommendation.

The major cost and legislative savings in fiscal year 1981 from the
administration's welfare reform proposals include:

Budget Authority/Outlays

[In millions of dollars]
Cost Provisions:

National Minimum-Require all States to provide a minimum Aid to Families with
Dependent Children (AFDC) plus food stamp benefits equal to 60 percent of the poverty
level starting January 1, 1981, and increasing to 65 percent starting on October I. 1981_. 130

Reduce Federal Share of AFDC Costs-Beginning January 1. 1981, reduce each state's
matching fund requirement for AFDC by 10 percent -------------------------- 424

Hold Harmless--Beginning January 1, 1981, the Federal Governnent would reimburse a
state the amount by which its combined AFDC, Medicaid, and administrative costs
resulting from caseload growth exceed 95 percent of its 1979 AFDC costs ------------- 129

Implementation costs 0--------------------------------------------------
Other -------------------------------------------------------------- 17

Subtotal (Cost Provisions) -------------------------------------------- 850

Legislative Savings Provisions:
Simplify the treatment of earnings and work expenses in AFDC ------------------- 141
Reduce AFDC benefits by the full amount of income which is reported late ------------- 26
In determining AFDC benefit levels, permit states to prorate shelter, utility, and related

expenses between household members who are eligible for AFDC and those not eligible
and also permit states to count the income of stepparents in certain cases (This provision
was not included in H.R. 4904) ------------------------------------------ 31

Several changes to the Child Support Enforcement program ----------------------- 65
Other reductions, primarily administrative savings from benefit changes --------------- 16

Subtotal (Legislative Savings Provisions) - ------------------------------ (-279)

Totai: Welfare Reform Budget Impact ------------------------------------ 571

The President's fiscal year 1981 request does not include any sav-
ings from two legislative savings proposals which are included in
H.R. 4904 'and would first be effective in fiscal year 1982. These include
institution of more frequent reporting of income by public assistance
recipients and benefit determination based on past rather than antici-
pated income ('retrospective accounting). These provisions could save
up to $250 million.
0 House Committees' Views and Estimates

The Committee on Ways and Means recommends that the First
Budget Resolution 'assume the budgetary impact of the Social Welfare
Amendments of 1979 (H.R. 4904). !Consistent with its recommenda-
tions for all legislative initiatives under the jurisdiction of the Public
,Assistance and Unemployment Compensation Subcommittee, the
Committee on Ways and Means assumes that this cost will not exceed
the total amount in the President's budget for programs within the
jurisdiction of that Subcommittee. The Committee on Ways and
Means also notes that included in the President's budget axe savings
of $31 million in budget authority and outlays from changes in the
treatment of ste)pparents' income in determining benefits in the Aid



to Families with Dependent Children (AFDC) program, which were
not included in H.R. 4904.
* Recommendation

The recommendation assumes savings of $500 million in budget au-
thority and outlays from welfare reform, which is about $250 million
higher savings than were included in the House-passed welfare reform
proposal (H.R. 4904) and were assumed in the President's budget.
These higher savings could result from implementation in fiscal year
1981 of the changes in the reporting of income and the determination
of benefits which are included in H.R. 4904. The recommendation also
assumes that the implementation of the cost provisions of welfare
reform will be delayed for one year.
* Action Required to Implement Recommendation

Implementation of this recommendation will require changes to
H.R.. 4904 to delay the effective date for one year of the cost prov-
sions, and to achieve an additional $250 million in legislative savings
for fiscal year 1981 through implementation of savings provisions
currently scheduled to be the first effective in fiscal year 1982.
0 Outyear Impact of Recommendation

The outyear impact of welfare reform would be as follows:

BUDGET AUTHORITY/OUTLAYS

[In millions of dollars]

Fiscal year-

1981 1982 1983

CBO cost estimate (current schedule) ------------------------ 1912 2,630 2,765
CBO cost estimate (implementation delayed 1 year) ---------------------- 912 2,630
Acceleration of implementation of legislative savings ---------------------- 250 .
Adjusted estimate under recommended schedule ----------------- NA 662 2,630
Recommendation less original CBO estimate ------------------- NA -1,968 -135

I Differs from estimate in President budget.

4. FEDERAL EMPLOYMENT RETIREMENT LEGISLATIVE SAVINGS

* President's Budget Ree8timated by CBO
The President's budget assumes no legislative savings in Federal

employee retirement programs even though the First and Second
Budget Resolutions for Fiscal Year 1980 assumed legislative savings
through annual cost-of-living increases for retired Federal employees
rather than the semi-annual increases provided under current law.

G House Committees' Views and Estimates
The Post Office and Civil Service Committee did not address the

issue of annual cost-of-living increases but did recommend that the
first Budget Resolution assume savings from two other proposals.
The first would eliminate the minimum Civil 'Service disability bene-
fit for individuals who are already collecting military pensions. The
Committee estimates that this proposal would save $49 million in
fiscal year 1981, while the Congressional Budget Office assumes the
savings to be $4 million. The second proposal would change the pro-



cedures for the initial cost-of-living increase after retirement. Under
current law, Federal employees have the option of calculating their

annuities as if they had retired before the previous cost-of-living ad-

justment. In addition, the first cost-of-living increase after retire-

ment is not prorated to reflect the number of months in retirement

status. This proposal is estimated by CBO to save $19 million in fiscal

year 1981, using the economic assumptions in the recommendation.
The Education and Labor Committee did not submit recommenda-,

tions pertaining to the Federal Workmen's Compensation program.

* Recommendation
The recommendation assumes legislative savings totalling $5 million

in budget authority and $645 million in outlays through reforms to

Federal employee retirement and disability programs. This estimate

is based on the savings which could be achieved from phasing in annual
cost-of-living increases for Federal employees, implementing the GAO
recommendations for reform of the Federal Workmen's Compensa-
tion program, which could achieve budget authority and outlay sav-
ings of $5 million, and targeting savings of $31 million in Federal
employee disability. These could be achieved through the recom-
mendations of the Post Office and Civil Service Committee and the sug-
gestions in the CBO report, cited above, to move to stricter definitions
of disability for Federal employees, similar to those used in private
sector.

The recommendation for fiscal year 1980 assumes an increase in
outlays of $106 ,million as a result of the phase-in of the annual cost-
of-living procedures. As described in Function 050: National Defense,
the recommendation assumes that retired Federal employees would re-
ceive a special cost-of-living adjustment in July, 1980, for changes in
the CPI between December. 1979 and the first quarter of 1980. Sub-
sequent cost-of-living adjustments would be made annually in July
based on the first quarter over first quarter CPI changes. This pro-
cedure is the same as that used for. social security cost-of-living
adjustments.
• Action Required to Implement Recommendation

Achievement of these savings will require action by the Post Office
and Civil Service and Education and Labor Committees.

* Outyear Impact of the Recommendation
The following table indicates the outlay impact of the recommenda-

tion over the next five years. The estimates are based on the economic
projections assumed in the Resolution.

LEGISLATIVE SAVINGS IN RECOMMENDATION

[Outlays in millions of dollars]

1980 1981 1982 1983 1984 1985 Total

- Annual cost-of-living increase ------ +106 -590 -596 -671 -688 -740 -3, 179
* Revise procedures for initial cost-of.

living.increase after retirement -------- -19 -57 -100 -149 -204 -529
" Disability reforms ---------------------- -31 -92 -161 -236 -319 -839.
" Workmen's compensation reforms --------- -5 -14 -27 -44 -63 -153

Total ------------------ 106 -645 -759 -959 -Il7 -1,326 -4,700



5. FOOD STAMPS

* President's Budget Reestimated by CBO
The President's budget requests funding for the Food Stamp pro-

gram of $9,730 million in budget authority and outlays of $9,838
million, based on CBO estimates using the revised economic
assumptions.

The President's budget assumes the lifting of the ceiling on appro-
priations which was imposed by the Food Stamp Act Amendments of
1977. The fiscal year 1981 ceiling under current law is $6,235 million.
The President's budget request also assumes legislative savings from a
system to impose fiscal sanctions on states with high error rates. CBO
estimates that this system would achieve savings of $90 million in fiscal
year 1981.
* House Committees' Views and Estimates

The Agriculture Committee recommends that the Budget Resolution
include the impact of the Food Stamp Act of 1980 (S. 1309), which that
Committee reported favorably on February 27, 1980. The bill would
increase the authorization ceiling to the President's budget request.
This bill includes legislative savings of $90 million from the fiscal
sanction system and also makes two benefit changes which would in-
crease fiscal year 1981 costs by $122 million. These changes are: (1) an
increase in the child care deduction to $160 a month and increased
medical deductions for the aged and disabled. These additional costs
were not included in the ceiling on appropriations of $9,739 million
which was approved in S. 1309.

* Recommendation
The recommendation assumes funding of $9,300 million in budget

authority and $9,408 million in outlays for the Food Stamp program.
This level is $430 million in budget authority and outlays below the
President's request, as reestimated by CBO. The recommendation as-
sumes the deferral until fiscal year 1982 of the liberalizations to the
program included in the House version of S. 1309. It also assumes
target savings of $520 million in this program, including the $90
million included in S. 1309 plus an additional $430 million. The addi-
tional savings could come from the following changes in the Food
Stamp program:

Potential Additional Savings--Budget Authority/Outlays

[In millions of dollars]
Cost-of-Living Adjustments ------------------------------------------------ -300

Provide annual (rather than the current semi-annual) cost-of.living adjustments
each January for both benefits and allowable standard deductions. In addition, move
shelter cost adjustments to the same schedule. These adjustments would reduce fiscal
year 1980 budget authority and outlays by $90 million.

Eligibility Level ---------------------------------------------------------- 50
Limit eligibility for a family of four to an income level of $7,4 50 in fiscal year 1981.

Students ---------------------------------------------------------------- 60
Eliminate benefits for students, except for those who meet one of the following

criteria: under age 18 or over age 65, disabled, head of households, or working part-
time.

Assets Limitation ---------------------------------------------------------------- 20
Decrease from $1,750 to $1,500 the maximum liquid assets which a non-aged house-

hold can have and still be eligible for benefits.

Total -------------------------------------------------------------------- 430



* Action Required to Implement Recommendation
This recommendation could be achieved through floor amendments

to S. 1309, as reported in the House. The Committee on Agriculture
could offer the benefit changes as a Committee amendment.
* Outyear Impact of Recommendation

It is assumed that the fiscal year 1982 and 1983 savings would be
about the same as the fiscal year 1981 target, and that these savings
would be in part offset by the increased cost for the higher child care
and medical expense deductions. The recommendation includes the
CBO reestimate of the President's request.

6. LOW-INCOME ENERGY ASSISTANCE

* President's Budget Reestimated by CBO
In fiscal year 1980, the Congress appropriated $1,600 million in

budget authority and outlays for assistance to low-income families to
help meet their energy bills. This included $1,200 million in budget
authority and outlays for special energy allowances, of which $400
million was distributed to participants in the Supplemental Security
Income (SSI) program and $800 million was allocated to states for
distribution to low-income persons who needed assistance in defraying
the increase cost of energy, principally AFDC families. In addition,
$400 million in budget authority and outlays was made available for
distribution to states by the Community Services Administratioii
(Agency) under the Crisis Intervention program. The President's
request for $2,400 million in budget authority and outlays in fiscal
year 1981 assumes an increase of $800 million for the special energy
allowances and no increase for the Crisis Intervention program. The
fiscal year 1981 program would be funded with revenues from the wind-
fall profits tax and would be administered by the Department of
Health and Human Resources.
0 House Com'rittees' Views and Estimates

The Committee on Ways and Means recommends that the First
Budget Resolution assume the authorization of $3,115 million in
budget authority and outlays, which was agreed to in the conference on
the Crude Oil Windfall Profit Tax Act of 1980 (H.R. 3919). That
conference allocated 25 percent of the estimated revenue from the
windfall profits tax for assistance to lower-income families for heating
and cooling costs. Funding for such assistance, however, would be
subject to appropriations. Of the total appropriation, 95 percent would
be allocated to the states and the District of Columbia. These block
grants could be used to provide assistance to persons with incomes
less than the Bureau of Labor Statistics lower living standard, which
in 1979 averaged $11,600 for a family of four. States would develop
plans for the distribution of the funds, subject to approval by theSecretary of Health and Human Services. The remaining 5 percent,
of the appropriation would be reserved for the territories, the Com-
munity Service Administration's Crisis Intervention program, and
matching incentive grants to states.
* Recomnendation

The recommendation assumes that savings of $200 million in budget
authority and outlays below the President's request of $2,400 million.



This recommendation would represent an increase of $600 million
above the fiscal year 1980 appropriation. The decrease below the
President's request should be possible through improved administra-
tion, including targeting benefits on low-income persons who are
responsible for their own heating bills.
* Action Required to Implement Recommendation

A reduction below the authorization level through the appropria-
ticns process will be required.
* Outyear Impact of the Recommendation

The recommendation assumes that the funding for low-income
energy assistance in fiscal years 1982 and 1983 would be at the Presi-
dent s request $2.4 billion in budget authority and outlays.

7. CHILD NUTRITION LEGISLATIVE SAVINGS

* President'8 Budget Reestimated by CBO
The President proposes legislative savings totaling $458 million in

budget authority and $432 million in outlays from a number of changes
to Child Nutrition programs. In general, the President's savings pro-
posals are the same as those proposed in his fiscal year 1980 budget.

The proposals include:

[in millions of dollars]

Fiscal year 1981savings

Budget
authority Outlay

Reduce reimbursement to schools by 5 cents for each meal served to children
from families with incomes over $15.080 a year. Under current law, the per
meal subsidy will be 36 cents ---------------------------------

Limit eligibility for free lunches to children from families with incomes under
$9,000 a year and limit eligibility for reduced-price meals (10 cents) to
children from families with incomes between $9.000 and $15,080 a year ----

Exclude private sponsors employing private food vendors from the summer
food program -----------------------------------------------------

Reduce the reimbursement rate in the special milk program to 5 cents a half
pint from current level of 8.64 cents if the school participates in other child
nutrition programs -------------------------------------------------

Reduce child care equipment authorization from $6 to $4 million ----------

-158 -150

-197

-45

-56 -53
-2 -2

Total savings -------------------------------------------------- 458 -432

* Houe Commnittee8' View8 and Estimate8
The Committee on Education and Labor recommends that the First

Budget Resolution assume only the savings from the proposed change
to the Summer Food Program.

0 Recommendation
The recommendation assumes savings of $533 million budget author-

ity and $507 million in outlays. This includes the President's proposed
savings of $458 million in budget authority and $432 million in out-
lays plus savings of $75 million in budget authority and outlays from
providing annual cost-of-living increases in the reimbursement rates
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under Child Nutrition programs. This proposed reform parallels the

recommendations for the Food Stamp program and Federal employee

retirement systems, which like Child Nutrition programs are currently
adjusted twice a year for inflation.

0 Action Required to Implement Recommendation

The Child Nutrition programs are entitlement programs. Any

changes would require action by the Education and Labor Committee.

* Outyear Impact of the Recommendation
The recommendation would result in legislative savings above the

President's estimates by $125 million in budget authority and outlays
in fiscal year 1982 and $150 million in fiscal year 1983.

8. FUNDING FOR ENTITLEMENT LEGISLATION APPROVED BY THE HOUSE

* President's Budget Reestimated by JBO
The President's budget includes $39 million in budget authority and

$66 million in outlays to accommodate some of the provisions included
in the House-passed entitlement legislation, as shown in the following
table:

[In millions of dollars

Fiscal year 1981

Budget
authority Outlay

* Increased public assistance matching funds for Puerto Rico and other over-
seas jurisdictions --------------------------------------------- 26 26

* Increased funding for foster care programs ----------------------------- 13 13

* Changes to the earnings test in social security program ---------------------------- 27

Total ------------------------------------------------------- 39 66

* House Committees' Views and Estimates
The following table indicates the anticipated cost in fiscal year 1981

of entitlement legislation (other than the Social Welfare Amendments
of 1979 (H.R. 4904) which is addressed in Recommendation 3), which
has been approved by the House but has not yet been enacted into law:

[In millions of dollars)

Fiscal year 1981

Budget
authority Outlay

* Trade adjustment assistance amendments (H.R. 1543) ------------------- 147 147
* Legislation pertaining to the social security earnings test (H.R. 5295) 114
* Social Services and Child Welfare Amendments of 1979 (H.R. 3434) ------ 126 141
* Supplemental Security Income Disability Amendments of 1979 (H.R. 3464). 64 64
* Legislation pertaining to repayment of Federal unemployment loans to

States (H.R. 4007) ------------------------------------- -- -94 ........
* Legislation pertaining to treatment of retirement or pension benefits under

the unemployment compensation program (H.R. 5507) -------------------------- 200

Total ------------------------------------------------------ 243 678

I Revenue loss as well.



The Committee on Ways and Means, which has jurisdiction over all
the pending legislation discussed in this recommendation, indicated
in its March 7th report that the First Budget Resolution should in-
clude $147 million in budget authority and $261 million in outlays
to accommodate the cost of the changes to the Trade Adjustment As-
sistance program and the social security earnings test approved by the
House. The other legislation is all under the jurisdiction of th Sub-
committee on Public Assistance and Unemployment Compensation.
The following recommendation pertaining to this legislation as well
the H.R. 4904 is included in the March 7th report:

[T]he Committee on Ways and Means recommends that the fiscal
year 1981 budget assume that, as enacted, the cost of these bills will
not exceed the total amount contained in the President's budget for
the programs within the jurisdiction of the Subcommittee on Public
Assistance and Unemployment Compensation.
0 Recommendation

Consistent with the recommendation of the Committee on Ways
and Means, $147 million in budget authority and outlays is included
to accommodate the cost of the changes to the Trade Adjustment As-
sistance program (H.R. 1543) approved by the House last year and
favorably reported in the Senate. No additional funds are assumed in
addition to-the President's request of $39 million in budget authority
and $66 million in outlays to accommodate legislation under the juris-
diction of the Subcommittee on Public Assistance and Unemployment
Compensation. It is anticipated that the cost of all legislation, when
enacted, will be fully offset by other program reductions. Alterna-
tively, these initiatives could be deferred until fiscal year 1982. This
contingency is accommodated within the funding plan for the out-
years. The recommendation also assumes that the $114 million in out-
lays, which is the increase over the President's request needed to fi-
nance the changes to the social security earnings test approved by the
House (H.R. 5295), could either be delayed until fiscal year 1982 or
could be accommodated within the $138.4 billion in outlays that social
security is estimated to cost in fiscal year 1981.

* Action Required to Implement Recommendation
Achievement of this recommendation will require one of the fol-

lowing: enactment of legislative savings equal to the cost of entitle-
ment legislation which is enacted, achievement of administrative
savings or lower estimates which are validated in OMB and CBO
reestimates, or deferral of these initiatives until fiscal year 1982.

0 Outyear Impact of the Recommendation
The outyear impact accommodates the cost of the proposed legisla-

tion if implementation is deferred until fiscal year 1982.

9. DENTAL OF FEI)ERALLY-FINANCED UNEMPLOYMENT BENEFITS TO

FORMER CETA WORKERS

* President's Budg et Reestiated by 0BO
The President's budget includes about $200 million in budget author-

ity and outlays for unemployment benefits to former CETA workers
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and assumes no change in the current entitlement of these individuals

for Federally-financed unemployment compensation benefits.

9 Committee's Views and Estimates

The Committee on Ways and Means which has jurisdiction over

this component of unemployment compensation did not make any

comment on this program in its March 7th report.

* Recommendation
The recommendation assumes budget authority and outlay sayings

of $200 million from termination of unemployment compensation bene-

fits for former CETA workers. This recommendation is based on the

premise that individuals who have had CETA jobs for 18 months have

had an adequate opportunity to find regular employment.

* Action Required to Imple-ment Recommendation

A change in the Emergency Jobs and Unemployment Assistance

Act of 1974, as amended. Any change would require -action by the

Committee on Ways and Means.

10. REDUCTIONS IN REMAINING DISCRETIONARY PROGRAMS

* President's Budget Reestimated by CBO

The following table shows the funding levels included in the Presi-

dent's budget for the discretionary programs in this function other

than, salaries and expenses and the Food Stamp and Low-Income
Energy Assistance programs. Recommendations for funding for sal-

aries and expenses is addressed in Function 920: Allowances. Rec-
ommendations for funding the Food Stamp and Low-Income Energy
Assistance programs have been covered in previous recommendations

DISCRETIONARY FUNDING

Fiscal year 1981
Budget

authority Outlay I

Subsidized housing:
0 Sec. 8 and public housing ----------------------------------- 32,179 13
0 Other subsidized housing ------------------------------------ 1,309 431

Refugee assistance --------------- 598 347

Special supplemental food (WIC) program ------------------------------ 970 808
Unemployment compensation (State administrative expenses) ----------------------- 1,273

Total -------------------------------------------------------- 35, 056 2.872

I Excludes all outlays from obligational authority made available in prior years.

* House Comsmittees' Views and Estimates
The following programs were specifically mentioned in March 7

reports:
Subsidized Housig.-The Committee on Appropriations notes that

the strong concern which it expressed at the beginning of the Section
8 program about the "potential for enormous costs" has been war-
ranted. As a result that Committee currently has underway an investi-



gation of the Section 8 program which it indicates will be reviewed
carefully in allocating funding for the program. At the same time,
that Committee indicates that the net overall change in budget au-
thority and outlays for the Department of Housing and Urban Devel-
opment will not be significant. The Committee on Banking, Finance,
and Urban Affairs has reported that its funding -recommendations for
subsidized housing will be transmitted after the President. announces
his proposed revisions to the budget.

Refugee Assistane.-The Committee on Appropriations expresses
concern about -the cost of refugee assistance, noting that the funding
in fiscal year 1981 is expected to triple over the amounts required in
fiscal year 1979. That Committee indicates that "Congress must re-
view carefully whether this level of benefits is necessary to accomplish
the task of assimilating these new immigrants into American society."
The Judiciary Committee recommends that the President's request be
assumed.

Special Supplemental Food (WIC) Program.-The Education and
Labor Committee indicates that it will approve the increase of $46 mil-
lion in the authorization for the -Special Supplemental Food (WIC)
program which will be necessary before the full President's request
can be appropriated.
0 Recommendation

Tbe recommendation assumes reduction of $57 million in budget au-
thority and outlays in discretionary programs in this function, which
could "be achieved through appropriations or administrative actions.
For example, the Appropriations Committee expressed concern in its
Committee views and estimates about the cost, of subsidized housing
and refugee assistance. The recommendation also notes that the fund-
ing increases for the Special Supplemental Food (WIC) program
have been dramatic in recent years. When the program started in fiscal
year 1972, funding was $20 million. By fiscal year 1979, funding had
increased to $570 million, and the fiscal year 1981 request is for an in-
crease of $400 million over that level.

There is also a potential outlay savings in subsidized housing if the
minimum rent were to be increased from 25 to 30 percent of net income.
Under the Housing and Community Development Amendments of
1979, the Department of Housing and Urban Development currently
has the authority to require that tenants pay up to 30 percent of their

net income for rent. The Congressional Budget Office has estimated
that an increase in rent, phased in over three years, could achieve out-
lay savings of about $100 million in the first year and $1 billion in fis-
cal year 1985.

SA etion Required to Implement Reconmendation

Reductions through the appropriations process and/or action of the

Department of Housing and Urban Development to increase tenant
rent in subsidizing housing projects.

* Outyear Impact of the Recommendation
Because the recommendation does not specify where the reductions

should be made, it is assumed that the outyear impact is the same as

the assumed reduction in fiscal year 1981.
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COMPARISON OF PRESIDENT'S BUDGET AND FIRST BUDGET

RESOLUTION FOR FISCAL YEAR 1981

[In billions of dollars]

President's
budget Jan. 28,

1980 re- First budget
estimated resolution Difference

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

Social security (current law) ----------- 131.7 138.5 131.7 138.5 ---------------
Legislative savings ---------------- .2 -. 1 .2 -. I----------

Special benefits for disabled coal miners- 2.0 2.0 2.0 2.0

Railroad retirement (current law) ----- 4.8 5.2 4.8 5.2-------------

Legislative savings --------------- +. 2 -. 1 +.2 --. - -

Other -------------------------------------- 1 . .---------. I ----------

Subtotal, general retirement --------- 138.9 145.6 138.9 145.6-------------

Federal employee retirement and disability:
Current law ------------------------- 21.1 17.3 27.1 17.3 -------------

Legislative savings --------------------------------------- -. 6 -------- -. 6

Subtotal, Federal employee re-
tirement and disability ----- 21.7 17.3 27.1 16.7 -------- -. 6

Unemployment compensation:
Current law ------------------------- 19.8 18.9 19.8 18.9 ---------------
Legislative initiative: Trade adjust-

ment assistance--------------------------------.1 .1 .1 .1
Legislative savings ------------------------------- -. 2 -. 2 -. 2 -. 2

Subtotal, unemployment com-
pensation ------------------ 19.8 18.9 19.7 18.8 -. -. I

Public assistance and other income supple-
ments:

Subsidized housing---------
Child nutrition (current law) -

Legislative savings -

Food stamps --

Legislative savings
Low-income energy assistance --------

Cash assistance:
Supplemental security income ------
Aid to families with disabled

children
Legislative savings -

Refugee assistance
Earned income tax credit -_ -
Other ......

33.5 6.6 33.5 6.6 --------
5.5 5.2 5.5 5.2 -- -----

-.5 -.4 -.6 -.5 -.1
9.8 9.9 9.8 9.9 --- ----
-.1 -.1 -.5 -.5 -.4
2.4 2.4 2.2 2.2 -. 2

7.0 7.0 7.0 7.0 --------

7.6 7.4 7.6 7.4 --------
-.2 -.2 -.5 -. 5 -.3
.6 .5 .6 .5 ---------
1.6 1.6 1.6 1.6 ---------
.3 .3 .3 .2 --------

Subtotal, public assistance and other 67.4 40.2 66.4 39. 1 -1.0 -1.1
Undistributed reductions in discretionary

appropriations ------- ----------------------------. 1 - . -. -. I
Welfare reform transfer from allowances . .. 8 .8---. 8 -. 8

Total ..... 254.1 222.8 252.1 220.1 -2.0 -2.7

Note: Totals may not add due to rounding.

-. I

_4
.2



FUNCTION 700: VETERANS BENEFITS AND SERVICES

The Committee recommends $21.7 billion in budget authority and
$21.2 billion in outlays for this function. These totals represent de-
creases of $0.4 billion in budget authority and $0.2 billion in outlays
from the President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- author- author-

ity Outlays ity Outlays ity Outlays

President's budget request, Jan. 28, 1980-...
1. Reestimates (by CBO):

Changes due to economic as-
sumptions--

Other reestimates --------------

President's budget reestimated_

Major policy recommendations:
2. 1981 impact of 1980 supplementals -.
3. Education and training spending ini-

tiatives --------------------
4. Reductions in remaining discretionary

programs ------------------
5. Legislative savings ----------------

Total difference--------------

Committee recommendation -------

2..7 21.7 23.8 23.2 24.9 24.6

-. 6 -. 3 -. 3 -. 2 -. 2 -. 1

22.1 21.4 23.6 23.0 25.1 24.7

-----------------------------------------------

() (1) (1) (1) (1) (

-. 4 -. 2 -. 2 -. 2 -. 1 -. 3
.7.223..4..22..8..25..0..24...4...

-. 4 -. 2 -. 2 -. 2 -. 1 -. 3

21.7 21.2 23.4 22.8 25.0 .24.4

I Less than $50,000.000.

EXPLANATION OF COMmITTEE RECOMMENDATIONS

1. REESTIMATES

The recommendation includes the following CBO reestimates, which
are explained in the text following the table.

Change due to economic a8surrlptions
None.

(133)
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Other reestimates
(In millions of dollars, fiscal year 1981]

Differences:
President's budget

reestimated
plus or minus

President's budget original budget
President's budget reestimated submission

Budget Budget Budget
authority Outlays authority Outlays authority Outlays

Compensation ---------------- 7,508 7,471 7,508 7,599 ---------- -- 128
COLA legislation (13

percent) --------------- 923 846 988 909 +65 +63
Pensions ------------------- 4,074 4,032 3,434 3,546 -640 -486
Readjustment benfts --------- 1,822 1,837 1,678 1,712 -144 -125

COLA legislation (10
percent) 180 180 286 271 +106 +91

GI bill extension .......... 63 63 45 45 -18 -18
Other --------------------- 8,146 7,302 8,146 7,310 ---------- +8

Total 22,716 21,731 22,085 21,392 -631 -339

CBO's upward reestimate in compensation is based on assumptions
of higher average benefits for veterans and survivors. The dramatic
cost decline in the pension program is based on CBO's examination of
preliminary data from annual income questionnaires which became
available after the President's budget was submitted. That data indi-
cates that higher-than-estimated numbers of pensioners are being
dropped from the pension caseload because of excess income. CBO also
projects a faster decline in the caseload than the administration
forecasts.

The 'readjustment benefit reestimates nearly offset one another:
the current law program level was reestimated downward on the basis
of participation rates; the cost-of-living adjustment legislation is
estimated upward because CBO believes an increase will attract nearly
55,000 new trainees.

1981 IMPACT OF 1980 SUPPLEMENTAL

President's Budget Reestimated by CBO
The President's budget includes a request for the following fiscal

year 1980 program supplementals:

BUDGET AUTHORITY

[In millions of dollars]
Veterans compensation payments------------------------------------------ 55
General operating expenses (GOE) --------------------------------------------- 13
Construction ---------------------- ---------------------------------

Total ---------------------------------------------------------------------- 72

The President's $55 million compensation supplemental is requested
to cover a portion of the 9.9 percent cost-of-living adjustment which
became effective last October.



The GOE supplemental is requested to provide 449 man-years of
additional average employment in the Department of Veterans
Benefits. Additional personnel are needed to process compensation,
pension and education benefits which were scheduled to be processed
automatically by the TARGET system which has been delayed.

-Construction funds are requested for advance planning of the
expanded multiyear medical facility construction program.
0 Second Budget Resolution for Fiscal Year 1980

The Second Budget Resolution for Fiscal Year 1980 assumed that
a supplemental of approximately $600 million would be required to
fund the October, 1979, cost-of-living adjustment in veterans' com-
pensation payments.

* Recommendation
The recommendation does not assume that these fiscal year 1980

supplementals will be enacted.
CBO's reestimates of the VA compensation and pension accounts

indicate that excess budget authority in the pension account will be
sufficient to cover any requirements in the compensation program.
There is transfer authority in the appropriation language for these
accounts which permits this action. The recommendation therefore,
assumes that the appropriation of an additional $55 million will not
be necessary.

The administration's $17 million request for general operating ex-
penses and construction is not assumed because it is expected that such
a small sum can be absorbed in a $21 billion function or the projects
delayed until a later date.

0 Action Required to Implement Recomnmendation
Implementation of the recommendation would require that the sup-

plemental appropriations request be denied in the appropriations
process.

0 Outyear Impact of Recomnmendation
This recommendation reduces fiscal year 1981 outlays by $6 million

and has no further effect on the outyears.

3. EDUCATION AND TRAINING SPENDING INITIATIVES

* President's Budget Reestimated by CBO
The President's budget includes $340 million in budget authority

and $325 million in outlays for legislative proposals to:
0 Provide a 10 percent cost-of-living adjustment (COLA) in GI

Bill education benefits because the escalating cost of living
has reduced real GI Bill education and vocational rehabilita-
tion benefits ($286 million in budget authority and $271 mil-
lion in outlays).

* Provide a 2-year extension of GI Bill eligibility for Vietnam-
era veterans who are pursuing on-the-job training or a high
school diploma ($45 million in budget authority and outlays).

* Enhance the vocational rehabilitation program for service-
disabled veterans by eliminating a time limit on eligibility,
increasing length of training from 48 to 64 months, providing



additional counseling and other improvements ($8 million in
budget authority and outlays).

0 House Committees Views and Estimates

The Veterans' Affairs Committee's March 15 Report requests new
entitlement authority for a 15 percent cost-of-living increase in GI
Bill education benefits, estimated by CBO to cost $429 million in
budget authority and $407 million in outlays in fiscal year 1981. The
Veterans' Affairs Committee 'also requests approximately $13 million
to cover provisions of H.R. 5288, Veterans' Rehabilitation and Edu-
cation Amendments of 1979, which passed the House last year. This
legislation would provide additional vocational rehabilitation services
and an increase in subsistence allowance for veterans in the VA voca-
tional rehabilitation program.
* Recommendation

The recommendation assumes $312 million in budget authority and
$297 million in outlays to accommodate a 10 percent cost-of-living
increase in GI bill education payments and the House-passed voca-
tional rehabilitation legislation (H.R. 5288). Other new spending
requests of the President are not assumed in the recommendation.'

It is recognized that inflation has eroded real benefits in veterans'
readjustment benefits, and that the CPT has risen significantly since
the last rate adjustment (October, 1977). However, a cost-of-living
adjustment commensurate with the inflation rate since October, 1977
would be prohibitive due to the severe budgetary constraints that
exist. The cost would be $981 million in budget authority for the first
year and $4 billion over the next five years.

Although the Senate has already passed a 15 percent GI Bill
increase and the House Veterans' Affairs Committee's March 15
Report states that the committee will recommend an increase higher
than the President's request, probably 15 percent, the recommendation
assumes new entitlement authority of $286 million to fund
the President's proposed 10 percent rate increase in GI Bill benefits.:
This recommendation is considered more than reasonable in a year
of fiscal austarity.

H.R. 5288, the Veterans Rehabilitation and Education Amend-
ments of 1979, which passed the House last session, was recommended
in both Budget Resolutions for fiscal year 1980. The $26 million
bill will provide for improved services and benefit increases
to service-disabled veterans. (Legislative savings of $13 million in
H.R. 5288 are discussed in recommendation #5). The recommenda-
tion assumes enactment and implementation of the House-passed
version of this legislation in fiscal year 1981.
* Action Required to Implement Recommendation

The 10 percent cost-of-adjustment assumed in this recommendation
would have to be acted on by the House Veterans' Affairs Committee.



* Outyear Impact of Recommendation

[In millions of dollars]

Fiscal year-

1981 1982 1983

President:
Budget authority --------------------------------- 340 380 291
Outlays ---------------------------------------- 325 387 297

House Committee views and estimates:
Budget authority ------------------------- 456 498 416
Outlays- 434 607 425

Recommendation:
Budget authority - -- 312 341 286
Outlays ---------------------- 297 348 292

4. REDUCTIONS IN REMAINING DISCRETIONARY PROGRAMS

0 President's Budget Reestimated by CBO
The President's budget proposes a major expansion in the Veterans

Administration medical facility construction program, beginning
with -a fiscal year 1981 increase of 67 percent over the fiscalyear 1981
level. The budget request for medical facility construction is $660
million in budget authority and $370 million in outlays to fund one
new replacement hospital, with little impact in 1981 ($15 million)
but substantial outyear costs; 7 nursing homes; 5 outpatient addi-
tions; 8 clinical improvements; and a number of general improve-
ments. The administration's long-range plan for VA construction
would rapidly accelerate budget authority requests for construction,
pushing the construction program to $1 billion by fiscal year 1984.
In addition, the President's budget includes approximately $6.3 bil-
lion to fund hospital and medical care and other discretionary items.
Nearly $1.2 billion of this amount is for equipment, transportation,
travel, supplies, and land purchases.
* House Committees' Views and Estimates

The Veterans' Affairs Committee approves the VA construction
program, but requests approximately $50 million more than the Presi-
dent's budget for ongoing medical care, research, and assistance for
health manpower training institutions. The Veterans' Affairs Com-
mittee also requests $74 million to cover medical care legislation pro-
posed for fiscal year 1981.
0 Recommnendation

The recommendation for VA construction follows a general policy
of constraining non-critical discretionary spending. Thus, the assumed
budget authority for construction is $400 million, with associated
outlays of $274 million in fiscal year 1981, Which is the 1980 appro-
priated level. These amounts represent a reduction of approximately
$260 million in budget authority and $100 million in outlays from
the President's medical facility construction budget. It is assumed
that the Veterans Administration can defer some construction proj-
ects until the economy has improved and there is greater avail-
ability of funds for new initiatives. This recommendation also reflects
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the view that more specific construction priorities should be estab-
lished and more fundamental justifications required before new con-
struction funds are appropriated. In addition, the recommendation
assumes a $100 million reduction in outlays in other discretionary
programs. This undistributed reduction could be achieved by decreas-
ing non-essential accounts such as equipment or supplies, limiting
direct housing loans, or through rescinding the unobligated balances
in the Assistance for Health Manpower Training Institutions account.
The recommendation does hot assume that reductions in vital medical
care services will be necessary.
* Action Required to Implement Reduction

Implementation of the recommendation would require that the
President's budget request be reduced in the appropriations
process.
0 Outyear Impact of Recommendation

Budget year decisions about major construction projects create
significant spending impacts on the outyear because of the long lead
time required in construction starts. The recommendation's multi-
year budget reflects the fiscal year 1981 decision to hold major discre-
tionary programs at the fiscal year 1980 appropriation level and per-
mit the deferred programs to be reinstated in the outyears.

[In millions of dollars]

Fiscal year-

1981 1982 1983

President:
Budget authority --------------------------------- 7,022 7,512 7,919
Outlays - - - - 6,724 7,160 7,866

Recommendation:
Budget authority ------------------------------ 6,622 7,335 7, 8t7
Outlays ----------------------- 6,517 7,002 7,521

5. LEGISLATIVE SAVINGS

* Presidents Budget
The President's budget a number of legislative savings proposals

which are listed below with the administration estimates of the savings
that would be achieved in fiscal year 1981.

[In millions of dollars

Budget
authority Outlays

Elimination of flight training benefits----------------------------------46 -46
Elimination of correspondence training benefits -----------. -------------- -46 -46
Termination of predischarge education program (PREP) I I

--- -- -- -- -- -- - 3 -3Elimination of presumptive eligibility for dental benefits I year after military
separation---------------------------------------------------32 -32

Reimbursement from third parties for VA medical care provided to veterans
with non-service-connected disabilities (non-pensioners) ----------------- -321 -321

Total -------------------------------------------------------- -413 -413



* House Comminittees' Views and Estimates
The Veterans' Affairs Committee includes the following legislative

savings proposals in its March 15 Report recommendation:

[In millions of dollars]

Budget
authority Outlays

" Elimination of predischarge education program (PREP) ----------------- -3 -3
" Limitation on GI bill benefits to incarcerated veterans ------------------ -3 -3
" Modification of debt collection procedures - 10 -10

Total --------------------------------------------------- -16 -16

The Appropriations Committee's March 15 Report states that it is
"unlikely that all of these [President's savings] proposals will become
law in fiscal year 1981, and the budget is understated accordingly."

* Recommendation
The Committee recommendation assumes that $400 million in legis-

lative savings could be achieved in a number of ways, such as com-
bination of the following proposals or other legislation recommended
by the Veterans' Affairs Committee.

* Medical Care Savings
The President's proposal to recover costs for medical care provided

to veterans with non-service-connected disabilities offers the greatest
possibility for savings. This proposal, estimated by the administration
to save $321 million in fiscal year 1981 (and estimated by CBO to save
$213 million), would prohibit insurance companies from refusing to
reimburse the VA for the cost of care which would otherwise be reim-
bursed. This proposal is not assumed to affect veterans with service-
connected disabilities or non-service-disabled veteran pensioners. It is
targeted at younger veterans who are paying for insurance, yet pre-
sent no liability to the insurance companies. The Veterans' Affairs

Committee has not acted on this proposal, yet it appears to be a reason-
able method of recouping hundreds of millions of dollars each year.

This is an example of an area where substantial savings could be

achieved. If the Veterans' Affairs Committee is reluctant to act on the

reimbursement proposal, it could propose alternatives which would
effect similar savings, for example, under current law, veterans who
are compensation or pension beneficiaries are eligible for VA medical

care without regard to ability to pay for care. However, VA medical
care and treatment for all other veterans is contingent upon a veteran's

inability to defray the expenses of necessary hospital or nursing home

care. The only statutory requirement in this regard is that the appli-
cant sign a form under oath that he or she is unable to defray neces-

sary expenses. The law does not require evidence of income or assets,

and it is quite conceivable that a veteran in the upper income bracket

could avail himself of VA hospital or nursing home care in violation of

the letter and spirit of the law.
The VA medical care system now costs ov er $6 billion per year.

It is unreasonable to expect taxpayers to subsidize the medical care



and treatment of veterans with high incomes or health care insurance
coverage. The recommendation assumes that the Veterans' Affairs
Committee will favorably consider the third-party reimbursement pro-
posal of the President or some other measure to limit eligibility for
VA medical care to truly needy veterans.

* Travel Expenses
The Veterans Administration estimates that approximately 60 per-

cent of travel reimbursement funds paid to veterans traveling to and
from medical facilities is paid to veterans with non-service-connected
disabilities who are seeking non-emergency treatment. CBO estimates
that eliminating travel cost reimbursement except in emergency cases
would result in approximately $50 million savings the first year and
about $250 million over a 5-year period. Eliminating these benefits
or limiting reimbursement for travel would yield significant savings
and should be considered a viable savings alternative.

* Class II Dental Treatment
Veterans are eligible for VA dental treatment within one year after

military discharge as if dental problems were service-connected. The
President's budget assumes the elimination of this provision in its fis-
cal year 1981 budget. CBO estimates that terminating these benefits
would result in approximately $36 million in savings in fiscal year
1981.

* Read frustment Benefits
For several years the President has proposed the elimination of flight

and correspondence training benefits. These benefits were designed to
enhance readjustment to civilian life, to provide training for basic
employment. However, it has become clear that these programs are not
serving their intended goals, that the training is used for recreational
purposes and does not lead to professional full-time employment.
Action could be taken this year to eliminate. these benefits and the Pre-
discharge Education Program (PREP). CBO estimates that approxi-
mately $60 million in savings would result from termination of these
benefits.

* Debt Collection
The Veterans Administration is currently seeking repayment of

$400 million in overpayments of educational assistance payments. In
addition, there is approximately $200 million in debts which the VA
has ceased to pursue. There have been several proposals to recover
these debts, and one provision is contained in legislation which has
passed both Houses of Congress. It is urged that this provision be
implemented this year. The Veterans' Affairs Committee has incor-
porated one such recommendation in H.R. 5288 and recommends that
$10 million in fiscal year 1981 savings be assumed from its passage.
This recommendation strongly supports that action and other measures
which may be taken to recoup these monies.
* Pension Program

Under current law veterans' surviving spouses are eligible for pen-
sion benefits equal to two-thirds of a veteran's pension without regard
to age or disability. This is in contrast to the requirement that veteran
pension beneficiaries be age 65 or over or totally disabled (in addition



to income criteria). If equal eligibility standards and benefits were
implemented for surviving spouses, CBO estimates that approximately
$35 million would be saved the first year. It is recommended that this
proposal be closely examined by the Veterans' Affairs Committee
during the coming year with a view toward reform.
0 Denial of VA Benefits to Veterans Who Have Not Completed a Full

Enlistment
CBO estimates that approximately $3 million could be saved in

fiscal year 1981 from denying VA benefits to veterans who do not
complete a full term of military enlistment. The savings would be
due to reductions in the Federal matching portion of the post-Vietnam
veterans education program. The only other benefit for which this
group is eligible is medical care. However, these early discharged
veterans are young and will not require a substantial amount of med-
ical care for some time. Thus, any significant medical care savings
would result in the future.
* Outyear Impact of Recommendation

[In millions of dollars]

1981 1982 1983

President's request ------------------------- ----------- -413 -445 -433
Recommendation ------------------------------------ - 400 - 445 -433

Although no specific legislative proposals are -assumed in the rec-
ommendation, the recommendation accepts the President's estimate of
outyear savings as an achievable target.

COMPARISON OF PRESIDENT'S BUDGET AND FIRST BUDGET
RESOLUTION RECOMMENDATIONS FOR FISCAL YEAR 1981

[In billions of dollars]

Resolution.
President's First budget plus (+)

budget resolution minus (-)
reestimated recommendation President

Budget Budget Budget
author- Out- author- Out- author- Out-

ity lays ity lays ity lays

Income .ecurity:
Compensation ----------------------- 7. 5

Proposed COLA ----------------- 1.0
Pensions ---------------- - 3.4
Other income security- - .8

Subtotal --

Education and training:
Readjustment benefits -----------------

Proposed COLA_
GI bill and vocational rehabilitation

legislation-
Legislative savings.

7.6 7.5 7.6 --
.9 1.0 .9 - - --

3.5 3.4 3.5 - - -
.7 .8 .7 - -- -

12.7 12.7 12.7

1.7 1.6 1.7 1.6 -- ---- --
.3 .3 .3 .3 -

.05 .05 (2) () (2) (2)--. I - 1 (2) (1) () (1)

2.0 1.9 2.0 1.9-------------Subtotal--
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COMPARISON OF PRESIDENT'S BUDGET AND FIRST BUDGET RESO-
LUTION RECOMMENDATIONS FOR FISCAL YEAR 1981-Continued

[In billions of dollars]

President's
budget

reestimated

Budget
author- Out-

ity lays

Resolution.,
First budget plus (W)

resolution minus (-)
recommendation President

Budget Budget
author- Out- author- Out

ity lays ity lays-

Hospital and medical care:
Medical care ---------------------- 6.2 6.1 6.2 6.1 ----------------

Legislative savings -------------- .4 -4 (2) (2) (2) (2)

Construction ------------------------. 7 .4 .4 .3 -. 3 -.
Administration and other --------------. 2 .2 .1 .I -. 1 -. 1

Subtotal ------------------------ 6.7 6.4 6.7 6.5 -. 4 -. 2
Housing and other --------------------. 7 .4 .7 .4
Legislative savings ------------------ .4 -. 4 -. 4 -. 4

Function total ------------------- 22.1 21.4 21.7 21.2 -. 4 -. 2

1 Less than $50,000,000.
2 The first resolution recommends $400,000,000 in undistributed legislative savings.
Note: Detail may not add to totals due to rounding.



FUNCTION 750: ADMINISTRATION OF JUSTICE

The Committee recommends $4.2 billion in budget authority and
$4.6 billion in outlays for this function. These totals represent decreases
of $0.5 billion in budget authority and $0.1 billion in outlays from the
President's budget reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981
budget

Budget
author-

ity Outlay

Fiscal year 1982
plan

Budget
author-

ity Outlay

Fiscal year 1983
plan

Budget
author-

ity Outlay

President's budget request, Jan. 28, 1980 .
1. Reestimates (by CBO):

Changes due to economic as-
sum ptions ----------------

Other reestimates --

President's budget reestimated_

Major policy recommendations:
2. 1981 impact of 1980 supplementals-...
3. Law enforcement assistance adminis-

tration - . ---

Total difference - -

Committee recommendation

4.7 4.7 4.9 4.9 5.0

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

4.7 4.7 4.9 4.8 5.0 5.0

-. 5------------.6.--.3.--.6.......4.

-. 5 -. 1 -. 6 -. 3 -. 6 -. 4

-. 5 -. 6 -. 6 -. 3 -. 6 -. 4

4.2 4.6 4.3 4.5 4.4 4.6

'Less than $50,000,000.

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES
0 Recommendation

Various small CBO reestimates have been made of the President's
budget request which reflect historical spendout patterns. The largest
reestimate is a $30 million decrease in outlays for the Law Enforcement
Assistance Administration. Including other smaller reestimates the
total fiscal year 1981 changes are increases of $31 million in budget
authority and $5 million in outlays.

The decreased outlay reestimates for fiscal year 1982 reflect a slower
spendout projection for the Law Enforcement Assistance program.

2. 1981 IMPACT OF 1980 SUPPLEMENTALS

* President's Budget Reesthnated by CBO
A number of small Department of Justice supplementals have been

requested by the President for fiscal year 1980. The requested supple-
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mentals are for salary and expenses, which for the most part spend out
in fiscal year 1980, with a small carry over into fiscal year 1981. The
President's requests for fiscal year 1980 Administration of Justice
supplement-als are as follows:

[In millions of dollars]

Fiscal year-

1980
budget

Program authority 1980 outlays 1981 outlays

I. Department of Justice, legal salaries and expenses ------ 4.0 2. 4 - 1.6
2. Department of Justice, attorneys' and marshals' salaries_ 9. 7 9. 1 0.6
3. Immigration and Naturalization Service, salaries and

expenses 1.6 1.4 0.2
4. Secret Service, salaries and expenses------------- 13.6 11.6 2.0

0 Second Budget Resolution for Fiscal Year 1980
The Second Budget Resolution did not assume any Justice

supplements.
* Recommendation,

The Committee. assumes enactment of the proposed Presidential
supplemental for the Secret Service as reestimated by the Congres-
sional Budget Office with total budget authority of $13.6 million and
outlays of $11.6 million. Other supplementals are assumed to be ab-
sorbed as part of overall administration expenses.
* Outyear Impact of Recommendations

Of the $13.6 million in budget authority for the fiscal year 1980
Secret Service supplemental recommended by the President, $11.6
million would spend out in fiscal year 1980 and $2.0 million in fiscal
year 1981.

3. LAW ENFORCEMENT ASSISTANCE ADMINISTRATION

* President's Budget Reestimated by CBO
The President requested $521 million in budget authority and $560

million in outlays for Law Enforcement Administration Assistance
programs. In addition, $50 million in budget authority and $47 million
in outlays was requested by the President for the National Institute
of Justice and the Bureau of Justice Statistics.
* Committees' Views and Estimates

The Committee on the Judiciary's Majority March 15 report did not
comment on the funding level for law enforcement assistance pro-
grams. The March 15 letter from the Committees' Minority supports
full funding for the Law Enforcement Administration Assistance
programs.
* Recommendation

The Committee recommends the elimination of the entire Law En-
forcement Assistance program, a reduction of $521 million in budget



authority and $89 million in outlays for fiscal year 1981. The recom-
mendation allows for the continuation of the National Institute of
Justice and the Bureau of Justice Statistics at the requested funding
level of $49.5 million. A substantial amount of Law Enforcement
Assistance Funding will continue in fiscal year 1981 in the form of
prior year outlays which represents contractual agreements from
previous years. The recommendation is based on the Committee's
view that LEAA support for law enforcement and criminal justice
activities has had minimal impact on local systems. Moreover, there
is some evidence to indicate that States and local governments will
continue to support useful projects out of local or State revenues.

* Action Required to Implement Recom'mendation
The Committee recommendation can be implemented through the

appropriations process and it is assumed that no new authorizations
will be provided for the Law Enforcement Assistance programs.

* Outyear Impact of Recommendation
The Committee recommendation to eliminate the. entire Law En-

forcement Assistance programs is reflected in the outyears as well.
Outlay savings increase to approximately $300 million in 1982 and
$445 million in 1983 as projected new outlays associated with the
fiscal year 1981 budget request and subsequently the 1982 and 1983
budget request are foregone.



FUNCTION 800: GENERAL GOVERNMENT

The Committee recommends $4.7 billion in budget authority and
$4.6 billion in outlays for this function. These totals represent de-
creases of $0.1 billion in budget authority and $0.1 billion in outlays
from the President's budget as reestimated by CBO.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

(In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
aauthor- uthor- author-

ity Outlay ity Outlay ity Outlay

President's budget request, Jan. 28, 1980 ---
1. Reestimates (by CBO):

Changes due to economic as-
sumptions

Other reestimates_-.

President's budget reestimated_

Major policy recommendations:
2. 1981 impact of 1980 supplementals-__
3. Additional funds for Internal Rev-

enue Service examinations and
collections ............

4. Administrative and overhead cost
savings in the legislative branch ....- -

5. Reduction in the Executive Office of
the President --------------------

Total difference ....

Committee recommendation ---

4.9 4.9 5.3 5.1

4.7 5.1

-. I -. I -. I

5.0 5.1

4.8 5.0 4.9

-. I -. I

-. 1 - I -. 0 -. 1 -. 9 -.

4.7 4.6 5.0 4.7 4.9 4.8

I Less than $50.000.000.

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES

The reestimate for this function is the net, effect of individual
reestimates of scores of accounts and offsetting receipts. The reesti-
mates are based on CBO analysis of historical outlay and receipt
patterns. The largest estimates are a $66 million increase in mineral
receipts in the Alaska Natiie Fund and a $56 million reduction in the
outlay estimates for the Federal Buildings Fund. The majority of
the individual reestimates are less than $5 million.
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-. 1 -. 2 -. 2 -. 3 (1) -. 2
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2. 1981 IMPACT OF 1980 SUPPLEMENTALS

* President's Budget Reestimated by CBO
The President's 1981 budget includes the following 1980 supple-

mental appropriation requests in function 800:

[in millions of dollars]

1980

Budget 1981
authority Outlays Outlays

Discretionary supplementals:
Legislative branch:

House of Representatives--ontingent expenses_
Temporary Commission on Financial Oversight

of the District of Columbia --------------
Government Printing Office---------------

Executive Office of the President: Counfil on Wage
and Price Stability -----------------------------

General Services Administration:
Increase in limitation on construction and repair

of Federal buildings ------------------------
National Archives and Record Service ----------
Office staff for former Presidents------------

Department of the Interior:
Eastern Indian land claims settlements ---------
Grant to the new Commonwealth of the Northern

Marianas Islands -------------------------
Trust Territory of the Paciffic Islands ----------

Department of the Treasury:
Payments to Guam, Virgin Islands, and American

Samoa -----------------------------------
Bureau of the Public Debt: Expenses of savings

bond redemptions --------------------------
Other agencies:

Merit Systems Protection Board expenses-
Commission on Executive, Legislative, and Judi-

cal Salaries ------------------------------
Navajo and Hopi Indian Relocation Commission-

Mandatory supplemental: Office of Personnel Manage-
ment: Payment to the Civil Service retirement and dis-
ability fund ........................................

T o ta l -----------------------------------------

7.4

6.5
.8

.5

(45.0)
3.0
.1

8.0

3.3
6.1

2.0

7.2

1.0

.2

.2

7.4

1.5
.6

.5 --

38.9 6.1
3.0
.I -----------

8.0 .... -.---

1.5

2.0 -- ----

7.2 -. ---

1.0 -- ------

.2 - ------

.2 -----

376.8 376.8 -- ------

423.1 455.3 11.3

* Second Budget Resolution for Fiscal Year 1980

The Second Biidget Resolution for 1980 assumed a supplemental

payment to the Civil Service Retirement and Disability Fund of $357

million. No discretionary supplementals were assumed in the Second

Resolution.

* Recomendation
The recommendation assumes absorption within current appropri-

ations of the Government Printing Office supplemental ($800 thou-

sand), one-half of the National Archive and Record Service

supplemental ($1.5 million), the Merit Protection Board expenses

supplemental ($1.0 million), and the Navajo and Hopi Relocation

Commission supplemental ($200 thousand). The absorption of these



administrative expenses is consistent with the across-the-board admin-
istrative savings recommended for 1981.

* Action Required to Im/plement Recommendation
A reduction in 1980 supplemental appropriations would lbe required

for the items recommended for -reduction or deletion.

a Outyear Impact of the Recommendation
The recommended supplemental appropriations woulk have esti-

mated 1982 outlays of $11 million and 1983 outlays of $2 million, the
same impacts estimated in the President's budget.

3. INTERNAL REVENUE SERVICE EXAMINATIONS AND COLLECTIONS

* President's Request as Reestimated by IBO
For fiscal year 1981, the President's budget requests $1,404 million

for Internal Revenue Service (IRS) examinations and collections ac-
tivities. This is $62 million above the 1980 budget authority, includ-
ing 1980 civilian pay increase supplemental requests. The $1,404 mil-
lion for 1981 would support 51,400 examinations and collections posi-
tions and related expenses.
* House Committees' Views and Estimates

The Appropriations and Ways and Means Committees make no
recommendation to change IRS staffing from the President's request.
* Recommendation

The Committee's recommendation assumes $50 million above the
President's budget request for examining and auditing tax returns
and collecting unpaid taxes. The IRS estimates that every additional
dollar appropriated for tax examination activities generates $4 to $5
of tax revenues and that every additional dollar appropriated for the
collection of unpaid accounts generates $18 to $20 of revenues. As-
suming 90 percent of the additional appropriation is allocated to
examinations and audits and 10 percent to collections, the $50 million
appropriation increase would generate an estimated $298 million of
additional revenues and reduce the deficit by an estimated $248 mil-
lion in 1981. The $50 million increase would support about 1,700 addi-
tional IRS staff and related administrative expenses.
* Action Required to Implement Recommendation

An additional $50 million would have to be appropriated for IRS
examinations and collections.
* Outyear Impact of the Recommendation

The 1981-1985 cumulative 5-year effect of this recommendation
would be to increase gross revenues by an estimated $1.5 billion, net
revenues by an estimated $1.2 billion, and IRS administrative expen-
ditures by $250 million.

4. LEGISLATIVE BRANCH ADMINISTRATIVE SAVINGS

0 President's Request as Reestimated by CBO
The President is expected to announce in his package of budget

revisions measures to achieve $598 million of savings in the overhead



and administrative expenses of the Executive Branch. This amountsto 2 percent of the estimated 1981 administration and overhead costs.In the January budget, the administration estimated that Federal
Legislative functions would require $1,065 million in budget author-
ity and $1,081 million in outlays in 1981.
SHouse Committees' Views and Estimates
The House Administration and Appropriations Committees make

no recommendations for changes in Legislative Branch administra-
tive costs.
* Recommendation

The Committee assumes administrative cost savings in the opera-
tion of the Legislative Branch to complement those savings expected
to be proposed for the executive branch by the President. The recom-
mendation assumes the savings would be applied to the expenses ofOfficers, Members' staffs, committee staffs, and other offices and orga-nizations in the Legislative Branch. The recommendation also as-
sumes that the Members of Congress and the Officers and Executive-
level staff of the Legislative Branch will forego any cost-of-living
pay increase in October, 1980.
* Action Required to Implement Recommendation

The recommendation assumes that appropriations for legislative
branch items will be reduced. Those responsible for administrative
expenditures--the Leadership of each House, Officers, Committee
Chairmen, and for their own staff, the Members themselves--would
have to institute measures to reduce administrative costs.
* Outyear Impact of the Recomaendation

The Committee recommendation assumes equivalent administrative
savings will be achieved in 1982 and 1983 by the Legislative Branch.

5. FUNDING FOR THE EXECUTIVE OFFICE OF THE PRESIDENT

* President's Budget as Reestimated by (BO
For subfunction 802, Executive direction and management, which

contains the vast majority of the Executive Office of the President, the
President's budget requests $112 million of budget authority and $110
million of outlays in 1981.
* House Committee's Views and Estimates

No changes from the President's budget were recommended by the
Appropriations and the Government Operations Committees for the
Executive Office of the President.
0 Recommendation

The Committee recommends a reduction of $14 million in budget
authority and outlays for the Executive Office of the President. The
Committee is concerned by the two year increase of 33 percent in
budget authority and 34 percent in outlays between fiscal years 1979
and 1981 for the Executive Office of the President as estimated in the
President's budget. The Committee recommendation would reduce that
increase by fifty percent.
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* Action Required to Implement Recommendation
The appropriations for the various elements of the Executive Office

of the President would have to be reduced by an aggregate of $14
million.

* Outye&r Impact of the Recommnendation
The Committee's recommendation assumes equivalent $14 million

reductions in 1982 and 1983.



FUNCTION 850: GENERAL PURPOSE FISCAL
ASSISTANCE

The Committee recommends $6.2 billion in budget authority and $6.8
billion in outlays for this function. These totals represent decreases of
$3.4 billion in budget authority and $2.8 billion in outlays from the
President's budget as reestimated.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars!

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- author- author-

ity Outlays ity Outlays ity Outlays

President's budget request, January 28, 1980 9.6 9.6 9.7 9.7 9.6 9.3
1. Reestimates (by CBO):

Changes due to economic assump-
tions ------------------------------------------------------------------------

Other reestimates ---------------------- (1) +. I +. I +. I +. 1

President's budget reestimated. 9.6 9.6 9.8 9.8 9.4 9.4

Major policy recommendations:
2. 1981 impacts of 1980 supplementals ------------.-----------------------------
3. Elimination of the State government

share of general revenue sharing.- -- 2.3 -1.7 -2.3 -2.3 -2.3 -2.3
4. Elimination of the antirecession fiscal

assistance initiative -------------- -1 -. 9 -1.0 -1.0 -. 5 -. 5
5. Reduction in the Federal payment to

the District of Columbia ------------ . - -. -. -. -. 1

Total difference --------------- (-3.4) (-2.8) (-3.4) (-3.4) (-2.9) (-2.9)

Committee recommendation ---------------- 6.2 6.8 6.4 6.4 6.5 6.5

1 Less than $50,000.000.

EXPLANATION OF COMMITTEE RECOMMENDATIONS

1. REESTIMATES

The reestimate of this function is the net effect of reestimates in 12
different accounts. The reestimates are based on the analysis of his-
torical outlay patterns by CBO. The majority of the reestimates are
in relatively uncontrollable activities-the net cash flow of revolving
funds and permanent appropriations for payments to territories,
states, or counties out of the income earned from Federal lands or
from tax collections.
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2. 1981 IMPACT OF 1980 SUPPLEMENTALS

0 President's Request as Reestimated by CBO
The President's 1981 budget includes the following 1980 supple-

mental appropriation requests for Function 850:

[In millions .of dollars]

1980
Budget 1981

authority Outlays Outlays

Discretionary supplementals:
I. Targeted fiscal assistance ---------------------- 250.0 250.0 ----------
2. Antirecession fiscal assistance ------------------------ 125.0 ---------- 125.0
3. National Wildlife Refuge Fund: Correction of prior year

underpayments of payments in lieu of taxes to counties 3. 9 3.9 ----------
Mandatory supplemental:

4. Federal payment to D.C. Retirement Fund_ -_- 52. 1 52. I---------

Total --------------------------------------- 431.0 306.0 125.0

0 Second Budget Resolution for Fiscal Year 1980
The Second Budget Resolution for 1980 assumed a $524 million

supplemental appropriation for targeted and antirecession fiscal as-
sistance. No other supplementals were assumed for Function 850.
* Recom mendation

The recommendation does not assume the $125 million in outlays
requested for antirecession fiscal assistance estimated to occur in fiscal
year 1981. This is consistent with the recommendation not to assume
funding of the Antirecession Fiscal Assistance program in 1981.
Further, the recommendation for Targeted Fiscal Assistance is $200
million in budget authority and outlays, $50 million below the Presi-
dent's request. This recommendation is consistent with the authoriza-
tion in the House version of targeted fiscal assistance (H.R. 5980).
The Senate version (S. 566) contains a $250 million authorization
equal to the administration's. Conference action on these bills is still
pending.
* Action Required to Implement Recommendation

Except for the targeted fiscal assistance request, the 1980 supple-
mental appropriation requests of the President would have to be
denied.
* Outyear Impact of the Reconmoendation

Other than the supplemental for antirecession assistance requested
by the administration, there is no 1981, 1982, or 1983 outlay effect
from supplementals in this function.

3. STATE GOVERNMENT SHARE OF GENERAL REVENUE SHARING

* President's Budget as Reestimated by CBO
The President's 1981 budget submitted in January requests the full

amount currently authorized for General Revenue Sharing (GRS),
$6,855 million. The current split of one-third for State governments
and two-thirds for local governments would be retained. The admin-



istration has indicated that minor changes will be proposed in the al-
location among local governments to achieve greater targeting to
needy localities. However, specific reauthorization legislation has not
yet been transmitted. In his March 14 anti-inflation message, the Presi-
dent indicated that his revised request would eliminate the $2.3 billion
share of GRS funds for States.
* House Comlmittees' Views and Estimates

The Appropriations Committee notes that there is opposition to
the one-third State government share of GRS and indicates that
there is the possibility of budget savings in 1981 in this program. The
Government Operations Committee, without recommending a specific
budget amount, noted that the GRS program must be reauthorized
for 1981 and that the reauthorization was expected to range from
zero to $6,855 million.
* Recommendation

The recommendation assumes the elimination of the $2,285 mil-
lion one-third share of GRS for State governments with a 1981 out-
lay saving of $1,714 million. When GRS was first proposed, there was
a concern that the Federal budget would move to a surplus and exert
a fiscal drag on the economy. GRS was, in part, a measure to avoid
that fiscal drag. jThe current fiscal situation is in many ways the
opposite. The current threat is that Federal budget deficits will in-
hibit the effort to control inflation. Further, the fiscal positions of
State governments have improved. In recent years, most States have
had budget surpluses. Their tax structures have become more progres-
sive and responsive to economic growth. Indeed, since January, 1978,
20 States have been able to cut taxes. When the focus of fiscal policy
is to reduce the deficit, it is difficult for the Federal Government to
share revenues with other levels of government. On the other hahd,
local government revenues are not as responsive to changes in fiscal
conditions, and relatively more cities than States are experiencing
fiscal distress. Local government revenue sources are often severely
restricted by State laws.
* Action Required to Implement Recomtmwndation

The recommendation could be implemented through changes by
the Government Operations Committee in the reauthorization of
GRS. If the entitlement nature of the program is altered in the reau-
thorization, the proposed budget reductions could be achieved
through appropriation action.
* Outyear Impact of the RecomimndatiOn

The outlay impact of the recommended reduction would be $686
million greater in 1982 and 19813 than in 1981. The 1981 outlay reduc-
tion is less because payments for a given quarter are made in the first
few days of the succeeding quarter resulting in a one-quarter lag
between budget authority and outlays.

4. ANTIRECESSION FISCAL ASSISTANCE

0 President's Request ag Reestimixted by 0O
The President's budget assumes enactment of the pending legisla-

tion to authorize the Antirecession Fiscal Assistance program for
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1980 at a level of $125 million. The President requests continuation

of the program in 1981 with a cap of $1 billion. Using -both the ad-

ministration and CBO economic assumptions, the full $1 billion

would be "triggered" in 1981 under the administration's bill. (The

Targeted Fiscal Assistance program proposed in the same legislation

would be for 1980 only.) The President's detailed -budget revisions,
which have not been transmitted to Congress yet, are expected to

reevaluate new initiatives.

* House Committees' Views and Estimates

The Government Operations Committee, without recommending

a specific budget amount, notes that the Antirecession FiscalAssist-

ance program could range from zero to $1 billion in 1981. Further,
the Committee assumes that, if enacted, the program would be more

like the current House-approved version (H.R. 5980) awaiting con-

ference action, with the result that 1982 and 1983 budget authority

and outlays would be below the administration's estimates for those

years. The Appropriations Committee notes that, given the status of

the 1980 authorization and the legislative calendar, the enactment of

a 1981 authorization and appropriation is questionable.

* Recommendation
The recommendation does not assume funding of the Antireces-

sion Fiscal Assistance program in fiscal year 1981. Only the most

urgent new initiatives should be enacted when the focus of fiscal

policy is on eliminating the deficit to help counter inflation.

* Action Required
The recommendation would require deletion of the Antirecession

Fiscal Assistance program from the currently pending legislation
for 1980 and no enactment of a 1981 authorization. The reduction
could also be accomplished through the appropriations process.

* Outyear Impact of the Recommendation

The recommendation would reduce budget authority and outlays
by $1 billion below the President's budget in 1982 and $525 million
in 1983.

5. FEDERAL PAYMENT TO THE DISTRICT OF COLUMBIA

* President's Request as Reestimated by CBO

The President's budget requests a total of $361.2 million for pay-

ment to D.C. in 1981. This is an increase of $60.4 million over the
1980 level. The following table summarizes the 1980 and 1981 requests:

[In millions of dollars]

Budget authority and outlays

1980 1981

Payment to the D.C. General Fund --------------------------- 238.2 301.0

Water and sewer payments ---------------------- - 10.5 8.1

Retirement fund contributions --------------------------------- 52. 1 52.1

Total ------------------------------------------------ 300.8 361.2



The President's 1981 budget also requests an advance appropriation
of $320 million for 1982 for the portion of the payment going to the
D.C. general fund. The authorization for the D.C. payment expires
September 30, 1980. In its reauthorization legislation, the administra-
tion will propose placing the D.C. payment on a formula basis start-
ing in 1981.

0 House Committees' Views and Estimates
The Appropriations Committee concurs with the President's request

for payments to D.C. The District of Columbia Committee recom-
mends increases over the President's request for budget authority and
outlays of $17 million in 1981, $30 million in 1982, and $75 million in
1983:

* Recommendation
The recommendation assumes that the D.C. payment will be main-

tained at the 1980 level of $301 million, a reduction of $60 million in
budget authority and outlays from the President's request. In an
austere fiscal environment, it is difficult for the Federal Government
to increase its financial support of the D.C. Government.

* Action Required to Implement Recom/mendation
A reduction in the appropriation for the Federal payment to the

District of Columbia would be required to implement the recom-
mendation.

* Outyear Impact of the Recommendation
In the outyears, the recommendation assumes a constant reduction

of $60 million from the administration's estimate. This would pro-
vide for the same nominal dollar increase from year to year as pro-
posed by the administration but from a lower base.



FUNCTION 900: INTEREST

The Committee recommends $72.2 billion in budget authority and
outlays for this function. These totals represent no change from the
President's Budget as reestimated by CBO.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- author- author-

ity Outlay ity Outlay ity Outlay

President's budget request, Jan. 28, 1980-.... 67.2 67.2 68.0 68.0 68.3 68.3
I. Reestimates (by CBO):

Changes due to economic as-
sumptions ---------------- ± +5.8 +5.8 +7.6 +7.6 +11.0 +11.0

Other reestimates -------------- -0.8 -0.8 -2.0 -2.0 -2.8 -2.8

President's budget reestimated_ 72.2 72.2 73.6 73.6 76.5 76.5

Major policy recommendation:
2. 1981 impact of 1980 supplementals

None.

Total difference_

Committee recommendation 72.2 72.2 73.6 73.6 76.5 76.5

EXPLANATION OF COMMITTEE RECOMMzNDATIONS

1. REESTIMATES

* Changes due to economic assumption
This upward reestimate of $15.8 billion, provided by CBO, increases

interest payments substantially due largely to the higher interest rates
assumed in the resolution. For example, the President's January
Budget assumed a discount rate on 3-month Treasury bills averaging
11.05 percent in fiscal year 1980 and 9.2 percent in fiscal year 1981. The
resolution assumes comparable rates of 12.53 in fiscal year 1980 and
10.00 in fiscal year 1981.
* Other Reestimates

The second reestimate, which decreases interest payments by $0.8
billion in 1981 and greater amounts in the outyears, results from Com-
mittee recommendations that would result in a balanced budget in
fiscal year 1981. The estimate of interest payments provided by CBO
was based on the assumption of a $15 billion deficit in fiscal year 1981
and a balanced budget in the outyears. Since the recommendation
assumes a balanced budget in fiscal year 1981, it is appropriate to
decrease interest payments.

(156)



FUNCTION 920: ALLOWANCES

The Committee recommends zero in budget authority and outlays
for this function. That total represents a decrease of $2.2 billion in
budget authority and $1.7 billion in outlays from the President's
Budget as reestimated by CBO.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[in billions of dollars]

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
author- author- author-

ity Outlays ity Outlays ity Outlays

President's budget request, Jan. 28, 1980---- 3. I 2.6 11.2 9.8 38.0 36.5
1. Reestimates (by CBO):

Changes due to economic
assumptions ------------------

Other reestimates ------------ -. 1 -. 1 -. 2 -. 2 -. 4 -. 3
Transfer welfare reform to func-

tions 500 and 600- -. 8 -. 8 -4.9 -4.8 -5.3 -5.2
Transfer health insurance to

function 550 ------------------------------------------------ - 24. 1 - 24. I

President's budget reestimated_ 2.2 1.7 6. 1 4.8 8.2 6.9

Major policy recommendations:
2. 1981 impact of 1980 supplemental ------- ----------------------. -
3. Contingency allowance -------------. -. 2 -. 6 -3.0 -1.7 -3.2 -1.9
4. Pay reform ------------------------------------------------------------------------
5. Pay raise absorption ---------------- .2 -. 2 -. 6 -. 6 -. 7 -. 7
6. Reduce operating and administrative

costs ----------- - - -. 6 -. 6 -. 6 -. 6 -. 7 -. 7
7. Furniture purchases__ _ - -. 2 -.2 -------------------------------

Total difference ---------------- -2.2 -1.7 -4.2 -2.9 -4.6 -3.3

Committee recommendation ---------------------- 1.9 1.9 3.6 3.6

EXPLANATION Op COMMITTEE RECOMMENDATIONS

1. REESTIMATES

Change due to economic assumptions
None.

Other ree8timates
The downward reestimates in this function are the result of items

being transferred from this function to other functions.
: (157)



1. Welfare Reform. The President is assuming amounts for welfare
reform for fiscal years 1981-1983 as part of "contingencies for other
requirements", shown in Function 920 in the President's Budget. CBO
estimates the costs of the welfare reform bill at $850 million in fiscal
year 1981. This recommendation has transferred the estimated costs
of the welfare reform bill to Function 600: Income Security, and the
estimated costs of the jobs component of welfare reform to Function
500: Education, Training, Employment, and Social Services.

2. National Health Insurance. The President has requested $24,100
million in budget authority and outlays in fiscal year 1983 for national
health insurance. This amount is now shown in Function 550: Health.

3. Trust Fund Limitations. The President carries pay raise amounts
that are funded from trust or revolving funds in this function, while
congressional practice is to score them with the parent function.

Fiscal year 1981 Fiscal year 1982 Fiscal year 1983
budget plan plan

Budget Budget Budget
authority Outlays authority Outlays authority Outlays

I. Welfare reform ------------- 850 -850 -4,930 -4,830 -5,256 -5,156
2. National health insurance ------------------------------------------- - 24,100 -24,100
3. Trust fund limitations ------ -84 -50 -- 249 -188 -405 -311

2. 1981 IMPACT OF 1980 SUtPPLEMENTALS

* President's Budget, Reestimated by 0BO
Contingency Allowance.-The President's list of fiscal year 1980

supplementals includes a contingency allowance for unspecified other
requirements of $150 million in budget authority and $100 million in
outlays.

Pay Raise Absorption.-The full cost of last October's'7 percent
pay raise is $1,472 million in budget authority and $1,444 million in
outlays. The President's budget request is $254 in budget authority
and $249 million in outlays less than the full cost, which amounts to a
17 percent rate of absorption.

* Second Budget Resolution for Fiscal Year 1980
The Second Budget Resolution did not assume a contingency allow-

ance. It assumed 40 percent absorption of the cost of the pay raise.

* Reconmmendation
Contingency Allowance.-The recommendation assumes the elimi-

nation of the contingency allowance of $150 million in budget author-
ity and $100 million in outlays that the President included in his list
of supplementals. This is consistent with past congressional practice
It is assumed that any necessary increases are already addressedin
other functions.

Pay Raise Absorption.-The recommendation assumes absorption
of 35 percent, as opposed to 17 percent absorption assumed by the
President, which will save $261 million in budget authority and
$256 million in outlays from the President's request. The historical
average absorption has been 35 percent. It must be noted, however,



that three factors make a high absorption rate more difficult than usual
in fiscal year 1980. First, the year is half over so the agencies have
less leeway in finding savings. Second, the amount of the pay raise,
7 percent, is higher than usual. Therefore, the total amounts of dollars
to be absorbed from the regular program base is also higher than
usual. Third, the 1980 appropriations for many agencies were tighter
than usual for discretionary accounts, which are the accounts that
are further squeezed by absorption.
0 Outyear Impact of Recommendation

Elimination of the fiscal year 1980 contingency allowance saves $50
million in fiscal year 1981 outlays.

3. CONTINGENCY ALLOWANCE

* President's Budget Reestimated by CBO
The President has also included room in his 1981 budget for

unspecified purposes. This is not a request for an appropriation of a
contingency fund; rather, it is leeway so that the President may laterrequest additional appropriations for specific purposes should the need
arise. The amount shown here is the remaining portion of the allow-

ance after the estimated requirements for welfare reform were trans-
ferred to Functions 500 and 600.

PRESIDENT'S REQUEST, REESTIMATED

[In millions of dollars

Budget

authority Outlays

Fiscal year 1981 - 1,150 600
Fiscal year 1982 ............. 2,970 1,670
Fiscal year 1983 --------------------------------------- 3,244 1,944

* House Committee Views and Estimates
No House committees commented on this item.

• Recommendation
The recommendation assumes the elimination of the remaining por-

tion of the contingency allowance for all three years. This is consistent
with past congressional practice. It is assumed that any necessary
contingencies are already addressed in other functions.
• Outyear Impact of the Recomnendation

The contingency allowance is eliminated in the outyear as well as
fiscal years 1980 and 1981.

4. PAY REFORM

* President's Budget, reestimated by CBO
The policy underlying the President's budget is to grant full com-

parability raises to Federal employees, assuming passage of HR 4477,
the Federal Employees Compensation Reform Act of 1979.



HR 4477 would broaden the sample of private sector employees
surveyed for comparability purposes -by including employees of State
and local governments, and take into account the comparative fringe
benefits of public and private sector employees. Salary levels of white-
collar (general schedule) workers would be based on local rather than
national comparability. In addition, restrictive features of the blue-
collar (wage board) system, such as the step-two fixed payline and
uniform night-shift differential, would be repealed, which would
allow the Federal Government to maintaain local blue-collar com-
parability. Finally, the bill would also uncouple military and civilian
pay rates. Private sector employees are surveyed each spring. The
percent pay raise indicated by the survey takes effect the following
October.

The President expects that without pay reform the pay raise indi-
cated by the survey would be 10.9 percent, while with pay reform it
would be 6.2 percent, saving approximately $1 billion per year for
the civilian agencies.
* House Committees' Views and Estimates

The House Post Office and Civil Service Committee recommended'
reducing the savings attributable to HR 4477 to zero. The Committee
has held two days of hearings and states that it plans extensive field
hearings. The Committee states that it cannot substantiate the amount
of savings claimed by the administration.

* Recomonendation
The recommendation assumes passage of HR 4477, the Federal

Employees Compensation Reform Act of 1979. The President's budget
included this legislative savings, and estimated that it would reduce
the pay raise from 10.9 percent to 6.2 percent, thus saving about $1.0
billion.
• Action required to Implement Recommendation

Passage of HR 4477 would require action by both the Armed Serv-
ices Committee and the Post Office and Civil Service Committee.
* Outyear Impact of the Recomomendation

Passage of HR 4477 would align Federal compensation with private
sector compensation in fiscal year 1981, based on broader definitions of
compensation. By assuming a fiscal year 1981 pay raise of 6.2 percent,
the civilian agencies' payroll base for the outyears is reduced from
what it would have been if the bill were not enacted and a 10.9 percent
raise took effect. This reduction will save $1.1 billion in 1982 and $1.2
billion in 1983.

5. PAY RAISE ABSORPTION

• President's Budget, Reestimated by CBO
The President's budget request for the fiscal year 1981 civilian agen-

cies' pay raise was $1,031 million in budget authority and $1,020 mil-
lion in outlays. The full cost of the 6.2 percent pay raise is higher than
the President's request by $279 million in budget authority, and $268
million in outlays. Thus the President is assuming that the agencies
will absorb that amount, about 21 percent of the full cost, through
greater management efficiency and tightening of related expenses.



" Houwe Comittees' Views and Estimates
House committees did not comment on this issue.

* Recommendation
The recommendation assumes a 35 percent rate of absorption rather

than the 21 percent assumed in the administration's figure for fiscalyear 1981. This recommendation will save $180 million budget author-ity and $186 million in outlays from the President's request. The
recommendation also assumes 35 percent in the outyears. It must be
noted, however, that two factors make a high absorption rate more
difficult than usual in fiscal year 1981.

First, the amount of the pay raise, 6.2 percent, is higher than usual.
Therefore, the total amounts of dollars to be absorbed from the regularprogram base is also higher than usual. Second, the recommendation for
fiscal year 1981 assumes negative real growth for discretionary ac-
counts, which are the accounts that would be further reduced by
absorption.
0 Outyear Impact of the Recommendation

By assuming 35 percent absorption rather than zero in the outyears,
$0.6 billion is saved in fiscal year 1982 and $0.7 billion in fiscal year
1983. Since almost 100 percent of pay raise costs are spent the first
year, the impact of absorption on each following year is insignificant.

6. REDUCE OPERATING AND ADMINISTRATIVE COSTS-

* President's Budget Reestimated by CBO
The President's budget includes about $30 billion for executive

branch agencies, excluding the Department of Defense, for personnel
compensation and benefits and other overhead costs in fiscal year 1981.
The Pesident does not assume a general reduction from the sum of
his specific plans for each agency.

Agency overhead costs are the costs of administering Federal pro-
grams. Those costs include personnel compensation, travel, data proc-essing, contract services, general supplies, and so on. These can be
viewed as the operating budget. Capital budget items, such as build-
ings, furniture, scientific equipment, and so on, are not included in the
$30 billion figure. Annual operating costs can be restrained in a numberof ways, most directly by reducing personnel costs and related expenses
through hiring freezes, filling vacancies at lower grade levels, slowing
down promotions and step increases, or any combination of the above.Additional savings could be achieved through more restrictive policies
on official travel and other reimbursable expenses. The Committee is
also aware that some agencies obli- ate funds at an especially high rate
just as the fiscal year is about to end, to prevent the funds from lapsing.
This practice may waste a considerable amount of money. The conferees
on the Second Budget Resolution stated that the practice should halt,
and urged executive and legislative remedies if necessary. The Com-
mittee reaffirms its concern, and believes that year-end wasteful spend-
ig is an area where savings can be made.
* House Committees' Views and Estimates

No House committees commented on this item.
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0 Recommendation
The recommendation assumes a reduction of $598 million in budget

authority and $568 million in outlays in executive branch overhead
costs below the President's request. This constitutes a reduction of
about 2 percent. Combined with 35 percent absorption of the pay
raise, civilian agencies will have their fiscal year 1981 funding cutby
about 0.8 billion. The exact disposition of the $598 million cut pro-
posed in this issue is within the jurisdiction of the Appropriations
Committee, which will be allocated $598 million less as a result of
this recommendation. However, if the cut were applied to each
executive branch agency in proportion to its full-time personnel,
funding would be reduced as follows:

Cioilian Agency Reduction (millions)

Veterans Administration -------------------------------------------------- $116
Health and Human Services ------------------------------------------------- 80
Treasury ------------------------------------------------------------------------- 65
Agriculture ------------------------------------------------------------- 49
Transportation ---------------------------------------------------------- 42
Justice ---------------------------------------------------------------- 32
Interior --------------------------------------------------------------- 32
General Services Administration ---------------------------------------------- 20
Commerce ------------------------------------------------------------- 18
Corps of Engineers ----------------------------------------------------------------- 16
Labor ---------------------------------------------------------------- 13
NASA ----------------------------------------------------------------------------- 13
State ------------------------------------------------------------------------------ 13
Energy ----------------------- 12
Tennessee Valley Authority-10
Housing and Urban Development ---------------------------------------------------- 9
Environmental Protection Agency --------------------------------------------- 6
Education ------------------------------------------------------------------------ 3
All Others ------------------------------------------------------------------------ 49

T o ta l ----------------------------------------------------------------------- 59 8

* Outyear Impact of the Recommendation
The recommendation assumes that the fiscal year 1981 reductions

will not be reversed in the outyears. Rather, the 2 percent reduction inl
agency overhead costs is maintained in the outyears. Thus, while agen-
cies will still experience the same rate of growth in the recommenda-
tion as in the President's budget, that growth will start from a 2
percent lower base.

7. FURNITURE PURCHASES

* President's Budget Reestimated by CBO
There are no verifiable figures on agency furniture purchases, though

there is informal agreement that the amount of total agency furniture
purchases for 1981 assumed in the President's budget is probably in
the neighborhood of $200 million. Of that amount, 80 percent at a min-
imum is purchased directly by the agencies; the remainder'is bought
by the General Services Administration (GSA) on behalf of the
agencies.

Widespread abuses of furniture purchases by many agencies and by
GSA have been discovered. An interagency group of Inspectors Gen-



eral have attempted an audit of existing furniture procurement needs
and practices. Their draft report concludes:

Most Federal agencies have generally done a poor job of
implementing the property management guidelines set forth
in the Federal Property Management Regulations (FPMR).
The General Services Administration has been very remiss
in its oversight responsibility regarding implementation and
enforcement of these guidelines. These inactions have resulted
in confusion, inconsistency and mismanagement in the areas
of furniture acquisition, storage and disposal.

Starting March 1, 1980, the President ordered an indefinite freeze
on new furniture requisition by agencies.
" House Committees' Views and Estimates

No committees commented on this issue.
* Recommendation

The Committee recommends a decrease in the fiscal year 1981 budget
by $200 million in budget authority and outlays.

The Committee is aware that federal agencies and the General Serv-
ices Administration have seriously mismanaged their purchases of
office furniture. Practically no agency of the government has a firm
idea of its inventory; warehouses are overloaded; furniture is often
discarded by one agency while another is ordering new furniture of
the same type; and furniture is scrapped rather than repaired. For
these reasons the Committee supports the President's March 1 freeze
on requisition of new furniture, and supports the interagency effort to
develop a complete audit of existing furniture, including inventories.

The Committee also urges that agency and department expenditures
for furniture be given the most careful scrutiny through the congres-
sional appropriations process. As a result of the Executive and con-
gressional efforts the Committee assumes that savings of $200 million,
about one year's worth of furniture costs, can be achieved in the fiscal
year 1981 budget.
• Action Required to Implement Recommendation

The Presidential freeze on furniture purchases would have to be
maintained for a considerable amount of time. The agencies would
have to make major reforms of the furniture audit and procurement
practices, and would have to cooperate in routing excess furniture to
areas of special need. Funding for Salaries and Expenses would have
to be reduced by $200 million below the President's request in the
appropriations process, with the directive that such a cutback be aimed
specifically at furniture.

O Outyear Impact of Recommendation
The effect of the Committee proposal would be to draw down the

existing stockpile of furniture, lessen the incentive to scrap adequate
furniture, and promote repair over acquisition. Presumably once stock-
piles are drawn down, furniture purchases would start again, though
not at the same level as in the past.



FUNCTION 950: UNDISTRIBUTED OFFSETTING
RECEIPTS

The Committee recommends -$24.6 billion in budget authority and
outlays for this function. This recommendation is identical to the
President's budget as reestimated by CBO.

SUMMARY OF BUDGET COMMITTEE RECOMMENDATION

[In billions of dollars]

Fiscal year 1981
budget

Budget
author-

ity Outlays

President's budget request, Jan. 28, 1980 - -- 25. 1 -25. 1
1. Reestimates (by CBO):

Changes due to economic as-
sumptions ------------------. 3 -. 3

Other reestimates ------------- +. 8 +. 8

Fiscal year 1982
plan

Budget
author-

ity Outlays

-26.4 -26.4

Fiscal year 1983
plan

Budget
author-

ity Outlays

-27.9 -27.9

-. 3 -. 3 -. 5 -. 5
-. 6 -. 6 -1.3 -1.3

President's budget reestimated- -24.6 -24.6 -27.3 -27.3 -29.7 -29.7

Major policy recommendations:
None.

Total difference-----------------------------

Committee recommendation- - -24. 6 -24. 6 -27. 3 -27. 3 -29.7 -29.7

EXPLANATION OF COnMITTEE RECOMMENDATIONS

1. REESTIMATES

* Changes due to economic assumptions
This downward reestimate of $300 million, provided by CBO, in-

creases receipts to the interest received from the trust funds due to
our economic assumptions.

This change is for the interest received by the trust funds-that
income which trust funds earn on their investments in public secur-
ities. This change is based on the net trust fund surplus and on changes
in the interest rates for public debt securities. The interest rates as-
sumed are significantly higher than the President's budget request
and result in lower trust fund surpluses.
* Other reestimates

The upward reestimate of $800 million provided by CBO decreases
offsetting receipts. Lower receipts are assumed in this recommenda-
tion for the Outer Continental Shelf (OCS) rents and royalties. The
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Office of Management and Budget (OMB) estimates that receipts
from OCS rents and royalties will total $6 billion in fiscal year 1981.
CBO estimates that OCS rents and royalties will be $800 million less
than the OMB estimate. The OMB estimate is based primarily on sale
acreage, whereas the CBO estimate is based on the U.S. Geological
Survey (USGS) estimates of oil and gas reserves in the sale area as
well as likely prices and production costs. In addition, there are dif-
ferent assumptions about the proportion of receipts that will be put
into escrow as ayesult of state claims.

OMB has indicated March reestimates will lower the expected OCS
receipts by $500 million which will lower the estimating difference
from $800 million to $300 million.





VI. SURPLUS AND THE DEBT
For the first time in 12 years and only the second time in the last21 years, the Federal Budget will show a surplus in fiscal year 1981.The Resolution adopted by the Committee provides for a budget sur-plus of $2 billion. The surplus reflects the concern of the Committee

that a balanced budget is imperative because of runaway inflationwhich rose at an annual rate of 18 percent during the first two months
of this year.

The Committee estimate differs from that of the administration asreestimated by the CBO because of higher revenues and lower outlayswhen economic and other conditions are considered. Higher revenuesresult from economic conditions and policy choices discussed morefully in the revenue section. In brief, they are largely attributable tohigher inflation and a significant rise in the estimates of oil prices bothof which raise receipts. The major expenditure changes are detailed
in the section on the budget functions.

The proposed surplus is a culmination of a trend toward lower
deficits since the recession-induced levels of 1975-76. (See chart Y.)The surplus or deficit is one of three major components whichenter into the calculation of the change in the public debt figure everyyear. The calculations for fiscal years 1980 to 1983 are as follows:

[In billions of dollars]
Fiscal year 1980 debt:

D ebt Septem ber 30, 1979 -.- --- --- -- --- --- -- --- --- --- - .....- 827.6Fiscal year 1980 deficit ...----------------------------------------- - - - - - -- - 38.2Trust funds surplus fiscal year 1980-- ....... ....... ...... ....... ....... .....- 15.1Off-budget outlays fiscal year 1980 ----------------------------------------------- 16.8Change in cash blances and other adjustments ----- ------------------------- -- - .0
T o ta l --------- --- ----- -- ------------------- -------------------------- --- 8 9 6 . 7

Fiscal year 1981 debt:D ebt Septem ber 30. 1980 (estim ated) ------ -896. 7F iscal year 198 1 surplus ...................................................- 2-- 2.0Trust funds surplus fiscal year 1981 - - 14.0
Off-budget outlays fiscal year 1981 -------------------------------------------- 18.Change in cash balances and other adjustments---------- -

Total _ 926.8

Fiscal year 1982 debt:Debt September 30, 1981 (estimated) 926.8Fiscal year 1982 surplus 1.... 21.7Trust funds surplus fiscal year 1982 -- 21.0Off-budget outlays fiscal year 1982 .... ................-.. 18. 1Change in cash blance and other adjustments --------------- --------------- -- -----

Total ........------------------------------------------------------ -- 954.2
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[in billions of dollars]
Fiscal year 1983 debt:

Debt September 30, 1982 (estimated) -------------------------------------------- 954.2
Fiscal year 1983 surplus ----------------------------------------------- - - - -- 28.7
Trust funds surplus fiscal year 1983 ----------------------------------------- 27.0
Off-budget outlays fiscal year 1983 ---------------------------------------- 18.1
Change in cash blances and other adjustments -------------------------------------------

Total ---------------------------------------------------------- 970.6

The recommended increase in the public debt limit is $30.1 billion
to cover the period from December 30, 1980 to September 30,'1981.
Interest on the public debt for fiscal year 1981 is estimated at $84.4
billion. The public debt as a percent of gross national product has
fallen from 49.2 percent in 1965 to 33 percent in 1981. (See chart X.)
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VII. REVISED SECOND BUDGET RESOLUTION FOR
FISCAL YEAR 1980

Section 6 of this resolution revises the Second Budget Resolution
for Fiscal Year 1980. This has become necessary due to unanticipated
increases in payments mandated by existing law, which have causedbudget authority and outlays to exceed the ceilings established in the
original Second Budget Resolution enacted November 28.

Inflation has reached a higher level than was assumed in the SecondBudget Resolution, and interest rates have soared. The economy has
continued to experience real growth, despite predictions of a recission.
The effect of these changes in the economy has been to drive up bothoutlays and revenues. Net interest payments, for example, are now$7.5 billion more than the Second Resolution estimate. Entitlements
such as social security, medicaid, and medicare are also up. The. grainembargo has added substantially to crop price support outlays. Thetotal effect of these changes has been to add $15.8 billion in budgetauthority and $14.1 billion in outlays to the budget even though Con-gress enacted no new spending" legislation. The current law estimate ofrevenues increased by $6.1 billion during the same period.

Since the ceilings in the Second Budget Resolution have been ex-'ceeded, spending for fiscal year 1980 is subject to a point of order. Butthe President has requested the enactment of an additional $10.4billion in budget authority and $6.4 billion in outlays for fiscal year1980, in the form of pending requests, supplemental requests, and pro-posed legislation. Some of these amounts, such as food stamps, forestfirefighting, and disaster relief, should not be deferred. Passage of arevised Second Budget Resolution will allow consideration of suchadditional amounts. Overall, however, the Budget Committee recom-mends substantial reductions from the appropriations requested bythe President. These are detailed at a later point in this section.
Section 6 of this resolution revises the Second Resolution for Fiscal

Year 1980 as follows:

BUDGET AGGREGATES, FISCAL YEAR 1980

[Dollars in billions]

Revised
Second second

resolution resolution

Revenues --------------------------------------------------- $517.8 $528.8Budget authority- ---------------------------- 638.8 657.2Outlays -------------------------------------- 547.6 567.0Deficit_ ------------------------------------ 29.8 38.2Debt subject to limit 886.4 896.7
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FUNCTIONAL CATEGORIES, FISCAL YEAR 1980

[Dollars in billions]

Revised
Second second

resolution resolution

050 National defense:
Budget authority ----------------------- $141.2 $142.5
Outlays ------------------------------------------- 129.9 132.7

150 International affairs:
Budget authority ------------------------------------ 13.1 15.8
Outlays ------------ ------------------------------- 8.4 10.1

250 General science, space, and technology:
Budget authority ------------------------------------ 5.85 6.1
Outlays -------------------------------------------- 5.7 5.9

270 Energy:
Budget authority --- 39.5 40.3
Outlays - _ 7.25 6.7

300 Natural resources and environment:
Budget authority ------------------------------------ 12.6 12.3
Outlays_ _ - - -- .11.9 12.9

350 Agriculture:
Budget authority ------------------------------------ 5.0 5.0
Outlays -------------------------------------------- 2.55 5.9

370 Commerce and housing credit:
Budget authority ------------------------------------ 6.8 10. f
Outlays---------------------- 2.85 5.4

400 Transportation:
Budget authority ------------------------------------ 19.5 21.0
Outlays ------------------------------------------- 18.6 19.4

450 Community and regional development:
Budget authority ------------------------------------ 8.9 8.7
Outlays --------------------------------------------- 8.35 9.4

500 Education, training, employment, and social services:
Budget authority ------------------------------------ 30.9 29.9
Outlays -------------------------------------------- 31.0 30.3

550 Health:
Budget authority ------------------------------------ 58.8 59. 9
Outlays ------------------------------------------- 54.45 56.5

600 Income security:
Budget authority ------------------------------------ 218.5 223.0
Outlays .............. 190.0 190.0

700 Veterans benefits and services:
Budget authority -.. ... ........................... . 21.45 21.0
Outlays -------------------------------------------- 20.8 20.3

750 Administration of justice:
Budget authority ------------------------------------ 4.2 4.3
Outlays--------------------------------------------4.4 4.4

800 General government:
Budget authority ------------------------------------ 4.45 4.5
O utlays-......................................- 4.2 4.4

850 General purpose fiscal assistance:

Budget authority - ---------------------------------- 9.05 8.6
Outlays 9.05 8.6

900 Interest: 9.05 8.6

Budget authority ------------------------------------ 5. 1 65.5
Outlays -------------------------------- 58.1 65.5

920 Allowances: ------- 8 16.

Budget authority ------------------------------------ -. 2 1.0
Outlays. _ - . -- 2 9

950 Unditributdoffsetting receipts: -. 2 0.9
Budget authority ------------------------ -19.7 -22.3
Outlays ------------------------------------------ -19.7 -22.3



The totals shown above encompass amounts already enacted in the
previous session of Congress, appropriations for mandatory programs
that need additional funding, and some but not all of the discretionary
changes requested by the President.

The following tables compare the President's request for fiscal year
1980 (as reestimated by CBO) to the Committee's recommendation.
-The recommendation assumes funding of all mandatory appropria-
tions at the .full amount needed, with one exception. Budget authority
of $827 million and outlays of $834 million associated with last Octo-
ber's pay raise are assumed to be absorbed by the agencies in addition
to the amount that the President planned to absorb.

For discretionary programs, many of the items in the President's
budget are not assumed on the theory that agencies should be able to
absorb these additional costs within their existing appropriations.
Further, rescissions and deferrals not yet requested by the President
are assumed in the recommendation, though these are primarily
needed to restrain 1981 outlays rather than 1980 outlays. In sum, the
President recommends $10.4 billion in budget authority and $6.4 bil-
lion in outlays as additions to existing commitments. The Committee,
on the other hand, recommends $9.2 billion in budget authority and
$7.0 billion in outlays. It must be stressed that the President had not
submitted sums for additional fuel costs for defense or for additional
disaster loan assistance at the time of markup. The Committee has
therefore provided amounts above the President's request totaling
$1,478 million in budget authority an d$1,336 million in outlays for
these two needs. Excluding these additions, and counting the addi-
tional pay raise absorption assumed in the recommendation, the Com-
mittee is $3,469 million in budget authority and $1,546 million in out-
lays below the President's request.

SUMMARY OF FISCAL YEAR 1980 RECOMMENDATION

President's budget
reestimated Recommendation

Budget Budget
authority Outlays authority Outlays

A. Already enacted------------------------- 639.9 552.3 639.9 552.

B. Mandatory supplementals:
Pay (all agencies) ------------------------- 4.0 4.1 3.2 3.3
Military retired pay .5 .5 .5 .5
Highway contract liquidation ------------------------- .4 .4
Transportation subsidies -------------------- (1) . - (1) . I
Guaranteed student loans .6 .3 .6 .3
Title XX claims--- .2 .2 .2 .2
Medicaid -------------------------------- 2.3 2.3 2.3 2.3
Advances to U.I. and Black Lung trust funds- .6 .6 .6 .6
Child nutrition ----------------------------. 3 .1 .3 .
U.I. State payments ---------------------------------. 1 ---.
Public assistance -------------------------- .1 . . .
Payments to D.C. retirement --------------- . I . I . .
All others -------------------------------- (1) (1) (1) (1)

Total mandatory supplementals ----------- 8.8 8. 7 7.9 7.8

C. Already committed (current level) --------------- 648.7 561.0 647.8 560.13
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SUMMARY OF FISCAL YEAR 1980 RECOMMENDATION-Continued

President's budget

reestimated Recommendation

Budget Budget
authority Outlays authority Outlays

D. Discretionary actions not yet taken:
Defense anticipated increases ---------------- -. 9 .9 2. 0 2.0
Nunn amendment -------------------------------------------- .3 .3
Foreign Assistance bill --------------------- 1.2 .3 1.2 .3
Pakistan and other supplementals ------------ .3 .3 .I .1
Space Shuttle -----------------------------.. 3 .2 .3, .2
Energy supplemental ---------------------- 1.1 .4 .7 .4
Windfall profits tax ------------------------ . 3 .3 .3 .3
Firefighting ------------------------------- .2 .1 .2 . I
Energy transportation initiative ------------- .3 .3 (())
EDA supplemental ------------------------ .6 .1 .1 (1)
Disaster relief -----------------------------. 3 (1) .3 (1)
Disaster loan assistance --------------------------------------- .4 .2
Social service and child welfare amendments .4 .4 .2 .2
Food stamps ------------------------------ 2.6 2.5 2.6 2.5
Refugee assistance ------------------------- .1 .
Pending legislation, function 600 ---------------. I -. I
Annualize COLA for Federal retirees ---------------------------- . .2
Targeted fiscal assistance --------------------. 4 .3 .2 .2
Contingency allowance --------------------- .2 .1-
All other supplemental -------------------- .5 .5 . I , .2
Rescissions and deferrals ---------------------. () -1.0 -.4

Total discretionary action ---------------- 10.4 6.4 9.2 7.0

E. Fiscal year 1980 budget ---------------------- 659.0 567.4 657.2' 567.0

1 Less than $50,000,000.

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

DISCRETIONARY CHANGES TO CURRENT LEVEL AS REESTIMATED,
FISCAL YEAR 1980

[In millions of dollars]

President's request
(reestimated) Recommendation

Budget Budget
authority Outlays authority Outlays

050 National defense:
Anticipated price increases
O th ers -------------------------- --------
M ilitary pay increases ........................
Annualize COLA

150 International affairs:
Foreign assistance bill --------------------
Pakistan
Public Law 480
Others

250 General science, space and technology: Space
Shuttle

270 Energy:
W indfall profits tax I ---------------------
Energy initiative -------------------------Ongoing programs -----------------------
Alaskan petroleum reserve rescission --------

See footnotes at end of table.

922 
94-6 -

1,182
110
197
21

2,000 2,000
306 306

57 57

328 1,182 328
100 ------ --------------
197 150 150

18 ------------------

300 180 300 180

284 284 284 284
556 26 65 ,6
503 402 503 402

-18 -18 -18 -18
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DISCRETIONARY CHANGES TO CURRENT LEVEL AS REESTIMATED,
FISCAL YEAR 19 8 0-Contnued

[In millions of dollars]

President's request
(reestimated) Recommendation

Budget Budget
authority Outlays authority Outlays

300 Natural resources and environment:
Corps of Engineers ---------------------- 37 92 37 92
Firefighting ----------------------------- 157 145 157 145
Oil pollution fund ------------------------ 21 5 21 5
Others --------------------------------- - 32 28

350 Agriculture: None.
370 Commerce and housing credit: Miscellaneous-... 32 15 ------- ------------
400 Transportation:

Energy initiatives ----------------------- 1,276 30 1,276 30
Highway deferral ------------------------------------ (-1,000) -50
Others ---------------------------------- 20 20 -----------------

450 Community and regional development:
EDA ---------------------------------- 599 53 150 13
Disaster relief --------------------------- 314 31 314 31
C.D. block grant rescission ----------------------------------- -160 -16
UDAG rescission ------------------------------------------- -175 -8
Disaster loan assistance -------------------------------------- 400 250
Others ---------------------------------- 21 30 ---------- 16

500 Education, training, employment and social
services:

Social service and child welfare amendments
(H.R. 3434) --------------------------- 438 438 216 216

Action .......... 28 14
Department of Labor -------------------- II 8-
D epartm ent of Education ----------------- 2 2 --------------------
Title I ESEA resciision ---------------------------------- -100 -20
BEOG's rescission -------------------------------------- -135
CETA rescission ---------------------------------------- 240 -200

550 Health:
Health services ..------------------------- 78 27................
Health manpower training rescission ------- -98 -13 -98 -13
Other discretionary health rescissions ------------------------ -117 -39
CHAP -------------------------------- 34 34

600 Income security:
Food stamps -------------------------- 2,556 2,470 2,556 2,470
Refugees ------------------------------ 107 52-
Social welfare amendments (H.R. 4904) --- -79 -79 -79 -79
Rail labor assistance 62 57-----------------
Low income housing _ 53 53
Food donations -------------------------- 16 13
Low rent public housing --------------------------- 18
Social security savings ----------------------------- -14 ------ -- -14
Annualize COLA for Federal retirees ----------------------------------------- 106
Annual COLA for food stamps - -------------------------- -90 -90
Trade adjustment assistance ...----------------------------- 100 100
Social services and child welfare amend-

ments (H.R. 3434) --------------------------------------- 83 83
O thers 4 -------- ------------ - --------

700 Veterans benefits and services:
Third-party savings ----------------------- 37 -37 ----------
Others --------------------------------- 17 14 -------------------

750 Administration of justice:
Secret Service --------------------------- 14 12 14 12
U.S. attorneys and marshals 10 9 -------------------

O t h e r s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5 4 --- --------------
See footnotes at end of table.
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DISCRETIONARY CHANGES TO CURRENT LEVEL AS REESTIMATED,
FISCAL YEAR 1980-Continued

[In millions of dollars]

President's request
(reestimated)

Budget
authority Outlays

Recommendation

Budget
authority Outlays

800 General government:
Federal building fund-
Miscellaneous -------------------------

850 General purpose fiscal assistance:
Targeted fiscal assistance------------
Antirescession fiscal assistance---------
Others ------------------------

900 Interest: None.
920 Allowances: Contingency allowance
950 Undistributed offsetting receipts: None.

39 ----------
39 43

250 250 200 200
12 5 ----------------------- ---- ---

4 4 ------------------

150 100 --------------------

Total -------------------------

Addendum:
Total discretionary actions ----------------
Additional pay raise absorption, all agencies-

10,356 6,386

10,356 6,386

9,202 7,010

9,202 7,010
-827 -834

Total change to current level 10,356 6,386 8,375

I Revenues are increased by same amount.

6,176

_ 46



VIII. BACKGROUND AND NATURE OF
THE RESOLUTION

The First Budget Resolution for Fiscal Year 1981 is in many ways alandmark document. For the first time since the enactment of the Con-gessional Budget Act, the Committee has reported a budget with a
surplus. In addition, the budget resolution would apply for the firsttime the reconciliation process to spending and revenue bills and wouldset in place a procedure whereby spending bills in violation of budgetresolution targets would not be enrolled and sent to the President forsignature until adoption of the second budget resolution in the fall.Pursuant to extensive hearings by the Budget Process Task Force andconsistent with the recommendations of the President, the budget reso-lution sets a target for Federal credit activities. Finally, it revises theSecond Budget Resolution for Fiscal Year 1980.

The Resolution was developed after extensive hearings and morethan a week of unprecedented consultations between the leadership of
both houses of Congress and the administration. In January the Presi-
dent submitted his economic report and budget proposals for fiscal year1981. As required under the Budget Act, all House and joint commit-
tees submitted their reports commenting on the President's budget pro-posals and setting forth their views and estimates for appropriate levelsof spending for programs within their jurisdictions. The Committee
also received reports from the Congressional Budget Office (on fiscalpolicy and national priorities) and the Joint Economic Committee (onrecommendations as to the fiscal policies which would be appropriate
to achieve the goals of the Employment Act of 1946).

The Committee also heard testimony from key economic and policyadvisors in the administration including Treasury Secretary G. Wil-liam Miller; Defense Secretary Harold Brown; Energy Secretary
Charles E. Duncan; Office of Management and Budget Director James
T. McIntyre; Council of Economic Advisers Chairman Charles L.Schultze; and Comptroller General of the United States Elmer Staats.In addition, testimony was received from Congressional Budget OfficeDirector Alice Rivlin, as well as a number of distinguished economists
and representatives from labor, business and public interest groups.

Following the submission of the President's budget recommenda-
tions and subsequent to testimony from his key economic and policy
advisors it became apparent that the persistent and rising rate of infla-
tion demanded a reexamination of fiscal policy initiatives contained inthe original budget. For over a week representatives of the Bud-get
Committees and the leadership of both Houses met with representa-
tives from the administration and the Federal Reserve Board to con-
sult as to what actions were appropriate in light of the rapidly chang-
ing economic realities. The Committee's recommendations benefited
greatly from those deliberations.
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Provisions of Law Relating to the First Budget Resolution.-Adop-
tion of the First Budget Resolution is a key point in the congressional
budget process. Prior to its adoption, required no later than May 15, it
is not in order to consider new spending bills for fiscal year 1981 or
changes in revenues or the public debt for fiscal year 1981. In order to
promote timely action on appropriations bills, theBudget Act requires
that all authorizations for fiscal year 1981 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 meas-
ures that violate these provisions are subject to points of order in the
House.
Additional Matters in the Budget Resolution

Federal Credit Control.-Section 301 (a) (6) of the Act provides
for the inclusion in a budget resolution of "such other matters relating
to the budget as may be appropriate to carry out the purposes of this
Act." The Budget Committee and its Budget Process Task Force have
long been concerned about the impact of Federal credit activities on
financial markets, the economy, and the Federal budget. The President,-
in his statement of March 14, 1980, also pointed out the importance of
controlling credit activities. As a first step toward establishing firi
controls over these programs, the resolution includes targets for the
gross amount of direct loans and loan guarantees which the Federal
Government may make or enter into during fiscal year 1981.

After an initial period of experience with flexible targets for credit
activities, it may be advisable to place hard and fast ceilings on these
programs as a means of exercising further control in this area. ,

Enforcement of Spending Restraint.-Achievement of the balanced
budget targeted in the recommended budget resolution will require
extraordinary discipline and restraint. Existing programs, including
entitlement programs, will have to be cut back and new initiatives de-
ferred. To insure that this goal is realized in fact and not just on paper,
the resolution proposes two radical procedures: reconciliation and the
deferral of enrolling certain spending bills. The authority for these
procedures is found in section 301(b) of the Budget Act, which
provides:

(b) ADDITIONAL MATTERS IN CONCURRENT RESOLUTION.-The first
concurrent resolution on the budget may also require-

(1) a procedure under which all or certain bills and resolution
providing new budget, authority or providing new spending au-
thority described in section 401(c) (2) (C) for such fiscal year
shall not be enrolled until the concurrent resolution required to
be reported under section 310(a) has been agreed to, and, if a
reconciliation bill or reconciliation resolution, or both, are re-
quired to be reported under section 3 10(c), until Congress has
completed action on that bill or resolution, or both; and

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

Enrollment of Spending Bills.-Section 301(b) (1) authorizes
Congress, by means of its first budget resolution, to require that ap-
propriation and entitlement bills for the ensuing fiscal year not be
sent to the President until the congressional budget process has been
completed for that year.



The resolution would require that all spending bills, including both
appropiration and entitlement bills, which exceed the section 302
allocation in the budget resolution by the committees pursuant to the
first budget resolution rolled until after the adoption of the second
budget resolution in the fall. Of course, bills which are consistent with
these budget resolution targets will be sent to the President for signa-
ture immediately.

Reoonciliation Proes.-Section 301 (b) (2) of the Act provides that
the first budget resolution may require any procedure "which is con-
sidered appropriate to carry out the purposes of this Act." If the Con-
gress is to effectuate its goal of balancing the 1981 budget, it will be
necessary to cut back on some existing programs, including entitle-
ment programs. Consequently, the resolution includes directions to
House and Senate committees to consider and report by June 15, 1980,
legislation making tax or spending changes required to achieve the
targets in the budget resolution. Under normal circumstances this
procedure would be implemented in reconciliation directives in the
second resolution, as provided in section 310 of the Act. Due to the
necessity of prompt action to implement the targets in this budget
resolution, however, it is imperative that the reconciliation process
begin immediately.

The reconciliation process contemplated in the resolution would
follow the procedures outlined in section 310 of the Budget Act.

Section 310(a) provides that reconciliation instructions shall di-
rect changes in new budget authority, carryover budget authority
from prior fiscal years, and spending authority.

Implementation of the changes directed in the budget resolution
would be handled by the committees holding jurisdiction over the
particular legislation. The Budget Committees would become involved
in the process only if more than one committee must report imple-
menting legislation, and their role would be limited to assembling
the parts prepared by the various committees into a single bill or
resolution.

Section 310 provides:
SEc. 310. (a) REPORTING OF CONCURRENT RESOLUTION.-The

Committee on the Budget of each House shall report to its
House a concurrent resolution on the budget which reaffirms
or revises the concurrent resolution on the budget most re-
cently agreed to with respect to the fiscal year beginning on
October 1 of such year. Any such concurrent resolution on
the budget shall also, to the extent necessary-

(1) specify the total amount by which-
(A) new budget authority for such fiscal year;
(B) budget authority initially provided for prior

fiscal years; and
(C) new spending authority described in section

401(c) (2) (C) which is to become effective during
such fiscal year,

contained in laws, bills, and resolutions within the juris-
diction of a committee, is to be changed and direct that



committee to determine and recommend changes to ac-
complish a change of such total amount;

(2) specify the total amount by which revenues are to
be changed and direct that the committees having juris-
diction to determine and recommend changes in the
revenue laws, bills, and resolutions to accomplish a
change of such total amount;

(3) specify the amount by which the statutory limit
on the public debt is to be changed and direct the com-
mittees having jurisdiction to recommend such change;
or

(4) specify and direct any combination of the matters
described in paragraphs (1), (2), and (3).

Any such concurrent resolution may be reported, and the
report accompanying it may be filed, in either House notwith-
standing that that House is not in session on the day on which
such concurrent resolution is reported.

(b) COMPLETION OF ACTION OF CONCURRENT RESOLUTION.-
Not later than September 15 of each year, the Congress shall
complete action on the concurrent resolution on the budget
referred to in subsection (a).

(c) RECONCILIATION PROCESS.-If a concurrent resolution
is agreed to in accordance with subsection (a) containing di-
rections to one or more committees to determine and recom-
mend changes in laws, bills, or resolutions, and-

(1) only one committee of the House or the Senate is
directed to determine and recommend changes, that com-
mittee shall promptly make such determination and rec-
ommendations and report to its House a reconciliation
bill or reconciliation resolution, or both, containing such
recommendations; or

(2) more than one committee of the House or the
Senate is directed to determine and recommend changes,
each such committee so directed shall promptly make
such determination and recommendations, whether such
changes are to be contained in a reconciliation bill or
reconciliation resolution, and submit such recommenda-
tions to the Committee on the Budget of its House, which
upon receiving all such recommendations, shall report to
its House a reconciliation bill or reconciliation resolu-
tion, or both, carrying out all such recommendations
without any substantive revision.

For purposes of this subsection, a reconciliation resolution
is a concurrent resolution directing the Clerk of the House
of Representatives or the Secretary of the Senate, as the
case may be, to make specified changes in bills and resolutions
which have not been enrolled.

(d) COMPLETION OF RECONCILIATION PRocEss.-Congress
shall complete action on any reconciliation bill or reconcilia-
tion resolution reported under subsection (c) not later than
September 25 of each year.



Revisions of Budget Resolutions.-Section 304 provides the author-
ity to revise the budget resolution whenever necessary during the fiscal
year.

Section 304 states:
SEC. 304. At any time after the first concurrent resolution

on the budget for a fiscal year has been agreed to pursuant to
section 301, and before the end of such fiscal year, the two
Houses may adopt a concurrent resolution on the budget
which revises the concurrent resolution on the budget for
such fiscal year most recently agreed to.

Pursuant to the authority of section 304, the resolution revises the
Second Concurrent Resolution on the Budget for Fiscal Year 1980.

Public Debt Limit.-Pursuant to P.L. 96-38, which became law on
September 29, 1979, the debt limit for fiscal year 1981 will be the
amount specified in the most recently. approved conference report to
accompany the First Concurrent Resolution on the Budget for Fiscal
Year 1981.

The new procedure on the House side would blend the public debt
limit as part of the congressional budget process which, by setting the
budget totals, would fundamentally determine what amount of debt
must be incurred and be outstanding.

The amount approved in the resolution would then become 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 would be for-
warded to the President for his signature.

Legislative jurisdiction over the public debt will remain in the Com-
mittee on Ways and Means. The proposed new procedure does not
preclude that committee from originating public debt bills whenever
necessary.

Committee Action on the First Budget Resolution.-The Committee
met to consider the Resolution in open executive session on March 19
and 20, 1980. The Resolution was ordered reported on March 20, 1980
by a recorded vote of 18-6, with one Member voting present. The com-
mittee reconsidered the resolution on March 26, 1980 and ordered it
reported.





IX. HOUSE CONCURRENT RESOLUTION 307

[H. Con. Res. 307, 96th Congress, 2d session]

CONCURRENT RESOLUTION setting forth the congressional budget for the
United States Government for the fiscal years 1981, 1982, and 1983 and revising
the congressional budget for the United States Government for the fiscal year
1980

Resolved by the Howe of Representatives (the Senate cononuinp),
That the Congress hereby determines and declares, pursuant to section
301 (a) of the Congressional Budget Act of 1974, that for the fiscal
year beginning on October 1, 1980-

(1) the recommended level of Federal revenues is $613,800,000,-
000, and the amount by which the aggregate level of Federal rev-
enues should be decreased is $10,300,000,000 and the amount by
which the aggregate level of Federal revenues should be increased
is $22,300,000,000;

(2) the appropriate level of total new budget authority is
$694,600,000,000;

(3) the appropriate level of total budget outlays is $611,-
800,000,000;

(4) the amount of the surplus in the budget which is appropriate
in the light of economic conditions and all other relevant factors
is $2,000,000,000;

(5) the appropriate level of the public debt is $926,800,000,000
and the amount by which the statutory limit on such debt should
accordingly be increased is $30,100,000,000 ; and

(6) the appropriate level of total gross obligations for the
principal amount of direct loans is $60,600,000,000 and the appro-
priate level of total commitments to guarantee loan principal is
$79,600,000,000.

SiEc. 2. Based on allocations of the appropriate level of total new
budget authority and of total budget outlays as set forth in paragraphs
(2) and (3) of the first section of this resolution, the Congress hereby
determines and declares pursuant to section 301 (a) (2) of the Con-
gressional Budget Act of 1974 that, for the fiscal year beginning on
October 1, 1980, the appropriate level of new budget authority and
the estimated budget outlays for each major functional category are
as follows:

(1) National Defense (050):
(A) New budget authority, $160,800,000,000;
(B) Outlays, $147,900,000,000.

(2) International Affairs (150) :
(A) New budget authority, $24,000,000,000;
(B) Outlays, $9,600,000,000.

(3) General Science, Space, and Technology (250):
(A) New budget authority, $6,700,000,000;
(B) Outlays, $6,300,000,000.
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(4) Energy (270):
(A) New budget authority, $7,500,000,000;
(B) Outlays, $7,100,000,000.

(5) Natural Resources and Environment (300):
(A) New budget authority, $12,000,000,000;
(B) Outlays, $12,400,000,000.

(6) Agriculture (350) :
(A) New budget authority, $5,400,000,000;
(B) Outlays, $2,300,000,000.

(7) Commerce and Housing Credit (370):
(A) New budget authority, $5,100,000,000;
(B) Outlays, -$100,000,000.

(8) Transportation (400) :
(A) New budget authority, $22,800,000,000;
(B) Outlays, $19,500,000,000.

(9) Community and Regional Development (450):
(A) New budget authority, $9,000,000,000;
(B) Outlays, $9,400,000,000.

(10) Education, Training, Employment and Social Services
(500):

(A) New budget authority, $33,300,000,000;
(B) Outlays, $30,700,000,000.

(11) Health (550):
(A) New budget authority, $71,500,000,000;
(B) Outlays, $61,800,000,000.

(12) Income Security (600) :
(A) New budget authority, $252,100,000,000;
(B) Outlays, $200,100,000,000.

(13) Veterans Benefits and Services (700):
(A) New budget authority, $21,700.000,000;
(B) Outlays, $21,200,000,000.

(14) Administration of Justice (750):
(A) New budget authority, $4,200,000,000;
(B) Outlays, $4,600,000,000.

(15) General Government (800):
(A) New budget authority, $4,700,000,000;
(B) Outlays, $4,600,000,000.

(16) General Purpose Fiscal Assistance (850):
(A) New budget authority, $6,200000,000;
(B) Outlays, $6,800.000,000.

(17) Interest (900):
(A) New budget authority, $72.200,000,000;
(B) Outlays. $72,200,000.000.

(18) Allowances (920):
(A) New budget authority, $000,000,000;
(B) Outlays, $000,000,000.

(19) Undistributed Offsetting Receipts (950):
(A) New budget authority, - $24,600,000,000;
(B) Outlays, - $24,600,000.000.

SEC. 3. Pursuant to sections 301(b) (2) and 310 of the Budget Act:
(a) (1) the House Committee on Agriculture and the Senate Com-

mittee on Agriculture, Nutrition, and Forestry shall recommend pro-



gram reductions for fiscal year 1981 in reported or enacted laws, bills,
and resolutions that reduce spending by $520,000,000 in budget author-
ity and $520,000,000 in outlays and are instructed to report on or before
June 15, 1980, such recommendations to effectuate reductions in corre-
sponding new budget authority for fiscal year 1981, budget authority
initially provided for prior fiscal years, and new or existing spending
authority for programs within the jurisdiction of those committees;
and (2) the Senate Committee on Agriculture, Nutrition, and Forestry
shall reduce spending for fiscal year 1981 in enacted laws, bills, and
resolutions by $533,000,000 in budget authority and $507,000,000 in
outlays and is instructed to report on or before June 15, 1980, its rec-
ommendations for changes in new budget authority for fiscal year
1981, budget authority initially provided for prior fiscal years, and
new or existing spending authority contained in enacted laws, bills,
and resolutions within the jurisdiction of this committee sufficient to
accomplish the reduction required by this subsection.

(b) the House Commitee on Armed Services and the Senate Com-
mittee on Armed Services shall reduce spending for fiscal year 1981 in
enacted laws, bills, and resolutions by $3,263,000,000 in budget author-
ity and $3,188,000,000 in outlays and are instructed to report on or
before June 15, 1980, their recommendations for changes in new budget
authority for fiscal year 1981, budget authority initially provided for
prior fiscal years, and new or existing spending authority contained in
enacted laws, bills, and resolutions within the jurisdictions of those
committee sufficient to accomplish the reduction required by this sub-
section.

(c) the House Committee on Education and Labor shall reduce
spending for fiscal year 1981 in enacted laws, bills, and resolutions
by $839,000,000 in budget authority and $786,000,000 in outlays, and
is instructed to report on or before June 15, 1980, its recommen-
dations for changes in new budget authority for fiscal year 1981,
budget authority initially provided for prior fiscal years, and new
or existing spending authority contained in enacted laws, bills, and
resolutions within the jurisdiction of this committee sufficient to ac-
complish the reduction required by this subsection.

(d) the House Committee on Interstate and Foreign Commerce
shall reduce spending for fiscal year 1981 in reported or enacted laws,
bills, and resolutions by $200,000,000 in budget authority and $270,-
000,000 in outlays and is instructed to report on or before June 15,
1980, its recommendations for changes in new budget authority for
fiscal year 1981, budget authority initially provided for prior fiscal
years, and new or existing spending authority contained in reported
or enacted laws. bills, and resolutions within the jurisdiction of this
committee sufficient to accomplish the reduction required by this sub-
section.

(e) the House Committee on Post Office and Civil Service and the
Senate Committee on Governmental Affairs shall reduce spending
for fiscal year 1981 in enacted laws, bills, and resolutions by $3,639,-
000,000 in budget authority and $4,204,000,000 in outlays and are
instructed to report on or before June 15, 1980, their recommen-
dations for changes in new budget authority for fiscal year 1981,
budget authority initially provided for prior fiscal years, and new



or existing spending authority contained in enacted laws, bills, and
resolutions within the jurisdictions of those committees sufficient to
accomplish the reduction required by this subsection.

(f) (1) the House Committee on Public Works and Transportation
and the Senate Committee on Environment and Public Works shall
recommend program reductions for fiscal year 1981 in enacted laws,
bills, and resolutions that reduce spending by $400,000,000 in outlays
and are instructed to report on or before June 15, 1980, such recom-
mendations to effectuate reductions in corresponding outlays for pro-
grams within the jurisdiction of those committees; and (2) the House
Committee on Public Works and Transportation shall reduce spend-
ing for fiscal year 1981 in enacted laws, bills, and resolutions by
$150,000,000 in budget authority and $150,000,000 in outlays and is
instructed to report on or before June 15, 1980, its recommendations
for changes in new budget authority for fiscal year 1981, budget
authority initially provided for prior fiscal years, and new or exist-
ing spending authority contained in reported or enacted laws, bills,
and resolutions within the jurisdiction of this committee sufficient
to accomplish the reduction required by this subsection.

(g) the House Committee on Veterans Affairs and the Senate Com-
mittee on Veterans Affairs shall reduce spending or recommend pro-
gram reductions for fiscal year 1981 in enacted laws, bills, and reso-
lutions by $400,000,000 in budget authority and $400,000,000 in out-
lays and are instructed to report on or before June 15, 1980, their
recommendations to reduce spending, or to effectuate reductions, in
new or corresponding budget authority for fiscal year 1981, budget
authority initially provided for prior fiscal years, and new or exist-
ing spending authority contained in enacted laws, bills, and reso-
lutions within the jurisdictions of those committees, or for programs
within the jurisdictions of those committees, sufficient to accomplish
the reduction required by this subsection.

(l) the House 'Committee on Ways and Means shall reduce spend-
ing for fiscal year 1981 in reported or enacted 'laws, bills, and resolu-,
tions by $717,000,000 in budget authority and $1,869,000,000 in
outlays, and is instructed to report on or before June 15, 1980, its rec-
ommendations for changes in new budget authority for 'fiscal year
1981, budget authority initially provided for prior fiscal years, and
new or existing spending authority contained in reported or enacted
laws, bills, and resolutions within the jurisdiction of this committee
sufficient to accomplish the reduction required by this subsection.

(i) the Senate Committee on 'Commerce, Science, and Tranisporta-
tion shall reduce spending for fiscal year 1981 in enacted laws, bills,
and resolutions by $150,000,000 in budget authority and $150,000,000
in outlays and is instructed to report on or before June 15 1980, its
recommendations for changes in new budget authority for fiscal year
1981, budget authority initially provided for prior fiscal years, and
new or existing spending authority contained in enacted laws, bills,
and resolutions within the jurisdiction of this committee sufficient to
accomplish the reduction required by this subsection.

(j) the Senate Committee on Finance shall reduce spending for
fiscal year 1981 in enactel laws, bills, and resolutions by $917,000,000
in budget authority and $2,069,000,000 in outlays and is instructed to
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report on or before June 15, 1980, its recommendations for changes
in new budget authority for fiscal year 1981, budget authority initially
provided for prior fiscal years, and new or existing spending author-
ity contained in enacted laws, bills, and resolutions within the juris-
diction of this committee sufficient to accomplish the reduction re-
quired by this subsection.

(k) the Senate Committee on Labor and Human Resources shall re-
duce spending for fiscal year 1981 in enacted laws, bills, and resolu-
tions by $306,000,000 in budget authority and $349,000,000 in outlays
and is instructed to report on or before June 15, 1980, its recommenda-
tions for changes in new budget authority for fiscal year 1981, budget
authority initially provided for prior fiscal years, -and new or existing
spending authority contained in enacting laws, bills, and resolutions
within the jurisdiction of this committee sufficient to accomplish the
reduction required by this subsection, and

(1) the House Committee on Ways and Means and the Senate Com-
mittee on Finance shall increase revenues for 'fiscal years 1981 in re-
ported or enacted laws, bills, and resolutions by $22,200,000,000 and
are instructed to report on or before June 15, 1980, ,their recommenda-
tions for changes in revenues for fiscal year 1981 contained in reported
or enacted laws, bills, and resolutions within the jurisdictions of those
committees sufficient to accomplish the increase required by this sub-
section.

SEc. 4. In accordance with section 301 (b) (1) of the Budget Act,
no bill or resolution providing new budget authority for fiscal year
1981 or providing new or existing spending authority described in
section 401(c) (2) (C) of the Budget Act in excess of the allocation
of the appropriate levels of total budget outlays and total new budget
authority submitted pursuant to section 302(b) of the Budget Act,
shall be enrolled until Congress has completed action on the second
budget resolution for that fiscal year as required to be reported under
section 310 of the Budget Act; and, if a reconciliation bill or recon-
ciliation resolution, or both, are required to be reported under section
310(c), until Congress has completed action on that bill or resolution,
or both.

SEc. 5. The Congress sets forth the following budgetary levels for

fiscal years 1982-1983-
(1) the recommended level of Federal revenues is as follows:

Fiscal year 1982: $694,800,000,000;
Fiscal year 1983: $804,100,000,000.

and the amount by which tht aggregate levels of Federal revenues

should be increased or decreased is as follows:
Fiscal year 1982: +$300,000,000;
Fiscal year 1983 : $000,000,000.

(2) the appropriate level of total new budget authority is as

follows:
Fiscal year 1982 : $767,300,000,000;
Fiscal year 1983 : $864,500,000,000.

(3) the appropriate level of total budget outlays is as follows:

Fiscal year 1982: $683,100,000,000;
Fiscal year 1983 : $775,400,000,000.
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(4) the amount of the surplus in the budget which is appro-
priate in light of economic conditions and all other relevant fac-
tors is as follows:

Fiscal year 1982: $11,700,000,000;
Fiscal year 1983 : $28,700,000,000.

(5) the appropriate level of the public debt' is as follows:
Fiscal year 1982: $954,200,000,000;
Fiscal year 1983: $970,600,000,000.

(b) Based on allocations of the appropriate level of total new
budget authority and of total budget outlays for fiscal years 1982
and 1983 as set forth above, the appropriate level of new budget
authority and the estimated budget outlays for each major functional
category are respectively as follows:

(1) National Defense (050)
Fiscal year 1982:

(A) New budget authority, $182,100,000,000;
(B) Outlays, $166,500,000,000.

Fiscal year 1983:
(A) New budget authority, $203,900,000,000;
(B) Outlays, $185,600,000,000.

(2) International Affairs (150)
Fiscal year 1982:

(A) New budget authority, $16,200,000,000;
(B) Outlays, $10,000,000,000.

Fiscal year 1983:
(A) New budget authority, $15,900,000,000;
(B) Outlays, $10,700,000,000.

(3) General Science, Space, and Technology (250);
Fiscal year 1982:

(A) New budget authority, $6,900,000,000;
(B) Outlays, $6,700,000,000.

Fiscal year 1983:
(A) New budget authority, $7,000,000,000;
(B) Outlays, $6,900,000,000.

(4) Energy (270):
Fiscal year 1982:

(A) New budget authority, $8,600,000,000;
(B) Outlays, $10,500,000,000.

Fiscal year 1983:
(A) New budget authority, $10,200,000,000;
(B) Outlays, $11,700,000,00).

(5) Natural Resources and Environment (300):
Fiscal year 1982:

(A) New budget authority, $13,400,000,000;
(B) Outlays, $13,200,000,000.

Fiscal year 1983:
(A) New budget authority, $13,900,000,000;
(B) Outlays, $13,600,000,000.



(6) Agriculture (350):
Fiscal year 1982:

(A) New budget authority, $6,300,000,000;
B) Outlays, $4,200,000,000.

Fiscal year 1983:
(A) New budget authority, $4,300,000,000;
(B) Outlays, $5,200,000,000.

(7) Commerce and Housing Credit (370):
Fiscal year 1982:

(A) New budget authority, $5,500,000,000;
(B) Outlays, $2,300,000,000.

Fiscal year 1983:
(A) New budget authority, $5,700,000,000;
B) Outlays, $2,300,000,000.

(8) Transportation (400):
Fiscal year 1982:

(A) New budget authority, $22,300,000,000;
(B) Outlays, $20,500,000,000.

Fiscal year 1983:
(A) New budget authority, $24,500,000,000;
(B) Outlays, $22,200,000,000.

(9) Community and Regional Development (450):
Fiscal year 1982:

(A) New budget authority, $9,200,000,000;
(B) Outlays, $9,000,000,000.

Fiscal year 1983:
(A) New budget authority, $9,500,000,000;
(B) Outlays, $9,300,000,000.

(10) Education, Training, Employment, and Social Services (500):
Fiscal year 1982:

(A) New budget authority, $36,500,000,000;
(B) Outlays, $33,900,000,000.

Fiscal year 1983:
(A) New budget authority, $41,000,000,000;
(B) Outlays, $39,300,000,000.

(11) Health (550) :
Fiscal year 1982:

(A) New budget authority, $83,100,000,000;
(B) Outlays, $70,100,000,000.

Fiscal year 1983:
(A) New budget authority, $119,000,000,000;
(B) Outlays, $103,300,000,000.

(12) Income Security (600):
Fiscal year 1982:

(A) New budget authority, $289,900,000,000;
(B) Outlays, $249,600,000,000.

Fiscal year 1983:
(A) New budget authority, $318,400,000,000;
(B) Outlays, $274,600,000,000.



(13) Veterans Benefits and Services (700):
Fiscal year 1982:

(A) New budget authority, $23,400,000,000;
(B) Outlays, $22,800,000,000.

Fiscal year 1983:
(A) New budget authority, $25,000,000,000;
(B) Outlays, $24,400,000,000.

(14) Administration of Justice (750)
Fiscal year 1982:

(A) New budget authority, $4,300,000,000;
(B) Outlays, $4,500,000,000.

Fiscal year 1983:
(A) New budget authority, $4,400,000,000;
(B) Outlays, $4,600,000,000.

(15) General Government (800)
Fiscal year 1982:

(A) New budget authority, $5,000,000,000;
(B) Outlays, $4,700,000,000.

Fiscal year 1983:
(A) New budget authority, $4,900,000,000;
(B) Outlays, $4,800,000,000.

(16) General Purpose Fiscal Assistance (850):
Fiscal year 1982:

(A) New budget authority, $6,400,000,000;
(B) Outlays, $6,400,000,000.

Fiscal year 1983:
(A) New budget authority, $6,500,000,000;
(B) Outlays, $6,500,000,000.

(17) Interest (900) :
Fiscal year 1982:

(A) New budget authority $73,600,000,000;
(B) Outlays, $73,600,000,000.

Fiscal year 1983:
(A) New budget authority, $76,500,000,000;
(B) Outlays, $76,500,000,000.

(18) Allowances (920):
Fiscal year 1982:

(A) New budget authority, $1,900,000,000;
(B) Outlays, $1,900,000,000.

Fiscal year 1983:
IA) New budget authority, $3,600,000,000;
B) Outlays, $3,600,000,000.

(19) Undistributed Offsetting Receipts (950):
Fiscal year 1982:

(A) New budget authority. -$27,300,000,000;
(B) Outlays, -$27,300,000,000.

Fiscal year 1983:
(A) New budget authority, -$29,700,000,000;
(B) Outlays, - $29,700,000,000.



Sic. 6. Section 1 of S. Con. Res. 53 is revised as follows-
(a)-

(1) the recommended level of Federal revenues is $528,800,-
000,000, and the amount by which the aggregate level of Federal
revenues should be increased is $4,300,000,000;

(2) the appropriate level of total new budget authority is
$657,200,000,000;

(3) the appropriate level of total budget outlays is $567,000,-
000,000;

(4) th, amount of the deficit in the budget which is appropriate
in the light of economic conditions and other relevant factors is
$38,200,000,000; and

(5) the appropriate level of the public debt is $896,700,000,000,
and the amount by which the statutory limit on such debt should
accordingly be increased is $17,700,000,000.

(b) -
(1) National Defense (050)

(A) New budget authority. $142,500,00000;
(B) Outlays, $132,700,000,000.

(2) International Affairs (150) :
(A) New budget authority, $15,800,000,000;
(B) Outlays, $10,100,000,000.

(3) General Science, Space and Technology (250):
(A) New budget authority, $6,100,000,000;
(B) Outlays, $5,900,000,000.

(4) Energy (270):
(A) New budget authority, $40,300,000,000;
(B) Outlays, $6,700,000,000.

(5) Natural Resources and Environment (300)
(A) New budget authority, $12,300,000,000;
(B) Outlays, $12,900,000,000.

(6) Agriculture (350) :
(A) New budget authority, $5,000,000,000;
(B) Outlays, $5,900,000,000.

(7) Commerce and Housing Credit (370):
(A) New budget authority, $10,100,000,000;
(B) Outlays, $5,400,000,000.

(8) Transportation (400) :
(A) New budget authority, $21,000,000,000;
(B) Outlays, $19,400,000,000.

(9) Community and Regional Development (450):
(A) New budget authority, $8,700,000,000;
(B) Outlays, $9,400,000,000.

(10) Education, Training, Employment and Social Services(500): (A) New budget authority, $29,900,000,000;
(B) Outlays, $30,300,000,000.

(11) Health (550):
(A) New budget authority, $59,900,000,000;
(B) Outlays, $56,500,000,000.



(12) Income Security (600) :
(A) New budget authority, $223,000,000,000;
(B) Outlays, $190,000,000,000.

(13) Veterans Benefits and Services (700):
(A) New budget authority, $21,000,000,000;
(B) Outlays, $20,300,000,000.

(14) Administration of Justice (750):
(A) New budget authority, $4,300,000,000;
(B) Outlays, $4,400,000,000.

(15) General Government (800) :
(A) New budget authority, $4,500,000,000;
(B) Outlays, $4,400,000,000.

(16) General Purpose Fiscal Assistance (850)
(A) New budget authority, $8,600,000,000;
(B) Outlays, $8,600,000,000.

(17) Interest (900):
(A) New budget authority, $65,500,000,000;
(B) Outlays, $65,500,000,000.

(18) Allowances (920):
(A) New budget authority, $1,000,000,000;
(B) Outlays, $900,000,000.

(19) Undistributed Offsetting Receipts (950)
(A) New budget authority, - $22,300,000,000;
(B) Outlays, - $22,300,000,000.

SEC. 7. The Congress urges the President to study and review the
current inflation measure for indexing Federal programs, and to sub-
mit his findings and recommendations for the most appropriate cost-
of-living measure within 60 days after passage of this budget reso-
lution.
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APPENDIX A

DESCRIPTION OF FUNCTIONS

Function 050: National Defense

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

DESCRITION OF FUNCTION

This function represents 24 percent of total outlays contained in
the recommendation for fiscal year 1981. Approximately 60 percent
of the outlays in the recommendation for this function could be de-
scribed as outlays which are relatively controllable by Congress under
existing law for fiscal year 1981.

Funds in this function are provided to develop, maintain, and equip
the military forces of the United States, and to finance defense-related
activities of the Department of Energy. Major areas of funding in-
clude pay and benefits to active military and civilian personnel; mili-
tary retired pay; research, development and procurement of weapons
systems and supporting equipment; military construction including
family housing; and operations and maintenance of the defense
establishment. Funding is also provided for the development and
procurement of nuclear weapons and naval reactors.

MAJOR FEDERAL PROGRAMS IN THis FUNCTION

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

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN TniS FUNCTION

Department of Defense
Department of Energy

(Nuclear Weapons and Naval Reactors)

Function 150: International Affairs

151: Foreign Economic and Financial Assistance
152: Military Assistance
153: Conduct of Foreign Affairs
154: Foreign Information and Exchange Activities
155: International Financial Programs

(195)



DESCRIPI'rON OF FUNCTION

This function represents 2 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 53 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

Funds in this function are provided to finance the foreign affairs
establishment, including embassies and other diplomatic missions
abroad; sale of U.S. commodities under the Food for Peace programs;
foreign aid loan and technical assistance activities in the less developed
countries; security supporting assistance, military assistance to for-
eign governments; foreign military sales made through the trust fund,
U.S. contributions to the international financial institutions, and
Export-Import Bank activities.

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

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Department of State
Department of Defense
Department of Treasury
Department of Agriculture
Agency for International Development
International Communication Agency
Export-Import Bank

Function 250: General Science, Space and Technology

251: General Science and Basic Research
253: Space Flight
254: Space Science, Applications and Technology
255: Supporting Space Activities

DESCnrPTION OF FUNCTION

This function represents 1 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 71 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

This function includes space research and technology, general sci-
ence, and basic research not specifically covered by other functional
areas, and represents nearly 20 percent of the total Federal research



and development outlays. The budgets for the National Science Foun-
dation 'NSF), certain research programs of the Department of
Energy (DOE), a small Smithsonian Institution program, and the
National Aeronautics and Space Administration (NASA) program
(except for aeronautical programs) are within this category.

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

General Science and Basic Research (Not primarily associated
with other functions)

Space Research, Technology and Applications

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN Tnis FUNCTION

Department of Energy
National Science Foundation
National Aeronautics and Space Administration

Function 270: Energy

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

DEscRiPnoN OF FUNCTION

This function represents 1 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 37 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

This function represents a consolidation of nearly all Federal energy
and energy-related programs. Outlays in recent years have risen sub-
stantially reflecting the national goal of increasing energy security.

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Energy Supply
Energy Research, Development, and Demonstration
Energy Conservation
Strategic Petroleum Reserve
Nuclear Regulation
TVA Power Program

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Department of Energy
Nuclear Regulato Commission
Tennessee Valley Authority



Function 300: Natural Resources and Environment

301: Water Resources
302: Conservation and Land Management
303: Recreational Resources
304: Pollution Control and Abatement
306: Other Natural Resources

DESCRIPTION OF FUNCTION

This function represents 2 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 49 percent of
the outlays in the recommendation for this function could be described
as outlays which are relatively controllable by Congress under exist-
ing law for fiscal year 1981.

Programs in this function are primarily designed to develop, man-
age, and maintain the Nation's natural resources and environment.
Over the last 5 years, outlays in this function have risen significantly,
reflecting substantial spending for activities related to the national
goal of enhancing the environment.

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Natural Resources Management, Development and Conservation
Water Resources Programs
Management and Acquisition of Natural Parks
Sewage Treatment Plant Construction Grant Program
Implementation of National Environmental Program
Development, Regulation, and Conservation of Minerals
Management and Preservation of the Public Lands

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Department of the Interior
Department of Agriculture
Department of Commerce
Army Corps of Engineers
Environmental Protection Agency

Function 350: Agriculture

351: Farm Income Stabilization
352: Agriculture Research and Services

DEsCRIPTION OF FUNCTION

This function represents 1 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 99 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.



Programs in this function are designed to assist food purchasers,
provide market information and services, and support food research.
Food producers are assisted through deficiency payments, disaster
payments, product purchases, insurance, nonresource loans, and regu-
lar loans. Market information and services include Department of
Agriculture administration, animal disease prevention, distribution
of market information, and numerous regulatory activities. Research
provide for direct support of Federal biological research facilities,
grants for State-supported facilities, and economic analysts.

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

Function 370: Commerce and Housing Credit

371: Mortgage Credit and Thrift Insurance
372: Postal Service
374: Federal Financing Bank
376: Other Advancement and Regulation of Commerce

DESCRIPTION OF FUNCTION

This function represents 0 percent of total outlays containing in the
recommendation for fiscal year 1981. After making allowance for off-
setting receipts and transactions in revolving funds, almost 100 per-
cent of the outlays in the recommendation for this function could be
described as outlays which are relatively controllable by Congress
under existing law for fiscal year 1981.

This function, which is highly volatile from year to year because of
changing economic conditions, provides for assistance through the
Government's mortgage credit programs and other activities related to
commerce and finance.

MAJOR FEDERAL PROGRAMS IN THIs FUNCTION

Mortgage Insurance Programs
Secondary-Market Support for Insured and Subsidized Mortgages
Rural Housing Programs
Payments to the Postal Service
Small Business Loan and Guarantee Assistance
Thrift and Deposit Insurance
Regulatory Agencies



MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN TIs FUNCTION

Department of Housing and lTrban Development: FHA and GNMA
Department of Agriculture: FMHA
Department of Commerce
Postal Service
Small Business Administration
Regulatory Commissions
Federal Deposit Insurance Corporation
Federal Home Loan Bank Board

Function 400: Transportation

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

DESCRITION or FUNCrION

This function represents 3 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 33 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

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

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Highway Construction and Safety
Mass Transit
Railroad Assistance
Airways and Airports
Maritime Subsidies
Coast Guard

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN Tins FUNCTION

Department of Transportation
Department of Commerce
NASA: Aeronautical Research
Interstate Commerce Commission
Civil Aeronautics Board

Function 450: Community and Regional Development

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



DEscRPmioN oF FUNCTION '

This function represents 2 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 18 percent of
the outlays in the recommendation for this function could be described
as outlays which are relatively controllable by Congress under exist-
ing law for fiscal year 1981.

During the past five years, the function has ranged between one
percent and two percent of the Federal budget. Community develop-
ment block grants accoimt for more than half of the outlays in this
function. The balance is made up of a wide variety of urban and rural
development grant programs, Indian programs and disaster and
emergency aid programs.

MAJOR FEDERAL PROGRAMS IN Tnis FUNCTION

Community Development Block Grants
Urban Development Action Grants
Rehabilitation Loans
Rural Development Assistance
Economic Development Assistance
Local Public Works
Appalachian and Other Regional Programs
Indian Programs
Disaster Relief
Flood Insurance

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Department of Housing and Urban Development
Department of Agriculture: Farmers Home Loan Administration
Department of Commerce: Economic Development Administration
Department of Interior: Bureau of Indian Affairs
Small Business Administration

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

501: Elementary, Secondary, and Vocational Education
502: Higher Education
503: Research and General Education Aids
504: Training and Employment Services
505: Other Labor Services
506: Social Services

DESCRIPTION Or FUNCTION

This function represents 1 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 41 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.



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

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Financial Assistance for Elementary and Secondary Education
(ESEA)

Occupational, Vocational and Adult Education
Higher Education Student Assistance
Higher and Continuing Education
Comprehensive Employment and Training Act (CETA) Program
Grants to States for Social and Child Welfare Services
Human Development Services

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN Tis FUNCTION

Department of Education
Department of Health and Human Services
Department of Labor
Department of Interior
Community Services Administration, ACTION, and Various Other

Independent Agencies

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

This function represents 10 percent of total outlays contained in
the recommendation for fiscal year 1981. Approximately 8 percent
of the outlays in the recommendation for this function could be de-
scribed as outlays which are relatively controllable by Congress under
existing law for fiscal year 1981.

The major purpose of programs in this function, is to promote the
physical and mental health of the population. Program include fi-
nancing of medical care for aged, poor, and disabled persons; provi-
sion of health care for certain population groups, such as American
Indians and merchant seamen; and grants to States, localities, and



community groups to support health services programs. The function
also includes research into the causes and cure of disease; promotion
of consumer and occupational health and safety; training support for
health care workers and researchers; construction of health training
and health care facilities; and food, drug, and other product safety
and inspection programs.

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Health Insurance for the Aged and Disabled (Medicare)
Grants to States for Medical Assistance Programs (Medicaid)
National Institutes of Health
Alcoholism, Drug Abuse and Mental Health Research, Training

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

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN Tis FUNCTION

Department of Health and Human Services
Department of Labor
Office of Personnel Management
Department of Agriculture: Food Safety and Quality Service

Function 600: Income Security

601: General Retirement and Disability Insurance
602: Federal Employee Retirement and Disability
603: Unemployment Compensation
604: Public Assistance and Other Income Supplements

DESCRIPTION OF FUNCTION

This function represents 36 percent of total outlays contained in
the recommendation for fiscal year 1981. Approximately 7 percent of
the outlays in the recommendation for this function could be described
as outlays which are relatively controllable by Congress under exist-
ing law for fiscal year 1981.

Programs in this function provide cash and in-kind benefits to peo-
ple who need permanent or temporary income assistance. Over half
of 'he estimated outlays will go to retirees through such programs as
social security, Federal civilian retirement, and Railroad Retirement.
In-kind assistance benefits include food stamps and other food pro-
grams, as well as subsidized housing. Cash assistance benefits include
Aid to, Families with Dependent Children (AFDC), Supplemental
Security Income (SSI), and special benefits for disabled coal miners.
Cash benefits for the disabled 'are provided through special programs,
the largest of which is the disability component of social security.
Finally, unemployment benefits for workers temporarily out of work
are included in this function.
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MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Old-Age, Survivors and Disability Insurance
Railroad Retirement
Special Benefits for Disabled Coal Miners
Federal Employee Retirement and Disability
Unemployment Compensation
Supplemental Security Income (SSI)
Grants to States for Maintenance Payments (Primarily AFDC)
Housing Assistance
Food Stamps
Child Nutrition

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Office of Personnel Management
Department of Agricultuxe: Food and Nutrition Service
Department of Health and Human Services
Department of HouSing and Urban Development
Department of Labor
Railroad Retirement Board
Department'of State

Function 700: Veterans Benefits and Services

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

DESCRIPTION OF FUNCTION

This function represents 3 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 33 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

Most programs in this function are administered by the Veterans
Administration in support of former members of the armed services
and their survivors and dependents. Over half of the outlays in this
function are for Income Security programs: compensation, pensi6ns,
and life insurance. Nearly one-third of the outlays are targeted at hos-
pital and medical care for veterans, and about one-tenth comprise the
remainder. Nearly the entire function requires current action by Con-
gress, yet the bulk of these outlays are virtually uncontrollable because
of the entitlement nature of the major programs.

MAJOR FEDERAL PROGRAMS IN THIS FuNCTON

Veterans Disability Compensation
Veterans Pensions
Veterans Education and Training (GI Bill)



Veterans Hospital and Medical Care
Veterans Guaranteed Housing Loans
Veterans Life Insurance

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Veterans Administration

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 represents 1 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 55 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

The largest law enforcement programs are for the operations of the
Federal Bureau of Investigation, Customs Service, and Immigration
and Naturalization Service which together constitute over 25 percent
of total outlays in this function. Approximately 30 percent of total
outlays is accounted for by Federal litigative and judicial activities.
Approximately 25 percent of outlays is accounted for by criminal
justice assistance and correctional activities.

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Federal Bureau of Investigation
Drug Enforcement
Immigration and Naturalization
Legal Services
Customs
Prisons
Courts
Law Enforcement Assistance
Juvenile Delinquency Prevention

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Department of Justice
Department of Treasury
Civil Rights Commission
Legal Services Corporation

Function 800: General Government

801: Legislative Functions
802: Executive Direction and Manrgement
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803: Central Fiscal Operations
804: General Property and Records Management
805: Central Personnel Management
806: Other General Government

DESCRIPTION OF FUNCTION

This function represents 1 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 80 percent of
the outlays in'the recommendation for this function could be described
as outlays which are relatively controllable by Congress under exist-
ing law for fiscal year 1981.

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

Function 850: General Purpose Fiscal Assistance

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

DESCRIPTION OF FUNCTION

This function represents 1 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 83 percent of the
outlays in the recommendation for this function could be described
as outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

The General Revenue Sharing program accounts for nearly 90 per-
cent of the function. The balance of the function is comprisedof anti-
recession assistance, payments and loans to the District of Columbia,
along with the return of portions of certain taxes and other charges to
States and local governments.



MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

General Revenue Sharing
Antirecession Assistance
New York City Seasonal Loan Program
District of Columbia Federal Payment
Payments in Lieu of Taxes

MAJOR FEDERAL DEPARTMENTS AND AGENCIES IN Tins FUNCTION

Department of Treasury
Department of Interior

Function 900: Interest

901: Interest on the Public Debt
902: Other Interest

DESCRIPTION OF FUNCTION

This function represents 12 percent of total outlays contained in the
recommendation for fiscal year 1981. Approximately 0 percent of the
outlays in the recommendation for this function could be described as
outlays which are relatively controllable by Congress under existing
law for fiscal year 1981.

This function is composed almost exclusively of interest on the
public debt, to which are added minor amounts of interest paid by the
Federal Government (interest on income tax refunds, for example)
and from which are deducted offsetting receipts, such as interest paid
by the Federal Financing Bank on its Treasury borrowings. The
Treasury Department accordingly accounts for almost all of the
transactions in this function. A substantial share of interest paid out
by the Treasury under this function is recovered through trust fund
receipts. In fiscal year 1979, for example, approximately 19 percent
of gross interest payments were collected by Government trust funds.
In addition, approximately 16 percent of interest payments are re-
turned to the Federal budget as revenues through the deposit of excess
earnings of the Federal Reserve System.

MAJOR FEDERAL PROGRAMS IN THIS FUNCTION

Interest on the Public Debt
Interest on Income Tax Refunds

IAJOR FEDERAL DEPARTMENTS AND AGENCIES IN THIS FUNCTION

Department of Treasury

Function 920: Allowances

DESCRIPTION OF FUNCTION

This function includes an amount for the civilian agency pay raises
that take effect each October. The function also includes a contingency



allowance to cover unspecified requirements that may surface after the
budget is submitted.

MAJO R FEDERAL PROGRAMS IN THIS FUNCTION

Civilian Agency Pay Raise
Contingencies for Other Requirements

Function 950: Undistributed Offsetting Receipts

951: Employer Share, Employee Retirement
952: Interest Received by Trust Funds
953: Rents and Royalties on the Outer Continental Shelf

DESCRIPTION OF FuNcTIoN

Undistributed offsetting receipts involve financial transactions that
are deducted from budget authority and outlays of the Government
as a whole. The three items in this function are the employer share of
employee retirement programs, composed of payments by Federal
agencies to employee retirement funds; receipts from rents and royal-
ties from oil leases on the Outer Continental Shelf; and deductions
for interest received by certain trust funds.



APPENDIX B

ECONOMIC OUTLOOK

INTRODUCTION

Economic indicators project a mild recession in 1980 with a rela-
tively weak recovery in 1981. The widely predicted recession in 1979
did not materialize for several reasons including continued high con-
sumption levels and a growth rate which while low showed some mod-
erate strength in the economy.

The forces which will dominate the economy in 1980 are inflation,
high interest rates, declining productivity, and rising unemployment.
Inflation will continue at high rates during the first half of 1980 and
interest rates will remain correspondingly high. Unemployment will
increase in 1980 and remain near the 7.5 percent level in 1981. Thus
far in 1980, the consumer price index has increased to a new high, ap-
proaching an 18 percent annual rate. Productivity has continued to
slow as unemployment has remained steady at 6 percent despite an in-
creasing proportion of the population in the working force. A slow-
down in housing construction and auto production have not yet caused
the anticipated widespread unemployment. Meanwhile the savings
rate (unspent income as a percent of disposable personal income) fell
to the lowest level since 1950. Changes in consumption may hold the
key to economic developments in 1980.

International concerns and domestic inflation have convinced the
Federal Reserve Board to increase interest costs in the hope of moder-
ating United States aggregate demand and strengthening the value of
the dollar in the foreign exchange markets.

The following sections explained recent changes and current pres-
sures as reflected in the major economic indicators of inflation, unem-
ployment, productivity and real growth. Current developments in
each of the major components of the Gross National Product are ana-
lyzed separately. Lastly, the recommended assumptions for 1980-1981
are explained and compared to other selected economic forecasts.

INFLATION

The persistence of inflation poses a central problem for modern
economic policy. In February the country was startled to discover
that in January the consumer price index rose more than 18 percent
on an annual basis. This intensified concern about the country's num-
ber one economic problems, a concern that the Budget Committee
anticipated when it set up the Inflation Task Force a year ago. The
Task Force issued a comprehensive report in March of this year in-
cluding recommendations to help reduce inflation.

(209)



The principal cause of the most recent increases in inflation is the

huge rise in the cost of energy. Another contributing factor has been

the increase in housing costs, driven by soaring interest rates. The

rapid rise in prices is aggravated by the fact that many wage and

pension agreements are tied to the consumer price index. That index

tends to overestimate the cost of living increases for most households.

The personal consumption expenditure deflator provides a more

accurate measure of the rise in household purchase prices than the

CPI. Estimates by the Congressional Budget Office show prices as

measured by the PCE deflator rising at nearly 10.9 percent in 1980

and rising by 9.8 percent in 1981. A third measure of inflation, the

gross national product deflator, which measures price changes

throughout the economy, is expected to rise by 9.3 percent in 1980

and 97 percent in 1981. The following graph compares the measures.
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The more fundamental problem is explained by the fact that wage
increases minus productivity changes equals inflation. When inflation

rises by double-digit rates, wages will follow that rise and inflation
continues.

Some means must be found to break this spiral of inflation. Not only
does inflation increase speculation and decrease productive investment,

but rapidly rising inflation can lead to runaway inflation.

Inflation has multiple causes and few satisfactory solutions. A long

sustained, multi-pronged attack is seen by most economists as the only

feasible approach to the problem.

Employment and Unemployment

Unemployment, which rose to neatly 9 percent in the recession of

1974-1975, was reduced to nearly 6 percent by February 1978, and has

remained at that rate (or less) in the last two years. Although the



rate dropped as low as 5.7 in June of last year and rose to 6.2 in Janu-
ary of 1980, the fundamental unemployment rate resisted significant
changes during the last two years.

The decline in the unemployment rate paralleled an unprecedented
growth in the labor force and in employment. The following graph
illustrates these trends in growth of the labor force and employment,
and the drop in the unemployment rate. The total civilian labor force,
which includes those who are employed plus those who are seeking
work, grew by over 14 million persons between 1973 and 1979. The
number of people actually employed fell during the 1974-1975 reces-
sion while the labor force continued to grow. Since 1975, -however, in-
creases in employment have been large, averaging almost 3.5 percent
per year.
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Although employment rose even faster than the increase in the labor
force those gains resulted in significant degree from the fact that pro-
ductivity was slowing down. Higher productivity would, in fact, have
held down the rise in new jobs and kept unemployment .at higher
levels.

The demographic changes that caused a jump in the labor force dur-
ing the late 1970's is now behind us and by 1981 increases in the labor
force will decline to rates similar to those of the 1960's. The slowdown
in the number of new workers will reduce the pressure to increase the
rate of employment additions, but will not be sufficient to keep unem-
ployment from rising.

Estimates of increases in unemployment resulting from a decline in
economic growth have never been forecast with great precision. Funda-
mental changes in the economy during the last several years have made
such, estimates subject to even greater uncertainty.
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The Committee estimates that unemployment will -average 6.8 per-

cent in 1980 and 7.5 percent in 1981, while estimates of the largest

econometric forecasting companies range from 6.6 percent to 7.3 per-

cent in 1980 and 7.4 percent to 8.2 percent in 1981. The most impor-

tant factor influencing the unemployment rate will be the pace of real

economic growth.
Incomes

Despite the high inflation of the 1970's, the per capita personal in-

come, adjusted for taxes and inflation, rose by 25 percent. While this

was below the 30 percent increase of the '60's, it more than doubled the

13 percent increase of the '50's. Since the second quarter of 1979, per
capita personal income has declined. Adjusted for inflation, average

hourly earnings fell 4.2 percent during the last year. If an adjustment

is made to offset the CPI's overestimate of homeownership costs, aver-

age hourly earnings fell by a smaller 2.4 percent. That is nearly the

amount accounted for by energy price increases.
The following graph shows the change in the dollar level of dis-

posable personal income in both current and 1972 dollars. In constant

1972 dollars, disposable personal income declined in the 1974-1975
recession, then rose until the first half of 1979. When viewed in terms
of percent change, disposable personal income has been relatively con-
stant in current dollars, but the rate of increase has been declining in

constant dollars since 1978.
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Productivity
Productivity in the U.S. economy is no longer ,rising by 2 or 3 por-

cent per year. As shown in the following bar chart productivity in-
creases have been moving downward since World War 1I. The reduc-
tions, however, did not actually result in declining productivity until
1979.
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When output per man-hour rises, wage and salary increases of a like
amount will not increase inflation. When the rise in this measure of
productivity is zero, any increase in pay tends to aggravate inflation.

Although many explanations and many cures for this decline have
been offered, neither the explanations nor the prescriptions are exact
or certain. Nevertheless, virtually every student of this issue urges
measures to increase investment as the most likely means of bringing
productivity back to the rates of recent years.

Taxes or other subsidies will probably alter the mix of investment
rather than increase total investment as a percent of GNP. However,
a change in the mix might increase productivity even if the overall
rate of investment does not rise.

Whatever the result, clear evidence of the effect of new incentives
cannot be expected for several years. Changes in tax law and the eco-
nomic results must therefore be regarded as long-term investments
rather than a quick cure of this difficult problem.

Economic Growth
The consensus forecast in early 1979 projected a mild recession, be-

ginning last spring or summer and lasting less than a year. In fact,
the forecast appeared on target when output fell in the April to June
quarter. But in the following quarter, the economy rebounded and
showed continued strength into the early months of 1980. Predictions
of recession were pushed further into the future. The price of con-
tinued economic growth was a series of rapid jumps in already 'high
price levels.

Economic growth since 1973, as shown in the following graph, fell
during the 1974-1975 recession and then rose steadily with some quar-
terly aberrations. While the dollar level has increased, the rate of in-
crease or percent change, has slowed since the rebound following the



last recession. It now appears that the rate of real growth will fal in
1980 and the dollar level at the end of the year may end up slightly
below where it began in the beginning of the year.
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Any significant decline in the rate of consumption from its current
high could convert a mild into a serious recession, since continued high
levels of consumer expenditures have been the backbone of the econ-
omy since the 1975 recession. If consumption does not fall, inventories
and investment will continue 'to increase and may carry the economy
through 1980 without a recession.

CHANGES IN GNP SECTORS

Consumer Demand and the Savings Rate
On March 14, President Carter invoked the Credit Control Act of

1969, imposing selective restraints on the growth of consumer credit.
Mr. Carter gave us a rationale for his actions that inflation has been
"fed by credit-financed spending" and that "consumers have gone into
debt too heavily." He excluded curbs on housing and auto loans since
these sectors are already showing considerable weakness.

The credit restraints are designed for lenders who will then pass the
restrictions through to borrowers. The following is the major pro-
vision:

* Banks and other institutions offering credit cards, check credit
overdraft plans and some other types of revolving credit must freeze
in an account with the Federal Reserve 15 percent of any additional
credit extended beyond the level reached March 14. This will make it
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more difficult to open a new account and consumers will face more
pressure for repayments on existing accounts.

Since auto loans and mortgages encompassed three-quarters of the
consumer credit outstanding at the end of 1979, the limited credit re-
straints applied to consumers cannot be expected to have a large im-
pact on inflation, although taken with other deterrents to lending it
may have a symbolic egect.

A decline in consumer spending has been predicted for 2 years, but
consumer demand, though declining, is still stronger than most observ-
ers expected. Despite higher price rises than most buyers remember,
extraordinarily high consumer debt burdens and a near-record drain-
ing of savings, the drop in demand has hit only certain markets. Hous-
ing (considered below) has been hardest hit. The market for domestic
autos is poor, but consumers are buying more small foreign cars than
ever before, reaching an annual rate of 3.1 million in January. The
following chart shows trends in auto sales.
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Although some analysts attribute the strengthin consumer spending
to a buy-in-advance psychology, the strongest growth of personal con-
siumption expenditures (12.9 percent) is in services (such as dining
out at restaurants) which cannot be bought in advance. Retail sales
rose in January and expenditures for clothes and household good's
were up at discount department stores in February. However, personal
consumption expenditures rose more slowly than inflatdion and there-
fore, in real terms, actually fell. The graph below shows trends in

penal consumption expenditures from 1977 to 1979.
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Since consumer demand makes up two-thirds of national output and
has been the mainstay of the recovery from the 1973-1975 recession,
large questions revolve around its present trends. Will weakness in the
housing and auto markets spread to other sectors? Are consumers, who
have been trying to maintain their living standards in spite of a tre-
mendous surge in prices, finally developing caution or running out of
money? Will the drop in sales be gradual or precipitous, shallow or
deep? Much of the recession forecast hangs on answers to these
questions.

A major factor in the consumer's outlook is the perceived size of a
necessary savings cushion and the availability of credit. The savings
rate, as traditionally measured, fell to a low of 3.3 percent in the last
quarter of 1979. The graph below illustrates trends in the savings rate
from 1973 to 1979.*

The rate has generally ranged between 5 and nearly 8 percent since
1950. There are four times as many bank credit cards in circulation as
in the 1973-1975 recession and billions of dollars in pre-authorized
loans. Although the ratio of personal debt to disposable income was up
from its customary 18-19 percent range to 23 percent in 1979, the num-
ber of two-income families is growing and consumers are holding a
large volume of liquid assets. Moreover, the long-term rise in home
values have added a significant cushion to the asset structure of mil-
lions of families. While there was a rise in delinquency rates on mort-
gage and installment debt in the latter half of 1979, the rates are still
fairly low. The growth in consumer installment credit slowed in the
last quarter of 1979. It is still not clear whether consumers are over-
extended to a dangerous degree. Old methods of measuring savings
may not fit present-day consumer incomes.

*Illustration on top of page 217.
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Nevertheless, a number of pressures in addition to the new credit
restraints may further reduce consumer buying. Over the past year,
real disposable personal income fell. State usury laws have been a re-
straining influence on lenders. Extremely high interest rates are un-
doubtedly having some dampening effect on consumers.

In the short-run, the new credit restraints will contribute to infla-
tion because they will raise interest rates.

Housing: Investment in housing, adjusted for inflation, declined
in 1979 to below 1977 levels. Real residential construction last year
was about 6 percent below 1978 levels, although interest rates in-
creased much more than had been anticipated.

Even before the Fed's latest rise in the discount rate, housing starts
were down 18 percent between January 1979 and January 1980. After

dropping for 4 consecutive months, in January of this year they
reached an annual rate nf 1.4 million, the lowest level since July 1976.

The average effective mortgage rate for new homes which had risen

to nearly 12 percent in early January was raised to 151/2 percent by

some banks in California and New Jersey by March. The District of

Columbia's largest mortgage lender increased its rate to 17 percent

in March in an effort to close off mortgage demand.
Housing starts are expected to fall to a 1.2 million annual rate

during the second quarter of 1980 before turning upward again.

Housing starts for the year are forecast to total 1.4 million and 1.7

million in 1981. Starts for multiple dwellings are dropping even more

rapidly than for single-family homes.



The graph below illustrates the trends in housing starts from 1973

to 1979.
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Changes in Business Inventories: Businessmen continue to demon-
strate caution in their handling of inventories, and the recent credit-
tightening moves by the administration and the Federal Reserve
Board will create added pressure to hold down inventories. In the
latest month for which figures are available, December 1979, inven-
tories climbed only at a seasonally adjusted rate of 0.4 percent, reflect-
ing slow sales and production growth and the high interest costs of
keeping inventories. During the last recession, businesses found them-
selves overstocked with inventory for which buyers did not exist. To
avoid that circumstance, business inventories have been maintained
at very low levels relative to sales for some time. The December in-
ventory to sales ratio was 1.41 percent. This tightness in business
inventories should minimize the impact of a recession.
Investment

Business Fixed Investment. Real business fixed investment (which
includes structures and producers' durable equipment both on and
off the farm) ran between 9 and 101/2 percent of GNP in the '60's and
early '70's. It recovered strongly from the recession in early 1976,
led by increased outlays for equipment, especially vehicles. Investment
in plant and equipment followed the upturn a year later. From .then
till the end of 1978, rising business investment provided strong support
for new jobs, higher micomes, and increased total real output. From
the end of 1975 to the fourth quarter of 1978, the share of real GNP
devoted to business capital formation rose from 9 to 10.2 percent but
was still below levels of 10.8 and 10.95 percent in late 1973 and early
1974. But during 1979, investment growth fell as purchases of cars
and trucks declined sharply. Excluding vehicles, growth of business



investment in equipment grew 8.9 percent; real growth in structures
grew 6 percent. Other retarding factors included a gradual increase
in excess capacity and the squeeze on profit margins that accompanied
the reduced pace of economic expansion. The graph below shows
trends, adjusted for inflation, in business fixed investments, residential
investment and inventories in recent years.
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Prospects for the future depend on the performance of the economy.
Fewer 'businesses are impelled to expand during a recession, and in-
vestment may plummet.

In a survey of business spending intentions taken by the Commerce
Department in late January and February, modest real capital spend-

ing increases of 1 to 2 percent were revealed, unchanged from last

fall's survey. However, the most recent credit-tightening moves by
the administration and the Federal Reserve Board are likely to chill

spending plans for 1980.

International Trends

The revolution in Iran, the Soviet Union's invasion and occupation

of Afghanistan, and continued instability in the strategic areas of the

Middle East are beginning to have significant effect on the monetary

and fiscal policies of the United States and of the industrial
democracies.

These policy considerations are taking place at a time when the

economies of the industrial countries are experiencing a slowdown in

economic activity and the return of double-digit inflation. The indus-

trial countries are adopting tight monetary policies and stringent fiscal

policies in an attempt to slow down the inflation rate. The interna-

tional banking community is pressing for monetary reforms to help

stabilize foreign exchange markets.



These international events are leading to a 1980 with a lower level of
worldwide economic activity, higher trade deficits for most non-OPEC
and non-communist bloc countries, more inflation, and tightening
monetary controls.

The United States current account transactions in merchandise trade
and capital movements with the rest of the world were near balance in
1979. The deficit for 1979 was $317 million compared to the $13.5
billion for 1978. The improvement occurred even though the mer-
chandise trade deficit dropped only from $33.8 billion in 1978 to $29.5
billion in 1979. The surplus in service transactions rose from an annual
average of $9.4 billion to $34.8 billion due to large receipts of income
of U.S. direct investment abroad primarily from petroleum affiliates.
For 1980, however, a higher trade deficit is expected because of antic-
ipated increase in consumer imports, particularly gas-efficient autos;
cessation of planned gold sales by the U.S. which were intended to
offset speculation in the gold markets; and, a downward revision of
estimated food and farm exports as a result of the embargo against
the Soviet Union.

The dramatic OPEC price increases and unsuccessful attempts at
price unity in 1979 may have run its course. Spot prices are showing
general weakness. Milder winter weather in 1979-1980 has reduced con-
sumption of oil and worldwide inventories have risen. The Organiza-
tion for Economic Cooperation and Development (OECD) predicts a
drop in oil demand in 1980 because of a decrease in worldwide eco-
nomic activity and the substitution of coal, nuclear energy, natural
gas and other fuel sources. The OPEC countries are begiming to cur-
tail production to keep the market tight.

Pressure on the dollar eased in 1979. While the dollar has moved up
and down relative to particular foreign currencies, there has been no
marked general downward pressure on the dollar's value. The flight
from the dollar reflects a flight from all paper currencies. Neverthe-
less, the underlying causes which weaken the dollar persist. They are
double-digit inflation experienced in the U.S. in 1979 and projected
for 1980, the diversification of foreign central bank reserves from
dollars to other currencies, and the demand for a new and more stable
international reserve currency.

Monetary reforms under active consideration are intended to intro-
duce greater stability in the foreign exchange market. An Interim
Committee under IMF auspices will report in April 1980 on estab-
lishing a Substitution Account to "substitute" for the dollar Special
Drawing Rights (SDRs)-which consist of a basket of currencies,
including gold-as a principal international reserve asset. The SIDR
would be free of foreign exchange rate distortions and movements
connected with the growing diversification by many central banks of
currency portfolios.

Recycling of the petro-dollar, dollars earned by oil producing coun-
tries, is among the major monetary problems facing the international
banking community in 1980. Western bankers are discouraged from
drawing on the huge funds received from OPEC depositors to meet
the financial needs of developing countries. The external debt burden
of non-oil producing developing countries is quickly reaching limits
beyond their capacity to service relative to projected export earnings.



These countries will be deprived of needed capital normally available
through the private international banking community to meet com-
pelling economic and social needs unless, of course, a recycling of
OPEC funds can be arranged through a more ordered means of cur-
rency transfer preferably through international financial institutions.

FEDERAL GOVERNMENT POLICIES

Change8 in Monetary Policy
On March 14, the President invoked a law giving the Federal Re-

serve System the authority to impose new requirements to slow con-
sumer borrowing and make money market mutual funds less attractive.
The Fed also imposed a three percentage point surcharge on the 13
percent discount rate for banks that borrow frequently at the dis-
count window, and it asked banks to voluntarily restrict increases in
their loans this year to a 6 to 9 percent range.

These initiatives reflect the belief that excessive borrowing is fuel-
ing inflation and that new methods are needed to limit credit growth.
Last October 6, the Fed announced a tightening of money and credit
policies that were designed to slow credit expansion. In a radical
cange in the implementation of monetary policy, the Fed said it
would concentrate less on interest rate levels and focus instead on
controlling the rates of growth of the money supply and reserves.
However, borrowing continued even though interest rates increased,
with the prime rate soaring to 19.0 percent. The newest moves may
initially raise interest rates still further but are intended to limit the
amount of new loans above existing levels.

Specifically the new Fed actions:
* Established a "voluntary special credit restraint program," re-

stricting growth in bank loans to from 6 to 9 percent. The measure
applies to domestic commercial banks, bank holding companies, busi-
ness extended by finance companies and credit extended to U.S. resi-
dents by U.S. agencies and branches of foreign banks. It does not ap-
ply to thrift institutions and credit unions. Banks are expected to
avoid increases in commitments to credit lines which support com-
mercial paper type borrowing out of keeping with normal business
needs. (Some businesses were reported earlier to have expanded their
bank lines of credit in anticipation of some form of credit controls.)

* Established a non-interest-bearing 15 percent "special deposit re-
quirement" for certain lenders of consumer credit, including credit
cards and check credit overdrafts. (Specific provisions of this measure
are discussed in the section on Consumer Demand and the Saving
Rate.)

e Set a three percentage point surcharge on the 13 percent discount
rate for large banks that borrow frequently from the Fed's discount
window. (The discount rate had been raised to a record 13 percent in
mid-February.) This applies to banks with $500 million or more in
deposits and is designed to bring the discount rate for large, frequent
borrowers more in line with money market rates.

* Imposed a 15 percent special deposit requirement on increases in
the assets of money-market mutual funds above the March 14 level.
Mr. Volcker said these funds have added to inflationary pressure by
"siphoning" credit away from thrift institutions and small banks.



* Increased to 10 percent from 8 percent the reserve requirement.
imposed last October on short-term time deposits, Eurodollar borrow-
ings, Federal funds borrowed by member banks from nonmembers,
and repurchase agreements (borrowings using government securities
as collateral). The 10 percent requirement was also extended to non-
member 'banks, and the base for calculating the reserve requirement
for both members and nonmembers was lowered.

* Imposed ceilings on interest rates allowed to be paid 'by bank
holding companies on debt instruments of $100,000 or less with ma-
turities of 4 years or less. For instance, obligations of $10,000 or more
with maturities of 6 months to 21/ years cannot exceed the maximum
rate of 26-week money-market certificates which during the week end-
ing March 14 amounted to 14.956 percent.

At the same time the President renewed an appeal to enact the Fi-
nancial Institutions Reform Act which would gradually lift the ceil-
ing which limits the return most small savers can earn.

The Fed has issued new definitions for money supply categories and
new targets. The old M-1, currency in circulation and most non-inter-
est-bearing checking accounts at commercial banks is very similar to
the new M-1A. M-1B adds to M-1A deposits at financial institutions
that can be used for check-paying. This was given a target annual
growth rate of 6.5 percent.

A monetary policy dispute last year centered on whether the rate
of growth of the money supply should be abruptly reduced, choking
off credit suddenly even if it fell unevenly on certain sectors such as
housing, or proceeding more gradually. In October, the Fed chose the
latter course, asserting that creating a sudden credit crunch would
lead to a possibly severe recession and set the stage for a worse bout of
inflation in the future. Interest rates were allowed to rise with the ex-
pectation that consumers and business would come to a point where
they refused to pay the price and a serious recession would be avoided.
Dissatisfaction with the results of the October actions led to last week's
moves.

Long-term bonds, formerly a haven of stability for investigators,
have been very adversely affected. They have experienced rapid fluc-
tuations in price with Treasury bonds losing 4.0 percent of their face
value in one day. Before the latest announcements, there seemed to be
plenty of what the late Arthur Okun referred to as "expensive easy
money" available. Some observers feel that even the latest measures
will make money more expensive, not less available. Others feel despite
the budgetary restraints, that the burden of fighting inflation has been
left to the Federal Reserve. Private analysts speculate that the new
credit restrictions may cause a deeper recession. It is not clear whether
the Fed's pace has been too gradual, whether there is still a problem
with what constitutes "money" or whether the policies need more time
to work.

Despite all the uncertainty in the U.S. financial markets and the
recent alarming news about inflation, the dollar has not suffered on the
international exchanges. There is some concern that high U.S. interest
rates, which have been followed by raises in German and Swiss inter-
est rates, may touch off an international interest rate war, damaging
the world economy.



Recent trends in interest rates are shown in the graph below.

INTEREST RATESPRIME RATE 1-

3-MONTH BILLS
--- --- ----- -
MORTGAGES

14-

13-

12 - .....

I.""'1 I I I
I II III IV I

1979 1988

The Status of the Credit Markets
There was a sharp growth in total private debt in the last decade,

from about $1.6 trillion in 1970 to about $4.2 trillion in 1979. Fed
Chairman Volcker cited this increase as a key factor in the inflation-
ary spiral.

However, the amount of funds raised in the credit markets (total
funds borrowed) last year were no larger than in 1978. Household debt
growth has slowed. However, growth in Federal loan guarantees, at
an uncontrolled rate, may add to inflationary pressures. Along with
his budgetary restraint actions, the President has directed that Federal
loans and loan guarantees be cut by $4 billion in fiscal year 1981 and
has renewed his commitment to control loans and loan guarantees
through a credit budget.

Since World War II, the outstanding volume of all borrowing has
changed little in terms of the economy's overall size. In 1946, public and
private debt totaled 155.9 percent of GNP; in 1979 it was estimated at
145.5 percent. The Federal Government share was 103.5 percent in
1946, but down to 27.1 percent last year. Consumer debt has shown
enormous growth, from 16 percent to 53.9 percent. Outstanding debt
among private business doubled from 29.4 percent to 52.2 percent.
State and local debt during this period grew from 7 percent to 12.3
percent.
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RECOMMENDED ECONOMIC ASSUMPTIONS FOR THE FIRST BUDGET
RESOLUTION

Based on the economic developments explained in this section, the

Committee has adopted economic assumptions consistent with the

latest official estimates prepared in conjunction with the Congressional

Budget Office. These estimates reflect the expectation that the economy

will undergo a mild recession in 1980. There will be two quarters of

negative real growth, with the unemployment rate rising to 7.3 percent

by the end of the year. The inflation rate will not show any relief

through 1980; inflation as measured by the CPI will hover at13.0 per-

cent for the year, and the GNP implicit price deflator will rise by about

9.3 percent.
In 1981 the economy is expected to show a very modest recovery with

slow growth rates for the year. Economic growth will remain under
3.0 percent during each quarter, and the real growth rate for the year
is expected to average only 1.1 percent. Unemployment is projected to
remain at close to 7.5 percent for the duration of the year. The inflation
rate is expected to moderate in 1981, with the CPI coming down to 9.6
percent for the year.

The Committee forecast is provided in Table 1. A comparison of that
forecast with those of the administration and major econometric
models widely used in the United States is provided in Table II. Addi-
tional details regarding Committee assumptions for the major compo-
nents of economic output in 1981 is contained in Table III. Major
components of income as forecast by the Committee for calendar years
1980 and 1981 may be found in Table IV.

TABLE .- COMMITTEE ECONOMIC ASSUMPTIONS

Calendar year (percent change)

1980 1981

4th Year 4th Year

quarter average quarter average

GNP:
Real (1972 dollars) --------------------- 1.0 0 2.3 1.1
Nominal (current dollars) --------------- 8.8 9.3 12.1 11.0

Inflation:
GNP deflator ------------------------ 9.9 9.3 9.5 9.7
CPI (all urban consumers). 11.6 13.0 9.9 9.6

4th 4th
quarter Annual quarter Annual

level average level average

Unemployment: Unemployment rate-........ -7.3 6.8 7.6 7.5
Interest rate: 3 mo-Treasury bill rate ------- 11.10 12.35 9.70 9.65
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TABLE II-COMPARISONS OF ECONOMIC ASSUMPTIONS

Actual 1979 Projected 1980 Projected 1981

4th 4th 4th
quarter quarter quarter
to 4th Yearly to 4th Yearly to 4th Yearly

quarter average quarter average quarter average

Gross national product (percent
change) ----------------- 10.0 11.4

House Budget Committee
and CBO (Mar. 3,1979)- - - 8.8

President's update (Mar.
3. 1980) ------------------------ 9.6

DRI (Feb. 22, 1980) ---------------------- 9.0
Chase (Feb. 21, 1980) --------------------- 6.8
Wharton (Feb. 29, 1890) --------------------- 8.8
Merrill-Lynch (Mar. 5.

1980) ------------------------------------ 7.3
GNP in 1972 dollars (percent

change) ------------------ 1.0 2.3 ---------
House Budget Committee

and CBO --------------------------------- -1.0
President's update ----------------------------. 4
DRI ---------------------------------------- 1.0
Chase --------------------------------------- 1.9
Wharton ----------------------------------- .2
Merrill-Lynch ------------------------------- -2.3

Inflation rate (as measured by
CPI percent change) -------- 12.7 11.2 ---------

House Budget Committee
and CBO --------------------------------- 11.6

President's update --------------------------- 11.7
DRI --------------------------------------- 10.2
Chase -------------------------------------- 12.3
Wharton ----------------------------------- 12.6
Merrill.Lvnrh ---------------------- 1.9

9.3 12.1 11.0

10.3 11.4 9.9
9.8 13.7 11.4
7.9 13.1 11.1
9.7 11.3 10.28

8.8 13.6 10.4

Actual 1979 Projected 1980 Projected 1981

4th 4th 4th
quarter Yearly quarter Yearly quarter Yearly

level average level average level average

Unemployment rate (percent)-- 5.9 5.8 ----------------------------------------
House Budget Committee

and CBO --------------------------------- 7.3 6.8 7.6 7.5

President's update --------------------------- 7.2 6.7 7.3 7.3

DRI --------------------------------------- 7.1 6.6 7.3 7.4

Chase -------------------------------------- 7.9 7.1 7.7 7.9

Wharton ----------------------------------- 7.4 6.8 7.5 7.5

Merrill-Lynch ------------------------------- 8.2 7.3 7.7 8.2
3-mo Tresury bill rate (per-

cent) -------------- - 1 .84 10.07 ----------------------------------------
House Budget Committee

and CBO --------------------------------- 11.10 12.35 9.70 9.65

President's update --------------------------- 10.5 12.0 9.2 9.4

DRI --------------------------------------- 10.60 12.00 9.35 9.32
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TABLE III.-MAJOR COMPONENTS OF OUTPUT

[In billions of dollars]

Calendar year quarter

1980 4th 1981 4th
Rate of
change

Components of output quarter Quarter (percent)

Current dollar GNP --------------------------------- $2,674.9 $2,997.9 12.1
Gross national product 1 ------------ - - - - - - - - - - - - - - - -

-- 1,425.9 1,459.3 2.3

Consumption 1 -- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - -  936.5 953.7 1.8
Business investment 1 - - - - - - - - - - - - - - - - - - - - - - - - - - - - 144.9 148.0 2.1
Residential construction - - - - - - - - - - - - - - - - - - - - - - - - - - 46.3 54.5 17.7
Change in inventories ----------------------------- -1.6 5.2 (2)

Net exports ----------------------------------- 23.9 25.5 0)
Federal purchases ------------------------------ 100.2 96.5 -3.7
State and local purchases ------------------------ 175.7 175.9 .1

I Figures measured in 1972 dollars to adjust for inflation.
2Not applicable.

TABLE IV.-MAJOR COMPONENTS OF INCOME

[In billions of dollars]

Calendar year-

Income components 1980 1981

Current dollar GNP ------------------------------------------ 2,590 2,875
Personal income ------------------------------------------------- 2,144 2,380
Wages and salaries ----------------------------------------------- 1,355 1,494
Corporate profits ------------------------------------------------ 234 260



APPENDIX C

MULTIYEAR OVERVIEW OF FUNCTIONS

Function 050: National Defense

The budget for National Defense will increase by 27 percent in
budget authority, from $161 billion to $204 billion, and 25 percent in
outlays, from $148 billion to $186 billion, between fiscal years 1981
and 1983.

Inflation accounts for $33 billion of the $43 billion increase in budget
authority and $29 billion of the $38 billion increase in outlays. The re-
maining growth will provide for improved readiness and for con-
tinuing modernization of military forces.

Military retired pay continues to grow, even with the assumption
of enactment of legislation to change the cost-of-living adjustment
from twice a year to once a year. As a result of continuing increases
in the average benefit, retired pay will increase from $13.2 billion in
1981 to $16.6 billion in 1983.

The following table summarizes the rate of real growth for National
Defense.

REAL GROWTH IN THE RECOMMENDATIONS

[In percent]

1981 1982 1983

Budget authority -------------------------------- 3.4 3.5 2.7
Outlays -------------------------------------------- 2.1 2.9 2.5

FUNCTION 050
OUTLAYS

190. 0

174.0 PRES. REESTIMATED---e -
o 158.0 "

.-i RECOMMENDATION---

142.0 ----PRESIDENT

1973 is 1981 1982 183
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Function 150: International Affairs

Outlays in this function increase by 11.2% from $9.8 billion to $10.9
billion between fiscal year 1981 and fiscal year 1983. In real terms, this
increase of $1.1 billion in spending constitutes maintaining constant
overall program levels, with minor increases in economic assistance
which are offset by real decline in military grants programs.

Outyear budget recommendations for Conduct of Foreign Affairs
and Exchange activities indicate no increase in spending other than
that necessary to offset cost of inflation on operations in the United
States and abroad.

Export-Import Bank outlay levels for fiscal years 1982 and 1983
represent real growth in accord with the President's program to in-
crease government export promotion activities.

FUNCTION 150

OUTLAYS
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Function 250: General Science, Space, and Technology

Outlays for general science, space, and technology programs are
expected to increase by approximately 10 percent between fiscal years
1981 and 1983, from $6.3 billion to $6.9 billion. This reflects an increase
in outlays for general science and basic research, with the National
Science Foundation programs increasing modestly in nominal terms
and the Department of Energy programs increasing slightly in fiscal
year 1982, but declining in fiscal year 1983. Outlays for space research
and technology programs increase moderately in fiscal year 1982, but
remain constant in fiscal year 1983. This is the net effect of a decline
in outlays in the Space Shuttle development program and a rise in
outlays associated with those smaller space missions deferred in fiscal
year 1981.

FUNCTION 250
OUTLAYS
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Function 270: Energy

Outlays for energy programs in function 270 will increase by 61
percent from $7.1 billion to $11.7 billion, between fiscal years 1981
and 1983. The major factor in this increase is the $3.7 billion
increase in outlays expected for the Strategic Petroleum Reserve pro-
gram (SPRO). This growth is due to the fact that SPRO is not ex-
pected to store much oil in fiscal year 1981, but is expected to resume
its normal course by fiscal year 1983. The remaining growth is largely
accounted for by growth in the President's new energy initiatives;
$100 million for those relating to supply and $400 million for those
relating to conservation. A maj or contingency for additional funding
involves the President's proposed "utility oil use reduction act" that
may cost $1.2 billion in fiscal year 1983 outlays. Another factor which
will affect outlays in years beyond fiscal 1983, and perhaps beyond
fiscal 1986, will be the spendout of authority provided to the Synthetic
Fuels Corporation; this spendout is of a contingent nature, and may
not occur if world oil prices increase in the future as rapidly as they
have to the Dre.nt.

FUNCTION 270
OUTLAYS
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Function 300: Natural Resources and Environment

Outlays for natural resources and environmental activities in Func-
tion 300 will increase by approximately 10 percent, from 12.4 billion
to 13.6 billion, between fiscal years 1981 and 1983. This overall increase
is the net result of major increases in certain programs, relatively small
increases and actual decreases in others. Pollution control and abate-
ment activities contain significant spending increases due in large
part to outlays from prior-year spending under the EPA construction
grant program and from the President's proposed legislative initiative
in fiscal year 1981 to establish an oil and/or hazardous substance lia-
bility fund for cleanup activities.

Water resources programs also contain major increases in the out-
years-the largest increase being nearly $600 million between fiscal
years 1981 and 1982. Activities related to recreational resources and
other natural resources programs reflect relatively small increases
resulting mainly from increased costs due to inflation. However, con-
servation and land management activities contain actual decreases in
spending between fiscal years 1982 and 1983.

FUNCTION 300
OUTLAYS
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Function 350: Agriculture

Outlays for agriculture porgrams in Function 350 will increase
44 percent from $2.5 billion to $5.2 billion, between fiscal years 1981
and 1983. The Committee's recommendation reflects $1.2 billion higher
outlays than the President's request in fiscal year 1982, $4.2 billion
versus $3.0 billion. The Committee's recommendation also reflects $1.3
billion higher outlays than the President's request in fiscal year 1983,
$5.2 billion versus $3.9 billion. The Committee's recommendation and
the President's request reflects Federal spending for agricultural re-
search and services in Function 350 to increase by 14 percent, from
$1.4 billion to $1.6 billion, between fiscal years 1981 and 1982. The
Federal outlays for these commodity programs can vary significantly
up or down due to changing agricultural policies and market condi-
tions. The maj or differences between the Committee's recommendation
and the President's request for the outyears are due to different out-
lay estimates concerning the wheat, feed grains, and dairy programs.
The recommendation differs with the President's request as a result
of the recommendation reflecting more recent market information, in
addition to the grain export suspension impact, than that reflected in
the President's request.
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Function 370: Commerce and Housing Credit

Outlays for commerce and mortgage credit activities in function
370 will increase from minus $100 million (net receipts of $100 mil-
lion) in fiscal year 1981 to $2.3 billion in fiscal years 1982 and 1983.
In fiscal year 1981, outlays are unusually low, reflecting an admin-
istratioji decision to hold Farmers' Home Administration and Gov-
ernment National Mortgage Association mortgage assets, which would
normally be sold in 1980, until 1981. The sale of these assets in 1981
will generate unusually large amounts of offsetting receipts. In 1982,
and 1983, asset sales are expected to return to a more normal level
about equal to the level of new mortgage originations by the Farmers'
Home Administration and the Government National Mortgage Asso-
ciation. The recommended elimination of subsidies to the Postal Serv-
ice for Saturday mail deliveries, partial reductions for other subsidized
classes of mail, and reduction in the level of Small Business Admin-
istration loan activity requested by the administration will hold the
totals for function 370 to below 1979 levels in fiscal years 1982 and
1983.
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Function 400: Transportation

Outlays for transportation activities in function 400 will increase

by 14 percent, from $19.5 billion to $22.2 billion, between fiscal years

1981 and 1983. There are three major areas of increase: First., outlays

associated with the energy initiative increase by $700 million as a

result of spendout patterns; second, Highway Trust Fund outlays

grow by $450 million, reflecting higher rates of obligations in recent

years; and third, Federal Aviation expenditures grow by approxi-

nately $500 million, of which $300 million is in the operations ac-

count. Other increases will include over $300 million for rail assist-

ance, $200 million for AMTRAK, and approximately $250 million

for various Coast Guard programs. Significant reductions would

include the termination of ConRail fiscal aid in 1981 and an increase

in offsetting receipts associated with Coast Guard user fees proposed

to be initiated in fiscal year 1981.
Most of the growth in the energy initiative, mass transportation

and highway outlays is associated with the normal spendout patterns

of those programs. The other outlay increases are largely program-

matic increases and in part are due to inflation.
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Function 450: Community and Regional Development

Outlays for Community and Regional Development activities in

function 450 will decrease by 1 percent, from $9.4 billion to $9.3

billion, between fiscal years 1981 and 1983. The largest outlay change

is a decrease of -$650 million in the Community Development Block

Grant program as the reservoir of obligated balances begins to be

spent at a rapid rate in fiscal year 1981, decreasing in fiscal year 1982.

A number of other decreases in the $100 to $200 million range in-



clude the Urban Renewal program, local public works and disaster
relief. The major increase is $340 million for the Urban Development
Action Grant program as obligated balances from fiscal years 1979
and 1980 begin to spend out more rapidly. Other increases in the
$100 to $200 million range include the Rural Development Insurance
Fund, the Economic Development Assistance programs, various In-
dian programs, Flood Insurance program, and the Disaster Loan
program. Overall, the increases and decreases virtually offset each
other, as some programs are phased out while others experience mod-
erate expansions. Emergency/disaster-related programs are the ma-
jor contingency in the spending pattern for this function. The rec-
ommendation anticipates spending for disaster programs consistent
with recent program improvements.
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Function 500: Education, Training, Employment
and Social Services

Outlays for education, training, employment and social services

programs in function 500 will increase by 28 percent, from $30.7 billion

to $39.3 billion between fiscal years 1981 and 1983. In fiscal year 1982,

outlays are projected to increase $3.2 billion, or 10.4 percent, above

fiscal year 1981. Themajor share of this increase is provided to fund

.R. 6711, the Youth Act of 1980, 'the President's major effort to in-

crease the future employability of disadvantaged youth. Aside from

the 1982 increase associated with this initiative, outlays for ongoing

education and employment programs will rise by nearly 5 percent

overall. However, this increase is not proportionately distributed

among all programs. Such forward funded education programs as

Title I grants for the disadvantaged or handicapped education which

are expected to receive significant budget authority increases in fiscal

59-969 0 - 80 - 16



year 1981, will receive outlay increases in 1982. In addition, outlays: for
higher education student loan and grant programs are expected to
rise by $200 million in 1982, reflecting the anticipated build-up in
student, participation and level of awards.

Funding for the majority of employment and training programs
will remain nearly level. Marginal increases are projected for train-
ing the structurally unemployed under title IID of the Comprehen-
sive Employment and Training Act (CETA). For fiscal year 1983,
outlays in this function will increase 16 percent, above 1982. About
half of this increase, or $2.5 billion, is included to cover the net costs
of the jobs component of the proposed welfare reform initiative,
HR 4425, which the Committee recommendation defers until that
year rather than assuming implementation in 1982 as the President
proposes. Funding for other education and employment programs
will increase by 10 percent in 1983. Much of this increase will accom-
modate the reformed student loan program which is expected to be
in its first year of full operation in 1983. Continued increases are
assumed for other programs of national priority such as title I of
ESEA, Headstart, handicapped education, CETA programs for the
structurally unemployed and title XX social services.
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and $2.5 billion In fiscal year 1983 from function 920 In the President's budget for welfare
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Function 550: Health

Federal spending for health activities included in function 550 will
increase by 67 percent, from $61.8 billion to $103.3 billion, between
fiscal years 1981 and 1983. The growth of the entitlement programs,
primarily Medicaid and Medicare, will account for the major portion
of the increase. The cost of these programs will increase by 30 percent
from $53 billion in fiscal year 1981 to a total of $69 billion by 1983
and will constitute 66 percent of total spending in the function. In
addition, a contingency allowance of $24.1 billion is included in fiscal
year 1983 should the Congress decide to enact national health insur-
ance (NHI) legislation. NHI would represent approximately 23 per-
cent of the function total. The first phase of national health insurance
as proposed by the President would expand health service coverage
beyond that now available to the elderly and poor through Medicare
and Medicaid. In addition, coverage for catastrophic cost of illness
would be mandated. Spending for other health programs, primarily
health services, research and manpower training, would remain rela-
tively stable over the period fiscal years 1981 to 1983. The fiscal year
1983 total for these programs would be $10.6 billion, 16 percent above
the fiscal year 1981 recommendation and 10 percent of the fiscal year
1983 total spending for the function.
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Function 600: Income Security

Outlays for income security programs in function 600 will increase
by 25 percent, from $220.1 billion to $274.6 billion, between fiscal years
1981 and 1983. A major factor in the increase is the impact of inflation
on programs for which benefits are indexed to the Consumer Price
Index. The largest program in this category is social security, for
which spending will increase by $39 billion between fiscal year 1981
and 1983. Funding for Federal employee retirement programs in
which benefits are also tied to the Consumer Price Index are projected
to increase from $16.7 billion to $21.4 billion. Funding for unemploy-
ment compensation will not increase significantly over this period.
By 1983 outlays are estimated to be $19.1 billion, or $0.3 billion over
the 1981 level. Outlays for the remaining programs in this function are
estimated to increase from $46.2 billion to $56.9 billion between 1981
and 1983. This increase includes $2.7 billion to accommodate the cost of
welfare reform under its first full year of operation. The largest single
program increase is $2.8 billion for subsidized housing primarily re-
flecting the impact of contracts entered into in prior years.
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NoTE.-The "President Reestimated" reflects transfer of $0.8 billion
in fiscal year 1981, $2.6 billion in fiscal year 1982, and $2.8 billion in
fiscal year 1983 from Function 920 in the President's budget for wel-
fare reform.
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Function 700: Veterans Benefits and Services

Outlays for Veterans Benefits and Services in function 700 will
grow by 15 percent over the next two years, from $21.2 billion to over
$24.4 billion, between fiscal years 1981 and 1983.

Over two-thirds of the function is considered mandatory in nature
and includes the major entitlement programs of compensation, pen-
sions, and readjustment benefits. The basic program level in compen-
sation is projected to remain stable, but cost-of-living adjustments will
increase the totals by $5.1 billion by fiscal year 1982 if Congress follows
its usual policy of enacting discretionary inflation increases in com-
pensation payments to veterans with service-connected disabilities.
The pension program for veterans with non-service-connected disa-
bilities is estimated by CBO to climb from $3.5 billion to $4.7 billion
by fiscal year 1983. This 34 percent increase will largely be due to the
automatic inflation adjustments in the pension program. Readjust-
ment benefit costs and caseloads will decline over the next few years,
because the 10-year eligibility period for these benefits will be expiring
for many beneficiaries and veterans will be completing their educa-
tion or exhausting their entitlement (45 months of benefits). All of
these factors will cause the program costs to fall more than 50 percent,
from approximately $2.0 billion in fiscal year 1981 to $885 million in
fiscal year 1983.

The major discretionary program in this function is hospital and
medical care for veterans, which is estimated to cost $6.5 billion in
fiscal year 1981. Medical care, research, construction and other dis-
cretionary spending programs are estimated to increase by approxi-
mately 15 percent by 1983. The largest increase in this area is medical
facility construction which the President's budget targets for major
expansion, reaching $1 billion by fiscal year 1984. The First Resolution
for Fiscal Year 1981 recommends that this record spending program
be deferred for one year and the 1981 construction funding held at the
1980 appropriation level. This recommendation has the effect of re-
ducing outyear costs in the function.
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Function 750: Administration of Justice

Outlays for Justice activities in Function 750 will show no growth
in outlays between fiscal years 1981 and 1983. Total outlays for the
function are $4.6 billion in fiscal year 1981 and in fiscal year 1983. Most
of this function is made up of salary and expense accounts for agencies
such as the Federal Bureau of Investigation, the Immigration and
Naturalization Service, the Customs Service, Federal judicial salaries
and the Legal Services Corporation. The total outlay increases by pro-
gram are approximately $300 million for salary and expenses, which is
offset by a reduction in Law Enforcement Assistance funding of ap-
proximately $300 million as a result of the elimination of the Law
Enforcement Administration Assistance programs in fiscal year 1981
and the subsequent decline in expenditure of prior year outlays
through fiscal year 1983.
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Function 800: General Government

Outlays for General Government activities are expected to grow by
4 percent from $4.6 billion to $4.8 billion, between fiscal years 1981 and
1983. This reflects the committee's recommendation to support the
efforts in both the Executive and Legislative Branches to hold down
the growth of administrative and overhead costs. The costs of cost-of-
living pay increases for non-defense agencies are shown, by budget
convention, in Function 920, Allowances.
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Function 850: General Purpose Fiscal Assistance

Outlays for General Purpose Fiscal Assistance will decline by minus
6%, from $6.8 billion to $6.4 billion between fiscal years 1981 and 1983.
This reflects the full outlay impact of the Committee recommenda-
tions; to eliminate the one-third state share of General Revenue Shar-
ing in 1981; to eliminate new funding for the proposed Antirecession
Fiscal Assistance program; and to reduce Federal payments to the
District of Columbia. The remainder of the programs and activities
in Function 850, -many of which are uncontrollable payments to coun-
ties, states, and territories, are expected to grow slowly from 1981 to
1983.
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Function 900: Interest

Outlays in this function increase by 6 percent, from $72.2 billion to
$76.5 billion between fiscal years 1981 and 1983. The function includes
interest payments on the public debt and other interest payments by or
to the Treasury. Most of the other payments are to the Treasury from
other government agencies, and thus decrease the function total.

The recommendation shows interest 'growing slowly after 1981-
about 2 percent in 1982 and less than 4 percent in 1983. This is in
marked contrast to the previous few years; interest increased 25 per-
cent from 1979 to 1980, and is estimated to increase 10 percent from
1980 to 1981.

Interest payments continue to grow in the outyears despite the rec-
ommendation of a budget surplus. There are two reasons for this. First,
maturing long-term securities must be turned over at interest rates
higher than when they were first sold. Second, the Treasury must
finance the off-budget deficit and must pay interest on its borrowings
from the trust funds.
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Function 920: Allowances

Outlays in this function increase from zero funding in fiscal year
1981 to $3.6 billion in fiscal year 1983. The basic issue in this function
is the level of pay raises to be provided annually to civilian agency
employees. The cumulative pay raises starting in fiscal year 1981 are
shown in this function; thus, the 1983 number represents the sum of
1981, 1982, and 1983 pay raises. The- effect of this presentation is to
leave Salaries and Expenses accounts in other functions at their 1980
salary levels in all three years. The recommendation provides pay raises
of 6.2 percent ($1.3 billion) in 1981, an additional 7.9 percent ($1.7
billion) in 1982, and an additional 7.9 percent ($1.9 billion) in 1983, as
assumed in the President's budget. These figures all assume passage of
H.R, 4477, the pay reform bill, without which the pay raises could cost
$1 billion more each year.
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national health insurance into functions 500, 550, and 600 in the President's budget.
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Function 950: Undistributed Offsetting Receipts

Undistributed receipts in this function increase by 21 percent, from
$24.6 billion to $29.7 billion, between fiscal years 1981 and 1983. This
function is composed of intragovernmental and proprietary receipts
that are not assigned to any other single function. Intragovernmental
receipts are payments from one part of government to another; propri.
etary receipts come from the public.

The recommendation shows receipts increasing by $2 billion in fiscal
year 1981 over fiscal year 1980, $2 billion in fiscal year 1982 over-fiscal
year 1981, and approximately $3 billion in fiscal year 1983 over fiscal
year 1982.

The only significant issue in regard to outyear planning recommen-
dations revolves around the issues regarding the sale of leases of poten-
tial petroleum and gas producing tracts on the Outer Continental
Shelf. It might be expected that a period of relative energy shortage
would increase the attractiveness of OCS lands and 1)roduce a higher
level of receipts from lease sales, thus yielding greater undistributed
offsetting receipts.
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APPENDIX D

TAX EXPENDITURES

The Congressional Budget Act of 1974 requires a listing of tax
expenditures 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 laws which allow a special exclusion, exemption, or deduc-
tion from gross income or which provide a special credit, a preferential
rate of tax, or a deferral of tax liability.

As the President's budget indicates, "they are one means by which
the Federal government pursues public policy objectives and, in most
cases, can be viewed as alternatives to budget outlays, credit assistance
or other policy instruments. Tax expenditures have varied objectives.
Nearly all tax expenditures are meant either to encourage certain
economic activities or to reduce income tax liabilities for taxpayers
in special circumstances."

The hope of this Committee is that in publicizing the variety of
activities and circumstances addressed in the tax code, that Members
will appreciate not only the continued growth in such expenditures,
but the choice which is being made-conscious or otherwise-among
alternate means of achieving the same desired economic goals and
social objectives. However indirect, tax incentives are a form of gov-
ernment intervention in the economy and/or the distribution of income.
They represent departures from the pursuit of a neutral tax policy.

One does not have to believe that every dollar earned belongs to the
government, to acknowledge the immediate impact of foregone rev-
enues on the size of the deficit in any given year. With efforts to balance
the budget intensifying and competition for room in the budget as
keen, it becomes all the more inevitable that those responsible for
coordinating efforts in any area will scrutinize tax policies as carefully
as spending practices in choosing between competing national
priorities.

Estimates of individual tax expenditures consistent with the stat-
utory definition are prepared by the Treasury Department and by the
Congressional Budget Office and the Joint Committee on Taxation
(Table 1). Although there is general agreement among these sources,
the concept of tax expenditures continues to be an evolving one, and
the, inclusion or exclusion of any single provision is a matter of con-
tinuing controversy.

In addition, the amount of tax expenditures for any given provision
is characterized as a rough estimate. For example, all tax expenditure
estimates are rounded for convenience to the nearest $5 million, al-
though few students of this area would agree that this level of accuracy
actually exists. Moreover, published lists of tax expenditure estimates
caution the user that simple addition of the amounts indicated for each
separate provision may lead to inaccurate totals inasmuch as a change
in the tax laws affecting any single provision may result in changes in
taxpayer behavior or have indirect effects on the computation of tax
in other respects. Accordingly, the figures shown in Table 1, and in
each function should be used with this caution in mind.

(245)



TABLE 1.-TAX EXPENDITURE ESTIMATES BY FUNCTION'

[Fiscal years, in millions of dollars]

Corporations Individuals

Function 1980 1981 1982 1983 1984 1985 1980 1981 1982 1983 1984 1985

National defense:
Exclusion of benefits and allowances to Armed Forces

peeso l ------------------------------------------------------ 1.470 1,585 1,715 1,850 2,000 2,160
peronel............... :............................................. 125 135 145 155 170 185

E xclusion of m ilitary disability pensions ------- ------- ------- ------- ------- ------ ------- -------................. 18

International affairs:
Exclusion of income earned abroad by U.S. citizens --------------------------------------------------- 555 600 645 695 755 815

Deferral of income of domestic international sales
corporations (DISC) ------------------------------ 1,400 1,470 1,580 1,710 1,850 2,000 ------------------------------------------------

Deferral of income of controlled foreign corporations--- 445 480 520 560 605 650 -----------------------------------------------

Special rate for Western Hemisphere trade corporations_ 5 ----------------------------------------------------------------------------------------
General science, space, and technology: Expensing of re-

search and development expenditures ----------------- I, 760 I, 930 2,220 2,535 2,825 3,090 35 40 45 50 55 60

Energy:
Expensing of exploration and development costs ------- 1,580 1,815 1,870 2,055 2,290 2,625 610 750 875 1,025 1,205 1,415

Excess of percentage over cost depletion ------------- 1,160 1,350 1,540 1,660 1.775 1,890 970 1,370 1,600 1,630 1,685 1,860

Capital gains treatment of royalties on coal ------------ 10 10 10 15 15 15 75 90 100 110 115 125

R esidential energy credits --------------------------------------------------------------------------- 460 460 475 505 555 615

Alternative conservation and new technology credits -- 390 495 595 560 160 65 (2) (2) (1) (2) ( (2)

Natural resources and environment:
Exclusion of interest on State and local government

pollution control bonds ------------------------- 220 245 270 295 325 355 240 265 290 320 355 390

Exclusion of payments in aid of construction of water
and sewage facilities ------- --------------------- 60 110 115 115 120 125 ------------------------------. .................

5-year amortization on pollution control facilities ------- - 10 15 55 95 90 75 .....---......---...... ---...... ---...... -- ----

Tax incentives for preservation of historic structures ---- 10 20 20 20 10 10 25 45 55 55 45 25

Capital gaiis treatment of certain timber income ------ 420 470 535 600 670 755 120 135 150 170 190 215

Capital gains treatment of iron ore ....... ------------ 10 10 -10 to 10 10 10 10 10 10 10 10



Agriculture:Expensing of certain capital outlays ----------------- 75 80 85 85 90 95 430 475 545 565 585 605Capital gains treatment of certain ordinary income ----- 20 20 20 20 20 20 385 405 425 445 465 490Deductibility of noncash patronage dividends and cer.tain other items of cooperatives ------------------- 540 590 625 670 710 760 -175 -190 -200 -210 -220 -230Exclusion of certain cost sharing payments -------------------------------- - ------- - 30 75 --------- 8080 75 75Commerce and Housing:
Dividend exclusion ------------------------------------------------------------- 

----- 490 515 530 555 580 605Exclusion of interest on State and local industrial devel-opment bonds ----------------------------------- 360 470 595 730 880 1,045 385 505 640 785 950 1,125Exemption of credit union income----- ----------- - 110 115 125 140 155 170 ....- -----------------------------------------Excess bad debt reserves of financial institutions ------- 855 965 1,015 1,090 1,260 1,450 ---
Deductibility of mortgage interest on owner-occupied
homes------------------------------------------------------------------------------------------. 12,505 14,760 17,415 20,550 24,250 28,615Deductibility of property tax on owner-occupied homes ---------------------------. -------------------- 7,740 8,975 10,410 12,080 14,010 16,250Deductibility of interest on consumer credit --------------------------------------------------------- 3,595 4,240 5,005 5,905 6,970 8,225Expensing of construction period interest and taxes ---- 555 585 615 645 710 815 140 160 160 155 135 155Excess first-year depreciation ------------------------ 50 50 55 55 60 65 135 145 150 160 170 180Depreciation on rental housing in excess of straightline___ 65 65 70 70 75 75 285 290 295 305 320 335Depreciation on buildings (other than rental housing)in excess of straight line ------ -------------------- 135 140 150 165 185 205 120 125 135 150 165 185Asset depreciation range --------------------------- 2,880 3,400 3,940 4,330 4,300 3,935 150 180 125 225 225 210Capital gains (other than farming, timber, iron ore, andcoal) --------..-------------------------------... 715 810 925 1,045 1,190 I,325 13,855 14,885 16,005 17,205 18,505 19,895Deferral of capital gains on home sales ...---------------------------------- - ------------------------ 1,010 1,110 1,220 1,345 1,480 1,625Capital gains at death ---- 4,750 5,085 5,440 5,820 6,230 6,665C o rp o ra te su rta x e x em p tio n . . . . . . . . . . . . . . . . . . . . . . . . . 1 15 - - --- - --- --- -- --- --- -- --- - . . .- 4 ,- - 0- 5- 0 8 5 -- ,4- 0 -- ,8- 0 -- ,- --- 6 ,6- -Reduced rates on first $100,000 of corporate income ------ 7,555 7,510 7,890 8,860 9,810 10,680 .... . -.-Investment credit, other than for TRASOPs and forrehabilitatedstructures .......................... 15,705 16,860 17,730 18,645 20,435 22,690 2,910 3,115 3,295 3,460 3,790 4,220Investment credit for rehabilitated structures --------- 120 140 155 170 185 205 60 65 65 65 70 75Exclusion of interest on State and local housing bonds 435 890 1,855 3,380 5,450 8,000 230 570 1,305 2,480 4,090 6,080Transportation:

5-year amortization on railroad rolling stock -------- -40 -40 -40 -40 -20 -Deferral of tax on shipping companies ---------------- 70 75 75 80 90 95 ----------------------------------------------
Community and regional development: 5-year amortizationfor rehabilitation of low income housing 5 10 10 10 5 (2) 10 15 20 15 10 (2)

See footnotes st end of table.



Function

TABLE 1.-TAX EXPENDITURE ESTIMATES BY FUNCTION 1-Continued

[Fiscal years, in millions of dollars]

Corporations 
Individuals

1980 1981 1982 1983 1984 1985 1980 1981 1982 1983 1984 1985

Education, training, employment, and social services: - - -- 35 'u " ,6 . ... ..
Parental personal exem ption for students age 19 or over .. . .. . .. . .. . .. . . .. . .. . .. . .. . . I , 030 1, 045 1,055 1, 065 1,075 1, 085Exclusion Of scholarship and fellowship income ----------------------------------------- 

11030 ......

Exclusion of employee meals and lodging (other than - - - 350 380 410 445 485 525

..................................----- ----- -- - 30 35 40 45 25 . . . .

military) ---------------------------- ---------------------------------------------- 20 35 10 ----------

Employer educational assistance ---------------- - ----

Exclusion of contributions to prepaid legal services plans ---................................

Investment credit for employee stock ownership plans 300 760 85 9 10 0 5-- 76 885 1,030 - 10 - ,385 - , 66

(TRAS•s) 
7 0 740 81 895 0 5 5 1, 723645 - 1,0-0 1 ,8 ,030

Deductibility of chaiale contriuon (education)-- 345 360 37 41 40 50 76 85

Deductibility of charitable contributions to other than 430 450 460 510 580 655 5725 6' 645 7,705 8,940 10,370 12,030

M uaim um tax n e r al service - ----in - ---m e--- 
- - - -- -- -- 1,265 1,580 1,975 2,4 70 3,085 3 ,860

education and health 
820.... 

.---- ---------------- 900 985 , 080 1 , 185 ,300

Credit for child and dependent care epxenses - -------- -....... .

Credit for employment of AFDC recipients and public

assistance recipients under work-incentive programs - 45 59 0 8 5 0 5 60------------- 60 5--- 10 --- 0- ---- 0--- 102 10----115 275 24 5 .... .---------------...---... ..---.... .---.... -i ... -¢ .. - ()

General jobs credit -------------------------------- 
115 275 240 45

T argeted jobs credit --------------------------------

Exclusion of employer contributions for medical insur- 12 965 15, 215 17, 84.

ance premiums and medical care ----------------------------------------------------------------- 
3

Deductibility of medical expenses -. - --
- - 3 4,050 4,) 5:) ( :4 6,605

Expenses of removal of architectural and transportation 
(2 ) (2) ( 2) 2) (22 (2)

barriers to th handicapped --- -------- 
2 2 2 2 2 2 2 2 2 2 1 2

DeuctibilitY ofe charitable contributions (health) ---- 210 220 230 255 290 325 1. 145 I 330 1. 540 1, 790 2,075 2,405

Aln 440 460 485

-in am 24 450 28,740



Income security:
Exclusion of social security benefits:

D isability insurance benefits --------------------------------------------------------------------- 685 820 965 1.110 1,280 1,475OASI benefits for retired workers --------------------------------------------------------------- 6,880 8,695 10,560 12,350 14,605 16,885Benefits for dependents and survivors ------------------------------------------------------------ 990 1,205 1,415 1,630 1,850 2,075Exclusion of railroad retirement system benefits ------------------------------------------------------- 330 380 420 485 560 650Exclusion of workmen's compensation benefits -------------------------------------------------------- I, 165 1,385 I, 645 1,955 2,320 2, 750Exclusion of special benefits for disabled coal miners --------------------------------------------------- 50 50 50 50 50 50Exclusion of unemployment insurance benefits ---------------------------------------- ---------------- 2,495 3, 110 2,855 2,500 2, 135 1,820Evcluimn of -,ik-;r assistance benefits --------------------------------------------------------------- - 395 450 510 585 665 755E xclusion of disability pay .... -------------------------------------------------------------------- 185 190 195 200 200 205Net excLsio,. u. seasonn contributions and earnings:
Employer plans -----------.--------------.........................---------------------------- 12,925 14,740 16,805 19,165 21,850 24,915Plans for self-employed and others ---...................................................... 2, 125 2,520 2,975 3,480 4,035 4,640

Exclusion of other employee benefits:
Premiums on group term life insurance - .--------- -- ----. 1,485 1,635 1,795 1,975 2, 175 2,39Premiums on accident and disability insurance. . --------------- 90 100 105 110 120 130
Income of trusts to finance supplementary unem-

ployment benefits ---------------------------------------------------------------------------- 10 10 15 15 20 20Exclusion of interest on life insurance savings -------------------------.- -------------------------- 3,365 3,895 4,505 5,215 6,035 6,980
Exclusion of capital gains on home sales for persons age

55 and over .......................... .- 535 590 645 710 785 860Additional exemption for the elderly - -------- -------- - 1,970 2,070 2,175 2,280 2,395 2,515Additional exem ption for the blind ------------ --------------------------------------------------- 40 40 40 45 45 50Deductibility of casualty losses ---------------------------------------------------------------------. 590 665 755 850 965 1,090Tax credit for the elderly -................................................................- 135 135 135 135 135 135
Earned income credit:

N onrefundable portion ------ - ------------------------------------------------------------ -- 415 360 335 310 285 265Refundable portion ................. .....-. -------------------------------------------------- 1,695 1,570 1,455 1,345 1,245 1,155
Veterans benefits and services:

Exclusion of veterans disability compensation ----------------------------------------- ---------------- 1,050 I, 115 1,185 1,245 1,300 I, 355Exclusion of veterans pensions ----------------------------------------------------------- - - - - - -- - -- 50 55 60 60 65 65Exclusion of G I bill benefits ---------------------------------------------...--- . -------------- - 160 130 110 90 75 60General government: Credits for political contributions ------ ------------------------------------ - -------- 100 140 100 125 100 140
See footnotes at end of table.



TABLE 1.-TAX EXPENDITURE ESTIMATES BY FUNCTION '-Continued

[Fiscal years, in millions of dollars]

Corporations 

Individuals

1980 1981 1982 1983 1984 1985 1980 1981 1982 1983 1984 1985

General purpose fiscal assistance:

Exclusion of interest on general purpose State and local 355 390 435 4 1 ,6 ,6 ,6 ,2 ,1 ,4 ,0 ,1

debt o ~ Sae n-----------3,553900 4,35-,81-5,60 5,95-2365 2,25--91-3,40 3,60-401

Deductibility btnonbusiness ltates--nd-local taxes -- - 14,665 17,305 20,420 24,095 28.430 33,545

(other than on owner.occupied homes and gasoline) ---------------------------------------

Tax credit for corporations doing business in U.S. posses- 780 860 945 1,04 1,145 1,255 ... 29 . 250 - 20 250 250 - 250

Intret: -era ofintereston savingsbod...............................

I All estimates are based on the tax law enacted as of Dec. 31, 1979. SUM OF THE EXPENDITURE ITEMS BY TYPE OF TAXPAYER,

Les thn 2.50,00.FISCAL 
YEARS 198"-5

[in millions of dollars]

Corporations
and

individuals Corporations Individuals

Fiscal year:
1980 ------------------ 183,175 44,115 139,060

1981 ------------------- 
207,870 48,095 159,775

1982 ----------------------- 
234,925 52,705 182,220

1983 ----------------------- 
266,365 58,410 207,955

1984 ---------------------- 
303,265 65,245 238,020

1985 ----------------------- 
346,365 73,220 273,145

Note: These totals represent the mathematical sum of the estimated fiscal year

effect of each of the tax expeniture items included in the tahle. The limitations 00

the use of the totals are eaplaid in the teat.

Source: Staffs of the Treasury Department and the Joint Committee on Taxation.



APPENDIX E

SUMMARY TABLES

FISCAL YEAR 1981 COMPARISON OF AGGREGATES

[In billions of dollars)

President's request

Fiscal
year 1980

Budget Budget
Co- Com- Com-

mittee mittee mittee
Fiscal recom- Reesti- views recom-

year 1979 mends- Jan. 28 mated by and menda-Aggregates actual tions budget CB0 estimates tion

Revenues ------------------- 465.9 528.8 600.0 614.0 600.0 613.8
Budget authority ------------ 556.7 657.1 696.1 713.0 736.3 694.6
Outlays -------------------- 493.7 567.0 615.8 628.3 642.3 611.8
Deficit/surplus- -27.7 -38.2 -15.8 -14.3 -42.3 +2.0
Debt subject to limit- -------- 827.6 896.7 934.2 942. 1 NA 926.8
Credit budget ---------------- NA NA NA NA NA 140.2

FISCAL YEAR 1980 COMPARISON OF AGGREGATES

[In billions of dollars]

President's request

Budget
Committee

Fiscal year 2d Budget Jan. 28 Reestiiated recommen-
Aggregates 1979 actual Resolution budget by CBO dation

Revenues -------------------- 465.9 517.8 523.8 525.8 528.8
Budget authority ------------- 556.7 638.0 654.0 659.1 657.2
Outlays -------------------- 493.7 547.0 563.6 567.2 567.0
Deficit -------------------- -27.7 -29.8 -39.8 -41.4 -38.2
Debt subject to limit ---------- 827.6 886.4 887.2 896.9 896.7
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FISCAL YEAR 1981 - COMPARISON OF AGGREGATES
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FISCAL YEAR 1980 - COMPARISON OF AGGREGATES

BUDGET COMMITTEE RECOMMENDATION VS. PRESIDENT'S BUDGET*
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HISTORICAL PERSPECTIVE ON FUNCTIONAL OUTLAYS

[In millions of dollars]

Revised
2d Reso-

OMB lotion OMB Fiscal Fiscal Fiscal
Fiscal year estimate, recomm., estimate, year year year

1980 fiscalyear 1981 1981 1982 1983
Function 1975 1976 1977 1978 1979 (Jan.) 1980 (Jan.) recomm. recomm. recomm.

050 Nationaldefense ----------------- 85,552 89,430 97,501 105,186 117,681 130,368 131,700 146,241 147,900 166,500 185,600

150 International Affairs --------------- 6,922 5.552 4,813 5,922 6,091 10,401 10,100 9,612 9,600 9,800 10,600

250 General science, space and technology. 3,989 4,370 4,677 4,742 5,041 5,889 5,900 6,442 6,300 6,700 6,900

270 Energy ----------------------- 2,169 3,127 4,172 5,861 6,856 7,751 6,700 8,107 7,100 10,500 11,700

300 Natural resources and environment .... 7,336 8,124 10,000 10,925 12,091 12,776 12,900 12,819 12,400 13,200 13,600

350 Agriculture --------------------- 1,659 2,504 5,532 7,731 6,238 4,636 5,900 2,802 2,300 4,200 5,200

370 Commerce and Housing Credit ------- 5,607 3,792 -44 3,324 2,565 5,476 5,400 712 -0. 1 2,300 2,300

400 Transportation ----------------- 10,388 13,435 14,636 15,445 17,459 19,631 19,400 20,159 19,500 20,500 22,200

450 Community and regional development- 3, 737 4, 767 6,348 11,039 9,482 8,467 9,400 8,820 9,400 9,000 9,300

500 Education, training employment, and
social services -------------- 15,870 18,737 20,985 26,463 29,685 30,654 30.300 31,989 30,700 33,900 39,300

550 Health ----------------------- 27,648 33,448 38,785. 43,676 49,614 56,563 56,500 62,449 61,800 70,100 103,300

600 Incomesecurity - - 108,610 127,412 137,915 146,212 160,198 190,948 190,000 219,982 220,100 249,600 274,600

700 Veterans benefits and services -------- 16,597 18,432 18,038 18,974 19,928 20,766 20,300 21,731 21,200 22, 800 24,400

750 Administration of justice ------------ 2,942 3,320 3,600 3,802 4, 153 4,530 4,400 4,699 4,600 4,500 4,600

-800 General government --------------- 3,135 2,948 3,312 3,737 4,153 4,885 4,400 4,931 4,600 4,700 4,800

850 General purpose fiscal assistance ...-.. 7,187 7,235 9,499 9,601 8,372 8,670 8,600 9,617 6,800 6,400 6,500

900 Interest ....... 30,911 34,511 38,009 43,966 52,556 63,330 65,500 67,197 72,200 73,600 76,500

920 Allowances ---------------------------------------------------------- 100 900 2,570 - -- 1,900 3,600

950 Undistributed offsetting receipts -14,075 -14,704 -15,053 -15,772 -18,488 -22,258 -22,300 -25, 119 -24,600 -27,300 -29,700

Total --------------------------- 326,185 366,439 402,725 450,836 493,673 563,583 567,000 615,761 611,800 682,900 775,300

Note: Totals may not add to detail due to rounding.



HISTORICAL PERSPECTIVE ON FUNCTIONAL OUTLAYS AS A PERCENT OF TOTAL BUDGET OUTLAYS

[In millions of dollars

Fiscal year

Function 1975 1976 1977

Revised
2d Reso-

OMB lution OMB Fiscal Fiscal Fiscal
estimate, recomm., estimate, year year year

1980 fiscalyear 1981 1981 1982 1983
1978 1979 (Jan.) 1980 (Jan.) recomm. recomm. recomm.

National defense --------------------
International Affairs ---- --------
General science, space, and technology.
Energy-
Natural resources and environment ....
A griculture ----------------- -.---
Commerce and Housing Credit -------

Transportation .....................
Community and regional development-
Education, training, employment, and

social s e rvices ...................
Health
Income security----------
Veterans benefits and services ------
Administration of justice -------------
General government ---------------
General purpose fiscal assistance ------
Interest---------------
Allowances -------------------------
Undistributed offsetting receipts ------

Total

26.2
2.1
1.2
.7

2.2
.5

1.7
3.2
1.1

4.9
8.5

33.3
5.1
.9

1.0
2.2
9.5

-4.3

5.1 5.2
9.1 9.6

34.8 34.2
5.0 4.5
.9 .9
.9 .9

2.0 2.4
9.4 9.4

-4.0 -3.7

23.3
1.3
1.!
1.3
2.4
1.7
.7

3.4
2.4

5.9
9.7

32.4
4.2

.8
.8

2.1
9.8

-3.5

100.0 100.0 100.0 100.0

6.0 5.4 5.3
10.0 10.0 10.0
32.4 33.9 33.5
4.0 3.7 3.6
.8 .8 .8
.8 .9 .8

1.7 1.5 1.5
10.6 11.2 11.6
----------------. . 2
-3.7 -3.9 -3.9

100.0 100.0 100.0

23.7
1.6
1.0
1.3
2.1
.5
.1

3.3
1.4

5.0
10.1
35.7
3.5

.7

.8
1.6

10.9
.4

-4.1

100.0

23.9
1.4
.9

1.5
1.8
.7
.3

2.9 -
1.2

5.0 5.0 5.1
10.1 10.3 13.3
35.9 35.5 35.4

3.5 3.3 3.2
.7 .7 .6
.7 .7 .6

1.1 .9 .8
11.8 10.8 9.9

.......... .3 .5
-4.0 -4.0 -3.8

I00.0 100.0 100.0

Note: Totals may not add to detail due to rounding.
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FISCAL YEAR 1981

COMPARISON OF BUDGET COMMITTEE RECOMMENDATION WITH
PRESIDENT'S BUDGET

[In billions of dollars]

Fiscal year 1981 Differ-

Fiscal ence
year recom-

1980 mends-
budget President's request Budget tion

corn- corn- over(+)
Fiscal mittee Reesti- Com- mittee under(-)

,9ar recoin- mated mittee recom- President
mends- Jan. 28 by views menda- reesti-

actual tions budget CBO estimate tions mate

050 National defense
Budget authority- 127.8 142.5
Outlays --------- 117.7 132.7

150 International affairs:
Budget authority- 8.7 15.8
Outlays ---------- 6.1 10.1

250 General science, space,
and technology:

Budget authority- 5.4 6. I
Outlays ---------- 5.0 5.9

270 Energy:
Budget authority- 7.4 40.3
Outlays ---------- 6.9 6.7

300 Natural resources and
environment

Budget authority- 13.2 12.3
Outlays ---------- 12.1 12.9

350 Agriculture:
Budget authority- 9.3 5.9
Outlays ---------- 6.2 5.9

370 Commerce and hous-
ing credit:

Budget authority- 5.9 10. 1
Outlays ---------- 2.6 5.4

400 Transportation:
Budget authority- 19.2 21.0
Outlays ---------- 17.5 19.4

450 Community and
regional develop-
ment:

Budget authority- 10.0 8.7
Outlays ---------- 9.5 9.4

500 Education, training,
employment, and
social services:

Budget authority- 32.6 29.9
Outlays --------- 29.7 30.3

550 Health:
Budget authority- 53.9 59.8
Outlays --------- 49.6 56.5

600 Income security:
Budget authority- 191.9 223.0
Outlays --------- 160.2 190.0

700 Veterans benefits and
services:

Budget authority- 20.5 21.0
Outlays ---------- 9.9 20.3

750 Administration of justice:
Budget authority- 4.2 4.3
Outlays ---------- 4.2 4.4

See note at end of table.

161.8 162.8 175.1
146.2 149.3 152.4

16.9 24.6 17.5
9.6 9.8 10.1

6.9 6.9 6.9
6.4 6.4 6.5

7.4 8.0 8.9
8.1 8.7 9.2

13.3 13.3 15.2
12.8 13.1 13.8

5.5 5.5 5.6
2.8 2.4 2.8

5.9 6.1 6.6
.7 .9 1.4

23.6 23.6 25.7
20.2 20.5 22.0

9.8 9.9 13.8
8.8 9.9 9.7

34.8 35.0 43.3
32.0 32.4 38.8

71.5 72.2 74.3
62.4 62.4 64.3

251.5 254.1 252.4
220.0 222.8 221.5

22.7 22.1 23.5
21.7 21.4 22.5

4.7 4.7 5.0
4.7 4.7 4.7

160.8
147.9

24.0
9.6

6.7
6.3

7.5
7.1

-2.0
-1.4

-. 6
-. 2

-. 2
-. 1

-. 5
-. 6

2.0 -1.3
2.4 -. 7

5.4 -. 1
2.3 -. 1

5.1 -1.0
--.1 -1.0

22.8 -. *8
19.5 -1.0

9.0 -. 9
9.4 -. 5

-1.7
-1.7

-. 7
-. 6

-2.0
-2.7

33.3
30.7

71.5
61.8

252. 1
220. 1

21.7
21.2

4.2
4.6

2



FISCAL YEAR 1981

COMPARISON OF BUDGET COMMITTEE RECOMMENDATION WITH
PRESIDENT'S BUDGET-Continued

[In billions of dollars]

Fiscal year 1981
Differ-

Fiscal ence
year recom-
1980 menda-

budget President's request Budget tion
corn- coM- over(+)

Fiscal mittee Reesti- Com- mittee under(-)
year recom- mated mittee recom- President
1979 menda- Jan. 28 by views menda- reesti-

actual tons budget CBO estimate tions mate

800 General Government:
Budget authority- 4.4 4.5 4.9 4.8 4.9 4.7 -. 1
Outlays ---------- 4.2 4.4 4.9 4.7 4.9 4.8 -. 1

850 General purpose fiscal
assistance:

Budget authority- 8.3 8.6 9.6 9.6 9.7 6.2 -3.4
Outlays .......... 8.4 8.6 9.6 9.6 10.3 6.8 -2.8

900 Interest:
Budget authority- 52.6 65.5 67.2 72.2 67.2 72.2 -------

Outlays --------- 52.6 65.5 67.2 72.2 67.2 82.2 ---------
920 Allowances:

Budget authority ---------- 1.0 3.1 2.2 5.8 -------- -2.2
Outlays ------------------- .9 2.6 1.7 5.3 -------- -1.7

950 Undistributed
offsetting receipts:

Budget authority- -18.5 -22.3 -25.2 -24.6 -25.1 -24.6 ---------
Outlays .......... -18.5 -22.3 -25.2 -24.6 -25.1 -24.6 ---------

Total:
Budget au-

thority 556.7 657.1 696.1 713.0 736.3 694.6 -18.4
Outlays--- 493.7 567.0 615.8 628.3 642.3 611.8 -16.5

Note: Totals may not add to detail due to rounding.
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BUDGET COMMITTEE RECOMMENDATION BY FUNCTION
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FISCAL YEAR 1980

COMPARISON OF BUDGET COMMITTEE RECOMMENDATION WITH
PRESIDENT'S BUDGET

[in billions of dollars]

Fiscal
year
1979

actual

Fiscal year 1980

Budget Difference
2d President's request Corn- recoin.

budget mittee mends.
recom- Reesti- recom- tions
mends- Jan. 28 mated mends- over (-)

tons budget by CBO tions under (-)

050 National defense:
Budget authority ---
Outlays

150 International affairs:
Budget authority ---
Outlays

250 General science, space,
and technology:

Budget authority ---
Outlays ------------

270 Energy:
Budget authority ----
Outlays ------------

300 Natural resources and
environment:

Budget authority ---
Outlays ------------

350 Agriculture:
Budget authority ----
Outlays ------------

370 Commerce and housing
credit:

Budget authority ---
Outlays

400 Transportation:
Budget authority ----
Outlays

450 Community and regiorfal
development:

Budget authority ----
Outlays

500 Education, training, em-
ployment, and social
services:

Budget authority ----
Outlays ------------

127.8
117.7

8.7
6.1

141.6
130.4

13.1
10.4

141.6
131.8

16.0
10.3

142.5 +0.9
132.7 +.9

15.8 -. 2
10.1 -. 2

5.4 5.85 6.2 6.1 6.1 ----------
5.0 5.7 5.9 5.9 5.9 ----------

7.4 39.5 41.5 40.8 40.3 -. 5
6.9 7.25 7.8 6.7 6.7 ----------

13.2 12.6 12.7 12.4 12.3 -.1
12.1 11.9 12.8 12.9 12.9 ----------

9.3 5.0 5.0 5.0 5.0 ----------
6.2 2.55 4.6 5.9 5.9 ----------

5.9 6.8 10.2 10.1 10.1 ----------
2.6 2.85 5.5 5.5 5.4 -.1

19.2 19.5 21.0 21.0 21.0 ---------
17.5 18.6 19.6 19.5 19.4 -.1

10.0 8.9 9.0 9.1 8.7 -.4
9.5 8.35 8.5 9.2 9.4 +.2

32.6 30.9 31.2 30.6 29.9 -. 7
29.7 31.0 '30.7 30.7 30.3 -. 4

Note: Detail may not add due to rounding.
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APPENDIX F

FEDERAL AID TO STATE AND
LOCAL GOVERNMENT

The Budget Committee recommendations provide $113.2 billion in
budget authority and $92.9 billion in outlays in fiscal year 1981 for aid
to State and local governments. This is an increase in outlays of $4.0
billion, or 4.5 percent, over the current estimate for 1980. Between
1971 and 1979, the annual growth in Federal grant outlays averaged
14 percent. Table 1 summarizes and compares the levels of Federal
support for State and local governments in recent years.

TABLE 1: OUTLAYS FROM FEDERAL GRANT-IN-AID PROGRAMS

[In billion of dollars]

Total Grants
grant to aid Other

Fiscal year programs individuals grants

1981 Committee recommendation ---------------------- 92.9 36.9 55.9
1981 President's budget reestimated I ------------------- 100.0 39.7 60.2
1981 President's January budget 1 ---------------------- 97.2 38.6 58.5
1980 President's estimate -------------------------- 88.9 34.2 54.7
1979 ------------------------------------------------ 82.9 28.8 54.1
1978 ---------------------------------------- 77.9 26.0 51.9
1977 -------------------------------- 68,4 23.9 44.6
1976 ---------------------------------------- 59.1 21.0 38,1
1975_--- 49.8 17.4 32.4
1974 43.4 15.3 28.0
1973 ------------------------------- 41.8 14.3 27.5
1972 -------------------------------- 34.4 14.4 20.0
1971 --------------------------------- 28.1 11.0 17. I

I The President's budget totals are adjusted to include the administration's welfare reform proposal.

Note: Totals may not add due to rounding.

The decline in the rate of growth in Federal grant outlays in 1979,
1980, and 1981 is the result of the ph:asedown of outlays of economic
stimulus activities funded in the 1975-76 recession and of the current
emphasis on Federal budget restraint. Almost 40 percent, $36.9 billion,
of the 1981 grant outlays recommended by the Committee are for
programs designed to provide income support and services which
directly aid individuals. Examples of such programs are Medicaid and
Aid to Families with Dependent Children. The other $55.9 bil-lion
would support State and local public services, capital development
projects, and demonstration activities. General Revenue Sharing
and Community Development Block Grants are examples of programs
supporting these kinds of activities.

Federal grants to State and local governments are estimated to
be 15.1 percent of total Federal outlays in fiscal year 1981, just 'below
the 16 percent average between 1970 and 1980. The Committee's esti-
mate of grant outlays by function is compared with the President's
Jaauary request and the President's budget reestimated in Table 2.

(263)
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TABLE 2: GRANTS TO STATE AND LOCAL GOVERNMENTS BY FUNC.
TION-COMPARISON OF PRESIDENT'S REQUEST AND COMMITTEE'S
RECOMMENDATION

[In billions of dollars]

Budge,
President's President's Coditee

January budget re- recommen-budget estimated ation

050 National defense:
Budget authority -
Outlays

150 International affairs:
Budget authority - -
O u tla y s ------- -- --- --- ------ ---------- -----

250 General science, space, and technology:
B udget authority ---------------------------
O u tla y s . . .. . . . . . . . . . . . . . .

270 Energy:
Budget authority --

Outlays -- - -
300 Natural resources and environment:

Budget authority -
Outlays-

350 Agriculture:
Budget authority -
O u tla y s ------- ---- -- ---------------------- -

370 Commerce and housing credit:
Budget authority ---
O u tlay s ------------- -------------- - - ----

400 Transportation:
B udget authority ......................... ..
O u tlay s -- -------------- ----------- ----- ---

450 Community and regional development:
Budget authority ---. -.------------------
O u tlay s ------------------------------------

500 Education, training, employment, and social services:
Budget authority -- -------------------------

O u tlay s --------- -- ---------------------
550 Health:

Budget authority --- ------------------------
O u tla y s . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .

See footnotes at end of table.

0.1 0.1
.I .I

.7 .7

.6 .6

5.3 4.7
5.3 5.2

.5 .5

.5 .5
(1) (1)
(1) (1)

18.7 18.2
17.8 17.3
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TABLE 2: GRANTS TO STATE AND LOCAL GOVERNMENTS BY FUNC-

TION-COMPARISON OF PRESIDENT'S REQUEST AND COMMITTEE'S
RECOMMENDATION-Continued

[in billions of dollars]

Budget
President's President's Committee

January budget re- recommen-budget estimated dation

600 Income security:
Budget authority ----------------------
O utlays --- ---------------------------

700 Veterans benefits and services:
Budget authority ----------------------
O u tlays ------------------------------

750 Administration of justice:
Budget authority ----------------------
O utlay s -- ----------------------------

800 General government:
Budget authority --......
O utlay s -------------------------------

850 General purpose fiscal assistance:
Budget authority ----------------------
O utlay s --- ---------------------------

900 Interest:
Budget authority ---------- ------------
Outlays ------------------------------

920 Allowances:
Budget authority -----------------------
O utlay s _ -----------------------------

950 Undistributed offsetting receipts:
Budget authority ---------------------
O utlay s --- ----------------------------

Total:
Budget authority - ....................
O utlays -------------------------------

...- .1 .1 .1
. .. I .! . I

.5 .5 (1)
.... 5 .5 .2

..... 2 .2 .2
.... 2 .2 .2

--- 9.4 9.4 6.1
---- 9.4 9.4 6.7

120.6 121.3
97.2 100.0

113.2
92.9

I Less than $50 million.
Note: Totals may not add due to rounding. President's budget is adjusted to reflect the adminis-

tration's welfare reform proposal.
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Significant changes from the President's January budget include:

REESTIMATES

* A review of historical outlay patterns by CBO resulted in an es-
timated outlay increase of $0.4 billion in function 400, Transportation
for Highway Trust Fund programs, a decrease of $0.3 billion for
transportation energy initiatives, and an increase of $0.3 billion in
urban mass transportation program outlays.

* An increase in function 450, Community and Regional Develop-
ment for the spendout rate of Community Development Block Grant
outlays resulted in a reestimate of outlays for that program of $0.8
billion.

PROGRAM CHANGES

* In function 850, General Purpose Fiscal Assistance, the Com-
mittee's recommendation to eliminate the State government share of
General Revenue Sharing decreases budget authority by $2.3 billion
and outlays by $1.7 billion.

* In function 500, Education training, employment, and social serv-
ices, the recommendation assumes a $1.1 billion budget authority and
$1.0 billion outlay reduction in CETA job programs.

* In function 400, Transportation, $0.5 billion reduction in high-
way program outlays is also recommended by the Committee.

* In function 850, General Purpose Fiscal Assistance the Com-
mittee's recommendation not to eliminate funding for antirecession
fiscal assistance reduces both budget authority and outlays by $1.0
billion.

* In function 550, Health, the recommendation also assumes a $0.5
billion decrease from, the President's budget for Medicaid budget au,
thority and outlays.

* In function 600, Income Security the Committee assumes a 1-
year delay in the implementation of the cost provisions of the Presi-
dlent's welfare reform plan plus an additional $250 million of legisla-
tive savings above those assumed by the administration. The total re-
duction from the President's budget would be $1.1 billion in budget
authority and outlays.

* In function 750, Administration of Justice, the recommendation
assumes elimination of the Law Enforcement Assistance Administra-
tion programs, which reduces budget authority by $0.5 billion and
outlays by $0.1 billion.

0 In function 450, Community and Regional Development, the Com-
mittee's recommendation to slow the growth of Economic Develop-
ment Assistance programs reduces budget authority by $0.3 billion and
outlays by $0.2 billion.



SUPPLEMENTAL VIEWS OF HONORABLE TIMOTHY E.
WIRTH AND HONORABLE RICHARD A. GEPHARDT

We support this resolution because it provides for a balanced budget
not just in an accounting sense but also from the standpoint of policy.

The present state of our economy is unprecedented in the history of
the nation. Seldom has the rate of inflation approached 20 percent,
but the latest Producer Price Index increase surpassed that mark and
the Consumer Price Index is rising at close to the same pace. Money
markets overseas are highly unstable, battering the dollar on an almost
regular basis. The balance of payments, while somewhat improved,
remains deeply in the red. The unemployment rate has been relatively
steady, but productivity is declining and growth in the GNP is dan-
gerously close to the zero level.

Such problems demand forceful action on many fronts. An im-
portant move that must be made-and one over which the Congress
has the most control and responsibility-is balancing the budget. While
such action cannot be considered a panacea for the record-high infla-
tion rates we are now suffering, it is an essential step without which
any anti-inflation program would be undermined.

Although most economists agree a balanced budget would lower
the CPI by only two- or three-tenths of a percent within the context
of existing econometric models, failure to eliminate deficit spending
will only further fuel inflation. Cutting back on government spend-
ing, on the other hand, limits the amount of stimulating money being
injected into the overheated economy. By avoiding the accumulation
of further debts by the government, pressure on investment capital
can be relieved thereby freeing more for productive uses in the private
sector.

Far more significant, however, is the psychological impact of bal-
ancing the 'budget. This effect cannot be measured by econometric
models, but it is undoubtedly substantial and positive. By balancing
the budget, the Congress can demonstrate it is serious about lowering
the cost of living. We can establish the government as the leader in
making the kind of sacrifice that is needed from all sectors of the
economy if inflation is to be brought under control, thus breaking
the momentum of inflationary expectations.

Achieving this goal after twelve straight years of deficit spending
poses a serious challenge to the Congress. There are countless ways
to balance the budget, and we have been careful to accomplish it in
a way that will achieve maximum results for improving the inflation
picture and in a way that will be fair and equitable to all groups and
individuals.

We believe this budget resolution meets those standards. First of
all, it achieves balance primarily by cutting expenditures rather than
raising revenues. The advantages of a balanced budget are lost if out-
lays are not reduced in the process and spending continues unabated
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on programs that are inefficient, beyond our means or no longer neces-
sary to the well-being of the nation. Not only would the stimulative
effects of Federal spending continue but the psychological impact
would be devastating. This approach would imply we are only play-
ing games without being truly serious about controlling the Federal
budget and the size of the government as a whole. If the Congress and
the rest of the Federal government are not willing to sacrifice, how can
we call on all other groups within the economy to join the battle against
inflation? If we cannot face the really tough decisions demanded of us,
how can we inspire the kind of confidence needed to assure the Amer-
ican people it is worth the fight?

We endorse the action of the Budget Committee in- adopting this
approach and cutting $16.5 billion from the President's -eesti iiated
budget requests.

Furthermore, we support the cuts that have been made as truly
equitable and even-handed, adhering to our conviction that an un-
fair share of the burden should not be placed on those individuals least
able to afford it. The argument has been made by some that these budg-
et cuts have been made solely or primarily at the expense of the poor
and the elderly. On the contrary, as the'following summary clearly
shows, the substantial majority of reductions has been made in areas
involving grants to state and local governments, requiring increased
efficiency on the part of the Federal government, improving target-
ing, and slowing down construction projects:

Amount Percent

I. State/local assistance:
*Both general and categorical assistance to State and local govern-

ments, such as elimination of State portion of general revenue
sharing, the proposed countercydical assistance program, the law
enforcement assistance program, and reduced funding for local
public works and economic development - --

I1. Human resources programs:
*Delaying the effective dates for new human-resources programs,

such as the youth education employment initiative, the child
health assurance program, and the fiscal relief for welfare reform _

*Reform of certain human resources programs such as tightening
eligibility and benefits for food stamps, public assistance, and low-
income energy assistance, and bringing the food stamp and child
nutrition programs into line with the once-a-year cost-of-living
adjustments now applied to social security ---------------------

*Other reductions in human resource programs such as CETA,
education assistance, discretionary health, social services and
veterans programs; and termination of unemployment benefits
for CETA workers and the termination of the Young Adult
C onservation C orps -----------------------------------------

I1. Other reductions:
*Defense, energy, foreign assistance, natural resources, agriculture;

several Federal belt-tightening measures, such as higher pay
absorption, a general administration and operating cost reduction;
bringing Federal retirees into line with the once a year cost.of.
living adjustment now applied to social security recipients; pro-
gram slowdowns such as water projects, Federal highways, EPA
construction grants, and strategic petroleum reserve; elimination
of Saturday mail and some portion of bulk mail subsidies, etc ..--

Total, reductions from President's budget reestimated ----------

$3.7 2. 2

1.4 9.0

1.0 6.0

2.3 14.0

8.1 49.0

16.5 100.0



This breakdown shows not only that less than 30% of the cuts
are made in human services programs, but also that the reductions
for the most part have been framed in such a way as to minimize the
hardship suffered by individuals who depend on these programs for
their livelihood. Most savings in human resources programs have
been derived from administrative improvements or delay in imple-
menting new initiatives. Those that do affect benefit levels are
oriented exclusively toward better targeting to assure the best use
of Federal dollars and reservation of our limited resources for those
most reliant on the government for assistance.

A final indication of the fairness of this resolution is the fact that
no function in the budget is left untouched. In particular, despite
overwhelming pressure for large defense budget increases in this
time of turmoil in many parts of the world, the resolution would
hold the Defense Department to the same efficiencies and delays of
unnecessary initiatives that are being demanded of all civilian agen-
cies under the resolution. Without touching the readiness activities,
the resolution reflects a $1.4 'billion cut in the Administration's reesti-
mated defense budget request and a $6.8 billion reduction from DOD
reestimates of Fiscal 1981 budget needs.

In conclusion, this budget resolution plots a responsible fiscal
course for the nation, and it is imperative that the full House pass it
as a statement of our commitment to controlling inflation.

Passage of the resolution, however, will be only the first step. Over
the next few months, we will have to translate the policy statement
it represents into binding legislation. The time, effort and negotiation
that has gone into developing the resolution suggest great potential
for implementing it. The resolution is the result of months of careful
deliberations within the Budget Committee and throughout Con-
gress, which were recently culminated by eight consecutive days of
meetings between Congressional and Administration leaders. A con-
sensus was reached on $13 billion in spending cuts that are equitable
and evenly distributed. The Budget Committee added further reduc-
tions that are equally fair and even-handed.

We hope the rest of the House will get behind this effort that was
begun by the leadership and the Committee. Numerous special interest
groups will feel the pinch of these decisions, and understandably
they will fight the cuts. But none of the cuts proposed in the resolu-
sions are to truly protect our economic security and promote the gen-
Ending that spiral must be our overriding concern if our fiscal deci-
sions are to truly protect our economic security and promote the gen-
eral welfare.

In that light, we support the budget resolution and encourage all
our colleagues to join in passing and implementing it.



ADDITIONAL VIEW OF HON. JIM MATTOX

For the first time in the three years that I have served on the Budget
Committee, I am able to support enthusiastically its recommendations.
The reason I have supported budget resolutions in the past has been
solely because I believed that the budget process was the key to a re-
turn to sound fiscal policy. Without the budget process, I believe Con-
gress over the past few years would have gone its merry way-never
addressing the fundamental question of fiscal responsibility and re-
straint. I must admit that on many occasions in the past the prospects
were dim and the future bleak. In my opinion, we now have had
the courage to embark on what everyone admits is a most difficult road
to follow.

If we had unlimited resources, there would be no need for a budget
and no need to plan for the future. We do not have an unlimited
resource capability. We spend over $90 billion a year in this country
for foreign oil. The high inflation rate has dug deeply into the pockets
of every American. Our elderly and poor are the ones who are most
hurt because they live on fixed or limited incomes. We must take the
appropriate steps to curb inflation.

A balanced budget based upon restraint in Federal spending con-
stitutes a clear signal to the American people and indeed the entire
world that the Congress is willing and capable of exercising the self-
discipline necessary to reverse the inflationary trends. I am pleased
by the Committee's action and its basic thrust bcause I believe them
to be the most appropriate ones. It is a matter of public record that
many of the recommendations contained in this resolution were intro-
duced at one time or another by me and several of my other colleagues
on the Budget Committee.

For the past three years I have strongly advocated spending re-
straint. Last year I introduced amendments that would reduce the ex-
cessive increases in spending for public service jobs, targeted fiscal
assistance, Law Enforcement Assistance Administration, UDAG, and
community block grants. In one form or another, the Committee has
adopted every one of those amendments. Last year, for example, I pro-
posed an amendment that was euphemistically called the "no new
starts" amendment. The purpose of that amendment was to prevent
the initiation of any new program without first finding the money out
of existing programs. The Committee has adopted this recommenda-
tion as well.

On the revenue side, for the two years I have advocated a social
security tax reduction and an accelerated depreciation allowance. Both
of these tax reductions are highly targeted toward increasing produc-
tivity and decreasing inflationary pressure through the reduction of
the cost of doing business. The Committee has now accepted these
recommendations.

This budget is based upon restraint in spending; that is its funda-
mental purpose. Every attempt has been made to protect the indigent,
the elderly, and the handicapped. This is still a large budget, but it is a
balanced and responsible budget. Therefore, I am pleased to support
this resolution because what had once been a few voices in the wilder-
ness have now become a two to one majority of the Committee.



ADDITIONAL VIEWS OF HON. LEON E. PANETTA

This resolution, as reported by the Committee, marks an historic
moment in the history of the budget process in the Congress. It is the
first time that we have had a balanced budget and a bi-partisan budget
in the history of the new budget process under which we operate.

Like any other worthwhile achievement, this one has not come
without a struggle-a lengthy and a difficult one. The Committee
faced constant dilemmas in choosing the areas to preserve and the
areas to cut back. Each of these programs has a constituency that
perceives them as effective and this made our work all the more
arduous.

This time, though, there were a number of important factors at
work. First, many members of the Committee were exceptionally well
prepared for the mark-up and thoroughly acquainted with all the
key budgetary issues because they had spent weeks together in various
working and study groups, looking at areas for reduction. They were
ready to propose amendments and ask tough questions. Second, the
weeks of consultation with the House and Senate leadership and the
administration, in which many committee members participated,
helped prepare for the mark-up. Most of the key cuts were already
identified, and unrealistic or unachievable proposed cuts were elimi-
nated, leaving a workable, solid list. Third, the Chairman worked
closely with all members of the Committee before mark-up, develop-
ing consensus where possible, and recommended a balanced budget,
thus directing the thrust of the Committee's consideration.

The outcome of all this was a balanced budget, with a productivity
tax cut, that is as fair and even-handed as any tight budget can be.
The Committee held down defense spending, despite extravagant
requests for substantial add-ons. It imposed across-the-board man-
agement savings on all civilian agencies of 2 percent, as well as major
efficiency savings in the Defense Department. Discretionary programs
in each function were subject to close examination and in many cases
were cut-back. Almost all new starts were eliminated or reduced.
Spendout rates were often slowed down. Only. after this process was
completed did the Committee look at reform in major programs, as
a cost-savings measure.

However, the Committee did not take on these reforms lightly. It
has recommended about $9.0 billion in saving measures that require
legislative action in this resolution, proposals that cut across the
budget and the committees of the House. Many of these proposals
were originally made in the President's January budget, but a num-
ber of others came from the work of the leadership group and from
individual members of the Budget Committee. Together, these pro-
posals could spell the success or failure of the budget this year.
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In order to insure the success of keeping the budget in balance,
the Committee took another historic step in its mark-up. It recom-
mended that these savings be reconciled. This is historic not only
because it is the first time the House Budget Committee has recom-
mended reconciliation, but because it is the first time reconciliation
has ever been invoked in a first budget resolution.

The Committee took the approach of including reconciliation in
the first resolution because it believes that this method is fairer to
the committees and fairer to the budget process than using recon-
ciliation in the second resolution is. With this approach, committees
can be given more than the 10 days provided in the Budget Act for
second resolution reconciliation to act on proposals. The reported
resolution sets June 15 as the deadline for action, giving committees
substantial leadtime to have hearings, consider alternatives, and re-
port legislation. In addition, it insures that the changes in mandatory
spending law are made sufficiently before the start of the fiscal year
that agencies can issue regulations or make other programmatic
changes to be sure the savings begin on October 1. Under the second
resolution approach, legislation may be enacted days or a few weeks
before the start of the fiscal years, thus undercutting potential savings.
Finally, too, the first resolution approach allows the Budget Com-
mittee time to fully evaluate the legislative actions that have been
taken and incorporate this information into their second resolution
marks. Under the second resolution method, the Committees on the
Budget have no idea at the time of mark-up whether or how recon-
ciliation will finally be implemented and what precise savings figures
will be, leading almost certainly to a third resolution to adjust esti-
mates after action is completed. The approach the Committee took
this year is a far more responsible one.

There is no question that not everyone will be happy about every-
thing in this budget. Committees have historically opposed recon-
ciliation; individual members may oppose some of the cuts in the
budget. Others may feel that certain programs deserved to be cut
further. Short of saying yes to every group, which would putr us
massively in deficit, the Budget Committee had to make some hard
choices and give less or say no to some.

In the end, though, the purpose of this painful process is to help
everyone, not just some. The purpose is to balance the budget and
send the Nation a signal that the Congress, at least, is ready to
tighten its belt and get on with the difficult process of regaining
control over runaway inflation. While econometricians may argue
about the impact of a balanced budget on inflation, the fact is that
they do not take into consideration the impact a balanced budgetwill
have in restoring confidence in the American people that Congress
can act. People today simply do not believe that Congress or the
Administration has the will or strength to do what is necessary to
fight inflation. Everyone has his own villain for why we have in-
flation and his own special magic solution for how to control it. But
unless we in the Congress in the very least provide a balanced budget,
there is no way we can credibly begin to consider other strategies.
For this reason, I implore my colleagues to put aside their philosoplii
cal and partisan differences, recognize the benefits to all Americans
of a reduced inflation rate, and support the reported resolution.



ADDITIONAL VIEWS OF HON. ELDON RUDD

At this time of soaring 18 percent inflation, which pushes wage-
earners into higher tax brackets while reducing their purchasing
power, it is difficult to conceive of a worse time for Congress to con-
sider a $611.8 billion Federal budget, bringing with it $48 billion
in higher spending and $80 billion to $100 billion in higher taxes for
our people.

It is a fictitiously balanced budget at ever-higher levels, rather
than a budget which cuts spending and reduces the Federal Govern-
ment bureaucracy below current levels as it should.

It is a budget of ever-higher taxes, increasing Federal tax reve-
nues $88.5 billion over the estimated 1980 level, and $147.8 billion over
the level of taxation in fiscal year 1979.

Let us not be deceived by rhetoric which tells us that this budget
resolution has cut Federal programs on the backs of the poor.

The truth is that this budget has been balanced through higher
taxes on the backs of working people, in order to perpetuate higher
spending for Federal social welfare programs.

With few exceptions, domestic Federal programs, including all
social welfare programs, have been increased above current levels
under this resolution.

In fact, the Committee refused to accept numerous very responsible
amendments to achieve billions of dollars of cost reductions through
needed reforms in the $10 billion food stamp program, which is grow-
ing at an alarming rate.

In most cases, cuts made in this fiscal year 1981 budget were only
slight reductions in generous increases in the President's January
budget request. There are still very generous overall increases even
after the small revisions in a relatively few programs, as the figures
themselves adequately show.

The result is that the 25-year record of increasing Federal Govern-
ment spending and taxation is unbroken by this budget.

The gigantic maze of Federal agencies whose regulations have re-
quired nearly 700,000 pages to print, and which add more than $121
billion a year to consumer prices, will operate with larger budgets and
more than 5,000 additional personnel over current levels under this
resolution.

This budget is more of the same unwarranted high spending, high
taxation, and Big Brother government interference in our everyday
lives and private businesses.
The Need for Food Stamp Reform and Reduction

I was personally disappointed by the lack of any positive response
by the Committee to the amendments which were offered to reform
over-lenient eligibility requirements for food stamps, to set a ceiling
on gross income and personal assets for participation, and to help
eliminate fraud, waste, and abuse in the food stamp program.
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The only effort to achieve legislative savings in this $10 billion pro-

gram was a reduction of $400 million to accommodate annual instead
of twice-a-year indexing of the food stamp allotment and standard
deduction.

It is unbelievable that this program now has 20.2 million partici-
pants-one in every 10 Americans.

Does anyone really believe that one out of every 10 Americans can-
not provide their own minimum nutritional requirements without tax-

payers paying their food bills?
We cannot accept this premise, which is the position taken by those

who will not support responsible, needed reforms in order to bring
about significant cost reductions and limits on participation in the
food stamp and other Federal social welfare programs.

The House of Representatives and Senate must certainly have the
opportunity, through this budget resolution and specific legislation, to
vote on proposed cost reductions in food stamp and other welfare pro-
grams, with a view to sharply reducing the number of participants so
that only the truly needy and deserving are able to receive benefits.

Ever-increasing costs in these and other Federal programs can and
must be significantly reduced, in order to break the back of spiralling
taxes which threaten to make productive citizens economic slaves of
the growing recipient class.

Following is a listing of legislative savings in the food stamp pro-
gram, which I proposed during mark-up of the fiscal year 1981 budget
resolution, but which were rejected by the Committee.

These legislative savings could all be accommodated through amend-
mets to S. 1309, which has been reported by the House Agriculture
Committee for action by the full House to amend the Food Stamp Act
of 1977.

Savings as a result of these reforms would total $4.476 billion in the
FY 1981 budget:

FOOD STAMP PROGRAM LEGISLATIVE SAVINGS

[in millions)

Amount of savings

Budget
authority Outlay

1. Restore purchase requirement eliminated in 1977 --------------------- $800 $800
2. Eligibility revisions ----------------------------------------------- 700 700

(a) Limit eligibility to those with gross income at the poverty line,
plus a 15 percent allowance for work-related activities -------

(b) Establish purchase requirements at percentage of gross income
expended for food by average household of same size and
income range, with regional variations as established by the
most recent Bureau of Labor Statistics Consumer Expenditure
Survey, or 30 percent, whichever is less___

(c) Use the Thrifty Diet Plan, with family size, age, and sex of
family members taken into account

3. Assets test: Use the assets initially established for Supplemental Security
Income (SSI), with a $1,200 limit on a motor vehicle; a $15,000 limit
on property used in a trade or business essential to self-support of a
household; an overall limit on liquid and non-liquid resources (with
the above exceptions) of $1,500 for the household, or $2,250 for house-
holds of two or more persons with a member or members age 65 or over-- 522 522



275

FOOD STAMP PROGRAM LEGISLATIVE SAVINGS-Continued

[In millions]

Amount of savings

Budget
authority Outlay

4. Fraud control: Mandate a photo-identification card, counter-signed war.
rants, a national application crosschecked, and an earnings clearance
system . . . . .

5. Count as income for eligibility determination:
(a) Income tax rebates .. .
(b) Federal energy assistance -------------------------
(c) Any in-kind income which provides food assistance ----------

6. Income exclusions: Eliminate student loans and grants (all of which "can-
not reasonably and properly be computed') and housing subsidies as
exclusions from income .. . . . .. . . . .

7. Work registration:
(a) Restore to age 6 (not age 12) the age of a child which exempts an

individual from work registration ---------------------------
(b) Strengthen the work registration requirement by permitting

States to establish community work experience programs as a
condition of eligibility -------------------------- ---------

8. Overlap: Eliminate overlap of food stamps with the school lunch program-
9. Expense deductions:

(a) Retain $90 per month child care deduction. (No increase as
proposed by House Agriculture Committee amendment to
S . 13 0 9 ) -----------------------------------------------

(b) Retain $35 per month medical expense deductible. (No decrease
to $10 deductible as proposed by House Agriculture Com-
mittee amendment to S. 1309)__

10. Standard deduction: Reduce standard deduction from $75 to $50 --------
1I. Error rate: Correct with 12 percent error rate estimated by GAO in the

food stam p program ---------------------------------------------
12. Eliminate from eligibility:

(a) Strikers---
(b) College students .......

-$138

-29
-300
-174

-$138

-29
-300
-174

-38 -38

-20 -20

-14 -14
-630 -630

52 52

18 18
II II

Total savings ------------------------------------- 4,576 4,476

Reform and Cost Reductions in Aid for Families With Dependent
Children (AFDC)

Had the Committee shown any positive response to responsible pro-
posals for cost reductions in Federal social welfare programs, I would
also have offered the following amendments to achieve legislative sav-
ings through reform of eligibility requirements and other aspects of
the Aid for Families with Dependent Children (AFDC) program.

Savings as a result of these reforms would total $1.965 billion in
fiscal year 1981 Federal budget, and would also result in an additional
$1.965 billion savings for State governments:

59-969 0 - 80 - 18



AID FOR FAMILIES WITH DEPENDENT CHILDREN (AFDC)
LEGISLATIVE SAVINGS

[In millions]

Amount of savings

Budget
authority Outlays

1. Recipient with income:
(a) Limit gross eligibility to 150 percent of the needs standard -----
(b) Implement Senate Finance Committee's recommended revision

in earnings disregard formula -
(c) Deduct work-related expenses before earnings exemptions --------
(d) Require eligibility to be redetermined without benefit of earnings

exemptions for (1) any individual who has earned income in 4 or
more consecutive months, and (2) any applicant or reapplicant_

(e) Include a standard work-related expense provision .......-.--
(f) Implement Senate Finance Committee's recommendation on

unreported earnings -- ---
(g) Institute 30-day retrospective accounting and monthly income

reporting ----- - - -
2. Improper beneficiaries:

(a) Exclude strikers from eligibility - - -- --
(b) Require use of standardized photo-identification card
(c) Define "child" as individual below the age of 18 .....
(d) Provide 50 percent Federal matching for local law enforcement

fraud control costs - -
(e) Implement Senate Finance Committee's recommendations for

improved program management (quality control) initiatives...
(f) Require 3-year residency for aliens prior to eligibility, and require

every alien admitted for permanent residence to have sponsor
who will contract to support him for 3 years, or to have other
m eans of support ..............................- . -------

3. Resource utilization:
(a) Allow adjustment of overpayments from the grant...........
(b) Define available income to include any for which the individual

has to file a claim, and shared housing and utilities -----------
4. Family responsibility:

Require support by nonneedy person living with welfare family in
amount it would cost him to support himself ....

Require cross-check with Federal and State income tax agencies to
determine if nonneedy person living with welfare family has claimed
any members of such family as dependents.

5. Work requirements:
(a) Implement Senate Finance Committee recommendations con-

cerning community work and training -----------------------
(b) Standardize sanctions against able-bodied employable recipients

who voluntarily leave employment, or who refuse to look for or
accept employment --------------------------------------

(c) Implement Senate Finance Committee recommendations for work
incentive program modification ..----

-$35 -$35

-92 -92
-74 -74

-670 670

-29 29

-14 14

-60 60

Total savings --------------------------------------- -1,965 1,965

National Defense
In light of the President's solemn commitment to maintain real

growth in defense spending, while meeting current force objectives,
there is no way that Congress can justify a cut in defense spending
below the President's January budget request.

In fact, the President's own request was an estimated $7 billion
below required funding in order to -meet current force objectives with
no new or expanded programs.
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The proposed amounts under this resolution of $160.8 billion in
budget authority and $147.9 billion in outlays are $2 billion below the
President's budget re-estimate in budget authority, and a cut of $1.4
billion in outlays below the re-estimate.

The re-estimates of the President's budget were done by Congres-
sional budget staff, since no one yet knows what the President's own
re-estimates are.

I believe that Congress should add $12.6 billion in budget authority
and $8.8 billion in outlays to the National Defense function. Such an
increase is entirely reasonable and absolutely necessary in order to
maintain the President's solemn commitment to increase our world-
wide military capabilities by providing 5.6 percent real growth in
fiscal year 1981 defense expenditures.

The summary below spells out the need for this increase in terms of
both underfunding of current operations and needed program im-
provements:

NATIONAL DEFENSE

Additional funding required to maintain 5.6 percent real growth in
defense spending while meeting current force objectives in a realistic
manner-

Budget
authority Outlays

I. Correct underfunding for current operations:
a. Fuel price increases
b. Maintenance of current naval operations
c. Meeting higher than expected inflation in procurement--
d. Excessive pay absorption .......
e. Personnel compensation improvements -----------------

Subtotal: Funds required to maintain President's
commitment to 5.6 percent real growth with no new
programs .......

2. Program improvements:
a. Strategic forces -------------------
b. N aval forces ----------------------------------------
c. Aircraft procurem ent ---------------------------------
d. T heater facilities -----------------------------------
e. War reserve material ---------------------------
f. Operations and maintenance ----------.-.------------

Subtotal: Funds required to meet current force ob-
jectives ----------------------------------------

Totol: Required additional funds to maintain 5.6 per-
cent real growth while meeting force objectives in a
realistic manner --------------------------------

+$4, 500 +$4, 500
+250 +250

+1,500 +1,500
+600 +600
+200 +200

+7,050 +7,050

+250 +100
+1,500 +500
+2,500 +500

+250 +125
+500 +250
+600 +300

+5,600 +1,775

+12,650 +8,825

Underfunding of Current Operations
FueA Prices-In the area of underfunding, former Defense Comp-

trollex Fred Wacker told the Committee this year before he left office
that fuel price increases will drain an additional $4.5 billion from the
Operations and Maintenance account.
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At present, the Department of Defense is charging Unified Com-
manders a price which will drain $3.4 billion beyond what was planned
for FY 1980 out of the O&M account.

Naval Operations.-The Navy has stated that it will need $250 mil-
lion in additional funds in order to send two carrier task forces to the
Persian 'Gulf, to carry out the President's stated objectives in that
region.

The funds for these two carrier task forces are not in the fiscal year
1981 budget.

Higher Inflation.-The Congressional Budget Office has estimated
that inflation is 2 percent higher than its previous inflation estimate.
That inflation increase is assumed for military procurement. This
means that an additional $1.5 billion is needed to keep procurement
at its current pace, using a 10.9 percent rather than 8.8 percent infla-
tion rate in line with the OBO re-estimate.

Pay Absorption.-The Committee's "Recommendations for the
First Concurrent Resolution on the fiscal year 1981 Budget" (March
19, 1980) states that the military's historical pay absorption rate has
been 20 percent. The President has included the equivalent of 40 per-
cent absorption of the cost of the pay raise in his fiscal year budget,-
twice the historical amount.

This cuts back on real gTowth. The defense budget should include
an additional $600 million to reflect the historical 20 percent pay ab-
sorption rate.

Personnel Pay.-The 'Committee's proposed defense budget adds
$500 million to the President's request for the Nunn-Warner military
pay improvement amendment for pilots, submariners, and other criti-
cal military personnel.

The Budget Committee's staff's earlier stated estimate was $700
million to accommodate the Nunn-Warner amendment in fiscal year
1981. I 'believe this to be a more accurate estimate, requiring the addi-
tion of $200 million in order to provide this incentive pay increase
for special skill military personnel.

They are all necessary increases just to maintain the President's
commitment to real growth with no new or expanded programs to
meet current force objectives.
Needed Program Improvements

In order to meet current force objectives in a realistic manner, pro-
gram improvements are needed in at least six .major areas, requiring
an additional $5.6 billion in budget authority and $1.7 billion in out-
lays in fiscal year 1981.

Strategic Forces.-A-n additional $250 million in budget authority
and $100 million in outlays is needed for strategic forces. This will
bring strategic forces to the level cited by the Joint Chiefs of Staff
in their program submission to the; Secretary of Defense, in order
to implement the President's requested program.

Naval Forces.-If we are to maintain the President's stated com-
mitment to prevent Soviet domination of the Indian Ocean and Per-
sian Gulf region, the fiscal year 1981 budget needs an additional $1.5
billion in budget authority and $500 million in outlays for long-lead
funding for a separate task force for this region.



There are no added funds in the President's fiscal year 1981 budget
to conduct naval operations in the Indian Ocean and Persian Gulf,
as recently announced.

Responsible sources indicate it would be ideal to have a separate
Naval task force for this purpose, which would take five years to
build. Pending this, current U.S. forces, which the Administration
has acknowledged are already insufficient, will have to carry out the
President's objectives.

Aircraft Procurement.-The President's 1981 budget plan sub-
mitted in January, 1979 called for procurement of 639 military air-
craft. However, the President's fiscal year 1981 budget has reduced
that number by 173 aircraft (a 27 percent cut), bringing his aircraft
procurement program 144 aircraft (24 percent) lower than the current
1980 program as approved by Congress.

Aircraft procurement is one of the most critical deficiencies of our
current defense program. This is no time to impose further substantial
decline in this area.

The Congressional Budget Office analysis of the fiscal year 1981
budget reports that the President's request for aircraft procurement
reflects a real dollar decline of $878 million (10.3 percent), compared
to the fiscal year 1980 approved program, and a real dollar decline
of $296 million (3.7 percent), compared to the 1981 plan presented
last year with the 1980 budget. The difference in percentage decline
of numbers of aircraft, compared to real dollars, is partly attributed
to higher unit prices brought on by a lower level of production over
the years.

It makes little sense for our Nation to be purchasing less and less
combat aircraft-especially since replacement is not keeping pace with
the number of aircraft going out of service-at a time when improving
and strengthening our overall defense capabilities is being given such
great priority.

An addition of $2.5 billion in budget authority and $500 million
in outlays would restore aircraft procurement to the level of 639 air-
craft requested by the President in his original 1981 plan, submitted
to Congress 14 months ago.

Theater Facilities.-U.S. theater facilities are in great need of' ex-
pansion and modernization, particularly at Diego Garcia, Oman, and
elsewhere. An additional $250 million in budget authority and $125
million in outlays is needed for this purpose.

War Reserve Material.-The Navy has told us that it alone has a 35
percent deficiency in war reserve material-munitions. The fiscal year
1981 defense budget needs an additional $500 million in budget author-
ity and $250 million in outlays to start correcting this deficiency. This
amount is only a very small portion of the real need, but it is a vitally
needed 'addition to build munitions reserves.

Operations and Maintenance.-Presently there is a serious backlog
of needed aircraft and ship overhauls that must be caught up. An addi-
tional $600 million in budget authority and $300 million in outlays in
the O&M account is needed for this purpose.

The backlog of overhauls has recently been increased, because they
are being deferred even further so that the current Persian Gulf op-
erations can be funded out of the O&M account.
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Again, these are vitally needed funds to repair and modernize ships
and aircraft, which are useless to our defense forces in their current
state.

The needed additional fiscal year 1981 defense funds outlined here
comprise a reasonable, urgent amount in order to start addressing some
of our serious military deficiencies. The credibility of our commitment
to strengthened U.S. military capabilities rests upon our willingness to
back up that commitment with necessary funds.

ELDON RuDD.



ADDITIONAL VIEWS OF HON. LOUIS STOKES AND
HON. WILLIAM H. GRAY, III

The Budget Committee, together with the Administration, are en-
trusted with the important task of setting National priorities, as they
relate to the needs of all Americans. The First Concurrent Budget
Resolution for Fiscal Year 1981 represents a totally unresponsive,
callous, and insensitive approach towards providing for the needs of
our Nation's cities and citizens.

In an effort to bring the Fiscal Year 1981 Federal Budget in balance
and thereby reduce inflation, the House BUdget Committee cut over
$17 billion from the President's January budget. Collectively, these
reductions will have the effect of rendering those Federal domestic
programs aimed at ameliorating the plight of our Nation's poor and
disadvantaged, inadequate and ineffective.

During the hearings which were held in preparation for this
Budget resolution, economist after economist testified that a balanced
Federal budget would have little or no impact on reducing the rate
of inflation, which is presently 20 percent. These same economists have
predicted unemployment rates between 7.5 percent and 8.2 percent,
with little or very modest growth in productivity for fiscal year 1981.
These projections were based on the President's January request,
which included a $16.8 billion deficit, and do not take into considera-
tion the adverse impact of a balanced budget on unemployment and
the subsequent lag in productivity. Yet, a majority of the Budget
Committee members 'have chosen to ignore the grim economic realities
in lieu of the short-term political solution, a balanced budget.

We are now faced with a budget and a fiscal policy that is based on
the notion that we can slow growth and the economy by curbing Fed-
eral spending and by edging on economic recession. Yet, a balanced
budget will do little to restrain rising oil prices and housing costs,
which combined act as the major cause of acceleration in the rate of
inflation. Nor will a balanced budget improve our Nation's produc-
tivity, which has been relatively stagnant and is projected to decline
in 1980. Thus, the long awaited recession that was predicted for 1979
will come to fruition in 1980. The fact is that the poor and the struc-
turally unemployed of our Nation have never really recouped from the
recession of 1974-1975. For them, a recession has been a reality for
the past five years.

We too, recognize the need for fiscal restraint and responsibility on
the part of the Congress. But, if the price of fiscal restraint in 1981
means that we have a budget that is balanced in the backs of the poor,
the unemployed and the socially disadvantaged, it is a price that is too
high to pay.

Personally, we are appalled and shocked at the trade-off that has
been made this year between defense and social programs by the
Budget Committee to balance the budget. The Committee's Budget

(281)



282

Resolution for Fiscal Year 1981 recommends budget authority of
$694.6 billion, outlays of $611.8 billion, revenues of $613.8 billion and
a surplus of approximately $2.0 billion. Only $30.7 billion or 5 percent
of total budget outlays has been allocated for the function which in-
cludes education, training, employment and social services, while the
health function will receive $61.8 billion or 10 percent of total budget
outlays. Yet spending for defense represents $147.9 billion or 24
percent of the total budget outlays allocated for fiscal year 1981. What
justification is there for massive spending increases for antiquated
nuclear weapon systems, costing billions of dollars, when, it is far
from clear that our national defense system is inadequate? Conversely,
the need for the federal government to subsidize and provide jobs for
the disadvantaged is very clear. For example, recent statistics indicate
that unemployment among black males is over 9 percent and among
black teenagers is nearly 35 percent. Yet, the Budget Committee re-
duced those resources targeted to these structurally unemployed mem-
bers of the labor force and recommended deferral of the Administra-
tion's new youth employment initiative. How are we to fundamentally
improve our long-term productivity and reduce inflation through such
distorted priorities?

Most distressing to us as Democratic members of the Budget Com-
mittee is that many of our Democratic colleagues have seemingly aban-
doned the programs and causes that have been the heart and foundation
of our party's philosophies. During the deliberations of the Budget
Committee and of the Democratic leadership, massive reductions in
these programs were agreed to with little or no regard to the party's
commitments to our Nation's poor and disadvantaged who, if we may
add, have traditionally supported the Democratic Party through the
years. We see no rationale nor symbolism in providing a budget sur-
plus of $5.5 billion, while we as a Democratic Party have not lived up
to our promises and commitments to reduce unemployment, to improve
health care for our senior citizens, to provide standard housing for all
Americans and to provide greater economic parity for our Nation's
poor and disadvantaged.

We would hope that this Budget Resolution is not an indication of
what American citizens are to expect from the Democratic Party in the
next decade. If so, more than symbolism is involved here. What is
involved here is the abandonment of this Nation's cities, and its minor-
ities, poor and disadvantaged.

Louis STOKES.

WILLIAM H. GRAY III.



DISSENTING VIEWS OF HON. STEPHEN J. SOLARZ

The resolution reported by the House Budget Committee is the first
budget resolution I have opposed since the adoption of the budget
process. Even though I had hoped to continue my consistent support
of the budget resolution, I found that I could not support a resolution
which neglects the needs of the cities and the poor and places a dispro-
portionate share of the burden of fighting inflation on those who can
bear it the least.

It is with a spirit of compromise that I approached this year's
budget resolution. Given an inflation rate of nearly twenty percent, I
recognize that the elimination of the deficit is a political precondition
for the implementation of a broad anti-inflationary policy. I, like many
of my colleagues, am committed to a balanced budget for the next
fiscal year. However, I cannot support a budget which is balanced on
the backs of the cities and the poor and which refuses to exact the same
amount of sacrifice from those more privileged, and demands hardly
any sacrifice at all from oil companies receiving record profits.

There should be no doubt as to how the Budget Committee eliminated
the projected deficit from the FY 1981 budget. The sizeable surplus
in the budget resolution was achieved by massive cuts in needed social
programs. Altogether the budget resolution reflects a $22 billion cut
in spending from last year's levels. The President's budget included
$5.5 billion in reductions and the Committee initiated $16.5 billion of
its own cuts.

The largest of the cuts comes in the area of fiscal assistance to the
state and local governments. A cut of $2.3 billion was achieved with
the elimination of the state share of revenue sharing and a $1 billion
reduction occurred with the elimination of the countercyclical aid
program. The elimination of these programs amounted to a forty
percent cut in general cash aid to states and localities.

With many municipalities suffering serious financial problems, it
was recognized that this huge cut in aid would result in severe hard-
ships for a good number of cities. The Administration recognized this
problem and an amendment was offered to set aside $500 million in
funds to be targeted for distressed areas. Even though, given the mag-
nitude of the problem, I believed that sum of money was insufficient,
I supported the amndment. Despite the fact the budget surplus was
ten times the amount in the amendment, the motion to add the money
was defeated with a phalanx of Republican votes.

It is ironic that as part of an anti-inflationary policy the Budget
Committee has chosen to cut deeply into programs that provide fiscal
assistance to state and local governments when the loss of this aid
will undoubtedly lead to higher prices. The elimination of the state
portion of revenue sharing and of the countercyclical programs will
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not only mean sharp reductions in aid to state and local governments,

it will also mean increases in state and local taxes. Since states and

localities are disproportionately funded by sales taxes, the loss of the

state portion of revenue sharing and the countercyclical aid program

will lead to increases in such taxes. Sales taxes are included in the con-

sumer price index, and the rise in these taxes will soon reflect itself

in an increased inflation rate. There is, therefore, no doubt in my mind

that the increase in the CPI caused by these increased sales taxes

will exceed any positive effects on inflation that a $3.3 billion cut in

federal spending may have.
Aid to states and cities was not the only program area cut by the

Committee. Additional substantial and severe cuts were made in other

areas. Funding for a welfare reform program which establishes a

minimum benefit of 65 percent of the poverty level for all families

and provides some fiscal relief to states and localities was postponed

again. As a result, for at least another year, a destitute family of four

in Mississippi will have to continue to try to survive on $1,500 a year,
and my own city of New York will have to carry a disproportionate
share of welfare costs.

In addition to these cuts, the Committee included the following

reductions in its resolution:
A reduction of $450 million in youth employment programs;
A reduction of 50,000 public service jobs, even though the

budget resolution anticipates a recession and a rise of over a mil-

lion in the number of unemployed;
A reduction from current levels of $800 million for food stamps

and child nutrition;
A reduction of $200 million in low-income energy assistance

program which helps poor people cope with the rising cost of
energy;

A reduction of $400 million by delaying the implementation of
the Child Health Assurance program which extends medicaid
to all children below the poverty level.

None of these painful cuts, which will drastically affect the cities
and the poor, had to be made to balance the budget. The budget re-
ported by the House Budget Committee contains a $2 billion surplus.
This surplus is achieved without recommending any reforms in the
unwarranted tax breaks that are given to the oil industry. Neither
the oil depletion allowance nor the expensing of oil and gas intangible
drilling costs have been touched by this resolution, even though these
tax loopholes give oil companies a windfall of $5.2 billion this year at
a time when their annual profits have nearly doubled. Given the al-
ready large surplus in the budget and the additional potential rev-
enues that can be achieved by reforming the tax laws regarding oil
companies, it is clear that we can restore all the cuts that I have listed
and still have a balanced budget.

Why then did the Budget Committee reject an amendment I
offered which would have restored these cuts and closed some of the



oil companies' loopholes? The reason, I believe, is simple. The Con-
gress'is reacting reflexively and unthinkingly to the problem of in-
flation because it really has no idea what has caused the problem or
how to solve it. It is clear that we can restore all the cuts that I have
listed and still have a balanced budget.

When I offered an amendment to restore most of these cuts and to
include oil company tax reforms in the resolution, that amendment
was rejected even though it left the budget with a sizeable surplus.
Those who voted against my amendment gave two reasons for their
opposition. First they said that the Ways and Means Committee was
opposed to tinkering with the tax laws affecting oil companies, and
it was unrealistic to include revenues from such reforms in the resolu-
tion. Second, they argued that the budget had to be balanced by ex-
penditure cuts and not by revenue increases.

I reject both these arguments. The House, Budget Committee in its
resolution is proposing that a binding reconciliation procedure be
adopted which will force individual committees to follow the instruc-
tions contained in the resolution. Under such a procedure, it is just
as realistic to expect the Ways and Means Committee to report out
a bill closing some oil company loopholes as it is to expect the Edu-
cation and Labor Committee to report out a bill cutting the school
lunch program or the Post Office and Civil Service Commnittee to
report out a bill which reduces the cost-of-living adjustment for
federal retirees.

As for the issue of whether the budget should be balanced by
cutting spending or increasing revenues, that question was never
really in doubt. The amendment that I offered would still have left
the budget with more expenditure cuts than revenue increases. It
would, however, have substantially changed the balancing formula
reflected in the budget resolution which relied almost exclusively on
expenditure cuts.

In terms of economics and the effect on inflation, there is no dif-
ference between a budget balanced almost exclusively by cuts and 'a
budget balanced by a more even distribution of expenditure reduc-
tions and revenue increases. However, in terms of equity and the
effect on the cities and the poor, how one balances the budget makes
all the difference in the world. That is why I will be offering an
amendment to the budget resolution which will restore some of the
cuts made by the Committee but which will still leave the budget in
surplus. That amendment will be similar to the "Human Needs, Tax
Equity and Balanced Budget" which I offered in the Committee and
which is attached to these views.

The adoption of such an amendment will leave the budget in sur-
plus and do nothing to undermine the battle against inflation. The
adoption of such an amendment will, however, go a long way toward
requiring equal sacrifice in that battle.
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HUMAN NEEDS TAX EQUITY AND BALANCED BUDGET AMENDMENT

I. SPENDING CHANGES

Add the following to the respective functions:

Budget
authority Outlay

1. Function 270-Energy: Conservation grants to hospitals and
schools: Restore to President's level 200 100

2. Function 370-Commerce and housing credit: Post office: Res-
toration of 50 percent of chairman's cut .... 400 400

3. Function 400-Transportation: mass transit operating assist.
ance: Increase to authorization levels ..... 95 95

4. Function 450-Community and regional development: Com-
munity development block grants: Restore to President's level 160 80

5. Function 500-Education, training, employment and social
services: CETA title VI: Restore to President's level ------ 500 500

6. President's Youth Initiative: Restore to President's level 150
7. Young Adult Conservation Corps: Restore to President's level -_ _300 200
8. Impact and handicapped aid: To be divided among the programs. 500 300
9. Function 550-Health: Child health assurance program: Re-

store the program --------------------------------------- 400 400
10. Function 600-Income security: Food stamps: Assume I-a-year

COLA, but nothing else- ---------------------------------- 200 200
II. Welfare program: Restore the program ------------------------ 850 850
12. Low-income energy assistance: Restore to President's level ------ 200 200
13. Child nutrition: Restore President's proposed cut, but move to

annual COLA in reimbursement to States ------------------ 300 300
14. Function 850-General purpose fiscal assistance: Targeted fis-

cal assistance ------------------------------------------- 700 700

Total ---------------------------------------------- 4,800 4,475

II. REVENUE CHANGES

1. Change goal for tax reform proposals $3.5 billion to $8.0 billion by
adding to the list of tax reform proposals the following:
Repeal of percentage depletion allowance for oil and gas -------------------------------- +1.8
Repeal of expensing of oil and gas intangible drilling costs +2.6
Limit interest deduction on personal loans to home mortgages, auto loans, home improve-

ment loans and education loans -------------------------------------------------- +2.0

2. Eliminate the following from the tax reform list:
Repeal interest deduction attributable to credit cards - - - - - --------------------- +0.5



DISSENTING VIEWS OF HON. ELIZABETH HOLTZMAN

Although I support the Committee's determination to balance the
fiscal year 1981 Federal budget, I cannot support the First Concurrent
Resolution on the Budget as reported because I believe that it is a pro-
foundly inequitable document and does not adequately address many
of the most significant problems our society confronts, including the
need to reduce our dependence on foreign oil.

The cuts called for in this Resolution are concentrated in social pro-
grams. Of the $16.5 billion in cuts most are in areas such as health, em-
ployment, income security and environmental protection. As a conse-
quence, the real sacrifices inherent in balancing the budget are not
equitably distributed among all income groups. Similarly, the cuts are
also not equitable from a geographic point of view. The spending re-
ductions endorsed by this Resolution will hurt financially troubled
cities, the Northeast and other areas of the country that have the
greatest need for programs that assist those who are dependent upon
Federal support. New York State will lose at least one-half billion
dollars in Federal aid under this Resolution; New York City could
lose approximately $200 million.

Secondly, the principal justification for balancing the budget is that
it will help our efforts as a society to control and then reduce inflation.
As the President and others have noted, however, balancing the budget
without a significant reduction in our dependence on foreign oil im-
ports will have a marginal impact on inflation. Since it is supposedly
an "ant-inflation" budget, it seems inconsistent to me that this Resolu-
tion calls for a reduction of approximately $700 million in energy con-
servation and low-income energy assistance activities. Similarly, the
Resolution does not provide for full funding for mass transit.

Finally, I feel that the Resolution shows that the hard questions
about waste in the military budget remain unasked. A thorough eval-
uation is as valid and as useful a procedure for military programs as
it is for domestic programs. I am disturbed, for example, that $600
million in Pentagon movie-making activities, in civilian (not military)
travel, and in other questionable items, remain untouched. A closer
analysis of the military budget is not only possible but could reveal
other areas where real cost savings can be achieved without jeopardiz-
ing the safety of this country and its citizens. Without such scrutiny,
we will lose twice because not only will the needs of the elderly, chil-
dren, the unemployed and our cities be left unattended, but our mili-
tary expenditures will not be used to best effect, and will not provide
this country with the capacity for defense that we have every rightto expect.

ELIZABETH 
HOLTZMAN.
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DISSENTING AND SUPPLEMENTAL VIEWS OF
HON. PAUL SIMON

The work of this committee to develop a budget that responsibly and
effectively controls federal spending has been more strenuous this year
than at any time in the history of the Congress. The House Budget
Committee, as the first deliberative body to assess and evaluate 1981
priorities for spending, program commitments and fiscal policy, has
been given the responsibility for determining the course this Congress
will take as it strives towards a balanced budget. The Budget Com-
mittee has had to move within a sharply constricted time frame that
has required extraordinary efforts from every Member of this Com-
mittee. That effort, individually and collectively, has been exemplary
in pulling together a budget that represents a rational, first step to-
wards the kind of balanced, fiscally responsible document we all seek.
In particular, the leadership exhibited by Chairman Giaimo in steer-
ing this Committee towards this end has, in many instances, repre-
sented his finest hours of leadership.

Other Members have contributed tremendously to this process. Con-
gressmen Leon Panetta and Timothy Wirth have exerted considerable
leadership in assessing the areas in this budget in which cuts could
responsibly be made and legislative savings achieved. The work of
Dr. Alice Rivlin and the Congressional Budget Office has also been
invaluable to every Member of the Committee. And, I compliment
the Members of the minority party who, for the first time, have sup-
ported the budget resolution and are exhibiting a spirit of cooperation
which I hope can be maintained.

With the fine work, long hours, and careful crafting of this, the
first Budget Resolution to be reported in balance in 12 years, it is with

great regret that I find that it is, at this point, a document I cannot
support. Despite the best effort of all Members of this Com-

mittee, and of Chairman Giaimo in particular, there ar areas of slip-page which I feel must be addressed and corrected before this budget

is truly in balance. What this budget now achieves in short-run balance,

itdoes atthe expense of some long-term priorities. The best estimates
of this Committee and the Administration are that unemploymentmay exceed 7.5 percent inflation almost certainly will

continue to increase beyond the 13.8 percent recorded last year. A bal-
anced budget may directly help mitigate some of those effects. Inpurely economic terms, it may bring inflation don a few tenths of

a percent. In terms of political psychology the effect may be somewhat
greater. But, the bottom line of numbers aside, assurances Should beprovided that this government will support those lease able in our
society to bear the effects of rampant inflation and an almost certain
recession. While this document is in balance in terms of numbers, it
is in imbalance in priorities. It requires a disproprtionate shar of
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the burden of reducing inflation to be borne by the poor, the disabled,
the unemployed and the young. It assumes that less of the burden of
providing nourishment, jobs and training must fall on the shoulders
of this government., which has long been dedicated to the protection
of the rights of all members of our society. At a time when national
defense must by all accounts assume a high priority, this budget as-
sumes no scrutiny of defense programs can be made, no matter how
ill-advised, as I believe the MX basing mode research to be. These
are less than wholly responsible judgments which I believe cannot
result in a wholly responsible or responsive budget document.

I have strongly supported moves from virtually every quarter of
this Congress to bring the federal budget into balance. I shall con-
tinue to support such an effort. I firmly believe that can still be accom-
plished and will exert every effort I can to see that the FY 1981 budget
truly achieves the kind of responsible balance we all desire.

PAUL SIMON.



SUPPLEMENTAL VIEWS OF REPRESENTATIVE DELBERT
L. LATTA, JAMES T. BROYHILL, BARBER B. CONABLE,
JR., MARJORIE S. HOLT, RALPH REGULA, BUD SHU-
STER, BILL FRENZEL, ELDON RUDD

Late into the evening on Thursday, March 20, 1980, the Minority
Members of the House Budget Committee voted for the first time to
report out a Concurrent Resolution on the Budget. It is not the least
bit coincidental that also for the very first time, the Budget Commit-
tee reported a balanced budget to the House floor. Let there be no
mistake: we have major disagreements over the manner in which this
budget has been brought into balance and many of the actual details
of the spending program. As they have done consistently in the past,
the Majority relies far too heavily on increased taxes and far too little
on spending restraint in narrowing the deficit. This resolution refuses
to acknowledge that the Defense Department will have to pay $4.5
billion more for fuel than estimated by the President only last Janu-
ary, meaning that other, high priority defense programs will have to
be put aside to keep our planes in the air and our ships at sea. This
Resolution merely postpones for a year many social spending pro-
grams which should be terminated permanently. We plan to address
these issues in a Minority Substitute when the reported resolution
reaches the House floor.

On the other side of the ledger, the Minority was successful in
providing for a tax cut and defeated numerous amendments aimed at
increasing spending. This Resolution addresses, for the first time, the
alarming increase in Federal credit activities, both on and off budget,
and starts in motion efforts which can bring this problem under con-
trol. While we do not agree with the numbers themselves, this Resolu-
tion provides spending estimates for 1982 and 1983 so that implica-
tions on the budget in future years of seemingly modest new programs
can be better appreciated. Lastly, and most important, this Resolution
contains reconciliation instructions to the Committees of the Congress
mandating expenditure reductions in those so-called uncontrollable
aspects of the budget. In short, the Committee has adopted out-right
many positions of the Republican Party, and moved far closer to our
position on many more.

It is no secret that the recent massive conversions to the cause of
fiscal discipline-especially in the White House-were occasioned bythe rapid acceleration in the rate of inflation and interest rates. It is
interesting to note that the inflation rates of January and February
(1980) came as a surprise only to the Carter Administration. After
all, it was only two months ago that Carter sent up his 1981 budget 'containing a deficit he said was $16 billion but most independent ob-
servers set at $25 billion. Inflation at the time this original budget
was designed was in excess of 13 percent, a rate the President didn't
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find troubling enough to dictate a balanced budget. Now that the rate
has leapt up to 18 percent, he has changed his mind once again (or at
least he says he has; two weeks later and we still have only his pledge
to support a balanced budget, no details). The increase in the cost of
living under Carter has gone from 4.8 percent at the time President
Ford left office to a current rate nearly four times as high, and his
recently announced program (inprecise as it is) is Carter's fourth
major anti-inflation initiative.

The current inflation rate speaks to the success of his earlier efforts.
The problem of course, is that all his talk of inflation was not backed
up by action; or, more accurately, his talk was backed up by actions
which were pro-inflationary rather than anti. Until now, he has not
taken the government's overriding responsibility for inflation seri-
ously. He has proposed a long litany of new spending programs (his
1981 budget submitted in January contains new program initiatives
totaling $19 billion in 1981 and $74 billion in 1983). He has attempted
to put the entire burden of inflation on the back of OPEC, even though
of last year's 13.3 percent rate of inflation, only 2 percent could be
traced to higher energy costs. He likewise neglects to explain how in-
dustrial nations such as Japan and Germany can import virtually all
their oil needs (99.8 percent and 96.8 percent respectively) and still
have lower rates of inflation than the United States (for 1979, Japan-
4.2 percent and Germany-5.7 percent rates of inflation). He has con-
tinually tried to pin the blame on virtually every group other than his
Administration. It is the Congress, he says, who have over-spent. It is
the consumer who has gone too deeply into debt, the business who has
raised prices and the working man who has tried to keep his wages
equal to inflation who are to blame for inflation, not the Executive
Branch. So long as he maintains this attitude, the American people
and the international financial community are unlikely to take even
plan No. 4 very seriously.

BACKGROUND

Using some creative bookkeeping techniques and by imposing a stiff
5 percent surcharge on income taxes, Lyndon Johnson produced a bal-
anced Federal budget in 1969. This feat had last been accomplished
during the last year of the Eisenhower Administration nine years be-
fore. In the intervening period-the decade of the 1970's-the Federal
budget was in deficit each and every year. The Federal Government
spent $353 billion more than it took in during this time, and the cost of
living rose by 124 percent. The Federal Government, which spent $184
billion in 1969, will be expending the taxpayers' dollars at a rate of
$567 billion this current fiscal year, and by this year's end, the national
debt will have risen to $833 billion, an increase of $451 billion during
the decade. In spite of this unprecedented rise in sheer size and scope
of the Federal Government, our Nation's security has deteriorated rela-
tive to our enemies to the lowest point in our entire history as a coun-
try. Most critical, our path has not been one of gradual improvement
but rather one of accelerated decline. As we enter the decade of the
1980's, inflation and interest rates have chased each other up to nearly
20 percent, and our defense posture has slipped into imbalance with
the Soviets.
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We do not contend that all the cataclysmic events of the 1 97 0's can
be traced to our lack of a single balanced budget. However, this un-
broken string of budget deficits is symptomatic of our lkck of disci-
pline, our lack of resolve and our lack of courage as a country. These
deficits came from the desire of the Majority Party, which has con-
trolled Congress for 25 straight years, to gratify every wish, desire
and demand of a myriad of special interest groups. As a result, we have
not saved for the future, nor have we devoted sufficient resources to
defending our citizens and our allies against aggression. After watch-
ing the Congress of the United States spend beyond its means year after
year, the American people have begun to emulate the government by
spending more than they too take in, drawing down savings accounts,
selling off investments and going ever deeper into debt in a losing
battle to keep one step ahead of the ravages of inflation. Our problems
have pyramided to the point where even the President and the big
spenders in Congress who have presided over and acquiesced in their
development, admit that something drastic and fundamental must be
done.

The responsibility for our problems-economic, social and interna-
tional-must rest principally with the Majority Party in Congress and,
during the past four years, the Carter Administration, for it is they
who passed the laws, appropriated the money and shaped the economic
and defense policies which have caused these problems and allowed
them to fester and grow. But while the responsibility may be a partisan
one, the solution is far too important to be entrusted solely to those
who have made the need for such solutions necessary in the first place.

It ought to be a secret to no one that the Minority has consistently
called for spending restraint and a balanced budget. On every occasion
that a budget resolution has been on the House floor, the Minority
has offered amendments to reduce significantly the Federal budget
deficit as well as to balance the budget. In every case, these amendments
were defeated by the Majority. Now, with the inflation running at
18 percent and the prime lending rate a point higher, the Democratic
Party in the Congress and in the White House has acknowledged what
we have been saying all along: namely, that the budget must be in
balance as an absolute prerequisite to bringing inflation under control.
Unfortunately, it is equally clear that the Majority is far from unani-
mous in its commitment to a balanced budget (moreover, having so
little experience to go on, they are not particularly adept at balancing
the budget either).

As a result, it is absolutely essential that the Minority take the lead
in seeing to it that the budget is indeed balanced and stays that way.
Because our commitment to fiscal discipline is so well established, we
feel we must take the lead in seeing to it that the Congress lives up to
the commitment it has made to the American people. A first step in
this direction was taken on March 20, 1980, when we reported a bal-
anced 1981 budget out of the Budget Committee. It is instructive to
note that without our votes for this First Budget Resolution, the Com-
mittee would have been unable to report out a balanced budget. While
this failure could have been used to our partisan advantage, we chose
not to do so. We do not, as we will explain, approve of the manner in
which this budget resolution produces a balance, but we very much ap-
prove of the commitment to balance the budget. We are confident the



Resolution we have reported out of Committee can be improved on
the House floor even more than we succeeded in improving it in Com-
mittee. The point is, for the first time in the history of the Congres-
sional Budget Act, we are bringing a balanced budget to the floor
and we are doing so because the Minority Members of the Committee
beat back attempts by some Members of the Majority to restore cuts
made in social welfare spending.

Before expanding further on these areas of this Resolution we be-
lieve must be changed, it would be inappropriate if we did not ac-
knowledge the support and cooperation we received from the Chair-
man of the Committee. Because of his support, we were able to provide
in the Resolution a $20 billion tax cut to stimulate capital investment
and, therefore, productivity (because this tax cut would begin on
January 1, 1981-three months into the fiscal year-and accounting
for the induced economic growth, the net revenue reduction in the fiscal
year is calculated to be between $10 and $11 billion). While this tax
cut will barely offset President Carter's new $4.62 tax per barrel on
imported oil, it is a start in the right direction and is provided for in
the Resolution only because the Minority insisted that it be included.
Also, by delivering the key vote, the Chairman joined a unanimous
Minority in beating back-by a tie vote-a move by 14 Majority Mem-
bers to add in $500 million in new funding for the city lobby. He also
joined with us in a number of other attempts-some successful, some
not-to shave spending elsewhere in the budget. Although the Chair-
man did not support our Minority substitute in Committee and will no
doubt oppose it when we offer it on the House floor, his willingness to
listen to and compromise with the Minority is a very positive develop-
ment.

On a related matter, we were distressed to read press reports of what
the Budget Committee did when it reported out this First Budget
Resolution for 1981. In particular, one major daily began its account
by saying the Committee handed President Carter a major victory
by reporting out a balanced budget. Nothing could be further from the
truth. This budget is balanced because of the hard work of those
Budget Committee Members committed to balancing the budget. It is
the Members who have to take the political heat which goes along with
proposing specific budget cuts and voting against spending increases
in popular programs. The President of the United States, with 650
trained analyst in his Office of Management and Budget, has yet to
specify how he will propose to balance the budget. At the very time we
in the Budget Committee were trying to restrain spending, the Vice
President of the United States is promising officials in New York, on
the eve of that State's presidential primary, that the President will
propose a spending increase of $500 million in the guise of counter-
cyclical grants to cities. It is this increase-accurately referred to by
the able Chairman of our Committee as "Jimmy Carter's New York
Primary amendment"--which we defeated in Committee and should
have produced the newspaper lead ". . Budget Committee hands
President major defeat." Moreover, we are told that the President will
not be sending Congress his version of a balanced budget until both
House and Senate Budget Committees have reported out budget
resolutions and are considering them on the floor. Consequently, rather
than contributing to the budget process, he will have managed merely



to confuse and confound an already complex and controversial process
in the Congress. Is it any wonder people lose faith in their public
institutions when the President declares war on inflation, yet delays
releasing the details of his war plan lest it interfere with his personal
and highly political objectives in Illinois and New York?

MINORITY SUBSTITUT

Twice during markup (first at the beginning when the Committee
was considering aggregate spending and revenue levels, then at the
end of markup) we offered a complete substitute; both times that
substitute was defeated on straight party-line votes. Prior to deliver-
ing the critical votes needed to report out the First Concurrent Res-
olution on the 1981 Budget, we made it clear to the Committee that
we intended to propose a similar substitute on the House floor.

Compared to the Committee-reported Resolution, our substitute
will do the three following things:

(1) It will eliminate from revenues approximately $8 billion in
new taxes now contained in the Committee's revenue assumption. This
$8 billion will not be in the form of an off-setting tax cut, but rather
will involve simply not raising these new taxes in the first place (the
largest single item is withholding of taxes on interest and dividend
payments). Our substitute does, of course contain the same $20 bil-
lion tax cut that we successfully inserted in the Committee's version.

(2) We substantially increase the resources devoted to defense.
Specifically, we restore to defense outlays the $4.5 billion needed to
pay for higher fuel prices, and increase budget authority by $13.4
billion over the Committee to accommodate not only the higher fuel
costs, but to fund a major new ship-building initiative.

(3) To offset the lower revenues which will result from not enact-
ing more new taxes, and to cover the increased costs of our more
realistic defense program, we put greater restraint on the non-defense
side of the budget. In applying this restraint, however, we do not pro-
pose any reductions in Social Security benefits for retirees.

In the following sections, we discuss in detail the justification for
our position on taxes and revenues as well as our case for a higher
defense budget. Several very fundamental differences between our
substitute and the Committee are worth discussing here. First, our
substitute does not contain a Third Budget Resolution for 1980. While.
it is quite clear that a Third Resolution is required (the budget as it
stands now is already over the ceilings established in the Second
Budget Resolution last November) we believe it should be addressed
separately and apart from the First Resolution for 1981. Passage of
our substitute would wipe out the now-reported Third Resolution for
1980 and require the Budget Committee to report out that resolu-
tion separately. The point to make is that the reason we must now
revise the current year's budget is that the House refused to support
the Senate and House Republican position that reconciliation be used
as part of the Second Resolution for 1980 and because the Majority
ignored our constant protestations that they were drastically under-
estimating both the rate of inflation and the likely prevailing inter-
est rates.
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Second, the record must be made clear that we unanimously back
higher defense spending for one reason and one reason only: it is
absolutely essential for the survival of our country. Were this need
not so great and not so apparent, the Minority would much prefer
to devote the resources now going into defense for larger tax relief
and desirable domestic spending programs. However, this is simply
not possible. Nothing is a greater and more compelling responsi-
bility of the Federal Government than to provide for the defense of
our country and our interests abroad, and as elected officials it is our
responsibility to do what needs to be done.

Finally, the Minority substitute begins the process of addressing a
major imbalance which has developed during Jimmy Carter's tenure
in the White House, namely allowing taxes to rise to their highest level
in peacetime, and just a shade less tian the all-time record tax burden
attained, by necessity, during the height of the Second World War.
We believe it is absolutely essential that the balance be restored be-
tween the taxpayer and those who benefit from Federal programs. The
price we pay for this imbalance is high: we risk serious class divisions
when those who work and pay our country's taxes see their real in-
comes falling because of inflation and higher taxes, yet see non-work-
ing recipients of Federal tax dollars protected against inflation. More-
over, inflation and rising taxes combine to eliminate many families'
ability to save. As savings decline, so does the pool of lendable funds
needed to pay for the capital investments which are needed to create.
new better-paying jobs. We are paying this price now as we see pro-
ductivity actually declining and the resulting inflation reaching to-
wards a once-unheard-of level of 20 percent.

This problem is not lost on our Majority colleagues, for they too now
want to increase savings and, ultimately, investment and productivity.
The problem is, simply put, the savings cannot take place if there is
no money to save. The inexorable rise in the tax burden under the Car-
ter Administration has come almost completely at the expense of sav-
ings, and nothing short of a commitment to gradual tax reduction can
reverse this unacceptable trade-off.

One last note: both the Committee resolution and our substitute
include in the revenue total, the implementation of the $4.62/barrel
tax on imported oil. This inclusion is absolutely not an endorsement
of that new tax, but rather reflects the reality that the tax has been
imposed under existing law (the Budget Act requires that all "current
law" revenues be included in the revenue estimate). This new tax
will bring into the Treasury approximately $10.3 billion in Fiscal
Year 1981. However, the tax cut the Minority inserted in the Commit-
tee-reported Resolution will offset this new tax (remember that our
tax cut is $20 billion on a calendar year basis, with the net cost of this
tax cut in Fiscal Year 1981 being $10-to-$11 billion). Moreover, the
President's authority to impose this oil import tax expires at the end
of 1981. Thereafter, the tax cut we enact for January 1, 1981 will con-
tinue to provide net tax reductions well after the import tax has been
lifted; therefore we are providing real tax relief in 1982 and beyond.
Certainly the great body of evidence supports our contention that 9.
larger tax cut than the $20 billion we included in the Resolution is
justified. On the floor, we plan to seek an enlargement of this tax
cut and believe we have ample evidence to support our position.
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The' American people have the right to know that when gasoline
prices jump another 10 cents per gallon within the next month or so,
they have Jimmy Carter to thank and no one else. As long as he re-
mains in office there is scant possibility that we can remove this new
import tax legislatively over a Presidential veto. As an unhappy con-
sequence, the next best thing we can do is to enact a tax cut to at least
offset the tax, and hopefully to go even further and provide real, sub-
stantive tax relief.

BALANCING THE BUDGET ON THE BACKS OF THE TAXPAYER

It follows from simple arithmetic that budgets can be balanced
either by cutting outlays or by increasing receipts. In the case of the
Federal government, of course, increasing receipts means increasing
taxes. Although the House Budget Committee did make a sincere and
laudable effort to cut expenditures, it still relies much more than
Republicans would like on higher tax revenues to balance the budget.
The result is that both aggregate and personal tax burdens will be
at record peacetime levels in 1981. When President Carter took office
the Federal tax burden as measured by the ratio of taxes to GNP
was 18.5 percent. In 1981 this ratio is expected to rise to 21.8 percent;
an increase in the tax burden of almost 18 percent.

Likewise, the overall personal tax burden as measured by the ratio
of personal income and social security taxes to taxable personal in-
come was 15.2 percent in 1977. In 1981, the personal tax burden is
expected to rise to about 19.3 percent. This represents a 27-percent
rise in the personal tax burden over the period.

In just the next year, the aggregate and personal tax burdens are
expected to rise from 20.8 to 21.8 percent and from 18.5 to 19.3 per-
cent, respectively. Thus, between 1980 and 1981 alone, both the aggre-
gate and personal tax burdens are scheduled to rise between 4 and 5
percent.

In 1981 total Federal receipts are estimated to rise by $92 billion.
Of this amount, $39 billion, or more than one-third, will be raised as
the result of net new revenue-raising measures initiated during the
Carter Administration. Table I shows the sources of these increases.

TABLE I.-THE IMPACT ON FISCAL YEAR 1981 REVENUES OF TAX
INITIATIVES DURING THE CARTER ADMINISTRATION

[In billions of dollars]
Revenue-raising measures:

Social Security taxes ---------------------------------------------------------- 28.7
Windfall profits tax ----------------------------------------------------------- 13.6
Inflation-induced "bracket creep ------------------------------------------------ 15.0
Miscellaneous ---------------------------------------------------------------- 11.7

Total ---------------------------------------------------------------------- 69.0

Revenue-reducing measures:
1978 Tax Reduction Act -------------------------------------------------------- -25.1
Miscellaneous ---------------------------------------------------------------- -4.8

Total ---------------------------------------------------------------------- 29.9

Net tax increasess -----. . . ..------------------------------------------------- 39.1
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On a more personal level, we have computed what the impact of the
interaction of inflation and legislated tax increases has been on the
tax burdens of some representative families whose income is assumed
to increase each year at the rate of inflation. The results are set out in
Table II. What this table illustrates is that even if incomes keep pace
with inflation, most households have suffered a loss in real after-tax
earned income in each year of the Carter Administration. The cumu-
lative loss in real, after-tax earnings ranges between 4 and 6 percent
for the representative households. In addition the cumulative rise in
the personal tax burdens of these households are from 20 to 34 percent.

In summary, while Republicans applaud the efforts to balance the
budget, to achieve it by ever-higher tax burdens on the working popu-
lation will, in the long run, will be destructive of a healthy economy
and continued balanced budgets themselves.

TAX BURDENS ON REPRESENTATIVE HOUSEHOLDS, 1977-81

[1977=10011

1977 1978 1979 1980 1981

Single earner:
G ross incom e -----------------------
Legislated tax--------

(Bracket creep)
Cumulative inflation tax.

Net real income ------------------

Family of 2, I earner:
Gross income .....
Legislated tax --

(Bracket creep).
Cumulative inflation tax - --

Net real incom e ------------------

Family of 4, I earner:
G ross incom e -----------------------
Legislated tax

(Bracket creep) - - --
Cumulative inflation tax -----------

Net real income -.

Family of 2, 2 earners:
Gross income-
Legislated tax-----------------

(Bracket creep)--------
Cumulative inflation tax

Net real income

$14,000
2,737

(NA)
NA

$15,260
3, 104

(90)
1,004

$17,290
3,705

(173)
2,585

$19,300
4,310

(174)
4,114

$21,210
4,998

(152)
5,509

11,263 11,152 11,000 10,876 10,703

16,000 17,440 19,760 22,050 24,230
2,756 3,120 3,766 4,347 5,048

(NA) (77) (223) (151) (142)
NA 1,182 3,043 4,858 6,518

13,244 13,138 12,951 12,845 12,664

18,000 19,620 22,230 24,810 27,260
2,794 3,181 3.912 4,566 5,368

(NA) (91) (282) (192) (202)
NA 1,357 3,485 5,556 7.439

15,026 15,082 14,833 14,688 14,453

21,000
3,976

(NA)
NA

22,890
4,500

(116)
1,518

25,930
5,407

(291)
3,905

28,940
6,266

(238)
6,222

31,800
7,337

(293)
8,312

17,024 16,872 16,618 16,452 16,151

Family of 3, 2 earners:
Gross income .......
Legislative tax -----------------

(Bracket creep)-------------
Cumulative inflation tax ------------

Net real income------------

30,000
6,515

(NA)
NA

32,700
7,429

(270)
2,087

23,485 23,184

37,050 41,350 45,440
8,524 10,061 11,851

(0) (538) (559)
5,427 8,587 11,413

23,099 22,702 22,176

tInflation rates assumed in the table are the actual CPI of 9 and 13.3 percent for 1978 and 1979.
and the current CBO forecasts of 11.6 and 9.9 percent for the CPI in 1980 and 1981 respectively.



NATIONAL DEFENSE

The Minority Members have agreed to report the First Concurrent
Resolution for fiscal year 1981 despite the fact that it establishes an
unsatisfactory target for the level of defense expenditures. The
Minority Members adopted this course of action simply because it was
apparent that further debate and voting on the question of the defense
budget would have resulted in no satisfactory change within the
Budget Committee. The record of the Committee's deliberations con-
firm this point. There were seven amendments offered by Majority
Members with the intention of reducing the defense budget by amounts
ranging from $75 million to $465 million or more. There were three,
amendments offered by the Minority with the aim of increasing de-
fense spending. All of these amendments were defeated. Thus, the
Minority Members desire to state their view that the level of funding
established for national defense is inadequate and they intend to seek
a correction during Floor consideration of the Resolution.

We are acutely aware of the fact that higher defense spending must
be financed by taxes, assuming that we cannot allow ourselves to con-
tinue the unhealthy habit of deficit spending. Such a situation is well
justified, however. The primary responsibility of the federal govern-
ment is to provide for the common defense. The defense posture which
we require is the direct result of the challenges posed by other nations.
If we desire to maintain our capacity to achieve those objectives which
have characterized our defense posture over the last thirty years, and
if the ability of other nations to prevent us from achieving those ob-
jectives have grown significantly, then we must accordingly increase
,the share of our resources which we devote to our national security.
We cannot claim that we desire to maintain our independence, our
economic standard of living, and our position as the ultimate guaran-
tee of the freedom of the world's democratic nations if we make our
commitment contingent upon this country's level of unemployment or
the level of its consumer price index or the amount of funding al-
located for social .welfare programs. The use of any methodology
which primarily ties the level of spending for national defense to
domestic considerations is naive and dangerous. Only when other
nations are completely convinced of our determination to meet our
responsibilities in the field of national defense can our allies maintain
their past levels of confidence in our leadership and will our ad-
versaries realize that they have no useful alternative but to embark
upon serious and equitable arms control negotiations which enhance
global stability.

Accordingly, when the President indicated less than two months
ago that he committed himself both to the citizens of this country and
to the world to increase our real spending for national defense spend-
ing by 5.4 percent after inflation had been taken into account, the
Minority Members were extremely pleased that the Administration
seemed to understand that a policy of growing national weakness
should be avoided. The Minority Members also recognize, however,
that the dollar levels originally associated with that commitment must
now be considered inadequate because the pricing estimates under-



pinning them were faulty. Specifically, the inflation estimates for the
procurement of hardware were too low. The estimates for fuel prices
were too low by almost 40 percent. Also, the President's budget pro-
posal assumed extremely low levels of operations in the Indian Ocean
area. The Minority Members believe that continuation of the deploy-
ment of two carrier task forces is appropriate and should be fully
funded. Moreover, the President would have cut back on the proposed
level of real growth by absorbing about 40 percent of the annual com-
parability payraise for defense employees out of funds provided for
other parts of the defense program. Finally, the President's level did
not provide sufficient funds to resolve the main problem currently
facing the readiness of our military forces, namely our inability to
retain skilled military personnel. The Congress presently has before
it legislative proposals aimed at resolving this problem and the Mi-
nority Members support such efforts. They require additional funds
beyond what the President recommended and the House Budget Com-
mittee assumed (because the latter would decrease other parts of the
defense program in order to provide some of the needed funds).

Unfortunately, however, our national defense posture is confronted
by greater problems than those represented by poor technical esti-
mates of price levels and by differing assumptions regarding the ab-
sorption of pay costs. The major problem is that the President's pro-
posed level of real growth, while it represents a recognition of the
dangers of a policy of national weakness, is inadequate to redress the
failures of this Administration and the Congress over the last few
years. To be specific, we will refer first to the case of our strategic
forces. In 1976, President Ford proposed to the Congress that the
United States move ahead on an accelerated basis with the develop-
ment and deployment of the M-X and Trident II missiles, and the
B-1 bomber, in order to avert an unfavorable balance in strategic
nuclear forces by the early 1980's. Such a step was considered neces-
sary because of the nature of the United States defense strategy. That
is, in the 1950's, our defense strategy was to rely on the threat of
"massive retaliation" as the way to deter other nations from initiating
even low levels of conflict. By the 1960's, however, when other nations
had begun to develop strategic nuclear capabilities of considerable
importance, the United States moved to a strategy of "flexible re-
sponse" whereby we could provide a creditable defense at any level
at which a conflict might be initiated and still maintain the capability
to move to a higher level of conflict at which we held an advantage.

But in the late 1970's this situation of a relative advantage for the
United States has begun to change significantly as the result both of
the Carter Administration's deferral or cancellation of the needed
strategic force initiatives and the greater-than-expected progress of
the Soviet Union. The charts below tell part of the story.

In its final recommendations to the Congress regarding its proposals
for accelerating the M-X and Trident II missiles so that the United
States could maintain its favorable position in strategic forces, the
Ford Administration presented the following chart. It was intended
to show that failure to adopt President Ford's recommendations would
result in the United States' falling behind the Soviet Union in its
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ability to destroy "time urgent hard targets," one of the measures used
in determining the balance of strategic nuclear forces. The targets in
question are those hardened ones which are important in the conduct
of early military operations if hostilities should occur.
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In its latest recommendations on the defense program, on the other
hand, the Carter Administration has shown the deterioration which
has characterized this portion of our national security capabilities, as
set out below.
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The above charts are not intended to show that this growing im-
balance in one measure of relative strategic capabilities will by itself
invite conflict. It does, however, raise serious questions about the deter-
rent capabilities of our strategic forces which have been the ultimate
underpinning of our defense posture over the last thirty years. We
should also keep in mind that similar trends are occurring in other
aspects of the military balance, such as in the case of other measures of
strategic forces as well as in theater nuclear forces and naval forces.
These changes in the military balance should come as no surprise,
given the unilateral cutbacks in our defense program by the Carter
Administration. Besides delaying M-X program and canceling the
B-1 bomber, the Carter Administration proposes to halt the Trident
II missile program after fiscal year 1981. Also, it has stopped produc-
tion of Minuteman III missiles, decided not to produce the enhanced
radiation warhead, and cut in half the naval shipbuilding program
proposed by President Ford. These decisions to slow down or cancel
the needed modernization of U.S. forces have given added importance
to the fact that the United States has decreased its level of defense
spending considerably over the last fifteen years (as we have decreased
the share of GNP devoted to defense spending from over 8 percent per
year to about 5 percent per year) while the Soviet Union has increased
its spending on defense by about 4 percent per year in real terms. As a
result, the Soviet Union now spends about 50 percent more per year
on defense than the United States. Its spending on defense invest-
ments (including research, development, and procurement) exceeds
ours by about 75 percent per year. It spends twice as much on strategic
nuclear forces.

Finally, these adverse trends in military spending are exacerbated by
problems we face in our own military program. Spare parts for our
front line fighters, for example, are in such short supply that about
50 percent or more of all supply requisitions on grounded Air Force
aircraft like the F-15, A-10, F-4, A-7, and F-111 are filled either
through cannibalization of other aircraft or withdrawal of spare parts
from war reserve stocks. In the Navy, we would require an additional
$1,000 Million in fiscal year 1981 to allow us to make up for 20 percent
of the deficiency in our peacetime and war reserve stockpiles for
weaponry and other items to be consumed in combat, according to testi-
mony before the House Armed Services Committee. Yet we are pro-
viding only $10.3 million towards that end in fiscal year 1981.

The Nation must recognize that our military posture, relative to the
capabilities of potential adversaries, is not as strong as it has been or
as strong as we would like to think it is. In fact, it is questionable
whether it is at all adequate. The Minority Members of the Budget
Committee find the deteriorating situation to be unacceptable and we
will devote our efforts to correcting it. Only if we turn the current
situation around can our allies rely on us as firmly as they should and
will our potential adversaries recognize that they have nothing to gain
by continued increases in their defense expenditures. Furthermore, our
current policy of weakness undermines all chances of serious arms con-
trol negotiations as we signal to potential adversaries that unilaterally
we will cancel or defer major force initiatives without demanding
clearly defined quid-pro-quo,



In view of the above considerations, the Minority Members of the
Budget Committee state their intention to propose an alternative de-
fense budget which aims at an adequate national defense posture.

OFP-BUDGET SPENDING AND HONEST BUDGETING

For the past two budget resolutions, Republicars have succeeded
in adding a statement to the resolution, which if included this time,
would read as follows:

The Congress reaffirms its commitment to find a way to
relate accurately the outlays of off-budget Federal entities
to the budget. The Congress recognizes that by law the out-
lays of off-budget Federal entities are not reflected in the
budget totals, and that in fiscal year 1981, off-budget out-
lays (and, hence, the off-budget deficit) are estimated to be
$16 billion.

When we made our routine motion to include this langauge in the
present resolution we were met with incredulous consternation by the
Majority.

We have a confession to make. We honestly hadn't foreseen the
shock this amendment would make on a party which, for the first
time in twelve years, is faced with the prospect of producing a budget
with an apparent surplus. We apologize for our naivety; we sincerely
hope our Democratic colleagues have recovered.

Neverthless, the fact remains that the off-budget deficit is both
large ($16 billion) and real. The impacts of outlays made off-budget
are no different than those made from within the unified budget. De-
spite study after study-including studies by the House Budget Com-
mittee's Task Force on Budget Process-concluding that off-budget
spending ought to be abolished and that off-budget agencies should
be brought into the unified budget, the deficit of off-budget agencies
continue.

And, not only does the deceit continue, but so does the growth in
off-budget spending. For four years, after the adoption of the uni-
fied budget in 1969, there were no off-budget entities, hence, there
was no off-budget spending. But since 1973, the figure has grown from
$60 million to the estimated $16 billion in 1981. In fact, when the
President first submitted his 1981 budget in January, he proposed
an off-budget deficit of $18.1 billion, which was actually $2 billion
more than the official, so-called unified, budget deficit.

By not including the traditional off-budget spending language, the
present budget resolution represents a major step backwards for honest
budgeting.

THE THIRD BUDGET RESOLUTION FOR FISCAL YEAR 1980

Grafted onto the budget resolution which the Congress will con-
sider is a rather important item-the third budget resolution for
1980. We are very disturbed over the proposed third resolution for sev-
eral reasons:

The institutionalization of third budget resolutions



The piggybacking of third budget resolutions onto first budget

resolutions
The 1980 budget figures in the third resolution.

In this section, we discuss these concerns and others related to the

proposed third resolution.

The I• t"tutiofl nation of Third Budget ResolutiOs

This is the third year in the past five years that a third budget reso-

lution is "needed." This is a dangerous trend because it drives a major

wedge into one of the major purposes of the Budget Act of 1974,

namely, that the second resolution is supposed to be binding. To de-

velop a pattern of revising second budget resolutions makes a mock-

ery of the congressional budget process,

One of the basic components of the Congressional budget process

as provided in the Budget is the timetable that is intended to pro-

vide discipline to previously chaotic fiscal policymaking. First and

second budget resolutions were formally established as part of this

timetable. The first resolution, to be adopted in the spring, was to set

"targets" for upcoming spending legislation. Then, in the fall-after

the spending bills had been enacted-a second, supposedly binding,

budget resolution is to be adopted. This is not the ideal arrangement;

in our Minority Views on the second budget resolution for 1980, we

said:
One of the basic flaws in the Congressional budget proc-

ess is that the first budget resolution, coming before the

Congress considers any spending measures for the budget

year, is not binding, whereas the second budget resolution

coming after consideration of spending measures, is binding.

Predictably, this procedure has made the first resolution a

political process and the second resolution an adding-up

process (the spending measures are simply summed to arrive

at the totals).
(Report 96-435, p. 295).

Nevertheless, this less-than-ideal procedure could provide a mod-

icum of fiscal discipline on the Congress.

However, by ignoring the spirit and intent of the Budget Act with

respect to the binding nature of second budget resolutions, the Demo-

crats have made a mockery of any remaining discipline in the Budget

Act.
To be sure, the Budget Act does provide that second resolutions

may be revised, but the intent-and this is quite clear in the legislative

history-was that revisions be undertaken as a result of unexpected,

unanticipated, real needs. Such changes were expected to be necessary

only occasionally, if not rarely, and certainly not routinely as they

have become.
The "need" for the present third resolution does not stem from

any such criteria. It stems from a wholly unrealistic second resolution,

which was put in place, following an almost equally unrealistic first

resolution. When the Budget Committee was considering both the

Krst and the second resolutions for 1980, we Republicans strenuously
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objected to th4 'asum'ed economic assumptions. We also objected to
what we perceived' as unrealistic assumptions regarding legislative
savings (cuts in spending resulting from changes in current law).

We would now like to have been wrong then; as it turns out, we
were right. In fact, not only were we right, but we actually under-
stated the problem.

The institutionalization of third budget resolutions, combined with
the adoption of overly optimistic-some might say phoney-first
resolutions, adds a major dose of politics to the budget process. While
no congressional procedure can be void of political considerations,
a strong congressional budget process cannot be so dominated. Un-
fortunately, this is precisely what has happened, and the trend is in
the direction of increased politicization of the relatively new budget
process.

Under the control of the Majority Party, what happens is that
spending increases keep rolling in part because the Congress has be-
come aware that the first, "target" budget resolution only sets targets,
violations of which carry no sanctions whatsoever. Furthermore, the
second resolution, which is supposed to be binding, is perceived by big
spenders as no stronger than the first resolution. Conveniently, the
second resolution would normally be adopted just prior to the polit-
ically important month of November, so that Members can often vote
for an unrealistically low, "binding" budget just prior to elections,
after which they return to face the music of a third budget resolution.
Facing the music of a third resolution is not all that bitter, however,
because the third resolution is "piggybacked" onto the first resolution
for the upcoming budget year, as described in the following section.
Piggybacking Third Resolutions Onto First Resolutions

Consideration of third budget resolutions has never been as was
intended in the Budget Act. Democrats have found it convenient to

.piggyback" third resolutions onto first resolutions. This tactic suc-
cessfully avoids a separate vote on third resolutions. Under this tactic,
tbp third resolution is relegated to a separate title in the first resolution,
and is portrayed as a " revision" of the second resolution.

We understand fully the reasons behind this parliamentary
maneuver and we deplore its use. As noted above, the intent of the
Budget Act was to have a truly binding second resolution, changeable
only under exceptional circumstances. What has evolved instead,
has been a routine practice of undermining an already weak budget
process.

We believe that third resolutions ought to be considered separately.
When we offer the Republican budget substitute on the floor next
week, we will exclude any reference to a third budget resolution for
1981. Our position is that any third resolution must be considered
separately, as was envisioned by the framers of the Budget Act.
The 1980 Budget Figures in the Third Resolution

Budgets change over time, that is to be expected. But for 1980, the
Federal budget literally exploded, as the following table illustrates:



1980 FEDERAL BUDGET

[In billions of dollars]

Tax Budget
Outlays revenues, I Detlit ahIthority

1979 budget, actual levels ------------------------ $494 $406, -$28, $557
President's original 1980 budget (submitted January

1979) 532 503 -29 616
First Budget Resolution (May 1979) ---------------- 532 509 -23 604
Second Budget Resolution (November 1979) ......... 548 518 ' -30 638
President's January revision------------------ 564 524 -40 654
Proposed 3d resolution (March 1980) ---------------- 567 529 -38 657

Increases over 1979 ----------------------- $73 $63 $10 $100
Percent -- 15 14 36 18

Increases over original 1980 budget ----------------- $35 $26 $9 $41
Percent ------------------------------------ 7 5 31 7

Over the 1979 budget, spending increase $73 billion, or 15 percent;
budget authority-which, drives all spending, including much future
spending-goes up $100 billion, or 18 percent. The deficit increases
from $28 billion to $38 billion, which is a 36 percent increase for one
year. And taxes-the Democrat's tool for balancing the budget-
increases $63 billion or 14 percent.

But what really proves our point about undue politics entering the
congressional budget process is what has happened to the numbers
within the 1980 budget. Since the 1980 budget was first proposed by
the President, outlays increased $35 billion, reveneus $26 billion,
budget authority $41 billion, and the deficit $9 billion. To repeat,
these changes are within the same fiscal year's budget, not year-
over-year. By overlaying these changes with the budget timetable, any
discipline that may have been in the budget process is cast aside for
all to see.

Increases of the magnitude shown in the table are unprecedented.
Remember, they represent changes in the budget figures of only one
budget year, 1980. We hasten to add that 1980 has nine months still
to run!

These dramatic increases should be kept in mind as the Congress
and thb country focus increasingly on the 1981 fiscal year. So far for
1981, as reflected in the reported Arst and third -budget resolution, we
are down very little on spending ($3.4 billion from the President's
January figure of $15.8 billion), but up dramatically over 1980 in
taxes ($92 billion, nearly $40 billion of which would result from net
new taxes!). On balance, then, the 1981 heretofore rhetoric of balanced
budgets and "possible" tax cuts is seriously weakened.

DELBERT L. LATRA.
Jim BROYHILL.
BARBER B. CONABLE, Jr.
MARJORIE S. HOLT.
RALPH REGuLA.
BuD SHUSTER.
BILL F EzEt,.
ELDON RUDD,
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