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“hsso §, CON. RES. 106

CONCURRENT RESOLUTION

Setting forth the congressional budget for the United States

Government for the fiscal years 1985, 1986, and 1987 and

- revising the congressional budget for the United States
Government for the fiscal year 1984.

1 Resolved by the Senate (the House of Representatives
concurring), That the Congress hereby determines and de-

clares that the concurrent resolution on the budget for fiscal

= W b

year 1984 is revised, the first concurrent resolution on the
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2

1 budget for fiscal year 1985 is established, and the appropriate

2 budgetary levels for fiscal years 1986 and 1987 are set forth.

3
4
9]
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

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

(1) The recommended levels of Federal revenues

are as follows:

Fiscal year 1984: $665,400,000,000.

Fiscal year 1985: $743,700,000,000.

Fiscal year 1986: $811,000,000,000.

Fiscal year 1987: $882,600,000,000.
and the amounts by which the aggregate levels of Fed-
eral revenues should be increased are as follows:

Fiscal year 1984: $2,400,000,000.

Fiscal year 1985: $10,700,000,000.

Fiscal year 1986: $16,100,000,000.

Fiscal year 1987: $19,100,000,000.

and the amounts for Federal Insurance Contributions

Act revenues for hospital insurance within the recom-

mended levels of Federal revenues are as follows:

Fiscal year 1984: $39,900,000,000.
Fiscal year 1985: $45,600,000,000.
Fiscal year 1986: $52,600,000,000.
Fiscal year 1987: $57,900,000,000.

J. 33-486—0
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and the amounts for Federal Insurance Contributions
Act revenues for old-age, survivors, and disability in-
surance within the recommended levels of Federal rev-
enues are as follows: \

Fiscal year 1984: $166,800,000,000.

Fiscal year 1985: $189,500,000,000.

Fiscal year 1986: $206,900,000,000.

Fiscal year 1987: $223,700,000,000.

(2) The appropriate levels of total new budget au-
thority are as follows:

Fiscal year 1984: $914,100,000,000.

Fiscal year 1985: $1,010,600,000,000.
Fiscal year 1986: $1,106,400,000,000.
Fiscal year 1987: $1,209,700,000,000.

(8) The appropriate levels of total budget outlays
are as follows:

Fiscal year 1984: $855,300,000,000.
Fiscal year 1985: $924,400,000,000.
Fiscal year 1986: $996,600,000,000.
Fiscal year 1987: $1,086,100,000,000.

(4) The amounts of the deficits in the budget
which are appropriate in the light of economic condi-
tions and all other relevant factors are as follows:

Fiscal year 1984: $189,900,000,000.
Fiscal year 1985: $180,700,000,000.

1. 33-486—0
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Fiscal year 1986: $185,600,000,000.
Fiscal year 1987: $203,500,000,000.

(5) The appropriate levels of the public debt are

as follows:
Fiscal year 1984: $1,596,200,000,000.
Fiscal year 1985: $1,843,300,000,000.
Fiscal year 1986: $2,105,300,000,000.
Fiscal year 1987: $2,394,900,000,000.
and the amounts by which the statutory limits on such
debt should be accordingly increased are as follows:
Fiscal year 1984: $106,200,000,000.
Fiscal year 1985: $247,100,000,000.
Fiscal year 1986: $262,000,000,000.
Fiscal year 1987: $289,600,000,000.

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

Fiscal year 1984:

(A) New direct loan obligations,
$37,600,000,000.

(B) New primary loan guarantee com-
mitments, $105,200,000,000.

(C) New secondary loan guarantee com-

mitments, $68,300,000,000.

J. 33-486—0
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Fiscal year 1985:

(A) New direct loan obligations,
$36,700,000,000.

(B) New primary loan guarantee com-
mitments, 110,800,000,000.

(C) New secondary loan guarantee com-
mitments, $68,300,000,000.
Fiscal year 1986:

(A) New direct loan obligations,
$40,800,000,000.

(B) New primary loan guarantee com-
mitments, $116,700,000,000.

(C) New secondary loan guarantee com-
mitments, $71,600,000,000.
Fiscal year 1987:

(A) New direct loan obligations,
$41,800,000,000.

(B) New primary loan guarantee com-
mitments, $123,300,000,000.

(C) New secondary loan guarantee com-

mitments, $75,100,000,000.

(b) The Congress hereby determines and declares the

23 appropriate levels of budget authority and budget outlays,

24 and the appropriate levels of new direct loan obligations, new

25 primary loan guarantee commitments, and new secondary

J. 334860
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1 loan guarantee commitments for fiscal years 1984 through

2 1987 for each major functional category are:

3 (1) National Defense (050):
4 Fiscal year 1984:
5 (A) New budget authority,
6 $265,300,000,000.
1 (B) Outlays, $237,500,000,000.
8 (C) New direct loan obligations, $0.
9 (D) New primary loan guarantee commit-
10 ments, $0.
11 (E) New secondary loan guarantee commit-
12 ments, $O.
13 Fiscal year 1985:
14 (A) New budget authority,
15 $299,000,000,000.
16 (B) Outlays, $266,000,000,000.
17 (C) New direct loan obligations, $0.
18 (D) New primary loan guarantee commit-
19 ments, $0.
20 (E) New secondary loan guarantee commit-
21 ments, $0.
22 Fiscal year 1986:
23 (A) New budget authority,
24 $333,700,000,000.
25 (B) Outlays, $294,600,000,000.

J. 33-486—0
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(C) New direct loan obligations, $0.

(D) New primary loan guarantee .commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority,
$372,000,000,000.

(B) Outlays, $330,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.

(2) International Affairs (150):

Fiscal year 1984:

(A) New budget authority, $21,000,000,000.

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

(C) New  direct loan  obligations,
'$9,100,000,000.

(D) New primary loan guarantee commit-
ments, $8,700,000,000.

(E) New secondary loan guarantee commit-
ments, $0.

Fiscal year 1985:

J. 33-186—0
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(A) New budget authority, $15,200,000,000,

(B) Outlays, $13,000,000,000.

(C) New  direct loan  obligations,
$10,300,000,000.

(D) New primary loan guarantee commit-
ments, $9,300,000,000.

(E) New secondary loan guarantee comrmit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $16,300,000,000.

(B) Outlays, $12,200,000,000.

(C) New  direct loan  obligations,
$12,000,000,000.

(D) New primary loan guarantee commit-
ments, $9,700,000,000.

(E) New secondary loan guarantee commut-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $17,100,000,000.

(B) Outlays, $12,500,000,000.

(C) New  direct loan  obligations,
$12,700,000,000.

(D) New primary loan guarantee commit-

ments, $10,200,000,000.

J. 33-486—0
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(E) New secondary loan guarantee commit-

ments, $0.
(3) General Science, Space, and Technology (250):

Fiscal year 1984:

(A) New budget authority, $8,500,000,000.

(B) Outlays, $8,300,000,000.

(C) New  direct loan  obligations,
$100,000,000.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget aunthority, $8,500,000,000.

(B) Outlays, $8,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $8,600,000,000.

(B) Outlays, $8,500,000,000.

(C) New direct loan obligations, $0.

J. 33-486—0
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(D) New primary loan guarantee commit-
ments, $0.

(E} New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $8,900,000,000.

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

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.

(4) Energy (270):

Fiscal year 1984:

(A) New budget authority, $3,000,000,000.

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

(C) New  direct loan  obligations,
$4,700,000,000.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

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

(B) Outlays, $3,800,000,000.

J. 33-486—0
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(C) New  direct loan  obligations,

- $4,700,000,000.

(D) New primary loan guarantee commit-
ments, $100,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

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

(B) Outlays, $3,900,000,000.

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

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

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

(B) Outlays, $3,800,000,000.

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

(D) New primary loan guarantee commit-
ments, $100,000,000.

(E) New secondary loan guarantee commit-
ments, $0.

(5) Natural Resources and Environment (300):

J. 33-486—0



L 00 -3 S O R W D s

[ TR T - B HE - Y e o T T T " U = U " SR S U S S S
D W W N = O W A O T R W N = D

XVI

12

Fiscal year 1984:

(A) New budget authority, $11,600,000,000.

(B) Outlays, $12,300,000,000.

(C) New  direct loan  obligations,
$100,000,000.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget authority, $11,600,000,000.

(B) Outlays, $11,700,000,000.

(C) New  direct loan  obligations,
$100,000,000.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $O.
Fiscal year 1986:

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

(B) Outlays, $11,800,000,000.

(C) New  direct loan  obligations,
$100,000,000.

(D) New primary loan guarantee commit-

ments, $0.

¥, 33486—0
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(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $12,300,000,000.

(B) Outlays, $11,800,000,000.

(C) New  direct loan  obligations,
$100,000,000.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.

(6) Agriculture (350):

Fiscal year 1984:

(A) New budget authority, $4,500,000,000.

(B) Outlays, $10,400,000,000.

(C) New  direct loan  obligations,
$11,200,000,000.

(D) New primary loan guarantee commit-
ments, $4,700,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget authority, $15,600,000,000.

(B) Outlays, $15,800,000,000.
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(C) New  direct loan  obligations,
$11,400,000,000.

(D) New primary loan guarantee comunit-
ments, $3,200,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget suthority, $14,500,000,000.

(B) Outlays, $14,400,000,000.

(C) New  direct loan  obligations,
$13,700,000,000.

(D) New primary loan guarantee commit-
ments, $3,200,000,000.

(E} New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $13,400,000,000.

(B) Outlays, $13,200,000,000.

(C) New  direct loan  obligations,
$13,500,000,000.

(D) New primary loan guarantee commit-
ments, $3,200,000,000.

(E) New secondary loan guarantee commit-
ments, $0.

(7) Commerce and Housing Credit (370):

J. 334860
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Fiscal year 1984:

(A) New budget authority, $5,600,000,000.

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

(C) New  direct loan  obligations,
$6,200,000,000.

(D) New primary loan guarantee commit-
ments, $50,000,000,000.

(E) New secondary loan guarantee commuit-
ments, $68,300,000,000.
Fiscal year 1985:

(A) New budget authority, $6,400,000,000.

(B) Outlays, $1,600,000,000.

(C) New  direct loan  obligations,
$6,200,000,000.

(D) New primary loan guarantee commit-
ments, $52,000,000,000.

(E) New secondary loan guarantee commit-
ments, $68,300,000,000.
Fiscal year 1986:

(A) New budget authority, $6,300,000,000.

(B) Outlays, $2,200,000,000.

(C) New  direct loan  obligations,
$6,400,000,000.

(D) New primary loan guarantee commit-

ments, $54,600,000,000.

J. 334860
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(E) New secondary loan guarantee commit-
ments, $71,600,000,000.
Fiscal year 1987:

(A) New budget authority, $7,700,000,000.

(B) Outlays, $3,400,000,000.

(C}) New  direct loan  obligations,
$6,500,000,000.

(D) New primary loan guarantee commit-
ments, $57,200,000,000.

(E) New secondary loan guarantee commit-
ments, $75,100,000,000.

(8) Transportation (400):

Fiscal year 1984:

(A) New budget authority, $29,300,000,000.

(B) Outlays, $25,700,000,000.

(C) New  direct loan  obligations,
$1,100,000,000.

(D) New primary loan guarantee commit-
ments, $500,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget authority, $28,800,000,000.

(B) Outlays, $26,900,000,000.

J. 33-486—0
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(C) New  direct loan  obligations,

$100,000,000.

(D) New primary loan guarantee commit-
ments, $500,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $30,000,000,000.

(B) Outlays, $28,400,000,000.

(C) New  direct loan  obligations,
$100,000,000.

(D) New primary loan guarantee commit-
ments, $500,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $31,100,000,000.

(B) Outlays, $29,500,000,000.

(C) New  direct loan  obligations,
$100,000,000.

(D) New primary loan guarantee commit-
ments, $500,000,000.

(E) New secondary loan guarantee commit-
ments, $0.

(9) Community and Regional Development (450):

J. 33-486—0
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Kiscal year 1984:

(A) New budget authority, $7,200,000,000.

(B) Outlays, $7,700,000,000.

(C) New  direct loan  obhgations,
$1,600,000,000.

(D) New primary loan guarantee commit-
ments, $300,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget authority, $6,900,000,000.

(B) Outlays, $8,200,000,000.

(C) New  direet loan  obligations,
$1,700,000,000.

(D) New primary loan guarantee commit-
ments, $300,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $7,500,000,000.

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

(C) New  direet loan  obligations,
$1,700,000,000.

(D) New primary loan guarantee commit-

ments, $400,000,000.

J. 33-486—0
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(E) New secondary loan guarantee commuit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $7,800,000,000.

(B) Outlays, $8,100,000,000.

(C) New  direct loan  obligations,
$1,700,000,000.

(D) New primary loan guarantee commit-
ments, $400,000,000.

(E) New secondary loan guarantee commit-
ments, $0.

(10) Education, Training, Employment, and Social
Services (500):

Fiscal year 1984:

(A) New budget authority, $31,300,000,000.

(B) Outlays, $28,100,000,000.

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

(D) New primary loan guarantee commit-
ments, $7,400,000,000.

(E) New secondary loan guarantee commit-
ments, $O.
Fiscal year 1985:

(A) New budget authority, $28,900,000,000.

(B) Outlays, $29,000,000,000.

J. 33-486—0
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() New  direct loan  obligations,
$800,0C0,000.

(D) New primary loan guarantee commit-
ments, $7,800,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $30,200,000,000.

(B) Outlays, $29,300,000,000.

(C) New  direct loan  obligations,
$900,000,000.

(D) New primary loan guarantee commit-
ments, $8,000,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $31,500,000,000.

(B) Outlays, $30,400,000,000.

(C) New  direct loan  obligations,
$900,000,000.

(D) New primary loan guarantee commit-
ments, $8,200,000,000.

(E) New secondary loan guarantee commit-

ments, $0.

(11) Health (550):

. 33-486—0
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Fiscal year 1984:

(A) New budget authority, $31,700,000,000.
(B) Outlays, $30,800,000,000.
(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-

ments, $200,000,000.

(E) New secondary loan guarantee commit-

ments, $O.

Fiscal year 1985:

(A) New budget authority, $32,400,000,000.
(B) Outlays, $33,500,000,000.
(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-

ments, $200,000,000.

(E) New secondary loan guarantee commit-

ments, $0.

Fiscal year 1986:

(A) New budget authority, $36,200,000,000.
(B) Outlays, $35,800,000,000.
(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-

ments, $200,000,000.

(E) New secondary loan guarantee commit-

ments, $0.

Fiscal year 1987:

- 33-486—uy
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(A) New budget authority, $39,000,000,000.

(B) Qutlays, $38,500,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-

ments, $200,000,000.

(E) New secondary loan guarantee commit-

ments, $0.
(12) Medical Insurance (570):
Fiscal year 1984:

(A) New budget authority, $62,500,000,000.
(B) Outlays, $59,900,000,000.
(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-

ments, $0.

(E) New secondary loan guarantee commut-

ments, $0.

Fiscal year 1985:

(A) New budget authority, $71,500,000,000.
(B) Outlays, $67,100,000,000.
(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-

ments, $0.

(E) New secondary loan guarantee commuit-

ments, $0.

Fiscal year 1986:

J. 33-486—0
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(A) New budget authority, $84,200,000,000.

(B) Outlays, $74,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $99,900,000,000.

(B) Outlays, $83,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.

(13) Income Security (600):

Fiscal year 1984:

(A) New budget authority,
$118,400,000,000.

(B) Outlays, $97,100,000,000.

(C) New  direct loan  obligations,
$1,000,000,000.

(D) New primary loan guarantee commit-

ments, $14,700,000,000.

J. 34860
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(E) New secondary loan guarantee commit-
ments, $0
Fiscal year 1985:

(A) New budget authority,
$145,100,000,000.

(B) Outlays, $113,200,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $14,700,000,000.

(E) New secondary loan guarantee commit-
ments, $O.
Fiscal year 1986:

(A) New budget authority,
$154,900,000,000.

(B) Outlays, $119,000,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $14,700,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority,
$164,400,000,000.

(B) Outlays, $124,300,000,000.

(C) New direct loan obligations, $O.

J. 33-486—0



W o -1 O W D DD e

I T S S O S R T
ﬁ%%uowwqmmﬁwwr—xcp

i

XXIX

25

(D) New primary loan guarantee commit-
ments, $14,700,000,000.

(E) New secondary loan guarantee commit-
ments, $0.

(14) Social Security (650):

Fiscal year 1984:

(A) New budget authority,
$175,000,000,000.

(B) Outlays, $179,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget authority,
$199,800,000,000.

(B) Outlays, $190,300,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.

Fiscal year 1986:

33-486—0
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(A) New budget authority,
$215,900,000,000.

(B) Outlays, $202,700,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $O.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority,
$229,100,000,000.

(B) Outlays, $217,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.

(15) Veterans Benefits and Services (700):

Fiscal year 1984:

(A) New budget authority, $26,100,000,000.

(B) Outlays, $25,800,000,000.

(C) New  direct loan  obligations,
$1,300,000,000.

(D) New primary loan guarantee commit-

ments, $18,700,000,000.

1. 33486—0
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(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget authority, $26,800,000,000.

(B) Outlays, $26,200,000,000.

(C) New  direct loan  obligations,
$1,200,000,000.

(D) New primary loan guarantee commit-
ments, $22,900,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $27,000,000,000.

(B) Outlays, $26,700,000,000.

(C) New  direct loan  obligations,
$1,000,000,000.

(D) New primary loan guarantee commit-
ments, $25,500,000,000.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $27,600,000,000.

(B) Outlays, $27,300,000,000.

() New  direct loan  obligations,
$900,000,000.
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1 (D) New primary loan guarantee commit-
2 ments, $28,800,000,000.
3 (E) New secondary loan guarantee commit-
4 ments, $0.
5 (16) Administration of Justice (750):
6 Fiscal year 1984:
7 (A) New budget authority, $5,800,000,000.
8 (B) Outlays, $5,900,000,000.
9 (C) New direct loan obligations, $0.
10 (D) New primary loan guarantee commit-
11 ments, $0.
12 (E) New secondary loan guarantee commit-
13 ments, $0.
14 Fiscal year 1985:
15 (A) New budget authority, $6,100,000,000.
16 (B) Outlays, $6,000,000,000.
17 (C) New direct loan obligations, $0.
18 (D) New primary loan guarantee commit-
19 ments, $0.
20 (E) New secondary loan guarantee commit-
21 ments, $0.
22 Fiscal year 1986:
23 (A) New budget authority, $6,200,000,000.
24 (B) Outlays, $6,200,000,000.
25 (C) New direct loan obligations, $0.

J. 33-486—0
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1 (D) New primary loan guarantee commit-
2 ments, $0.
3 (E) New secondary loan guarantee commit-
4 ments, $0.
5 Fiscal year 1987:
6 (A) New budget authority, $6,300,000,000.
7 (B) Outlays, $6,300,000,000.
8 (C) New direct loan obligations, $0.
9 (D) New primary loan <guarantee commit-
10 ments, $0.
11 (E) New secondary loan guarantee commit-
12 ments, $0.
13 (17) General Government (800):
14 Fiscal year 1984:
15 (A) New budget authority, $5,300,000,000.
16 (B) Outlays, $5,500.000,000.
17 (C) New direct loan obligations, $0.
18 (D) New primary loan guarantee commit-
19 ments, $0.
20 (E) New secondary loan guarantee commit-
21 ments, $0.
22 Fiscal year 1985:
23 (A) New budget authority, $5,600,000,000.
24 (B) Outlays, $5,400,000,000.
25 (C) New direct loan obligations, $0.
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(D) New primary loan guarantee commit-
ments, $O.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $5,800,000,000.

(B) Outlays, $5,600,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $O.
Fiscal year 1987:

(A) New budget authority, $5,900,000,000.

(B) Outlays, $5,800,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-

ments, $0.

(18) General Purpose Fiscal Assistance (850):

Fiscal year 1984:
(A) New budget authority, $6,800,000,000.
(B) Outlays, $6,800,000,000.

J. 33-486—0
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(C) New  direct loan  obligations,
$300,000,000.

(D) New primary loan guarantee commit-
ments, $O0.

(E)} New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

(A) New budget authority, $6,400,000,000.

(B) Outlays, $6,400,000,000.

(C) New  direct loan  obligations,
$300,000,000.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $6,400,000,000.

(B) Outlays, $6,400,000,000.

(C) New  direct loan  obligations,
$300,000,000.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.

Fiscal year 1987:

J. 33486—0
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(A) New budget authority, $6,700,000,000.
(B) Outlays, $6,700,000,000.
(C) New  direct loan  obligations,
$300,000,000.
(D) New primary loan guarantee commit-
ments, $0.
(E) New secondary loan guarantee commit-
ments, $0.
(19) Net Interest (900):
Fiscal year 1984:
(A) New budget authority,
$109,600,000,000.
(B) Outlays, $109,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-
ments, $0.
(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:
(A) New budget authority,
$124,900,000,000.
(B) Outlays, $124,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-

ments, $0.

J. 33-486—0
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(B) New secondary loan guarantee commit-
ments, $0.
Fiscal year 19§6:

(A) New budget authority,
$141,400,000,900.

(B) Outlays, $141,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantece commit-
ments, $O.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:

(A) New budget authority,
$160,400,000,000.

(B) Outlays, $160,400,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-

ments, $0.

(20) Allowances (920):

Fiscal year 1984:
(A) New budget authority, $700,000,000.
(B) Outlays, $700,000,000.
(C) New direct loan obligations, $0.

J. 33-486—0
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(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:

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

(B) Outlays, $800,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1986:

(A) New budget authority, $2,000,000,000.

(B) Outlays, $2,100,000,000.

(C) New direct loan obligations, $0.

(D) New primary loan guarantee commit-
ments, $0.

(E) New secondary loan guarantee commut-
ments, $0.
Fiscal year 1987:

(A) New budget authority, $3,100,000,000.

(B) Cutlays, $3,300,000,000.

(C) New direct loan obligations, $0.

1. 33-486—0
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(D) New primary loan guarantee commit-
ments, $0.
(E) New secondary loan guarantee commit-
ments, $0.
(21) Undistributed Offsetting Receipts (950):
Fiscal year 1984:
(A) New budget authority,
—$15,200,000,000.
(B) Outlays, —$15,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-
ments, $O0.
(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1985:
(A) New budget authority,
—$33,800,000,000.
(B) Outlays, —$33,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-
ments, $0.
(E) New secondary loan guarantee commit-
ments, $0.

Fiscal year 1986:

J. 33-486—0
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(A) New budget authority,
— $36,700,000,000.
(B) Outlays, —$36,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-
ments, $0.
(E) New secondary loan guarantee commit-
ments, $0.
Fiscal year 1987:
(A) New budget authority,
— $38,500,000,000.
(B) Outlays, ——_$38,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commit-
ments, $0.
(E) New secondary loan guarantee commit-
ments, $0.
MISCELLANEOUS PROVISIONS
Sec. 2. If the Congress has not completed action by
October 1, 1984 on the concurrent resolution on the budget
required to be reported under section 310(a) of the Congres-
sional Budget Act of 1974 for fiscal year 1985, then, for
purposes of section 311 of such Act, this concurrent resolu-
tion shall be deemed to be the concurrent resolution required

to be reported under section 310(a) of such Act.

J. 334860
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SEC. 3. No bill or resolution providing new discretion-
ary budget authority or new spending authority described in
section 401(c)(2)C; of the Congressional Budget Act of
1974, for fiscal year 1985, which exceeds the appropriate
allocation of new discretionary budget authority or new
spending authority described in section 401(c)2)(C) of the
Congressional Budget Act of 1974 shall be enrolled in the
House of Representatives, and no bill or resolution providing
new budget authority or new spending authority described in
section 401(c)2)(C) of the Congressional Budget Act of
1974, for fiscal year 1985, which exceeds the appropriate
allocation of new budget authority or new spending authority
described in section 401(c)(2)(C) of the Congressional Budget
Act shall be enrolled in the Senate, until after the Congress
nas completed action on the second concurrent resolution on
the budget required to be reported under section 310 of such
Act or until Getober 1, 1984, whichever comes first.

SEC. 4. For the purposes of this resolution, budget au-
thority shall be determined on the basis applicable for fiscal

year 1984.
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REPORT
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ADDITIONAL AND MINORITY VIEWS

[To accompany S. Con. Res. 106]

The Committee on the Budget submits the following report, ac-
companying the First Concurrent Resolution on the Budget setting
forth the Congressional Budget for the United States Government
for the fiscal years 1985, 1986, and 1987, and revising the Congres-
sional Budget for the United States Government for the fiscal year
1984, pursuant to the Congressional Budget and Impoundment Con-
trol Act of 1974 (Public Law 93-344).






Chapter 1. INTRODUCTION

The First Concurrent Resolution on the Budget for ¥Y 1985, as
recommended by the Committee on the Budget, continues the poli-
cies of fiscal restraint, re-ordered priorities, and deficit-reduction
that characterize the Committee’s recommendations for the past 3
years. In its recommendations since the FY 1982 budget, the Com-
mittee has stressed a slowing in the growth of domestic program
costs, reform of programs in order to get more services for tax dol-
lars, and re-building what was a seriously neglected national de-
fense structure during the decade of the 1970’s. The recommenda-
tions approved by the Committee this year reaffirm these policies.

The Committee’s recommendations this year would cut projected
deficits by $144 billion during the FY 1984-87 period. This follows
recommendations in earlier budgets that envisioned deficit reduc-
tions of almost $300 billion between FY 1982 and 1986. Despite the
Committee’s prior-year recommendations, most of which have been
approved by Congress and implemented, projected deficits in the 3
years ahead amount to more than $710 billion. A serious recession
that caused a rapid increase in entitlement spending and reduced
revenues dramatically has given the Nation deficits of historic
magnitude. Despite the pressures of an election year, the Commit-
tee believes that its budget, admittedly only a downpayment on our
geﬁcit problems, is a crucial step and should be adopted by the full

enate.

The Committee’s deliberations were complicated by a rapidly
changing economy. In the middle of Committee consideration, the
administration released its April up-date of the economy. This up-
date revealed that the economy is growing more rapidly than most
forecasters predicted: unemployment is lower than anticipated, in-
flation has remained low, growth is stronger than most thought,
and Americans are more confident than at any time in the past
decade. The Committee, however, did not up-date its economic and
technical assumptions for the new reality of a growing economy.
Thus, cutting $144 billion from projected deficits using the Congres-
sional Budget Office (CBO) economic forecast yields remaining defi-
cits of $180.7 billion in FY 1985, $185.6 billion in FY 1986, and
$203.5 billion in FY 1987.

THuE ProPOSED BUDGET

The Committee budget resolution is a beginning step toward ad-
dressing the projected burgeoning Federal deficits. Federal deficits
will be reduced by $143.7 billion over the period FY 1984-87. Feder-

3



4

al deficits will be reduced as a percentage of the GNP from 5.3 per-
cent in FY 1984 to 4.4 percent in FY 1987—a reduction of almost
one-fifth. The Committee budget resolution is based on two con-
cepts—realism and shared responsibility.

First, the budget resolution is realistic. The assumptions em-
bodied within the resolution encapsulate current legislative activi-
ties underway to reduce projected deficits. The reported resolution
also reflects legislative activities that can realistically be accom-
plished before the end of this session of Congress. Future action
will obviously be required to address the deficit issue, but the Com-
mittee budget resolution makes an honest and fair assessment of
what can be accomplished with its resulting impact in FY 1985 and
beyond.

Second, the budget resolution is based on the general concept of
shared responsibility. Reducing the current and projected Federal
deficits will require sacrifices from all spending sectors of the Gov-
ernment including national defense programs, nondefense discre-
tionary programs, and entitlement programs. Federal taxpayers,
corporate and individual, will also share in that responsibility
through increased tax payments.

The reported resolution makes balanced recommendations in
three major areas of budget policy:

(1) Defense Spending Restraint.—The Committee resolution en-
compasses defense spending reductions totalling $56.8 billion in
budget authority and $40.2 billion in outlays below the President’s
request (or $7.2 billion in outlays above the CBO baseline for 4
years). It assumes real growth in national defense budget authority
averaging 5.4 percent annually over the period FY 1985-87 using
CBO assumptions, and it returns defense spending to less than 7.2
percent of GNP and 30.4 percent of estimated total Federal outlays
in FY 1987.

(2) Nondefense Spending Restraint.—The Committee resolution
includes nondefense spending reductions totalling $37.4 billion. In-
cluded within these savings are provisions as follows:

—Entitlement and discretionary spending savings included in
the Deficit Reduction Act of 1984 that was being debated on
the Senate floor during the resolution markup.

—Savings in the Omnibus Budget Reconciliation Act of 1983
(H.R. 4169) adopted by the Senate on April 5 and signed by the
President on April 18.

—Savings provisions in S. 2062, the Omnibus Reconciliation Act
of 1983 that were not included in the recently passed House
bill (H.R. 4169). This includes veterans provisions, civilian pay
raises, military retirement accounting changes, and small busi-
ness provisions.

—Savings in the Agricultural Programs Adjustment Act of 1984
(H.R. 4072) recently passed by both Houses of Congress and
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signed by the President on April 10, during the Committee
markup of this resolution.

—Savings in S. 2522, a bill recently reported by the Senate Bank-
ing Committee that would decrease outlays in FY 1985 by in-
creasing the capitalization of the National Credit Union Share
Insurance Fund.

—A 1-year freeze on all nondefense discretionary programs. For
FY 1985, aggregate budget authority or program levels for
these programs would be set at their present FY 1984 levels.

After FY 1985, this aggregate level would be adjusted for infla-
tion as contained in the CBO economic forecast.

(3) Increased Revenues.—The Committee resolution includes $48.3
billion in revenue increases in FY 1984-87 from the enactment of
the Deficit Reduction Act of 1984. That bill includes provisions re-
lated to deferral of certain tax reduction measures, tax-exempt
leasing, certain corporate tax provisions, partnership provisions,
depreciation and other accounting changes, excise taxes, capital
gains, changes to the earned income tax credit, and other miscella-
neous reventue provisions.

BUDGET SUMMARY

Table 1 summarizes the changes from projected baselines for rev-
enues, outlays, and deficits as a result of the policy changes as-
sumed in the resolution. As a percent of GNP, the baseline deficits
would increase from 5.4 percent in FY 1984 to 5.8 percent in FY
1987. Under the resolution, deficits as a percent of GNP will de-
crease to 5.3 percent in FY 1984 and further decline to 4.4 percent
by FY 1987,

Table 1

SUMMARY OF CHANGES FROM BAS'ELIN.E IN FIRST BUDGET RESOLUTION AS
REPORTED BY THE SENATE BUDGET COMMITTEE

[In billions of dollars]
FY FY FY FY Tl
1984 1985 1986 1987 15847
Revenues:
Baseline................ . . e 663.0 733.0 794.9 863.5
Proposed Increases... ........coceveevvreeee. +24 4107 4161 419.1 +48.3
Reported resolution..............c..coorerriircarnrnrnnene 665.4 743.7 811.0 882.6
Outlays:
Baseline 1. ..........cooooover e, 895.7 939.7 1,099 11,1325
National defense ...........coocccecrcevirccrvcnne. —6.0 =160 182 —40.2
Entitlements and other mandatory
PrOBIAMS.........oocomereremmrrnrnnss seceimmeemseres =01 —46 —35.6 —9.2 —194
Nondefense discretionary programs....... —-0.1 3.1 —-56 ~1.1 —15.9

Netinterest..... ..o .. —0.1 —16 —~53 —10.8 —17.8
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SUMMARY OF CHANGES FROM BASELINE IN FIRST BUDGET RESOLUTION AS
REPORTED BY THE SENATE BUDGET COMMITTEE—Continued

[in bilicns of doflars]

FY FY FY FY Teta
198 1985 1986 1987 198447
Offsetting receipts oo +(*) - 1.0 —11 21
Total outlay savings ............... -03 153 335 464 954
Reported resolution.........c.coc..occececcmmemmenrsnceenn: 855.3 9244 996.6 1,086.1 3
Deficit:
Baseline 1. ..o 192.7 206.7 2350 269.0
Proposed changes ... v =& 289 486 658 1437
{Proposed changes mmmg 888
baseline for defense).... e (40.6) (~165) (~315) (-4L7) . (-83.))
Reported resolution...........ccornevecccinccciinneee. 189.9 180.7 185.6 2035
Imcaohmmmmmhwun’s request {not re-estimated by CBO) for defense, plus interest
adjostment to take account of the defemse change. This is consistent with the baseline used by the House Budgel

Committes in #s marip of the Firs! Bodpe! Resoivtion whirh was sabsequently sdopied by the fi Mouse of Representatives
* Legs than $50 rilfion.

Note .—Detaiis may not add fo totals due to rounding.

Table 2 shows the proposed allocation of the budget resolution
among the Federal budget functions. The table includes both
budget authority (BA) and outlay (O) assumptions for each func-
tion. Federal public debt, also included in table 2, increases from
$1.6 trillion in FY 1984 to $2.4 trillion by FY 1987.
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Table 2

FIRST BUDGET RESOLUTION FOR FY 1985 AS REPORTED BY THE SENATE BUDGET COMMITTEE
[In billions of dollars]

Function FY 1384 FY 1985 FY 1986 FY 1987

050; NZLIONAT DBFENSE ..ot et ss s s esssaes b s b s b s s smeat 5 sar e sb s b S a7 P e 52 bbb b s am b b anaa s asb s seasasant s BA 265.3 299.0 333.7 3720
0 23715 266.0 294.6 330.4

150; INTEINALIONAI AHAITS ........ooooceieieee et vt ae s sabars R r bbb bt bbb st b b e r e Eai b se R b B+ e e S bas bbb e bee bbb ban e brer e ban s ren e e s anses BA 21.0 15.2 16.3 17.1
0 12.0 13.0 12.2 125

250: General Science, Space, aNd TECANOIOZY ............coccovrviircrre st s st st s et s nsasaranas BA 8.5 8.5 8.6 89
0 8.3 8.4 85 8.7

270 EMBEZY ..ov.vvvvereeeersesesassecseassssmseaesss esasesseesss e cereseeesse ot b e £ £ AR TSRS 4R Rse mReEnere BA 30 4.1 4.0 4.0
0 30 3.8 39 38

300: Natural Resources and ENVIFOMMENT ...........cc.coo. oo eieic v eseassessessesseasesessosossoesossssssmsenteessessias stesasssosscsesmssssnrmsesessssns BA 1.6 11.6 12.0 123
0 123 117 11.8 11.8

3500 AGTICUIUTR.........ooueeeoe et ene s rioes et s reeses bt s sees st ssos et A e bR RS AR e SRk b A R SR 48 e s BA 45 15.6 14.5 134
0 10.4 15.8 144 13.2

370: Commerce and HOUSING Credit ... sres e s sssve s sas s ss st 0s aacsssssssseamst s rsirans s res BA 5.6 6.4 6.3 1.7
0 4.0 1.6 2.2 34

Q00; TRANSPOTATION............vcvieiecr s vt et es e b s b SRRttt BA 29.3 28.8 30.0 31.1

0 25.7 26.9 284 29.5



FIRST BUDGET RESOLUTION FOR FY 1985 AS REPORTED BY THE SENATE BUDGET COMMITTEE—Continued

[in billions of doftars]

Function FY 1984 FY 1985 FY 1986 FY 1987
450: Community and Regional DEVEIOPINENL...............comiiiir et oot eemsiase s eee s s b s s bse sttt sssnsns e snare s asnsesars BA 1.2 6.9 15 18
0 7.7 8.2 8.0 81
500: Education, Training, Employment, and SoCIal SEIVICES..........ccoeoivreceierictrecr it b s BA 313 289 30.2 315
6 28.1 29.0 29.3 304
B0 AN ...t et v v s e e s e ee st 2o Aot et et stasseneeta et st taam ot 4R aeee 14 Aes 4RSSt H s ARt R s eRae ek ekt h s enb s BA 317 324 36.2 39.0
0 30.8 335 358 85
70, M BICal IOSHIANCR .o oo oe e see s remes e ss e ee e s eeres v s s s et s enep i abeeasss s sesens snssserensssrssissansssrsansiacnsrnisess DR 62.5 715 84.2 99.9
0 59.9 67.1 74.1 83.1
B00: INCOME SBOUMRY ..ottt e ae s ases e et s bt b bbbt 000 S4asbakE 08 S4nb s etmtcseby et e nm bt s b o BA 118.4 145.1 154.9 164.4
0 §7.1 113.2 1190 124.3
650: SOCIAl SBOUMEY....coovveecriteecrieeee et et r e eeer oottt ares et r s eaee BA 175.0 199.8 2159 229.1
0 179.4 190.3 202.7 217.1
700: Veterans Benefits and Services.................... .. BA 26.1 268 278 276
0 25.8 26.2 26.7 273
T, ARSI AN OF JUSTOR. oo oo cter e e eeeeeeer e e v o st es s st e s s s e res e tarsr st oo r e ssetsen s s SA e e PR Attt ra s rennes BA 5.9 6.1 6.2 6.3
0 5.9 6.0 6.2 6.3
B00: General GOVBINIIIONE o e et e e e e ettt tesessetvaerses s esanessessantresnasrsasssires DBV 5.3 5.6 5.8 59
0 55 54 5.6 5.8



850: General Purpose Fiscal Assistance .............. .c.cccooeen U i e s e ———————— BA
0

GO00: Nt INBFBSE.........oo et s oo sarareeea e Sanr b aes o s bR s RR e e R A44SR R RN 44 et et n ekt BA
0

0207 AIOWANCES..........c...ovvirevrriieiiiriiis ciemreiseisvessssssessesbrassbansecs o2 4assns st seatssas s sa s eaeEsennAee TR e S e aR AT As a4 SE st A8 eS e R R RO RS e TR b ae S n b b e bt BA
0

950: Undistributed OffSEttINg RECEIPES ... et b et as et sn b s s b st BA
0

Total.... s . BA
0

Revenues...

B e e T T T TR T PR YR T Y

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

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

6.8 6.4 6.4 6.7

6.8 6.4 6.4 6.7
109.6 124.9 1414 160.4
109.6 124.9 141.4 160.4
0.7 0.8 20 il
0.7 0.8 2.1 33
—~152 338 —367 385
—152 —-338 367 —385
9141 1,010 11064  1,209.7
855.3 924.4 936.6  1,086.1
665.4 743.7 811.0 882.6
189.9 180.7 185.6 203.5
15962 18433 21053 23949
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RESoOLUTION AND NONDEFENSE APPROPRIATIONS

The reported budget resolution assumes a freeze on aggregate
discretionary nondefense budget authority (or program level, where
relevant) for FY 1985. The resolution’s functional totals reflect this
aggregate freeze.

It is not the intent of the Committee to impede the critical re-
sponsibility of the Appropriations Committee (pursuant to the
normal procedures of section 302(b) of the Budget Act) and the
Senate to allocate nearly $138 billion in nondefense discretionary
budget authority among hundreds of accounts and programs on the
basis of comparative needs and priorities.

PusLic DEBT

The Committee resolution provides for public debt subject to
limit of $1,596 billion in FY 1984, $1,843 billion in FY 1985, $2,105
billion in FY 1986, and $2,395 billion in FY 1987. The increases in
the Federal debt held by the public (which is approximately equal
to the change in public debt levels less the effects of changes in
trust fund balances) are $247.1 billioh in FY 1985, $262.0 billion in
FY 1986, and $289.6 billion in FY 1987. The increase in Federal
debt held by the public is an appropriate measure of the effect of
changes in the public debt on credit markets.

CrepiT BUDGET

The Committee resolution includes nonbinding credit levels for
new direct loan obligations, new loan guarantee commitments, and
new commitments to guarantee secondary market instruments.
The credit levels specified in the resolution reflect the policies em-
bodied ini the overall spending plan. Discretionary credit programs
for FY 1985 remain unchanged from their FY 1984 levels, and enti-
tlement credit programs reflect the resolution’s underlying entitle-
ment spending program assumptions.

In FY 1985, new direct loan obligations are $36.7 billion, new
loan guarantees are $110.8 billion, and secondary loan guarantees
are $68.3 billion in the resolution.

REVISION OF SECOND BUDGET RESOLUTION FOR FY 1984

The resolution revises the aggregate and functional totals provid-
ed in the Second Budget Resolution for FY 1984. The Second
Budget Resolution for FY 1984 took effect automatically on October
1, 1983, as a result of a provision in the First Budget Resolution for
FY 1984. Section 5(a) of that resolution (H. Con. Res. 91) provided
that if Congress had not by October 1, 1983 explicitly adopted a
Second Budget Resolution for FY 1984, the First Budget Resolution
would be converted automatically to a Second Budget Resolution.
Implementation of section 5(a) was in fact the course followed by
Congress in the fall of 1983.

Many changes have occurred in the budget outlook since the
adoption of the First Budget Resolution for FY 1984. This resolu-
tion updates the revenue and spending estimates and provides for
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the spending levels which the Committee believes appropriate in
FY 1984. Adoption of the conference report on the First Budget
Resolution for FY 1985 will supersede and replace H. Con. Res. 91.

MISCELLANEOUS PROVISIONS

Automatic Second Budget Resolution.—Section 2 of the resolu-
tion provides that if Congress has not enacted a Second Budget
Resolution for FY 1985 by October 1, 1984, the First Budget Resolu-
tion for FY 1985 will automatically become the Second Budget Res-
olution for that fiscal year.

Deferred Enrollment.—Section 3 of the resolution provides that
nc bill or resolution which would cause allocations for FY 1985 of
new budget authority or new entitlement authority to be exceeded
will be enrolled until Congress completes action on a Second
Budget Resolution for FY 1985, or until October 1, 1984, whichever
occurs first. This enforcement mechanism is expressly provided for
in section 301(b)(1) of the Congressional Budget Act.

Determination of Budget Authority.—Section 4 of the resolution
states that for the purposes of evaluating legislation relating to FY
1985, the budget authority represented by such legislation shall be
determined using the same techniques as were used with respect to
FY 1984. This section thus ensures continuity in scorekeeping.

EconoMmic ASSUMPTIONS

The following economic assumptions were used by the Committee
in formulating this resolution. These assumptions are the same as
the Congressional Budget Office January economic forecast re-
leased on February 7, 1984,

BASELINE ECONOMIC ASSUMPTIONS

1984 1985 1986 1887
CALENDAR YEARS
Percent growth over prior year:
REAl GNP ... .... oo etcs s remase s s senene e s san 5.4 4.1 35 35
GNP deflator ..........ocrcrrecerenconnreeccrannernsssinessersressssssescsssestossassenas 4.7 5.1 49 47
CPI—W ...ttt senenas e nenss s 4.5 5.0 4.9 4.7
Average rate:
Unemploymentl............icmrsnimeneecssererssssssssssssnssssnsesosnes 7.8 1.3 1.0 6.8
91-day Treasury bills ..............cccoervmmnrcrrenrinnmenniensssessesessssesesns 89 8.6 8.4 82
FISCAL YEARS
Percent growth over prior year:
REAN GNP ... ccomsssirensseeeans cetseimiessaseensersraessanesrenens 5.7 43 36 35
GNP deflator ...t 44 5.2 5.0 4.8
CPI-W 4.0 5.0 49 48
Average rate:
Unemploymentl ... oo 8.1 74 190 68
91-day Treasury bills .........ccooovreree.... et e e e 89 8.7 84 83

VAN ciiltan workers



12

BASELINE ECONOMIC ASSUMPTIONS—Continued

The Congressional Budget Act of 1974 requires the President to
transmit to the Congress by April 10 of each year a report updat-
ing the budget. That report was received during the Committee’s
deliberation on the resolution. The economic assumptions in that
report revised those included in the administration’s February
budget estimates. The revised economic assumptions reflect some-
what higher GNP, reflecting the faster than anticipated real
growth in the first quarter of 1984; a slightly lower unemployment
rate; and somewhat higher interest rates (see the following table).

ADMINISTRATION APRIL UPDATE

1984 1085 1986 1887

CALENDAR YEARS

Percent growth over prior year:
REAI GNP ....o.oorie st res st censsbases e cnsenins 59 41 4.0 4.0
GNP deflator ..ot 44 4.8 45 4.2

Average rate:

Unemployment b ..o e e R 7.6 14 7.0 6.6
91-day Treasury bills ... o e e 8.9 8.0 7.1 6.2

FISCAL YEARS

Percent growth over prior year.
GNP deflator ...t cenvenreniaes 42 4.8 46 43

Average rate:
Unemployment 1 ..o e 18 74 7.1 6.7
91-day Treasury bills .........cc.....cooooeeee e 89 83 73 6.4

LAIf civilian workers.




Chapter 1I. ECONOMICS

COMMITTEE RECOMMENDATION

The budget resolution adopted by the Committee contains signifi-
cant reductions in Federal budget deficits in FY 1985 and beyond.
The FY 1985 budget resolution would reduce budget deficits by
$25.9 billion in FY 1985, $49.6 billion in FY 1986, and $65.5 billion
in FY 1987.

These reductions in future budget deficits represent an impor-
tant step in a series of larger, longer term actions that will be re-
quired next year and, probably, for several years to come. It is the
Committee’s hope that expeditious action to implement budget sav-
ings through legislation will represent an important signal to fi-
nancial markets that the proposed deficit reductions are real, not
symbolic, and will have a material effect in reducing Federal bor-
rowing needs next year.

During the past 3 months, interest rates rose sharply because fi-
nancial markets were concerned about Federal Reserve “tighten-
ing” of monetary policy and the effect of current policy budget defi-
cits on interest rates. Recently interest rates appear to have stabi-
lized and even declined somewhat. The Committee believes that the
budget actions recommended in this budget resolution will help
reduce interest rates further. Table 1 summarizes the Committee’s
recommendations.

(13}



Table 1

BUDGET PROJECTIONS
[In billions of dollars)

Actusl Recommendation Projection
FY 1983 FY 1984 FY 1985 FY 1986 FY 1967  FY 1988  FY 1989
OUEIAYS ...t raes s ss s sessens €6 eat s seaes e b bR RS e Shs R R s 796.0 855.3 924.4 9966 10861 11858 12781
REVOMUES .........oo.oeooveeeeeseseeeoseseeesseesssseesressasesssemees s s e e eeeesetetbss s b s bssee et ases oSt ebene ke s st e mecrenraaenas bisirisans 600.6 665.4 743.7 8110 882.6 965.1  1,036.9
SUPPIUS () OF AEFICIE (— ) ..covvoreereee ettt s ass b 195.4 189.9 180.7 185.6 2035 220.7 241.2
Public debt SUBJEEE 10 ML .................coccciveimmivimiisinnisscmsnen s st 13780 15962 18433 21053 23949 27217  3,0820
Tax change from CUITENt JaW ..............ooceerveeeieencmirine e snsecsnrecersnennes e 2.8 +10.7 +16.1 +19.1 +20.0 +21.1
Outlays as a percent of GNP ........................ 24.7 24.0 23.6 234 23.6 238 238
Revenues as @ Percent of GNP...................ccoo.oocciv v ssab b seees 18.6 18.7 19.0 19.1 19.1 19.4 19.3
GrOWEh in OUIAYS (PEICEALY.........cvvoeeeeeereeeeerc et re v sasnesias eesesessssmnenes sesbsesssibessisisersibens 93 7.4 8.1 18 9.0 9.2 7.8
Adjusted for INflation..................cooocve ot 4.7 34 22 24 3.7 4.0 2.8
Growth in revenues (PErCANt)............cccooviiviiiee o e © et e e —28 10.8 11.8 9.0 3.8 9.3 1.4
Adjusted for INFLAION..........cooooov it e« e —6.8 6.1 6.3 39 38 46 29
Growth in public debt (percent) ..o, e e ———— 205 15.5 15.5 14.2 13.8 13.6 13.2
GNP ..o eee s renes e am s easmssesene esviemstests ee v ersesiesenriniens e+ e ee aessessrecensssanenes 32288 35630 39090 42514 46116 49867 53793

14!
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EcoNnoMic ASSUMPTIONS IN THE BUDGET RESOLUTION

Table 2 shows the economic assumptions used to develop the
spending and revenue estimates in the recommended budget reso-
lution. These economic assumptions were developed by the Con-
gressional Budget Office (CBO) last January and are the same as
the baseline assumptions presented in the CBO annual report.
These are also the same economic assumptions that were used in
the House-passed budget resolution except that the House included
fourth quarter GNP revisions.

Table 2

ECONOMIC ASSUMPTIONS USED IN DEVELOPING THE COMMITTEE

RECOMMENDATION
[Calendar years)
Actual!
1983 1984 1985 1986 1987 1988 1983
GNP: ($ billions)............. 3,309.7 36512 39948 43390 47037 50835 54805
Percent change,
annual..........cc.co.e.... 1.7 10.3 924 8.6 8.4 8.1 1.8
Real GNP:
Percent change,
annual..................... 33 5.4 41 35 35 34 33
GNP deflator:
Percent change,
annual.........coeeeeenne. 4,2 4.7 5.1 49 4.7 45 43
CPl-W:
Percent change,
anaual ... 31 4.5 5.0 49 4.7 4.5 43
Unemployment rate,2
annual average............ 9.6 7.8 1.3 1.0 6.8 6.6 6.5

3-month T-bill rate,
annual average............ 8.6 89 8.6 8.4 8.2 8.0 78

' Thesa basefine economic assumgtions do not reflect fourth quarter GNP revisions.
LA civilian workers,

The economic assumptions in the budget resolution reflect a
stable expansion with 3.8 percent average real growth over the 7-
year period 1983 to 1989. This is consistent with postwar experi-
ence in which the average growth rate for the 7 years following a
recession averaged 4.0 percent. The inflation rates and interest
rates in the baseline are projected to remain relatively steady
through 1985 and then decline slightly. Real interest rates, howev-
er, remain very high relative to postwar experience (6.0 percent for
long-term real bond rates) as a result, in part, of large and growing
current policy budget deficits.
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ReEceNnT EconoMic DEVELOPMENTS

Since January, it has become apparent that the economy is
stronger than most economists expected. Real growth for the
fourth quarter, initially reported at 4.5 percent, was revised up to
5.0 percent in the latest revision released last month. All of the
upward revision in the fourth quarter was in final sales—a very
good sign. The momentum of the recovery actually appeared to ac-
celerate in January and February—with a very strong showing in
housing, autos, retail sales, new orders (particularly for capital
goods), and industrial production.

The Commerce Department’s “flash’ estimate indicates that real
growth may have topped 7 percent in the first quarter. The higher
than expected growth rate was due to continued growth in final
sales in the first quarter and an acceleration in farm inventories.
Taking the fourth quarter revisions and the first quarter “flash”
together, the economy is doing better than expected in almost
every sector except trade. The Nation’s trade deficit grew at record
rates in January and February—but the strength in the domestic
economy continued to compensate for it.

In the past couple of weeks, however, it is apparent that the
“boom”’ conditions of the first few months of the year have tapered
off. We have only some of the data from March, but auto sales
have moved back in line and total retail sales actually declined,
primarily as a result of the reduction in auto sales. Housing starts
have also tapered off, falling to an annual rate of 1.64 million units
in March. Some of the slowdown is thought to be weather related
and due to seasonal factors. The unemployment rate also leveled
off in March after big job gains in January and February. Hours
worked were also down a little which suggests somewhat slower job
gains in April.

Although growth is better than expected, interest rates are
higher than the CBO baseline. After remaining under 9 percent
through February, Treasury bill rates are about three-quarters of a
point higher today than they were a month ago. The prime rate
has gone up a full percentage point in the last 2 weeks and long-
bond rates are also higher. The rise in rates is the result of a con-
cern over a possible tightening by the Federal Reserve and the pes-
simistic outlook for Federal deficits under current budget policy. In
fact, the fed funds rate, which is an important indicator of Federal
Reserve policy, has increased about half a percentage point in the
past month. On April 6, 1984, the Federal Reserve raised the dis-
count rate one-half of 1 percentage point. Interest rates are now de-
clining from recent peaks but they are still higher than the CBO
baseline assumptions.

COMPARISON OF EcoONOMIC FORECASTS

Recent trends toward higher growth and higher interest rates
are reflected in the administration’s April budget update. The ad-
ministration raised its projections of nominal and real growth
upward, and lowered its projections for the unemployment rate.
The administration has also revised its interest rate forecast
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upward for 1984 and for the first half of 1985. Interest rates in the
out-years remain unchanged.

The higher growth rates in the new administration forecast re-
flect the effects of including fourth quarter GNP revisiocns and the
Commerce Department’s “flash” estimate of GNP growth for the
first quarter in the administration’s original forecast. In fact, most
other economists have revised their projections for real growth in
1984 upward to account for the higher than expected growth in the
first quarter. Other forecasts have also reduced projections for the
unemployment rate in line with the administration’s estimate and
have raised the projected level of interest rates. The administra-
tion’s interest rates are still lower than other forecasts except for
CBO’s. Table 3 compares recent economic forecasts to the adminis-
tration’s April revisions and to the CBO baseline. Table 3 shows
that there are significant differences between the economic as-
sumptions in the budget resolution and other forecasts. The CBO
baseline economic assumptions developed in January 1984 show
lower growth rates for 1984 and higher unemployment rates than
other private forecasts now project. Interest rates in the budget
resolution baseline are also lower than other forecasts.

Table 3

COMPARISON OF FORECASTS

[Calendar year average]

1984 1385 1986

Nominal GNP (percent change):
Blue Chip (4/10/84).............covvrreeenemvrerrrrnssrsrssesens rresessens s seasstsetas NA NA NA
Chase Econometrics (3/26/84) .............. vrvenenene 10,0 83 9.2
Data Resources (3/28/84) ... nionssssssnesnseene 10.2 18 83
Merrill Lynch Economics (3/12/84)........covovevevevieecseeccresecisnserreeene. 10,8 9.3 NA

Wharton (3/23/84) ............ reereseonsesssnssssssesessessssssssmnsesneeneenes 108 8.7 6.6

AVEFAZE...........ooreerce e naessvssrsssssstssssssssssssmsrmsssssssssssssssrosnsesersss 10 85 8.0
Administration April update (3/21/84) ............ccccommmerircveesiieirrsi e 10.6 9.1 8.7
CBO (1/17/88) ... sesesssessensensoos 10.3 9.4 8.6

Real GNP (percent change):
Blue Chip............cccovmeeeeeceeerere e 5.7 3.2 NA

Chase ECOMOMELIICS .........oc..cveceeccecrnrsecscsemnereeeeseeeeess s s secoasmeseesemeeeeeesassraseos 5.9 25 28
Data RESOUTCES.............c.coeivrerree sttt bsens s snses e sessosnasenesreson 5.7 2.7 2.7
Merrill Lynch ECONOMICS ...........covoveciernirnreessnmmre s escmsesns e ssssssssessosssrssans 3.6 31 NA
Wharton...............co....... 6.1 29 0.6

AVEIAGE.............ooereeerrcesssrsrascsessssrrmsss s sess s ssss s sassssonsessssas e 58 29 20

Administration April update..........c.coeccommmverrrrrrsvmsmmerenrerriserssnieernne e 9.9 41 40

GNP deflator (percent change):
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COMPARISON OF FORECASTS—Continued

[Calendar year average]

1984 1985 1986

Chase ECONOMERTICS ...ttt et s assn s saens 39 5.7 6.2
Data RESOUFCES. ........ccco oot ctiterrcreeecemsress s ssssnserarsbsssessmcesesnenssesessssmsesensasnsnaras 4.2 49 55
Merrill Lynch Economics ....... ...... e b 4.7 6.1 NA
WRAMON........oo e s st e st sesa s e sseso e 45 5.7 5.9

AVETARE ........coonrreertecree e sesesteaeessess e veassnns 44 5.6 59

Administration April update..................covmeeecveeee e eer e 44 4.3 45

Consumer Price Index (percent change):
Blue Chip.......ccconervvrneecene 49 59 NA
Chase ECOMOMELTICS .......cc.... woecorecrrir e essersissesssssae s s ensenmssansones 4.8 5.5 6.3
Data ReSOUTCES...........o.veeeeeeeeeececer e rneenens 438 52 54
Merrill Lynch Economics..... . 5.2 6.1 NA
WHharoN.............oooo e sr e se b s st reaes 4.7 5.6 5.8

AVBTARE.........oooreee et sssses s as s sass e a s bt sr s saes 49 5.7 5.8

Administration April update ..., 4.1 4.6 45
CBO Ittt ba e e st aresp s 45 5.0 49

Unemployment rate (percent):
BIUR CRIP........ooomeeeeee ettt ettt ees st ess s e e b seees 15 7.2 NA
Chase ECONOMERTICS ... ecrirerire e casenssesecasasnarsmassessasesessasranes 13 15 1.7
Data ReSOUTCES..............ceceee et e es e eaesens 1.5 7.2 74
Mertill LyRch ECONOMICS .......co.c.oveeeecrrrenrcrnrrcirrcmecensrssnscssssensrssasonseressessssesonns 1.7 1.6 NA
Wharton ..ot e ere e s e an s 7.5 1.2 14

Average....... 7.6 1.3 15

Administration April update ... 1.6 74 740

3-month Treasury bill rate (percent):
BIUR CRIP.......ecoevceceectecseerreric et s s semsenessssssessanaranssassnsssssansesesessecsensinoes NA NA NA
Chase ECONMOMERIICS ... s et st e teraspsbes s scsnene 95 114 94
Data ReSOUNCES..........cc.oveveveviererersenassrrnnaones resmerernnnesaneens 8.8 9.3 87
Merrill Lynch ECONOMICS ..........o..coeeintereemiectecissesressvesscersenrrssesssssmsesssonssenes 8.8 113 NA
WRATON ...ttt rratss s sse e e snsrass s seas e b ses R saR g e am e enmrseracon 9.9 11.8 118

Average..............cccoevveurueeen ST ROUUTUOURUROTOPUOOR 9.3 11.0 10.0

Administration April update... : PP % 8.0 11

L CP-W.
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Economic ASSUMPTIONS AND BUDGET QUTCOMES

The economy invariably turns out to be different than current
forecasts anticipate. Table 4 compares the CBO January baseline
economic assumptions for 1983 and the economic assumptions in
the Budget Resolution for FY 1984 to the actual 1983 performance.
Both the CBO January baseline and the Budget Resolution for FY
1984 adopted in June 1983 underestimated the strength of the re-
covery and the rapid decline in the unemployment rate. Actual in-
flation was lower than expected and interest rates were higher.

Table 4

COMPARISON OF CBO JANUARY 1983 BASELINE AND FY 1984 BUDGET
RESOLUTION ASSUMPTIONS TO ACTUAL FOR CALENDAR 1983

U s s

GNP ($ BIIONSY ...t ses e 3,265.6 | 3,2925 33108
Real GNP (percent change, annual rate) ..........ccccoooerreveccrcceccnnnnene. 21 28 33
GNP deflator (percent change, annual rate).............coovceeernrmerrnencnnen. 46 4.7 42
CPI (percent change, annual rate)........c..ccoreveimerevsceseeccreeens 45 35 3.2
Unemployment rate (percent) ... 10.6 10.1 9.6
Treasury bill rate (percent) .........cccoevvevvreennse . everssasrerererrases 6.8 18 8.6

Small changes in the economic forecast can have large budget ef-
fects. To illustrate this point the CBO provided two alternative sets
of projections in its annual report. One set of projections describes
a high growth, low inflation, relatively low interest rate economy.
This is labeled the ‘“high growth” alternative. A second set of pro-
jections describes a ‘“low growth’ alternative and includes a reces-
sion of about average severity in 1986. This alternative also con-
tains substantial additional declines in inflation and interest rates
in the out-years, but has relatively high interest rates this year
and next before the economy begins to slip into recession. Table 5
compares these alternative economic assumptions to the baseline
assumptions. Table 6 shows the budget effects of these alternatives
using the CBO technical estimates including the CBO defense base-
line rather than the President’s defense request.
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Table 5

CBO ALTERNATIVE ECONOMIC PROJECTIONS

{Calendar years]

Economic variable 1384 1985 1986

1987

1588

1929

GNP (billions of dollars):
High-growth aiternative.............. e 3,087 4,077 4,484
Baseline................. rerresssssssssstsstesnersnnnseneeneeenss 3091 3,985 4,339
Low-growth altematwe rerrrerrerenernsreneneennns. 3,038 3,954 4,095

Real GNP (percent change, year over year):
High-growth alternative..................cccccceeovrcvvnneeee. 6.4 5.1 45
Baseline.........ccooovvceevieeisnisenernr e 2 4.1 35
Low-growth alternatwe OSSR X 36 —09

GNP implicit price deflator (percent change, year over
year):
High-growth alternative.............ccooovvvvvvccvcreeee. 4.7 5.2 5.2
Baseline.................. SRR - 5.1 4.9
Low-growth alternatwe ISR ¥ 50 45

CPI-U (percent change, year over year):
High-growth alternative...............cccocvvceve e, 48 82 52
Baseline.......... : cervreevesbes e nrmseesseaae 48 5.1 4.9
Low-growth alternative...........c.cccoovvevvrcerrecee. 4.8 5.0 4.5

Civilian unemployment rate (annual average, percent):
High-growth alternative.............cccoovvvvvveecvveeeee. 1.7 6.8 6.3
Baseline... SO ¥ . 73 1.0
Low-grnwth alternatwe ISUNUUURTUROIVRRY - 1 | 16 85

3-month Treasury bill rate (annual average, percent):
High-growth alternative................c.ccccconevceee.. 8.0 7.6 1.1
Baseline................. SOOI - X 86 84
Low-growth alternatwe PO || X SN 1 B X

4,904
4,704
4,313

45
35
2.1

3.5
4.7
3.2

5.5
4.7
3.2

5.9
6.8
9.6

1.3
8.2
7.0

9,467
5,084
4,585

4.4
34
3.8

5.9
45
24

5.9
45
2.4

5.6
6.6
9.0

13
8.0
6.0

6,064
3,481
4,826

43
33
31

43
20

6.3
43
20

52
6.5
89

14
78
5.6

Source: Congressional Budget Office, “Baseline Budget Projections for Fiscal Years 1985-1889," February 1984,

Table 6

CBO BASELINE BUDGET PROJECTIONS UNDER ALTERNATIVE ECONOMIC

ASSUMPTIONS

[in billicas of dollars)

Revenues:
High-growth alternative..............cooocoorciine 668 750 825
CBO baseline projection.............cccccccveeecicnrenvecnesennes 663 733 795
Low-growth altemative .. .......ccccooooveevcevvevnne. 660 727 754
Outlays:
High-growth alternative... ... .....ccoeeeeeeeeee.. 889 919 995

913
863
782

1,086

1,024
945
843

1,137
1,016
890

1,192 1305
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CBO BASELINE BUDGET PROJECTIONS UNDER ALTERNATIVE ECONOMIC
ASSUMPTIONS—Continued

{tn billions of doilars]

FY FY FY FY FY FY
1984 1985 1986 1987 1988 1339

CBO baseline projection............ccoooveervvcvecceeeenee. 852 930 1,012 1,109 1,217 1324

Low-growth alternative ..., 895 938 1,020 1,109 1,190 1,262
Unified budget deficit:

High-growth alternative...............ccccoeermvcvvvvveneenen. 180 169 1700 173 168 168

CBO baseline projection...........ccomvveeecvmcvereee. 189 197 217 246 272 308

Low-growth alternative ..................cccooveeinnenrnnnne. 195 211 266 327 347 372
Revenues: As a percent of GNP

High-growth alternative..............ccccooevvvcrvvccvreene. 186 188 188 189 192 192

CBO baseline projection.............c.ccoecocevveceeeeceee. 186 187 187 187 190 189

Low-growth alternative ............... st nnenas ererenes 186 188 185 185 186 187
Outlays:

High-growth altemative...........cccocvvveccrcvinrivnnnn. 237 231 227 225 224 221

CBO baseline projection............ccoooomeccerenenisiniennnne, 239 238 238 240 244 246

Low-growth alternative.........ovvevrvvcnivisernnne. 281 242 250 262 263 265
Unified budget deficit:

High-growth alternative..............ccccoocococvcc. 50 42 39 36 32 28

CBO baseline projection..........ccoovvvvvvvvvisissrreieen. 9.3 5.0 5.1 53 5.5 5.7

Low-growth alternative ................cocoocorrvvreccrerevnnnnnens 55 54 6.5 1.7 1.7 78

Source: Congressicnal Budget Office, “Baseline Budget Projections for Fiscal Years 1985-1989", February 1984.

Clearly, the difference in the economic conditions described in
these alternatives results in large differences in budget deficits. In
the high growth alternative, the current services deficits reach a
low of about $169 billion in FY 1985 and then rise to about $173
billion by 1987. In the low growth alternative, the recession has
devastating effects on the budget deficits. Under this path the
budget deficits which are relatively close to the CBO baseline defi-
cits in FY 1984 and FY 1985 rise dramatically after FY 1985 to
$372 billion by FY 1989. Of course, to the extent that a recession is
brought on by higher interest rates and somewhat higher inflation
rates, the budget deficits would rise still higher.

These tables illustrate several important points. First, budget
deficits are significantly lower when economic conditions are good.
This means that economic policies are to some extent self-perpet-
uating. Economic policies that promote growth and help keep both
Inflation and interest rates low will in turn lead to lower budget
deficits. In this case, government activities are financed by rapid
growth in real resources and at low real interest rates. Second,
however, it is significant that even with very good business condi-
tions, deficits are still very large. Even if this type of environment
were possible given current monetary and fiscal policies, the aggre-
gate deficits would still remain very high, rising from $169 billion
In FY 1985 to $173 billion in FY 1987.

.The low growth alternative, of course, illustrates just the oppo-
site. Budget deficits rise in a low-growth environment. Indeed, a re-
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cession would change the path of budget deficits dramatically, rais-
ing them to $372 billion in FY 1989 or 7.8 percent of GNP. If inter-
est rates averaged 2 percentage points higher and inflation 1 per-
centage point higher than the low growth alternative shows, the
budget deficits in the low growth scenario would rise to $420 billion
by FY 1989. Clearly, a recession would tend to make the overall
deficit problem still more intractable.

OuTLOOK FOR EXPANSION

The output-income side of the economy is growing more rapidly
than many economists expected. The Commerce Department’s pre-
liminary “flash” report indicates that the economy grew at a 7.2
percent annual rate in the first quarter as a result of a surge in
inventories and final sales. The 7.2 percent growth rate in the first
quarter makes this recovery one of the most rapid in postwar histo-

ry.

Conditions in all sectors, except food, energy, and metals, have
improved dramatically since the beginning of the recovery in No-
vember 1982. However, some industries like mining and primary
metals are still operating at below average production levels. In-
dustrial production is about 4 percent above its 1981 peak, and over
80 percent of the Nation’s plant capacity is now in use. Personal

and corporate income are also up, and inflation continues to be
well-behaved.

Demand in the key cyclical sectors is rising very rapidly. Recent
government reports show that February housing starts accelerated
to 2.2 million units at an annual rate after an upwardly revised
surge to 2.0 million units in January. Domestic auto sales continue
to be strong, down to a 7.9 million unit annual rate during March
after an unexpected surge to 8.3 and 8.5 million units in January
and February. New orders for durable goods rose 1.2 percent in
February following a large 2.7 percent gain in January. Most of the
gains in January and February were due to a sharp rise in new
orders for primary metals. This is particularly good news for a
sector of the economy that until now has been slow to recover.

Capital spending continued to show unexpected strength during
the first 2 months of the year. The February Commerce Depart-
ment survey of plant and equipment spending indicates that busi-
ness investment for all industries will increase by more than 10
percent in real terms this year. The Conference Board Survey an-
ticipates an 18-percent rise in capital spending for manufacturing
industries, excluding petroleum. Petroleum industries plan to in-
crease capital spending by 38 percent in 1984. New orders for and
production of business equipment and construction materials are
currently growing very strongly. Business investment in structures
stabilized in the fourth quarter of 1983 and is expected to grow
slightly in the current quarter.

One of the most encouraging trends in the economy is the rapid
growth in employment and the correspondingly dramatic decline 1n
the unemployment rate. The unemployment rate for all workers
was 7.7 percent in March compared to the peak unemployment
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rate of 10.6 percent in November and December of 1982. The rate
for civilian workers was 7.8 percent in March compared to a peak
of 10.8 percent. The dramatic improvement 1n the unemployment
rate is shared by almost all demographic groups, although unem-
ployment rates for some groups such as teenagers and blacks
remain very high. Indeed, the overall unemployment rate has de-
clined more rapidly during the first 15 months of this recovery
than during any previous postwar recovery. The following chart il-

lustrates this:
Chart 1

PERCENT CHANGE IN UNEMPLOYMENT RATE
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At 104 million total workers, civilian employment has risen by
1.2 million over the past 3 months and is 5 million above the No-
vember 1982 level according to the household survey which is the
traditional measure of the unemployment rate. However, the pay-
roll survey, which is based on a survey of establishments instead of
individual households, shows a total employment gain of 3.7 mil-
lion and has raised concern that the gains apparent in the house-
hold. survey may not be sustainable. Once the two surveys (both
published by the Bureau of Labor Statistics) are adjusted for differ-
ences 1n coverage, the gap shrinks to about 500,000 workers, many
of whom are thought to be employed in newly established firms not
adequately represented in the payroll survey sample.

38487 O0—84——5
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Economic GROWTH AND EMPLOYMENT

Looking at the GNP data, the benefits of expansion are remark-
ably dispersed. All sectors of consumption—business equipment in-
vestment, housing, and inventories—have shown substantial gains,
Business investment in structures lags the recovery a bit, but pre-
liminary first quarter GNP data show some progress in this sector
too. Government purchases are weak despite increases in defense
procurement levels. Only the trade sector continues to show signifi-
cant, indeed dramatic, deterioration.

As table 7 shows, this recovery is strikingly similar to previous
postwar recoveries. Last year, real growth was 6.2 percent com-
pared to an average rate of 7.4 percent for the first year of past
recoveries. The distribution of growth among sectors is balanced,
again with the exception of the trade sector. Consumption growth
was 5.4 percent in this recovery, the same as the average for past
recoveries. Business and residential investment, two key interest
sensitive sectors, actually grew more rapidly than in the past.
Structure investment is weak because the previous boom continued
well into the recession. Government purchases were weaker than
normal because recent Federal restraint in nondefense spending
took effect almost immediately and the corresponding increases in
defense purchases have yet to show up in the GNP data.

Table 7
GROWTH OF REAL GNP

Current Recovery Compared To Past Recoveries
{Percent change—one year following trough quarter]

ATV~ S&l- 58N Bk T:N- IS 8O- ““”:gf of -
50V 55:1) 59:1| 62 7LV 76 sum | RS B
Real GNP .................. 13.3 74 8.4 1.0 4.7 6.7 4.2 74 6.2
Personal
consumption
expenditures ..... 5.4 7.1 6.0 45 5.1 6.1 3.6 5.4 54
Nonresidential
fixed
investment........ 225 6.0 13 74 3.0 1.0 8.2 79 126
Residential fixed
investment...... 238 23.1 36.2 10.6 308 254 —20 21.1 374
Net exports........ —243 —60 —786 —365 —1056 —-168 --255 —419 878

Government
purchases ........ 40 -3¢0 1.5 6.6 0.2 15 1.0 1.7 —25
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The breadth of the recovery is also reflected in the industrial
production data. Industrial production rose 15.8 percent in the past
year and 18.5 percent since the beginning of the recovery. Al-
though all industries except oil and gas have shown gains from
their recession lows, some industries have recouped their recession
losses more rapidly than others. Production levels in construction
and business supplies and most durable goods industries are 10 per-
cent above 1981 highs, while food, apparel, energy, and metals are
still below their previous peaks.

Evidence of both the strength of the recovery and the differences
among industries is particularly evident in the employment data.
As indicated previously, total employment according to the payroll
survey is up 3.7 million since the beginning of the recovery, a post-
war record. This growth is about evenly split between factory jobs
and service jobs. Factory jobs have increased 1.3 million since No-
vember 1982 and service jobs have increased 2 million. Construc-
tion employment is up only 335,000 despite the rapid gain in con-
struction activity. Federal, State, and local government employ-
ment are roughly flat.

Although manufacturing employment has increased substantial-
ly since the beginning of the recovery, it still remains about 4.2
percent below its previous peak of 20.4 million. Service employ-
ment, in contrast, declined very little during the recession and has
grown rapidly during the recovery. This continues the shift from
manufacturing to service employment that began in the early
1970’s and accelerated toward the end of the decade. During the
1980°’s and particularly during the past recovery, this structural
shift in employment growth has been dramatic.

TROUBLE IN TRADE

The most troublesome sector of the economy continues to be for-
eign trade. During the 1981-82 recession, merchandise exports de-
clined 17 percent, paralleling the sharp downturn in total world
trade. Exports fell another 6 percent in 1983, as world trade de-
clined for the third straight year.

Imports in the United States typically fall faster than exports
during a recession. In the 1981-82 recession, however, imports fell
only 8 percent compared to the 17 percent export decline. The sta-
bility of disposable income in the United States in 1981 and 1982
may explain the relative strength of imports in the recession. In
the 1974-75 recession, real per capita disposable income declined
4.3 percent, but in the 1981-82 recession it was almost unchanged.

In 1983, imports grew 6 percent as the U.S. recovery got under-
way. The combined effect of falling exports and rising imports
caused the trade deficit to increase to $60.6 billion last year, $24
billion more than the 1982 trade deficit. Most forecasters expect
the trade deficit to reach $100-110 billion this year.

Even more troublesome, the current account deficit, which in-
cludes both goods and services, increased substantially in 1983. In
the past, merchandise trade deficits were often offset by surpluses
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in other trade categories, particularly investment income. In 1982
and again in 1983, net investment income declined while the mer-
chandise trade deficit grew. As a result, the current account bal-
ance shifted from a surplus in 1981 to an $11.2 billion deficit in
1982 and a $41 billion deficit in 1983. Some projections suggest that
the current account deficit could reach $80 billion this year.

An important reason for the weakness of the trade sector is the
rapid appreciation of the dollar on foreign exchange markets. Ap-
preciation of the dollar causes U.S. goods to be more expensive in
foreign markets and foreign goods to be more price competitive in
the United States. In 1980, the exchange value of the dollar was 13
percent below its 1973 level. By the end of 1983, the dollar stood 33
percent above the 1973 level. In real terms, the dollar has moved
up 17 percent from its average 1980-82 level.

A second important weakness in the trade sector is the stronger
growth in real income in the United States compared to its trading
partners. This difference in real growth rates generates more
demand for imports in the United States than for exports abroad.
In real terms, the United States had a 2-percentage point higher
growth rate than its major trading partners, explaining at least
some of the current account deficit.

Fiscal stimulus in the U.S. economy helped to sustain U.S.
demand for foreign goods at a time of serious worldwide recession
abroad. The shift in net exports in the United States since 1981
added 0.5 percent to aggregate demand in the rest of the world and
slowed the decline in world trade. Stimulus from the U.S. economy
was particularly helpful for European and Latin American coun-
tries which were either reluctant to use fiscal stimulus or were
constrained by external financing requirements. U.S. imports from
Germany, Japan, the United Kingdom, and Latin America actually
igncreased in 1982, although aggregate world trade declined nearly

percent.

A third reason for the deterioration in U.S. trade accounts is eco-
nomic weakness in the developing countries. Exports to developing
countries declined from $83 billion in 1982 to $72 billion in 1983
while exports to developed countries actually increased slightly.
The third world typically buys 35-40 percent of U.S. exports, so
economic weakness among these countries has a particularly large
impact on the U.S. economy. Four countries with serious debt prob-
lems, Mexico, Brazil, Argentina, and Venezuela, alone accounted
for 8 percent of U.S. exports in 1983, down from 10 percent in 1982.
Moreover, the insatiable appetite for foreign exchange brought on
by the LDC (lesser developed countries) debt crisis has led to an ag-
gressive export strategy on the part of many LDCs themselves—
often exporting products at or be{)ow cost in order to improve their
own external accounts.

A fourth reason for the deterioration in U.S. trade is the difficul-
ty of competing in international markets while hampered by eco-
nomic and trade policy constraints. Over the last decade, U.S. ex-
porters have lost markets because of limits on technology and agri-
cultural exports and, recently, because of the high value of the
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dollar. This has allowed foreign competitors to establish permanent
marketing relationships which will take a number of years to pene-
trate. For example, after 1979, the United States lost about half of
its grain sales to the U.S.S.R. and is only now recovering its
market share.

The relative importance of different growth rates, the high
dollar, and the LDC debt situation in contributing to the trade defi-
cit is unclear. The Council of Economic Advisers estimates that
about half of the 1984 projected trade deficit will be due to the
strong dollar. Other economists place more emphasis on the differ-
ence in growth rates, especially between the United States and
Europe. The following charts show recent trends in the U.S. growth
rate relative to other countries, the value of the dollar, and the
U.S. trade deficit.

Chart 2

The dollar and trade
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Co., World Financial Markets,
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Chart 3
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Whatever the specific causes, most economists expect that the
trade deficit will worsen in 1984, that the difference in growth
rates between the United States and its trading partners will con-
tinue to favor imports over exports, and that the dollar’s value on
foreign exchange markets will decline only to the extent that inter-
est rates decline in the United States.

ForeEigN CariTAL FLOWS

In 1983, the current account deficit was financed largely by a re-
duction in foreign lending by U.S. banks. Capital outflows dropped
dramatically between 1982 and 1983—falling from $118 billion to
$49 billion. Indeed, gross capital inflows into the United States ac-
tually declined from $88 billion in 1982 to $&3 billion in 1983. The
total net inflow in 1983 was thus $34 billion. If the current account
deficit tops $80 billion in 1984 and again in 1985, then net capital
inflows to the United States will have to exceed $160 billion over
the next 2 years. Inflows of this magnitude will require not only
further reductions in new U.S. investment and direct lending
abroad, but also actual capital inflows far above those in 1983.
Under these projections the net investment surplus of the United
States will be wiped out by 1985.

This is worrisome because earnings on investment are needed to
offset some of the merchandise trade deficit. With less investment
income, the trade deficit becomes a more serious problem and in-
creases the downward pressure on the dollar. This can be offset
only by higher interest rates. Moreover, large increases in foreign
short-term asset holdings in the United States will increase the in-
terest sensitivity of foreign capital flows. As long as U.S. trade defi-
cits remain large, real interest rates will have to remain high in
the United States relative to other countries to attract the foreign
capital necessary to finance these deficits.

Indeed, foreign-owned bank deposits are the most rapidly grow-
ing type of foreign-held investment in the United States. This re-
flects a desire on the part of foreigners to keep their assets short-
term. Direct foreign holdings of U.S. Treasury securities were actu-
ally relatively small—$33 billion in 1982. Though the report on the
1983 net investment position will not be available for several
months, the data does not suggest that foreigners were major hold-
ers of U.S. treasuries in 1983. As table 8 shows, foreign-held treas-
uries declined from 27 percent of the total in 1978 to 17 percent in
1982 and are likely to fall to 16 percent in 1983.

Whether invested in short-term securities, bank deposits, or di-
rectly in stocks, bonds, or real assets, foreign capital adds directly
to the pool of U.S. capital and supports capital formation and job
growth in the United States. However, increasing dependence on
foreign capital does increase potential external pressures on U.S.
interest rates and the dollar. An uncontrolled decline in the dollar
and a correspondingly sharp rise in real interest rates in the
United States is a major risk to the sustainability of the U.S. eco-
nomic expansion itself.
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Table 8

SHARE OF U.S. TREASURIES HELD ABROAD

[In bilions of doliars)
Annual growth in
percent
1978 1879 1980 1981 1982 1983
Since Since
1982 1978
Total foreign-held treasuries.......................... 1329 1159 1274 135.6 150.7 ! 166.0 10.2 3.8
U.S. treasuries outstanding < ...................... 487.5 530.7 623.2 720.3 8815 1,050.9 19.2 13.7

Foreign treasuries as a percent................... 27.3 218 204 183 17.1 15.8

hol:iTha 1983 foreign holdings do not include unrealized gains and losses. In 1982, unrealized gains added $2 billion to formgn
ings.

2 U.5. treasuries shown on this table include only marketable securities. in 1983, there was $350 billion in nonmarketable debt
held largely by U.S. Government agencies and affiliates.

THE FEDERAL GOVERNMENT AND CREDIT MARKETS

Typically, during an economic expansion, Federal Government
borrowing declines as the cyclically generated budget deficit de-
clines. This allows private credit demand to finance the consumer
and business investment so important to the durability of the ex-
pansion. Chart 5 shows how Federal Government borrowing has
typically moved with the business cycle. U.S. Government borrow-
ing peaked as a percent of total borrowing in early 1975, early
1980, and late 1982—all recession low points. In subsequent years,
Federal borrowing requirements diminished as the expansion took
hold and business and household demand for credit rose.



Percent of total borrowing

Chart 5
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However, fiscal policy as it now stands produces a deficit that is
very much independent of cyclical influences. Under current
budget policies, this “structural” deficit, a result of the basic imbal-
ance between revenues and outlays, is expected to grow steadily as
are Federal borrowing needs. Either private credit demand will be
“squeezed out” by a preemptive Federal sector, interest rates will
rise, or both will occur. 1t is for this reason that the Committee rec-
ommends significant changes in legislation to reduce Federal bor-
rowing needs in 1985 and beyond.

The past year clearly illustrates the problem. In contrast to the
first year of previous recoveries, Federal Government borrowing
absorbed about 35 percent of total credit available in 1983, com-
pared to an average share of about 17 percent during the first re-
covery year over the six prior cycles. In 1984, the Treasury’s
demand for funds is expected to continue on a high track. With no
change in budget policies, the Treasury’s share of total borrowing
is expected to be over 25 percent, compared to an average of 5.4
percent for the second year of prior recoveries.

Despite the U.S. Government’s demand for credit, the widely
feared effects of “crowding out” are not expected until early 1985.
This can be explained, in part, by relatively cash rich conditions in
the major private borrowing sectors. Consumers’ financial net
worth grew rapidly in the final stages of the recession and the first
stages of the recovery. The growth in consumers’ net worth slowed
in the third quarter of 1983 but the ratio of debt to personal dispos-
able income is still low by recent historical standards.

Business cash reserves are also reasonably high. Pretax profits
are expected to surge in 1984 because of sales growth and greater
efficiency. Also, the accelerated depreciation allowances increase
internal cash flow substantially. In 1983, internal funds generation
actually exceeded business outlays by $10 billion, a 25-year high.
By contrast, internal funds generation fell short of outlays by an
average of $34.6 billion annually, or by about 15 percent in the
1976 to 1981 period.

It is disturbing, however, that the volume of short-term credit
demand has recovered so sharply in 1984. As mentioned above,
there still exists a favorable balance between internal funds and
outlays and this is somewhat inconsistent with the recent accelera-
tion in total business borrowing. Therefore, it is not clear whether
the recent strength in business borrowing indicates growing
demand for credit. It may be due to a fall-off in bond and equity
financing, the desire to build up liquid assets, or the stepped up
pace of corporate takeover activity. To the extent that corporate
takeover activity is playing a role, the borrowed funds will be recy-
cled back into the financial markets as shareholders reinvest the
proceeds of the transactions. However, the risk that short-term
credit demand will rise sharply and remain high points up the
need to enact actual budget reductions as expeditiously as possible.
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IMPLICATIONS FOR PoLIiCcYy

Federal budget deficits are expected to rise from $206.7 billion in
FY 1985 to $316.4 billion by FY 1989 if current policies are left un-
changed. This means that Federal budget deficits would rise from
5.3 percent of GNP in FY 1985 to 5.9 percent of GNP by FY 1989.
The Committee recommendation reduces the baseline budget defi-
cits $25.9 billion in FY 1985 and $75.2 billion in FY 1989 and re-
duces projected budget deficits to 4.5 percent of GNP through FY
1989. Chart 6 shows the growth in Federal budget deficits relative
to the size of the economy under the current policy baseline and
under the Committee’s recommendation.

Chart 6
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In the past Federal budget deficits declined as the economy grew.
Higher employment and growing incomes raised revenues and re-
duced Federal spending so that Federal borrowing needs dimin-
ished as private credit demand grew.

This is not the case under current taxing and spending policies.
Federal budget deficits continue to grow even though the economy
1s projected to expand rapidly and approach full employment by
1989. The portion of the deficit due to slack in the economy is
called the “cyclical”’ deficit and declines from $76 billion in FY
1984 to only $27 billion in FY 1989. The cyclical deficit will account
{(E))% s;ess than 10 percent of the total Federal budget deficit by FY

The remaining portion of the deficit—the budget deficit that is
due to tax and spending policies—is called the “structural”’ deficit.
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This is the portion of the budget deficit that is the result of a fun-
damental imbalance between the growth in revenues and the

growth in spending quite apart from the budget effects of changes
in the economy.

One measure of the structural budget deficit is the “high employ-
ment”’ or so-called “standardized employment” deficit. The ‘“stand-
ardized employment” budget estimates what revenues and outlays
would be if the economy were growing near its full potential and
the unemployment rate were 6 percent. The difference between
revenues and outlays standardized for a 6-percent unemployment
rate is the “standardized employment” deficit. Under current poli-
cies the structural deficit will rise from $116.6 billion in FY 1984 to
$289.4 billion in FY 1989—or more than 90 percent of the total
budget deficit. The Committee’s recommendation eliminates about
one-quarter of the structural deficits over the 5-year period.

Added fiscal stimulus from rising structural deficits can create
“boom” conditions that are not consistent with sustained low infla-
tion or with the overall guidelines for monetary policy. Therefore,
policies to reduce “structural”’ deficits as the economy expands will
help to sustain the economy at moderate growth rates consistent
with monetary policy objectives and will reduce the risk of rising
interest rates. In testimony before the Joint Economic Committee,
Federal Reserve Chairman Volcker indicated that a $50 billion re-
duction in the deficit would reduce interest rates about 1 percent-

age point. The Committee recommendation reduces current policy
deficits by $65.5 billion in FY 1987.

Indeed, real interest rates may have to reach new peaks for the
economy to slow if deficits are not reduced. A policy of large budget
deficits and high or rising real interest rates clearly invites the
risk of recession. It is for this reason that the Committee recom-
mendation focuses on deliberate actions that can be enacted imme-
diately rather than budget plans which cannot be fulfilled through
actual legislation this year. Charts 7 and 8 illustrate the very high
level of real interest rates.
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Chart 8
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The CBO baseline budget deficits are likely to absorb over 70 per-
cent of net private savings through the end of the decade. The
budget actions recommended by the Committee this year will hold
Federal borrowing to just one-half of net private savings as chart 9
shows. Clearly, substantial additional actions will be required next
year to bring Federal borrowing requirements back into line with
historical norms.
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Chart 9
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Large Federal borrowing requirements also have important im-
plications for the long-run growth of capital and living standards.
To the extent that savings do not grow, large public borrowing re-
quirements will “crowd out” private capital and reduce the capital
formation in the economy. Economies with low capital formation
have a lower long-term growth rate and, ultimately, lower growth
in per capita consumption as well. Some estimates indicate that
current budget policies, which will more than double the outstand-
ing public debt in the next 5 years, will reduce output by 3 percent.
Chart 10 shows the relationship between the rapid postwar decline
in the Federal debt to GNP ratio and the growth in the real capital
steck. As this chart shows, current budget policies run the risk of
reversing this trend.
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Chart 10
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In the near term, the United States can attempt to ease stress on
credit markets by drawing on the savings of other countries. For-
eign capital is expected to become an important supplement to U.S.
credit markets this year. Foreign savings will account for over 15
percent >f net new investment. This is very different from most of
the postwar experience during which the United States was a net
capital exporter.

Increasing U.S. dependence on foreign capital has three effects.
First, it tends to increase the sensitivity of U.S. economic policy to
foreign considerations. To the extent that large trade deficits or
foreign concern over economic policy and the outlook for inflation
in the United States reduce demand for dollars, U.S. interest rates
will have to rise to prevent a run on the dollar. Second, as the for-
eign capital investment in the United States grows and interest
rates also rise, the United States must export an increasing share
of its income abroad in the form of interest payments. In the ex-
treme, this creates a reduction in the standard of living in the
United States much as higher prices on imported oil represented a
transfer of income from the United States to the OPEC countries.
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Third, as other economies begin to grow, their own demand for
credit will also grow and the cost of capital worldwide will rise.
World financial markets are highly integrated. The U.S. Govern-
ment not only competes with private U.S. investment for credit but
also competes with other foreign borrowers for the credit necessary
to finance economic expansion. The effect is likely to be higher in-
terest rates worldwide as the expansion progresses.

Finally, U.S. budget policies also affect the economic policies and
progress of other countries. Expansionary budget policies and high
real interest rates in the United States can combine to hold the
dollar at a high value. Through the current system of flexible ex-
change rates, other countries must hold their interest rates high or
be willing to suffer the inflationary consequences of falling curren-
cy values. The result is more restrictive economic policies in other
countries and slower rates of economic growth outside the United
States. Slower world growth holds down the growth in U.S. exports
and 1;c:reaﬂ:es greater incentives for foreigners to compete in U.S.
markets.

Interest rates both in the United States and abroad are not
likely to decline unless the United States reduces Federal borrow-
ing needs substantially. Intervention or regulatory measures to
reduce interest rates and/or exchange rates are likely to have only
short-term benefits and may be counterproductive. Indeed, a world
plagued by economic stagnation and U.S.-dominated financial mar-
kets may well turn to protectionist trade practices in order to stem
the rise in unemployment and a gradual but certain decline in
living standards. The United States itself runs the risk of seriously
eroding its own living standards by shrinking the private capital
base through large and sustained growth in Federal debt.

Unfortunately, it is not at all clear how much the deficit should
be reduced and over what period of time. The high employment or
so-called standardized employment deficit is one measure of the
size of the structural deficit problem. However, there are others—
some much larger, some much smaller. A first step could be to
eliminate the high employment deficit excluding interest costs—
otherwise known as the primary standardized deficit. In fact, the
Committee’s recommendation does achieve this initial and impor-
tant goal.

An important issue in understanding the structural deficit prob-
lem is the role of interest costs in increasing the structural deficit
and the extent to which rising interest costs should be offset by
other deficit reducing actions. High real interest rates have raised
Federal interest costs dramatically. Net interest costs are the most
rapidly growing component of the Federal budget and are the
single most important reason for the rise in the high employment
deficit. The growth in interest costs is a relatively new phenome-
non and there is very little in economic theory to use as a guide for
setting budget policy in a world of high real interest rates. Chart
11 illustrates the rapid growth in interest costs as a proportion of
total spending. Unless budget deficits are reduced, and real interest
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rates also decline, interest costs will become an increasingly impor-
tant constraint on fiscal policy choices.

Chart 11
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Chapter 11I. REVENUES

SUMMARY

The Committee recommends a revenue level of $743.7 billion for
FY 1985. This assumes a $10.7 billion revenue increase in FY 1985
from policy changes. The Committee also recommends a revenue
level of $811.0 billion in FY 1986 and $882.6 billion in FY 1987.
These revenue levels provide for revenue increases through policy
changes of $16.1 billion and $19.1 billion in FY 1986 and FY 1987,
respectively. These policy increases are generally in line with
recent legislative actions of the House and the Senate.

REVENUE BASELIHE

The revenue baseline used by the Committee during its delibera-
tions on the budget resolution is shown in table 1, below. The reve-
nue baseline was estimated by the Congressional Budget Office
using its January 1984 baseline economic forecast.

(41)



Table 1

REVENUE BASELINE
[In billions of dolars]

Actual Projection
Source
FY 1983 FY 1984 FY 1985 FY 1986 FY 1987 FY 1988 FY 1989
INAIVIAUBE INCOME AXES ..o e eebsse st asa Rt e s e sens ibsbsssbinestes iassenees 288.9 293.6 328.7 361.6 396.0 437.7 4719
Corporation INCOME FAXES............cco...cc. coovs ittt b s s 37.0 62.3 64.8 71.1 81.3 84.9 85.1
Social insurance taxes and contributions:
Sotial SEEURItY (DASDE) .......cccee o s et e s st 147.3 166.9 189.5 206.9 223.7 254.6 277.4
MEICATE (1) ..ooovneene et sesensr b essasssnssinnsss oo surecinnssesmsecrstraens Sssasssannassesarssarians 35.6 399 45.6 52.6 57.9 62.9 67.3
OBRE ..ot cete et es e bt ete RS A AR e R eSS a s R b atn b er e SearagvRnREee s A sAbbee et eens 26.1 305 33.6 36.2 38.0 37.0 316
EXCHSE BAXES ....ovveieees s veeeesens e sansesamesssrenssrentstesss otsbasanssss st asaerrrs shessasrebesbon e s e re AP R R RE AP RES bR s 353 37.7 37.6 327 319 325 33.2
Estate and Gift BAXES ........ccocomerimniriisinei s b it bR 6.1 5.9 5.6 5.1 4.6 4.3 4.7
CUSEOMIS UTIES ..ottt et es cvettreiereeias b eeesbeserssbenanessbare sberessssesrrsarnteten e storastassssessssons 8.7 10.2 113 11.6 11.8 12.2 12.8
MISCRIIANBOUS TECRIPES. ........crvivreet ettt bbb b s 15.6 16.0 16.3 17.1 18.0 19.0 20.0
Total revenues............ et re e ot abat o At b AR SR RR A aE (1 aTheRE e sRabn bt eaeRerasees 600.6 663.0 733.0 794.9 863.9 945.1 1,015.8
Nominal growth (PErCeNt)........ccoooiriveevrrrrrres s s st -3 10 11 8 9 9 7
Real growth (percent) .................. OO OO PO ~7 6 5 3 4 5 3

Note.—Details may not add to totals due to rounding.

a4
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Finance CoMMITTEE RECOMMENDATION

The Finance Committee has approved a Deficit Reduction Act of
1984 which, if enacted, would increase revenues by $2.5 billion in
FY 1984, $10.6 billion in FY 1985, $16.1 billion in FY 1986, and
$19.1 billion in FY 1987.

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes a revenue level of
$743.7 billion for FY 1985, a $10.7 billion revenue increase from the
baseline. The Committee’s recommendation is consistent with the
Deficit Reduction Act of 1984 as approved by the Finance Commit-
tee on March 21, 1984. The recommendation also is consistent with
a small revenue adjustment reported by the Governmental Affairs
Committee in S. 2062, the Omnibus Reconciliation Act of 1983.

Table 2

REVENUE PROJECTIONS

[In billions of doilars]

Recommendation Projection

FY 1584 FY 1985 FY 1986 FY 1987 FY 1988 FY 1989

BASElING ... veeerverer et resener s 663.0 733.0 794.9 863.5 945.1 1,015.8
Revenue increase............ccccovvveevevenne +24 +10.7 +16.1 +19.1 +20.0 +21.1
Committee recommendation .. ... ..... 665.4 743.7 811.0 882.6 965.1 1,036.9

Tax EXPENDITURES

Tax expenditures total $369.3 billion in FY 1985. Table 3 shows
the revenue effect of these items for fiscal years 1983 through 1988.
It should be noted that, because of interaction among the provi-
sions, the revenue effect of altering more than one of these prefer-

ence items would not necessarily equal the sum of each individual
item.



Table 3
TAX EXPENDITURE ESTIMATES BY FUNCTION !

[Fiscal years, in millions of dollars)

Corporations Individuals
Function
1983 1984 1985 1986 1987 1988 1983 1984 1985 1986 1987 1988
National defense;
Exclusion of benefits and allowances to
Armed FOTCes PEIrSOTINEL cuoucvevronerrescevrmresnomieaseemmsonecros ctornisssrars seemsssasacse soosmerisias shasssmsmnss snsssssenine 2205 2260 2,380 2,520 2670 2,820
Exclusion of military disability pensions......... e v ey ervevreteres veneerersents sevmssseeses] 16D 160 165 176 185 195

International affairs:
Exclusion of income earned abroad by

United SEALEE CIIZEIIS ovvvveereieeeeereresssseseessnsecesas| soreeseesrrss evrvvasvesns susssresinsss srtmsasersss sesscisasas sessstansenss 1,285 1,300 1,365 1,435 1,506 1,580
Deferral of income of domestic international

sales corporations (DISC) ... 1,300 1,185 1,075 1,050 1075  LI10 | i it i s
Deferral of income of controlled foreign cor-

POTALIONS. ...ocereniirrerer e eciecenrvnsrrincsns s rnnneenene| 430 345 375 390 420 BB oot et eeeverrase eereraeeae eaararenets sebsernane s
General science, space, and technology:

Expensing of research and development ex-
PENAILUTES ....ovcerrrrrer e nm e csnss s 2,165 2,370 2,360 2,425 2485 2,535 106 120 125 125 136 135

Credit for increasing research activities......... 615 650 660 305 65 25 30 35 40 30 5 (%)
Suspension of regulations relating to alloca-
tion under section B61 of research and

experimental expenditures ... 126 60 (2} oo vereeeeseeens eremetatraet e b rastess S rekeksvrene ShReReReNes srnseRebembrs feberemaeia eerbebeben s
Energy:
Expensing of exploration and development
costs:
Oil and ga8 .c...oocoovcecccemrrnnncvnieersiieneene, 060 440 590 740 885 895 875 800 815 865 900 950
Other fUCIS ... v e 30 30 35 35 40 A0 Lo et teveeesets eebearesinees Grisnesieians ernesterrain
Excess of percentage over cost depletion:
Ol and g8 ..ot s, 375 430 445 465 510 555 ' 1,425 1,275 1,305 1410 1506 1,625
Other fUeLS ...oovvveecr e cenea s ses e 325 350 356 380 410 440 15 15 15 15 15 20

Capital gains treatment of royalties from
CORL . oot et crreeerri eaeeararrrereeaneaeese e e et babenes 35 40 40 45 50 65 140 145 160 175 190 205

147



Alternative fuel production credit ........c.....cc.... b 20 25 40 105 2B it conniren i ety e rrreaesreees
Alcohol fuel credit? ..o 5 5 5 5 5 B [ vty crerererens e, sreeeeste s e ssnte s
Exclusion of interest on State and local gov-

ernment industrial development bonds for

energy production facilities........cuveciennnnnnne. 15 20 30 40 55 70 5 10 15 20 20 25
Residential energy credits:
Supply incentives............ccoiiiirnniiiivns eeeeens savareserses sevessresars sorseresecess sansermannere secsermneenre| G20 450 610 700 T0 e,
CoNSErvation INCENEIVES.......ccocevvicrirvaerreerens|sorrrresnies srececimins orsssriisess sonssssssanns sesssssssanes oee ceees 330 305 305 260 .o e
Alternative, conservation and new technol-
ogy credits:
Supply incentives........ccivmmnicieseenrenisnen: 215 200 175 100 35 20 10 10 B e vt e
Conservation incentives. ..o 135 35 15 5 (2} v (2) (%) {2)  errrennns v e raranees
Energy credit for intercity buses.........coueune.... 5 5 5 (2} corret cieee e e et e« atereetene sraeireesens Sreseserneane femrerereseessmeeseebieies

Natural resources and environment:
Expensing of exploration and development

costs, nonfuel minerals... v 55 60 65 75 80 85 (2) (®) (2) () (2) (2)
Excess of percentage over ccat depletxon,

nonfuel materials ..o 270 295 310 335 355 380 10 10 15 15 15 15
Capital gains treatment of certain timber

INCOIMNE. ... crrirrsrreriereerirrnenreenerssessasssseersssnssssensnns 275 390 430 500 575 595 95 125 150 175 205 230
Investment credit and seven-year amortiza-

tion for reforestation expen itures ... ..cccnne ) {2} (2) (2) (%) (2) 10 10 10 10 10 10
Capital gains treatment of iron ore.. . 5 5 5 5 5 10 5 5 5 5 5 10
Exclusion of interest on State and local gov-

ernment pollution control bonds...........cceune. 900 1,025 1,140 1,255 1,375 1,510 440 506 565 620 680 745

Exclusion of payments in aid of construction
of water, sewage, gas, and electric utilities... 45 75 75 BO. 75 70 |

Tax incentives for preservatmn of historic
BETUCEUTES - cveevrecenniererrres aereesneseessarasssesbsrrrasnisnesns 65 90 110 140 185 240 130 165 215 275 355 460

Sv



TAX EXPENDITURE ESTIMATES BY FUNCTION '—Continued

[Fiscal years, in millions of dollars]

Corporations Individuals
Function
1983 1984 1985 1986 1987 1988 | 1983 1984 1985 1986 1987 1988
Agriculture:
Expensing of certain capital outlays.................. 85 90 95 100 100 105 475 495 510 530 545 565
Capital gains treatment of certain income........ 30 35 35 40 40 45 455 475 500 530 545 565
Deductibility of patronage dividends and cer-

tain other items of cooperatives ...................... 950 980 1,010 1,040 1,075 1,110 | —3%0 —400 —410 —425 —435 —450

Exclusion of certain cost-sharing payments......| ..o oo coiviiins cevreeereeee evsereesesre seevennes 50 45 40 30 25 25
Commerce and housing:

Dividend eXCIUSION ... et eeerrtesnnes | crnnseeiiees sristeirees evrsssaesses cossssrecsios svasssevases sbrsstssrerns 445 435 440 450 460 480

Reinvestment of dividends in stock of public

UEIIIEIEE 1ovveeeiiieeite e sresescanseens | creeresieins ce ee ete bssbssrieeae seseneneseen seneeebestesn morsremrnen 365 415 450 230 e
Net interest exclusion .. ceruemerrnsaressassnviesatisenne|srbesinnsinns sraverntein Semtssaasss Sesvasssssies semsssisestes sbesssssesses]ssreessrneis o cesessrsens 1,110 3,095 3,480 3,945
Exclusion of interest on State and local gov-

ernment industrial development bonds.......... 2,356 2,790 3,265 3875 4,38 4,615 570 675 800 985 1,180 1,310
Exclusion of interest on certain savings cer-

BIFICALES ...ocoiciieis e ccctirccantimrresensrssecesnee s hestesaeserae svevrorenesns sessmsvereias seestsssossns saeneenssrees sessarererrss 2,355 BB0 it e e e
Exemption of credit union income.........ccen.ee... 170 185 200 220 240 260 |1oeiieiies vrerierieeens srerrerrnes sreere e cenereraeres seerreseeses
Exclusion of interest on life insurance sav-

LTIEB oo enerneeimrreesreenecenramessasnesensaresenssassassas cessessessens|ersessessrens vassseseesns sossusssasnes satboseestss sineoresbesne stsebseseerns 4,805 5,170 5805 6,640 7,590 8,675
Excess bad debt reserves of financial institu-

19103 ¢ V- SO SOU U P YO U OO 335 575 785 930 1,060 1,030 [ e ettt it e en vetesraieternaas e arens
Deductibility of nonmortgage interest in

excess of investment income ...........cceeuverrnneene. | 7,735 8,160 8,815 9,590 10,550 11,645
Deductibility of mortgage interest on owner-

occupied homes .. rrenn, s 125,065 27,945 380,130 32,785 35,3056 37,950
Deductibility of property tax Oon owner-occu-

pied homes ... rrreerrens revenerestinalnisertre ebsiesrees sariesetebss sirrararreies seressesestes sabernsisenes 8,765 9,535 10,480 11,710 13,215 14,980
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Exclusion of interest on State and local gov-
ernment housing bonds for owner-occupied
HOUBINE ..ecvnrereneerrrennreecret i ceceesesmesmseessraneanan 1,060 1,190 1,190 1,145 1,105 1,070 450 485 475 445 415 385

Exclusion of interest on State and local gov-
ernment housing bonds for rental housing ...| 585 735 880 1,035 1,185 1,345 285 355 430 510 585 665

Deferral of coapital gaing on home 881eS ............[ueeiries rrricnirin cerieiiinnns cerrreresins ccsseersesnes sevavrerers 3770 4,895 5,625 6,000 6,480 7,080
Exclusion of capital gains on homes sales for

persons age b5 AN OVEL ........ccrrrriciiireccnnseiniiinennis crieriniees ceteririens creereiaaney srees v eessreaans 1,255 1,630 1,875 2,000 2160 2345
Depreciation on rental housing in excess of

Straightline ..o 120 155 165 170 180 185 576 665 720 760 795 820

Depreciation on buildings other than rental
housing in excess of straightline ...................| 175 200 215 240 265 295 150 165 185 210 230 250
Accelerated depreciation on equlpment other

than leased property.........ccccmvvinvinninncinnn. 9,610 15,865 18,860 17,445 14,110 13,890 ! 1,015 2,460 2,845 2,826 2255 1,915
Safe harbor leasing:
Accelerated depreciation and deferral.......| 1,745 1,885 1,635 1,285 1,040 D25 et cttrrriies errereeeiens oot cereertearaes soeeteasearen
Investment credit.........cccocvieririiieiiciieniinineenn 1,625 915 705 710 515 280 [ueiies ceceerirees ceerrereenn crvrveiebass sessaeneeese sansaesnecos
Amortization of business startup costs .. - 15 20 25 30 35 40 105 160 230 285 315 365
Capital gains other than agriculture, tlmber,
iron ore and c08l...........ccevececinnnnnn. 1,770 2,075 2,130 2,305 2475 2,695 (14,955 14,320 15,365 16,440 17,590 18,820
Capital gains at denth ... s sereervrreses sessrvsentees sesesstissens shsrsreeneen 3,975 8,565 3,665 8,920 4,195 4,490
Reduced rates on the first $100,000 of corpo-
PALE INCOMC ...c.oovvvverivrerrerecvaresnsecacesereneenssrassesens 6,690 6,625 7,026 B,060 8,785 9,000 |...ciiiiet oot s i et veverrresenes sresrreeeanas

Investment credit, other than ESOPs, reha-
bilitation of structures, reforestation and

LEASING .......vootvriereiesre e s sassbresenas 9,965 12,315 16,075 19,870 21,650 22,860 | 3,220 3,350 3,615 3,945 4,245 4,595
Transportation:
Amortization of motor carrier operating
FIZRES. oo oot ena e 70 70 50 15 5 (2 5 5 5 5 (£
Deferral of tax on shipping companies .............. 30 40 40 45 45 BB it e e ereteeeres seareeeeitens sresebesenstes
Exclusion of interest on State and local gov-
ernment mass transit bonds.................. o 45 65 75 75 65 75 15 25 20 15 10 20

Community and regional development:
Five-year amortization for housing rehabili-
EALIOTI ... e eeeeeieieiecrnts otisieisstesaesaantiesseasermennenannas 20 25 25 25 25 25 30 35 35 35 35 35
Investment credit for rehabilitation of struec-
tures other than historic structures ......... 175 200 185 195 215 235 160 165 160 165 180 200
Ed;ucatwn, training, employment, and social serv-
ces.
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TAX EXPENDITURE ESTIMATES BY FUNCTION ' —Continued

[Fiscal years, in millions of dollars]

Corporations Individuals
Function
1983 1984 1985 1986 1987 1988 | 1983 1984 1985 1986 1987 1988
Exclusion of scholarship and fellowship
ATICOMIG. ... cecevereienerecsnescesnssessessesseseneassesessesassnerraseos|sonosassnrnrn sreesmesssocs saciseonsosss tismnmarssses sapessiesisns sossssevbones 415 375 395 410 435 460
Exclusion of interest on State and local gov-
ernment student loan bonds..........c.ccoevnnnn 150 200 260 320 390 460 70 100 125 155 190 225
Parental personal exemption for students
AHE 1T OF OVEL ..covevrecrimirssincseissses eerininns 995 950 885, 895 905 920
Exclusion of employee meals and lod,gmg
(other than military).......... .. .. ttireeaseersreees|srenbetehits srreasrernes basseananebes SbsrRsEsrere Setibenveses Besesesnres 680 725 795 870 945 1,030
Employer educational 889iStaNCe.......cocrveecereeerns|oviiiiininins i s o s s 40 D0 cevrirerres srerevessees seraveraresssnsesasenensss
Exclusion of contributions to prepaid legal
SEIVICES PLANS ooceenesiiveeeeerrerebviiaes - e bbscnreessasetsres| resssnbcisies sossiiisses susssmveeboss smsssseris sersrivectiss ersssrsranss 25 26 10 oo cerrversee s e erressns
Exclusion for employer provided CRLLA CAIE eovvo.eeeereereeerr seoeseessrs —eeseseesssen wemereres oen semeseesssaes serenseecose 10 25 55 85 120 155
Tax credit for ESOPs..........ccooovcenmrcecininsnninnne 1,250 1,376 1,876 2,235 2,330 D50 |.veevecruraes roreressreras svasssesesses sevmssreseses sissorssnssns surmsasernencs
Deductibility of charitable contributions
(EAUCALION) cevree et reee e rmemsesasns 280 345 360 415 480 525 495 495 580 735 660 615
Deductibility of charitable contributions,
other than education and health.. ................ 350 425 445 515 590 645 | 6,795 6,765 7,930 10,080 9,030 8,370
Credit for child and dependent care expensea.. .............................................................................. 1,520 1,765 2,190 2465 2765 3,160
Targeted jobs credit .....oceccccvniivccisisinnncrninne 215 395 355 155 30 5 75 70 30 €3
Deduction for two-earner married COUPIES ......o.|vienns rrrrrvecins seciriiiin creitiiins sesnsrrees ccosiusssens 3,555 5,835 6,350 6,935 7,600 8460
Deduction for adoption EXPENSEs.......ccoverrvcecis|vorisnenins irrreriitens svninetreians sasrvserennes ssniie s 10 10 10 10 15 15
Health:
Exclusion of employer contributions for
medical insurance premiums and medical
................................................................................................................................................... 18,645 21,300 24,280 27,680 381,555 35975
Deduct.xhlhty of medical BXPeNSES .......ccuareeeees|rorrieeies criiniiit s e e e 3,105 2,630 3,070 3,370 38,740 4,165
Exclusion of interest on State and local gov-
ernment hospital bonds......c.c.cconeerienicinn, 795 960 1,115 1,265 1,420 1,680 385 470 545 625 700 780
Deductibility of charitable contributions
(health) ... .. v ierrene s sesrcsnsansesannees 175 215 225 255 295 325 995 990 1,160 1,470 1,320 1,225
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Tax credit for orphan drug research ............... .
Income security:

Exclusion of social security benefits:
Disability insurance benefits............c..........
OASI benefits for retired workers.........coue.n..
Benefits for dependents and survivors .......
Exclusion of railroad retirement system
BEREILE ..o e e e
Exft_:luslon of workmen’s compensation bene-
its
Exclusion of specml benefits for disabled “coal

Exclusion of untaxed unemployment insur-
ance benefits...

Exclusion of pubhc ‘asgistance benefits ..............

Exclusion of disability pay...

Net exclusion of pension contributions and

earnings:
Employer plans ...,
Plans for self-employed............ovrvenirarinnnns
Individual retirement plans........ccovciiminnrnnnne.
Exclusion of other employee benefits:
Premiums on group term life insurance ..
Premiums on accident and disability in-

Additional exemption for the blind ....................
Additional exemption for the elderly ..............
Tax credit for the elderly.........c.ccooviirnnmrennarinien
Deductibility of casualty and theft losses..........

10 15 16 10

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Earned income credit 4.........ocovveevvinrecererersrrnesnens

Veterans benefits and services:

Exclusion of veterans disability compensa-
tion

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

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

Exclusion of veterans pensions.............coccereeernee| covvivvvvcne sevacnens

Exclusion of GI bill benefits...........ccorrinrienaen.

General government:

Credits and deductions for political contribu-
1913, + - JOOURO OO

General purpose fiscal assistance:

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

1,690
15,685
3,765

780
1,870
170

8,260
430
145

49,700
1,065
2,695

2,100

115
86
2,366
135
675
385

1,820
310
130

190

1,660
16,680
3,870

765
2,090
165

8,020
430
135

56,560
1,050
3,180

2,250

120
35
2,410
1356
380
330

1,830
290
130

200

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

1,695
18,070
4,095

765
2,396
165

2,686
440
130

66,365
1,070
3,705

2,465

125
86
2,570
136
470
290

1,950
280
116

220

1,755
19,640
4,356

745
2,155
160

2,406
4565
130

78,310
1,116
4,240

2,716

130
35
2,720
135
520
215

1,995
215
100

220

1,840
21,275
4,630

755
3,170
160

2,265
470
130

92,405
1,165
4,745

2,985

135
35
2,410
135
530
155

2,070
275
90

230

1,930
23,045
4,920

775
3,645
165

2,120
485
130

109,036
1,220
5,360

3,285

140
35
3,130
135
670
210

2,146
275
65

240
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TAX EXPENDITURE ESTIMATES BY FUNCTION—Continued

[Fiscal years, in millions of dollars]

Corporations Individuals
Function
1983 1984 1985 1986 1987 1988 | 1983 1984 1985 1986 1987 1988
Exclusion of interest on general purpose
6985 17,850 8,605 9,530 10,370 11,280 | 3,435 3,870 4,296 4,715 5130 5,580

State and local government debt...................
Deductibility of nonbusiness State and local
government taxes other than on owner-
occupied homes ...
Tax credit for corporations receiving income
from doing business in 1J.S, possessions.........
Net interest

Deferral of interest on savings bonds.................

1,350 1,075 1,135 1,240 1,375 1,525

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

20,060 21,770 26,605 29,970 34,125 39,010

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

1 All estimates are based on the tax law enacted through the 97th Congress.
% Less than $2,500,000. All estimates have been rounded to the nearest $6 million.
* In addition, the exemption from the excise tax for alcohol fuels results in a reduction in excise tax receipts, net of the income tax effect,

of approximately $40 million for 1983, $60 million for 1984, $80 million for 1985, $95
res in the table indicate the effect of the earned income credit on recei

4 The

million for 1986, and $110 million for 1987 and 1988.
ts. The increase in outlays is: $1,197 million in 1983,

$1,119 million in 1984, $1,032 million in 1985, $1,004 million in 1986, $968 million in 1987, and $910 million in 1988
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SUM OF THE EXPENDITURE ITEMS BY TYPE OF TAXPAYER, FISCAL YEARS 1983-88
[In millions of dollars)

Corporations
Fiscal year and Corporations Individuals
individuals
LB e eeeeeee et r st etetebe et t s e e aEe R Er At 4ot ebe e e Ses s eA S e £ ue A e eL A4S 4R SROO AR £ E e bR ORI R R4S BRSO R S eR R e R s rEn e e R e e 295,280 56,225 239,065
BOBA ..o iees e eeeeete e teeeteet s reseatsanaeeaeaeansrsR RS AR A S e are A e R e Rt ae e e e AT e SRS e e R4 AR 4420100 D4R OB AR ARSOE PR LA SR PRS0 4 SR DSRS0 b s ee 327,456 67,915 259,540
TOBD ooeieisesereenees s e eeaeaee et sestesaeree s st eRentsRa AR b e rebER e AaR v YA SRR pneA YRS e e eE e aE AL PR PR A0S PR O LR A OOB R A SRS ORALORR RS esr et ebee thesir 369,330 77,475 291,855
TOBB .o..otrisererieece i ssesecessnaessesersonanasas e et sh et ere RS aRO A1 BRSNS e R O RO S e R PO R R E R RSB ek A SRR OB RSSO bR s E bR SRR e 490,850 86,495 404,355

Note.—These totals represent the mathematical sum of the estimated fiscal year effect of each of the tax expenditure items included in
the table. The limitations on the use of the totals are explained in the text.

Source: Staffs of the Joint Committee on Taxation and the Treasury Department. This table was compiled by the Joint Committee on
Taxation in 1983 and was included in the Report of the Senate Budget Committee to accompany S. Con. Res. 27, the First Concurrent
Resolution on the Budget for FY 1984. The Joint Committee on Taxation is presently compiling a similar table for fiscal years 1984-89, to be
published later this year.
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Chapter IV. SPENDING

INTRODUCTION

This chapter provides details on the Committee’s spending rec-
ommendations for each of the 21 functional areas of the budget.

Each functional section contains the following material:

—A listing of the major national needs addressed by Federal
activities in the function.

—A table showing for fiscal years 1984-87 the baseline used by
the Committee in arriving at its spending recommendations
and the Committee’s spending recommendations.

—A narrative explanation of the Committee’s spending recom-
mendations.

—A table showing historical spending information for the func-
tion.

THE BASELINE

The ‘“baseline” for spending as used in this report has been pre-
pared using the economic forecast contained in the Congressional
Budget Office (CBO) annual report to the Budget Committees and
the latest technical information available to CBO.

The baseline for all spending functions except function 050, Na-
tional Defense, and function 900, Net Interest, is the level as esti-
mated by the CBO that would occur if existing programs and poli-
cles were continued unchanged through the projection period with
all programs adjusted for inflation so that existing real levels of ac-
tivity are maintained.

The baseline for the National Defense function is the President’s
budget request (not re-estimated by CBO) as contained in his FY
1985 budget transmitted to the Congress on February 1, 1984.

The baseline for the Net Interest function is the CBO estimate
adjusted to take account of the National Defense baseline level.

This baseline is consistent with the baseline used by the House
Budget Committee in its markup of the First Budget Resolution

r.rhich was subsequently adopted by the full House of Representa-
ives,
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GENERAL NOTE

In the case of all tables in this chapter, details may not add to
totals due to rounding.



Summary Table 1

SUMMARY OF COMMITTEE RECOMMENDATION

[in billions of dollars]

Recommendation Projection
Function
FY 1984 FY 1985 FY 1986 FY 1987 FY 1988 FY 1989
050 NALONA] DBIENSE ..o vriiiies cer eriieiis eivete et b et s bt s s s sraessbeesn s b et s s bt BA 265.3 299.0 333.7 372.0 413.4 456.4
0 2375 266.0 294.6 330.4 367.0 402.8
150; In@rNatioNal AFFAINS ........o.ooovvi i ietseses sttt tem b re e e noRs e e s bese et e R s e R e pE et ens BA 21.0 15.2 16.3 17.1 220 12.7
0 12.0 13.0 12.2 12.5 13.5 13.8
250: General Science, Space, and TECARDIOZY .........ccocvovve e et ovcrssinsiss s, BA 8.5 8.5 8.6 89 9.3 9.7
0 83 8.4 85 8.7 9.1 95
270 ENBIZY .ouvvvvverrireranereriessensssereves s reasres shsensseasessosseassnssaacssesssssesus s eess s basbeas e sss s haseons st st e et et e BA 3.0 41 4.0 4.0 4.2 44
0 30 38 39 38 4.0 4.1
300; Natural Resources and Environment..................... .. BA 11.6 11.6 12.0 123 12.7 13.1
0 12.3 11.7 118 11.8 12.1 123
350: ARTICUIUIE. ...ttt ee corbesteeessrees s eetens orebese s bbb bRt omcenee BA 4.5 15.6 145 134 126 123
0 10.4 15.8 14.4 13.2 124 12.1
370; Commerce and HoUSING Credit ...............cooovoveemeeriereeeeiinrreisenes cvveervenisrrenisees coreissesiossemarmsasssrasssasses BA 5.6 6.4 6.3 1.7 8.4 8.9
0 4.0 1.6 2.2 34 3.3 29
B00; TRANSPOTIALION .......v.cvoor et ot msenicceame et s roeettsens st son e e se ettt et s e BA 29.3 28.8 30.0 31.1 322 334
0 25.7 26.9 28.4 29.5 305 318
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SUMMARY OF COMMITTEE RECOMMENDATION-—Continued

[In billions of dollars]

Recommandation Projection
Function
FY 1884 FY 1985 FY 1986 FY 1987 FY 1988 FY 1989
450: Community and Regional Development...............cccvmmvomimnnicccnnenes .. BA 1.2 6.9 15 78 8.2 8.5
0 7.7 8.2 8.0 8.1 8.0 8.2
500: Education, Training, Employment, and Social Services...................... .. BA 313 28.9 30.2 315 329 343
0 28.1 29.0 293 304 318 33.1
550: Health ............ccccecnuv, . BA 317 324 36.2 39.0 43.1 46.4
0 30.8 335 35.8 385 324 45.7
570: MeAdICal INSUFANCE ..ot s cisseersneeseseesaesseabasstsrsssssvastnras .. BA 62.5 715 84.2 99.9 104.1 111.3
0 59.9 67.1 74.1 83.1 94.0 105.6
600: Income Security.............ceccrvrverrne .. BA 118.4 145.1 154.9 164.4 174.7 183.4
0 97.1 113.2 119.0 1243 131.2 137.0
650: Social Security............covcvrimrens .. BA 175.0 199.8 215.9 229.1 268.7 291.7
0 179.4 190.3 202.7 217.1 233.2 249.2
700; Veterans Benefits and Services...........c.ocrvennninns .. BA 26.1 26.8 27.0 27.6 28.3 289
0 25.8 26.2 26.7 273 28.1 285
750; AAMINISIIALION OF JUSTICO . ..cooee oo srec s ire st catesrraes st s ssa s serssaer e ese s arsrsarsE Rk sb s R eR bt e s R SR SR NS BA 5.9 6.1 6.2 6.3 6.4 6.6
0 5.9 6.0 6.2 6.3 6.4 6.6
800: General GOVETNMEBNL .............c..ocoiiiiiieies rrcerraerecensrersvasnanses .. BA 53 5.6 58 5.9 6.1 6.3
0 55 54 5.6 5.8 6.0 6.0
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850: Genaral Purpose FiScal ASSISTANCE . ... ... .. oo oo e BA
0

B00: NEL IITBIEST..coovv. oo eeorieesesaeoseseesseesesesarasae st sanass b beeesepersseRssARA PR £8 HOREE S04SR S0n8 SRR PSR RS SREERs20s0 BA
‘ 0

G20 ATOWRNCES...... . veerrseerereremsereecmiesss e oasserissessenessssesssseess RSO RSA BRR PSRBT 000 BA
0

950 Undistributed Offsetting Receipls . . i moine: .. BA
0

Total.........cconmerenems . BA
0

Rovenuss ........covureensnr

1751 (11| QTR

6.8 6.4 6.4 6.7 71 14

6.8 6.4 6.4 6.7 1.0 73
108.6 124.9 141.4 160.4 182.5 200.6
1096 124.9 1414 160.4 1825 200.6
0.7 0.8 2.0 31 44 5.6

0.7 0.8 21 33 4.6 6.0
-152 -338 387 -85 413 450
-152 -338 367 385 413 450
9141 10106 1,064 12097 13410 14479
855.3 824.4 9966 1,081 11858 12781
6565.4 7437 811.0 882.6 9651  1,0383
189.3 180.7 185.6 203.5 220.7 241.2
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Summary Table 2

SUMMARY OF BASELINE ®

{in bilfions of doflars]
Funetion FY 1984 FY 1985 FY 1986 FY 1987 FY 1988 FY 1989
050: National DEfense ...................c.ooovecveceercvnivecvermaeressrrrersranenes . BA 265.3 3134 359.0 389.1 421.6 456.4
0 2315 2720 310.6 348.6 379.7 409.1
150: InErRational AHAIFS ...t aess s rransan s srats R RSt r e i BA 21.0 15.9 173 183 23.0 18.6
0 120 13.3 129 13.3 14.2 146
250: General Science, Space, and TECANOIOEY..........ccoo.covrvvrrerrrovnrsercrenscsericesrissssassssessessesesssssesssessocnsencerss DR 85 89 3.0 83 9.8 10.2
0 83 85 8.9 82 96 10.0
270 EMBIRY ..o vveetervrrecvtssasssatsemasas b s smsss s seaves s s s 228 s et s esss e ARt S e e ee s se e sa e BA s 4.4 44 44 4.6 48
0 3.0 4.0 4.3 4.2 43 44
300:; Natural Resources and Environment. . ... esntrsnrssens s sennseenres s BA 11.6 11.9 12.4 12.7 13.1 13.5
0 12.3 12.0 121 12.2 125 12.8
F50: AGRCUIULR.........oovvecveo vt vt cree s rsssasseares e ess ssb s s TR b e b bt 4 bar s sse s e bt eaens BA 4.2 14.6 15.8 17.1 17.9 19.3
o 10.1 1439 158 178 17.7 18.1
370: Commerce and Housing Credit ..............c...ooo oot e e BA 5.6 6.6 6.6 8.2 8.8 9.3
0 4.0 26 25 38 37 33
400: Transportation.........c.ccoo.ccorrercccrnnnnnnn, .. BA 293 29.2 30.4 316 327 33.9
0 25.7 271 28.7 30.0 31.0 32.3
450: Community and Regional Devalopment. .. ... .. et BA 7.2 7.0 7.8 8.2 85 89
0 7.8 8.5 8.2 8.4 8.3 85
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500: Education, Training, Employment, and Social SErviCes. ... e BA 313 30.1 315 329 M4 35.9

0 28.1 29.3 304 31.8 33.2 34.7

B0: HEAIN oo eeae s v estesesessee beeterenas b et easas bt st sea s seseeeaerPrAS A AeE VAR AR b TR R A e A e b A eb st s e e ba£en Rt st s BA 31.6 334 370 399 43.2 46.8
0 30.8 343 36.6 394 425 46.0

D70 MRICAl IMSUFAMCE ... oceeeeieees veeeirenseeresnsrasstoserror et assrsan st e e sresanbensrasaasiAeeseranseresesRassassensnsesessrnminnrssn BA 62.8 715 84.2 99.6 103.7 110.8
0 60.1 68.8 77.0 86.9 98.3 110.9

B00: INCOME SEOUFIY........ovevvevreeeeiecs s eossecersssess s st e st ccbs s sabees s s en s pesb st resn e nabi b s BA 118.5 146.0 156.1 165.6 176.0 184.8
0 97.3 115.5 120.7 126.2 133.3 139.3

650 SOCIAL SEOURILY ..........oeiirveisiecsrerssassareerassessseseaes st st emesrasenssemseens et et er s caseeasirross st asssns N BA 175.0 199.8 215.9 229.2 268.7 297.7
0 179.4 190.3 2028 217.2 233.3 249.3

700: Veterans Benefits ant SeIVICES...........cccnmeemecrrcecmersimessecesmrissessssssersisessssssesesssrossesssssssssssessssrssssres DA 26.1 271.1 21.3 28.0 28.5 29.3
0 25.8 26.4 26.9 27.6 284 28.9

750 ACIRISEIAION Of JUSHICR....o.. oot irer ettt s eres et mat et benenr s es e sesersastesenen omene wae # otsetsemsssrn BA 5.9 6.2 6.3 6.5 6.6 6.8
0 5.9 6.1 6.3 6.4 6.6 6.7

SO0 GRNBIAl GOVRIIITIENE ..ottt sttt eeee orets stersessiessisesebmensereessasaesae savmessrane rememesasse seomorassstenenons BA 53 5.7 5.9 6.1 6.2 6.4
0 54 5.5 58 5.9 6.2 6.2

850: General Purpose Fiscal ASSISTANCE ... s BA 6.8 6.7 6.7 7.1 74 1.7
0 6.8 6.7 6.7 7.0 7.4 1.7

Q00° NEL INERTESE......ooeeeceieenset oo eeee ettt steres sestomaemaassetreenemeseasaserenesesaeesstasemehsrmaebetresberensssetssnensstas BA 109.8 126.4 146.7 171.2 199.6 2245

0 109.8 126.4 146.7 171.2 199.6 2245
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SUMMARY OF BASELINE *—Continued

[In billions of dedlars]

FY 1984 FY 1885 FY 1985 FY 1987 FY 198 Fy 1889

: Allowances
G20 AHOWANERS .....oooeirieieereriecees e cctarrras e crcaentsbs e s srrben st brn drnas TR R PR PSSR e 1h 0o e e s ntnn s b o b T AT A SRR s R RS

950 Undistributed Offsetting Receipts .............

L 11 ¢ | TSRO T UO ST OOV T TP

Revenues...........

Deficit.........

BA 0.7 1.0 28 47 6.7 8.8

0 0.7 1.0 YA 50 7.1 34

e BA —152 —338 368 387 416 454
0 ~152 -338 38 —387 416 454

.. BA 9143 10322 11462 12509 13795 14892

0 855.7 9397 1,099 11325 12352 13322

663.0 733.0 7949 863.5 9451 10158

1927 206.7 235.0 269.0 250.1 3164

-

Assumes CBO bassiina for non-defsnze and President’s budget request (not re-estimated by CBO) for
usad by tha House Budget Committes in its markep of the First Budgat Resolution which was subsequently

defenss,
adepted

by e ol

mm:»unmamwmmm&amm;summmmmmam
Homaiﬂwnuﬁm.
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Summary Table 3

SUMMARY OF PRESIDENT'S BUDGET REQUEST AS RE-ESTIMATED BY CBO
[in billlons of dollars]

Function FY 1984 FY 1985 FY 1986 FY 1987 FY 1988 FY 1983
050: NGHONA DIRASE ..........c.ocov.eevreee e ssaesssresssss st et ssns st e smacebss s seeenss s mssetaesenses i asersioe BA 264.5 313.8 359.0 389.1 421.6 456.4
0 234.3 2735 3153 3525 3874 419.3
150; INTErRAtIONal AFfAIFS ......ccovivinieiceceeeer et s e sares st esesetreceres s e ae s ensisiis BA 22.1 21.2 224 224 22.5 215
0 123 16.1 16,5 17.8 18.5 18.4
250: General Science, Space, and Technology..........ccocvrrecrrensmiccmiiciemiinn « oo cort werirreesneeensnsee. BA 8.5 5.1 9.5 10.0 10.5 11.0
0 8.3 87 9.3 9.8 10.3 10.8
270: ENBIRY ...covmnrrrvrerrarssimessanesssrssssens e rssenessorenasmesemsiassssssossassansitansssssosiaserise, oos e v+ sveesssessiseseesier. DA 3.0 33 31 28 2.7 28
0 3.0 35 33 2.7 2.6 24
300: Natural Resources and ERVIFONMENT ..o vt e vretieer coremeeeseresemrmr st canene BA 117 11.2 11.2 11.2 114 114
0 12.3 11.5 11.3 11.1 11.2 11.3
350: Agriculfure.... . oo e e s ssSsnss e BA 43 14.4 14.0 13.9 12.7 12.4
0 10.1 14.7 13.9 13.8 12.6 12.2
370: Commerce and Housing Credit ............ . i ol s i e e s BA 3.6 5.2 54 6.8 7.0 7.4
0 4.0 18 1.6 2.7 2.2 16
400 TranspOrtAtIoN. .......c. ... oo e+ e s ssnseersren. B 294 294 30.1 30.0 29.7 294
0 25.8 26.8 28.2 29.2 29.1 29.0
450: Community and Regional Development.......... et seeae st pepe i e+ et oo it sneas BA 1.2 6.4 6.6 6.6 6.7 6.7

0 78 8.1 14 13 6.8 6.7
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SUMMARY OF PRESIDENT'S BUDGET REQUEST AS RE-ESTIMATED BY CBO—Continued

fin billions of dolinrs)
Function FY 1384 FY 1885 FY 1986 FY 1387 FY 1988 FY 1989
500; Education, Training, Employment, and Social Services.......ccococciverrircnns .. BA 31.2 272 27.3 274 275 1.7
0 28.0 218 21.1 27.1 213 215
850: Health . oo .. BA 31.6 321 35.0 375 40.2 43.1
0 308 33.2 350 374 40.1 430
B0 MBdiCal MISUTEACE oo et eseeeseseecsemroracascass s bremsrsesas s sssassssassssersassersrnncrce DRV 62.9 70.8 83.3 98.2 97.5 105.0
0 60.0 67.7 749 835 93.3 164.1
BO0: INCOME SEOUTIIY ....cooo....ocrererc et ieemsasesitssbars s s b essb e seb s res et ceit e bbb snrms b aer BA 117.3 140.2 153.7 165.6 123.4 182.2
0 96.8 1134 117.2 122.2 128.5 133.5
6507 SOCIA SBCUMLY .....cooo... o ororereees sttt eas e sbare iR R e b BA 175.0 2007 216.8 2299 2734 301.0
0 1794 190.3 202.7 2170 233.0 2489
700: Veterans Benefits ANt SOIVICES ...t ieeerer oot sees e otb s et s s sarsressbesssssssebassnsersasassssss BA 26.0 21.2 28.2 28.9 298 30.5
0 25.5 26.3 276 28.4 294 30.0
T50: ADMINISEIALION OF JUSTICO. ... o tveoeie et eas et eeeeeee s eeeetestseseasssastesseorassssaam st entarsems st esseassasssnssssnsans BA 59 6.1 8.2 8.3 6.4 835
0 6.0 6.1 6.1 6.3 6.4 6.5
B0 GENEral GOVEIMIMBNE ... ..ottt ent s eens et tetee e eee e ren st s assseet i e saesasbss st s samaesersnsseasesosssassstratanes BA 5.4 5.8 59 6.0 6.2 6.3
0 5.5 5.7 5.8 59 6.1 6.1
850: General Purpose Fiscal ASSISTANCE ... oo ses et reressens. DR 5.8 6.6 6.6 57 6.8 6.9
0 6.8 6.6 6.6 6.7 68 6.9
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900: Net Interest..........ccovmmmimcninniis - oo oo et e o e e e e s BA 109.5 125.0 1433 164.8 189.1 208.6
0 109.5 125.0 1433 164.8 189.1 208.6

G20: ATOWANICES...........oooecrvvves coovrreen e eect st st caersbssssssnsssncsrens smscans sressiens seoasssanssesrsssessieess DRV 0.5 0.9 40 6.0 8.1 10.2
¢ 0.5 10 4.1 6.3 35 108

950: Undistributed Offsetting ReCOIDYS ..ot it irecerenncss ceccsnns ccorinissrosisssesns DR —152 -4 382 -1 432 40
0 —-152 344 382 401 —-432 410

TORAL .. .o cssenes s et et Seses b Ssetireen Ciret s e e BA 9132 10223 11336 12300 13401 14401
0 851.8 9333 10181 L1123 1L,206.1  1,290.7

REVBIUES .oocovvieo e sscireies —oh crnoiea e ree e oS b bR R R R b 665.0 741.3 807.2 878.3 9635  1,039.4

DRACIE. ... ccocueesseceeeesere s eessses et b s ne s e SeEeeR Aot bR e e e 186.6 1820 2119 234.0 202.6 2513




Summary Table 4

HISTORICAL OUTLAYS
[In billions of doflars]
Function FY 1976 FY 1877 FY 1978 FY 1878 FY 1980 FY 1981 FY 1982 FY 1983
050; NATIONAE DOIBASEY..........oooeievtesrcsrius st ssssersessers s sanenten i sas b crstasessessisassnns £9.6 97.2 104.5 116.3 134.0 157.5 185.3 2089
150: INtRIRARIONEAL AFFAIFS............ooo oo cas st eas 2eer sttt 5.7 5.0 6.1 6.3 109 i1.2 18.1 3.0
250: General Science, Space, and Technology ... e e 44 4.7 4.7 5.1 5.7 6.4 7.1 1.7
ZT0: EDBTEY .ooverreeieenienieeme e nrssssscsemsmso o sasesacs s b cesss s eccasiss et ens it sesams coss ettt ins 31 4.2 58 6.9 6.3 10.3 4.7 4.0

300;: Natural Resources and ERVITONMENY ..o eesrosiensnie s estese st seeseesn s e mrmses 8.2 10.0 11.0 12.1 139 13.6 13.0 12.7

3500 AGFICUIULE .......covce e ceccnreeunssesrmesesnensestasneser e iass e sesredssabcrsisas o sss et s s 25 5.5 7.7 62 49 55 148 2.2
370: Commerce and Housing Credit..............ocooeeoveereove et 38 0.1 33 26 78 4.0 35 44
B00: TransSPOrtation ..o ccsreen s st st et es bt 13.4 14.6 15.4 17.5 21.1 234 20.6 21.4
450: Community and Regional Development..............oocoiciiacimncnmnin.: 4.8 6.3 111 95 10.1 94 1.2 6.9
500: Education, Training, Employment, and Social Services ... 18.7 21.0 26.5 29.7 308 314 26.3 26.6
G50: HOAIN .....oovccooooroevcaecrcanr s oo eessssaress s e p e R 157 17.2 18.5 205 23.1 26.9 274 287
570 Medical INSUTARCE ..........oeecre e rern et = oot ee s vr s e sran s ns et o 158 183 22.8 26.5 21 35.1 46.6 52.6

BOO. INCOME SRGUIIY Y L o o L i i ettt e et e et treeeeteeeaetr—ereratrnrrrrans 606.8 61.0 61.5 66.4 86.4 §5.2 187.0 1222
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650: S0CIAl SBOUFITY ...t it s er s st e s st ss s mbstassers b1 at enrstmnnesenasannrsses e o aee oen 739

700: Veterans Benefits and SerViCes .............cueriiiooscnimmmnssessssessicesossasneeeson oo 18.4
750: AdmMinistration of JUSHCE ............ccveeermeirervvnniies s scsecssssesssceseecessessssssessesrons 33
800: General GOVEIMMENE ..............co.co.ovicrcereecrncrems s sirasissmsssresesacsorcesssessssceseeeserases 2.7
850: General Purpose Fiscal ASSISTANCE..............c.ocoovceeeevreseeveneessressess e sessessssessas 1.2
B00: NEY INTRIESt ...ttt et ms s essensesea s ssasesnre s e s sens 26.7

950: Undistributed Offsetting Receipts ... ccomresseecreecremmersssesnsseenns — 144

83.1

18.0

3.6

29

9.5

29.9

—14.9

93.9

19.0

38

34

9.6

354

—15.7

104.1

19.9

4.2

39

8.4

42.6

—175

118.6

21.2

4.6

41

8.6

92.5

—199

139.6

23.0

4.8

44

6.9

68.7

—28.0

156.0

24.0

4.7

4.4

6.4

85.0

—26.1

170.7

2438

5.1

48

6.5

89.8

—34.0

TORAL ......coomrmenc s s reress s s e esareseat e s sess s ss s ces e e ne s ses st sames 364.5

4005

448.4

491.0

576.7

657.2

728.4

796.0

VAl years adjusted for comparability with the military retirement system changes that become effective in FY 1985.
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Summary Table 5

SUMMARY OF FEDERAL AID TO STATE AND LOCAL GOVERNMENTS IN COMMITTEE RECOMMENDATION

[In biflions of dotlars]

Recommendation Projection
Function
FY 1984 FY 1985 FY 1986 FY 1987 FY 1988 FY 1989
050: National DEfBNSE ......oceovvvieecer et enrssasanssvnsessmseansaees .. BA 0.2 0.2 0.2 0.2 0.2 0.2
0 0.1 0.2 0.2 0.2 0.2 0.2
Z70: EMBIEY .......ooonevvcurersnressessmsssssssssssesessssencrsssecosesomsestesasssess s ss s A8 R8RSR BA 03 0.3 0.3 03 03 0.4
0 0.5 0.5 0.5 0.5 0.5 0.5
300: Natural Resources Environment....................ccoovmrvrennens .. BA 35 35 3.7 3.8 4.0 42
0 3.7 37 3.7 36 3.7 37
350: AgrictBure.............ovivercvincnmnmsseniasncinnans .. BA 2.1 1.8 14 1.2 1.2 1.0
0 2.1 1.8 14 1.2 1.2 1.0
370: Commerce and Housing Credit ..................cccorccocrrmrrnrencicnn .. BA ) *) * ™ * *
0 ™ ™ ™ ™ ™ *)
400: TranSPOrtAtioN........c.orvcrmrccmriccrronictiir s assisas st ssa s stasssssseses .. BA 19.3 19.9 20.8 21.7 22.6 23.5
0 16.0 18.1 19.3 20.2 20.9 21.9
450: Community and Regional Development......................... . BA 5.0 4.6 5.1 53 5.5 5.8
0 5.3 5.6 5.5 55 53 5.3
500: Education, Training, Employment, and Social Services...............ccoveiiiicincinann. . BA 20.7 18.0 19.0 19.9 20.8 21.8
0 17.2 18.0 18.3 19.1 20.0 20.8
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550: HEAMN ... coooooe s ererereeetrevanreen e .. BA
0

GO0 IHCOME SEOUKILY. ........oooovvevecsereesssarmsrenesacerseriesesesmes e rseeessommeecs AR a7 SRR A SaR s e8RS b mERT R SR e n0 020 BA
0

700: Veterans Benefits antd SBIVICES ... oeiciiecrnnsererrasessesssranmeseesssssase s essbaesss s esecasansesesessencncans BA
0

T50; AGIIIISATAUON OF JUSIICR. o ooee oo ee e eaeas ovoretanraee et saeesssbetsResss b s et rnsessbanrsssassananscons BA
0

Q00 Benera! GOVBIRMEBAL . oo e ereceeis s srecereacasbrasbebrra st taec s s R anerherevsneasa arepened . BR
0

850: General Purpose Fiscal Assistance ... v, .. BA
0

TORAL oot cem e et er et vae e rsaeaeerve RS asn A e eA SR e AP R AR bR SRS E A AeRYRA e RSt e b Aot eRnnteas FarasrieanaeseRerernasiens BA
0

21.9 233 26.1 28.4 317 343
21.5 239 26.1 283 316 3.2
310 30.2 314 327 4.1 3535
25.7 26.0 27.1 283 29.7 310
0.1 0.1 0.1 0.1 0.1 0.1
0.1 0.1 0.1 0.1 0.1 0.1
0.1 0.1 0.1 0.1 0.2 0.2
0.1 0.1 01 0.1 6.2 0.2
0.2 0.2 0.2 0.2 6.2 0.2
0.2 0.2 0.2 02 0.2 0.2
6.7 6.3 6.3 6.6 6.9 7.2
6.7 6.3 6.3 6.6 6.9 12
111.1 108.5 114.7 120.5 127.8 134.4
99.2 104.5 108.8 1138 1205 1263

*Lass than $50 million,
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Function 050: NATIONAL DEFENSE

MAaJor NATIONAL NEEDS ADDRESED BY THE FUNCTION

—Protect America’s people, its institutions, and its lands from
foreign aggression.

—Improve the current overall military balance between the
United States and its allies, and the Soviet Union and its allies.

—Deter a nuclear attack on the United States, or its forces, or on
other nations whose security is important to us, and assure that
should deterrence fail, the United States can respond to the threat
at all levels of conflict including inflicting unacceptable damage to
the Soviet Union in retaliation.

—Maintain, with our allies, sufficient military power to counter
aggression anywhere in the world.

—Seek equitable and verifiable international agreements to limit
and reduce all armaments, to prevent proliferation of nuclear
weapons technology, to settle disputes by peaceful means, and to
strengthen international stability.

FUNCTION 050 PROJECTIONS

[in billions of doflars]

FY FY FY FY
1984 1985 1386 1387

Baseline "...................... R reereresbersbsaaessnns BA 2653 3134 359.0 3891
0 2375 2720 3106 3486
CBO baseline......... eeressasoressnesesensaetnsasarssanenssenensramesassinsassrisnsensrrs DR 2641 2973 32.0 3672
0 2344 2634 2946 300
Committee recommendation ..............cc..ooocoiiniiieviceerenien e BA 2653 2990 3337 3720
0 2375 2660 2946 3304

' President’s budget request (not reestimated by CBO). This baseline is consistent with the baseline used by
the House Budget Committee in its markup of the First Budget Resolution which was subsequently adopted
by the Full House of Representatives.

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $299.0 billion in budget
authority and $266.0 billion in outlays for this function in FY 1985.

In the past, the Committee has been in the forefront of the effort
to obtain funding for rebuilding and sustaining an adequate de-
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fense for our Nation. The Committee recognizes that improvement
of our military capability is a process that takes many years and
that success is heavily dependent on the ability of the Congress to
provide a stable funding environment. The Committee has ap-
proved funding targets for national defense which vary only slight-
ly from the ones approved by the Congress in the FY 1984 budget

resolution.

FUNCTION 050 HISTORICAL DATA

[Outtays—Dbillions of dollars)

Actual

Major program FY FY By FY FY Y FY Fy

1976 1977 1978 1979 1980 1981 1982 1983
Military personnel® ...............cc..c....... 325 337 36 373 409 479 552 609
QOperation and maintenance................ 278 306 336 364 448 519 597 649
Procurement.............ccooevveueienrenionnennns 160 182 200 254 290 352 433 536
Research and development................ 8.9 98 105 11.2 131 153 177 206
Atomic energy defense activities ...... 1.6 19 2.1 25 29 34 43 5.2
Al Other ..........coooviveeeeeerceeeeec 238 il 2.7 35 33 38 5.1 4.7
Total function!...........cccoovcoveeeeeeee... 896 972 1045 1163 1340 1575 1853 2099

Nominal growth (percent).........
Real growth (percent) ...............

4 ] 8 11 15 18 18 13
-3 2 0 4 3 5 8 8

YAl years adjusted for comparability with the miary retirement system changes that become effective in FY 1985.



Function 150: INTERNATIONAL AFFAIRS

MAJoOrR NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Support the security and economic and political stability of
allies and friendly governments.

—Assist our domestic economy by strengthening international
economic institutions and promoting trade.

—Promote a stable international environment that will reduce
conflicts, encourage worldwide economic progress, and bring great-
er respect for human rights.

—Advance American foreign policy throughk-diplomacy and im-
proved communication between the United States and other na-
tions.

—Support the long-term development of poor countries.

FUNCTION 150 PROJECTIONS

[tn billions of dollars]
Y FY FY FY
1984 1985 188 1997
BASBIIME........o..ooeeeeeee e et et e enenre s reneneen —aaee on BA 210 159 173 183
0 120 133 129 133
Committee recommendation..............c.ccoovevcinnvieniccecsesi e BA 210 152 163 171
0 120 1306 122 125

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $15.2 billion in budget
authority and $13.0 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a 1-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 196. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 150 HISTORICAL DATA

[Outiays—billions of dolars]
T Actual
Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1978 1980 1531 1982 1983
Foreign economic and financial
assistance ... . 2.7 29 2.7 30 37 42 39 4.0
International secunty assvstance . 19 1.7 25 24 28 32 31 38
Conduct of foreign affairs............... 0.7 1.0 1.1 13 14 13 1.6 1.8
Foreign information and exchange
activities ... . 04 0.4 0.4 0.5 0.5 0.5 0.6 0.6
International ﬁnanclal programs ..... +(™*) —09 —-06 -—09 24 20 09 -—-11
Total function.... - - 5.7 5.0 6.1 63 109 112 101 9.0
Nominal growth (percent) . =20 -12 22 3 73 3 -1 -11
Rea) growth (percent)......... -26 =17 14 -9 59 —6 =16 —15

*Less than $50 miliion.
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Function 250: GENERAL SCIENCE, SPACE, AND
TECHNOLOGY

MAaJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Expand scientific knowledge through support of basic research
in all fields of science.

—Explore space to develop a greater understanding of the Earth,
solar system, and universe.

—Develop practical, economic, and productive applications of
space technology.

FUNCTION 250 PROJECTIONS

[In billions of dollars]
FY FY FY FY
1984 1985 1986  1S§7
BASBIIME ..ot eea et eeeea e rareretraeaeenns BA 85 88 9.0 9.3
0 8.3 8.6 3.9 9.2
Committee recomMmMENdation ............ccomemceenvicricecrcirsnsncassssenene BA 8.5 8.5 8.6 89
0 8.3 8.4 8.5 8.7

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $8.5 billion in budget
authority and $8.4 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a 1-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 250 HISTORICAL DATA

(Outiays—billions of dollars]
Actual

Major program FY FY FY FY FY FY FY FY

1976 1977 1978 1979 1930 1981 sk 1943
SCIBMER oo eeee e e e e emaeens 1.0 1.1 1.2 13 14 15 1.6 1.6
Space shuttle..........coococcccvcivecee. 1.6 18 18 18 2.1 27 31 35
Other space activities ........................ 18 1.8 1.7 2.0 2.2 2.2 24 2.6
Total FUnCtion......cveeveevveeereeeeeiiine 44 4.7 4.7 5.1 5.7 6.4 7.1 1.7

Nominal growth (percent)....... 7 o0 9 12 12 1u s

Real growth (percent) ............... 2 1 —6 0 3 2 4 4




Function 270: ENERGY

MAJOR NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Mobilize the Nation’s resources to protect the Nation’s energy
security and independence.

—Promote energy production and conservation through pricing
policies that reflect the real cost of energy.

—Protect the Nation from being harmed by disruptions in
energy supplies.

—Through long-term R & D, develop renewable sources of energy
to sustain long-term economic growth.

FUNCTION 270 PROJECTIONS
[In billions of dodlars]

FY FY FY FY

1984 1985 1986 1987
BASEIINE ... s eeevssrsesreseeereesssereerssosencasacessassosecssssesenens B 3.0 44 44 A4
0 3.0 4.0 43 A2
Committee recommendation eeeeareraesemmessssrasseens o BR 30 41 40 40
0 3.0 38 39 38

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $4.1 billion in budget
authority and $3.8 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a 1-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 270 HISTORICAL DATA

[Outlays—bilkons of doilars]
Actual

Major program N R RN RN R R R R

976 1977 1978 1879 1s80 1981 9% 1983
ERErY SUPPHY -..cooormrceecr s reccrcveecnsemsasenas 18 25 23 34 34 54 34 33
srereermesmsssisssssansersermrenemeeeeneee. 08 100 13 18 17 1.8 13 07
tting receipts ................ —-02 —02 —06 —05 —15 —19 —18 —17
Energy conservation.............ccocemvvvvcerenee. 01 01 02 03 06 07 05 05
Strategic petroleum reserve X ... 69 10 03 33 02 02
Energy information, pelicy, and regulation....... 66 07 03 07 09 10 1o 10
All other .......oeevereer e, 01 10 03 09 13 0.1 ...
Total function ..........coccvoveeeerecrcerereeee 31 42 58 69 63 103 47 40
Nominal growth (percent).................... 41 35 33 9 -9 63 —54 -—15

Real growth (percent).......................... 38 28 30 9 —~-16 49 -5 18

1 Beginning with FY 1982, outlays for oil acquisition for the strategic petroleum reserve are off-budget.



Function 300: NATURAL RESOURCES AND ENVIRONMENT

MAaJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Protect the public health and the environment with special
emphasis on abating pollution of the land, air, and water through
control of hazardous wastes, injurious pesticides, and toxic sub-
stances.

—Provide for balanced conservation and development of public
land, water, timber, minerals, and other natural resources.

—Preserve natural areas, fish, and wildlife.

—JImprove our knowledge and understanding of the Earth’s
structure, atmosphere, environment, and resources.

FUNCTION 300 PROJECTIONS
[In tiilions of dollars}

FY kY FY FY

1984 1985 1986 1897
BaASBHNG ..o oo eierm e rsascceres <svien esroee scssossarersmssiessoeensrinsers DR 116 119 124 127
0 123 120 121 122
Committee recommentation ... ...........cccoovvceeereereeeversessecerssssenenss BA 116 116 120 123
0 123 {17 118 118

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $11.6 billion in budget
authority and $11.7 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a 1l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 300 HISTORICAL DATA
[Outiays—biflions of doflars]

Actual

Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 1980 1981 1982 1383

Water resources .......coovvcvcvvcceveeee. 2.8 3.2 35 39 43 4.2 4.0 39
Forest management ..............ccccoeee.. 0.6 0.7 0.8 0.9 1.1 1.9 19 16
Recreational land acquisition ............. 03 0.3 0.6 06 0.6 05 0.3 0.4
Operation of recreational resources.. 0.6 0.7 0.8 0.9 L1 11 1.1 0.8
EPA construction grants................... 24 35 32 38 43 39 38 30
EPA research and regulatory pro-

4 1111 JOOR X 0.7 08 09 12 13 1.2 13
All other ... 0.8 0.7 1.2 1.0 1.2 0.6 0.6 1.7

Total function........ovvevvreevcennee. 82 100 110 121 139 136 130 127

Nominal growth (percent)......... 12 2 10 10 15 —2 —14 -2

Real growth (percent) ........... 4 16 3 1 6 —11 -1 —6




Function 350: AGRICULTURE

MaJor NATIONAL NEEDS ADDRESSED BY THE F'UNCTION

—Assure sufficient agricultural production to meet domestic
needs and export demands.

—Provide an adequate return to farmers.
—Ensure food price stability.

—Increase farm production and income through the conduct and
application of research.

—Improve the efficiency and reliability of domestic and export
agricultural marketing systems.

FUNCTION 350 PROJECTIONS
[in billions of dollars)

FY FY FY FY

1984 1385 1836 1s@
BASEIINE e cencere s veersessaesessroesssnrasssnesessensebacs sansasseens DR 42 146 158 171
0 181 149 156 119
Commitiee recommendation...............ocooovoeeoeeecceiinesrssrerense e DR 45 156 145 134
0 104 158 144 132

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $15.6 billion in budget
authority and $15.8 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.

The Committee recommendation also assumes savings from the
Agricultural Programs Adjustment Act of 1984 (P.L. 98-258). In FY
1986 and beyond, savings resulting from the Deficit Reduction Act
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of 1984, which authorizes the IRS to offset debts owed the Federal
Government against Federal income tax refunds and accelerates
the collection and deposit of nontax Federal receipts, are also as-

sumed.

FUNCTION 350 HISTORICAL DATA
[Outlays—biflons of dollars)

Actual

Major program FY Y FY FY FY FY FY FY
1976 1977 1978 1979 1880 1881 1982 1983

CCC farm price supports...........cc.... 0.7 35 5.5 38 2.7 40 117 186
Other farm income stabilization
programs.... -~ 09 1.0 1.0 1.1 0.7 —-™ 1.6 20
Agricultural research and services... 09 1.0 11 14 13 1.5 1.6 1.6
Total function... - e 25 55 1.7 6.2 49 55 149 222
Nominal growth (percent) ......... 47 120 0 -—-19 =21 12 171 43
Real growth (percent)............... 36 109 31 -2 =27 2 153 43

*Less than $50 million.



Funection 370: COMMERCE AND HOUSING CREDIT

MaJdor NaTioNAL NEEDS ADDRESSED BY THE FUNCTION

—Ensure that an adequate supply of mortgage credit is available
nationally.

—Target credit to urban and rural areas and to prospective bor-
rowers not well served by private credit markets.

—Maintain effective mail service at reasonable rates financed
primarily by user charges.

—Support job development and a productive economy through
assistance to and oversight of business.

FUNCTION 370 PROJECTIONS

[In billiens of dollars]
Y FY FY FY
1884 1985 1986 1887
BASBING c.covrereeeesseeie s orenessssarscsssesssbasorsssanssserrenstessarseneresenss BB oovieen, 5.6 6.6 6.6 82
0. 4.0 2.6 25 38
Committee recommendation...............ccccoorrvecre e vervssserarr e vsersens BA....... 5.6 6.4 6.3 1.7
0.... 48 16 2.2 34

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $6.4 billion in budget
authority and $1.6 billion in outlays for this function in FY 1985

In keeping with the Committee’s assumption of a l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’'s authority to allocate the aggregate
totals as they so determine.

The Committee assumes that outlays will be reduced further in
FY 1985 by the enactment of legislation to increase the capitaliza-
tion of the National Credit Union Share Insurance Fund.
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FUNCTION 370 HISTORICAL DATA

[Outtays—billions of doflars]
Actuat
Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 1980 1981 1982 1983
Mortgage credit and thrift insur-

ARICL oo esremsenannne 12 -—-33 0.2 -—07 3.7 0.7 1.2 2.1
Postal SEIVICR........eeceeeererrereeene 1.7 23 1.8 1.8 1.7 1.3 0.7 0.8
Other advancement of commerce ..... 0.9 1.1 1.3 1.5 24 2.0 1.9 1.5

Total function.........ccoemreeercreccunn 38 0.1 33 2.6 7.8 4.0 39 4.4

Total function without asset

$ales 1 oeererisreen, 0.2 31 74 5.5 9.6 1.7 6.5 6.1
Nominal growth (percent)... —33 —50 139 -—-26 7% =20 -—16 -6
Real growth (percent)......... —38 —53 124 32 61 -—-27 =21 —10

! The term “asset sales” used hers means net sales of certificates of beneficial ownership (CBOs),



Function 400: TRANSPORTATION

MAaJor NaTiONAL NEEDS ADDRESSED BY THE FUNCTION

—Develop and maintain a transportation system that meets the
needs of commerce and the public.

—Assist in ensuring that the transportation system operates
safely, reliably, and efficiently.

—Ensure that Federal transportation policy and programs are
consistent with the Nation’s economic, energy, environmental, and
social goals.

FUNCTION 400 PROJECTIONS
fin bikions of dollars)

FY FY FY FY

1984 1985 1986 18
BaSRINE ..o eeeeeeieeeee oottt teess e eataras etaserataranserannreetrees BA 293 292 304 316
0 257 271 287 300
Commitiee recommendation..........cevoeeierceveeceveiveecrisiesressssinne. BR 233 288 300 311
0 257 269 284 A5

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $28.8 billion in budget
authority and $26.9 billion in outlays for this function in FY 1985.

In keeping with the Committee's assumption of a l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog:
nizes that such an assumed freeze in this function is only for illus
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 400 HISTORICAL DATA
{Outlays—billions of doitars]

Actual

Major program kY FY FY FY FY FY FY FY
1976 1977 1978 1979 1980  1s&,1 1982 1983

Federal-aid highways ...........cccccoeee.. 6.4 6.0 5.9 6.9 88 83 18 8.7
Grants to Amtrak ..............ccoooveneeen.... 04 0.7 0.7 0.8 0.8 0.9 0.7 0.7
Financial assistance to Conrail.......... 03 0.7 0.7 0.7 0.6 0.2 ) T
Northeast corridor rail project.......................... 0.1 0.2 0.2 0.2 0.2 0.3 03
Urban mass transit pregrams.......... 1.3 1.7 20 25 32 39 39 338
FAA operations .... . 16 1.7 1.9 20 22 23 2.1 25
Airport/airways (trust fund) pro-
grams... . 05 0.6 0.8 0.8 0.9 08 0.7 0.8
NASA aeronautlcal research pro-
grams ... -~ 03 03 04 04 05 0.5 0.6 0.6
Maritime constructlon and operat-
ing subsidies.... ST (- 0.6 0.5 0.5 0.6 0.5 0.6 05
Coast Guard operatlons and acqul-
) (111 3OOV 08 1.0 1.0 1.2 13 15 1.7 20
All Other ..........ovemerrrmrccrrccmnrrveneneens 13 12 13 15 18 38 22 15
Total function............ccocorvecrreneere. 134 146 154 125 211 234 206 214
Nominal growth (percent)......... 29 9 5 14 21 11 —-12 4
Real growth (percent)............. 19 3 ~1 4 11 1 -—18 0

*Less than $50 million



Function 450: COMMUNITY AND REGIONAL DEVELOPMENT

MaJsor NaTtionaL NEEDS ADDRESSED BY THE FUNCTION

—Promote the development, maintenance, or redevelopment of
economically and socially viable neighborhoods in urban, suburban,
and rural areas.

—Develop a partnership among Federal, State, and local govern-
ments and the private sector to assist in the stabilization and revi-
talization of economically depressed or declining areas.

—Provide relief to areas that suffer from natural disasters.

FUNCTION 450 PROJECTIONS
(in billion of doitars]

FY FY FY FY

1884 1985 1985 1587
BaSBIINR .o oo st er e e enen st et st e s ate s enes BA 1.2 7.0 7.8 82
0 7.8 8.5 82 84
Committee recommendation................ccooccoeeevveieeceeren i BA 1.2 6.9 15 18
0 1.7 8.2 80 8!

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $6.9 billion in budget
authority and $8.2 billion in outlays for this function in FY 1985.

The Committee recommendation assumes enactment of H.R.
4169, the Omnibus Budget Reconciliation Act of 1983, which passed
the Senate on April 5, 1984. It also assumes management savings
included in the Deficit Reduction Act of 1984.

In keeping with the Committee’s assumption of a l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 450 HISTORICAL DATA

[Outlays—billons of dollars]
Actual
Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 1980 1981 1982 1983
Community  development  block
grants.... orverans w10 2.1 25 3.2 39 4.0 38 36
Urban development achon grants 0.1 0.2 0.4 0.4 0.5
Other community development pro-
grams ... . .. 18 13 0.3 0.8 0.8 0.6 0.4 0.3
Economic Deuelopment Admlnlstra-
tion... - U | I 0.2 0.3 03 0.5 0.4 0.3 0.2
Local publlc works program SOUOOPROPPR | X - 31 1.7 0.4 0.1 *) *)
Other area and regional develop-
ment programs.............ccccocceeveeeee. 1.3 1.6 1.6 19 23 22 23 24
SBA disaster loans..........ccc.ccccecrvrreee. 0.1 0.2 2.1 1.0 0.9 11 —03 -—-04
Other disaster assistance programs.. 0.4 0.5 0.8 0.7 1.1 0.6 0.2 04
Total function... 43 63 111 95 101 9.4 12 6.9
Nominal gro\vth (percent) 30 31 76 ~14 6 -7 -23 —4
Real growth (percent) ............ 20 24 65 21 -2 =15 -8 —8

* Less than $50 million,



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

MaJor NaTioNAL NEEDS ADDRESSED BY THE FUNCTION

—Improve educational opportunities for disadvantaged and
handicapped children.

—Provide financial assistance for postsecondary students.
—Support educational and cultural institutions and activities.

d—iEnhance training and employment opportunities for youth and
aduits.

—Support institutions and agencies regulating management-
labor relationships and the gathering of labor statistics.

—Provide supportive services for groups such as the poor, the
aged, and the handicapped to assist them in becoming self-suffi-
cient.

FUNCTION 500 PROJECTIONS

[In biffions of doilars]
FY Y FY Y
1984 1985 1986 1987
BaSBHNE o eceieesis s e sbeb v terssn e s b s r b e s s rasaras 2era: BA 313 301 315 349
0 281 293 304 318
Committee recommendation .............cooovevvvcerevvensicvemmererrisesnsenrne. BR 313 289 302 35
i} 281 260 293 304

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $28.9 billion in budget
authority and $29.0 billion in outlays for this function in FY 198b.

The Committee recommendation also assumes savings provisions
included in the Deficit Reduction Act of 1984, and the funding of
entitlement programs at the baseline.

In keeping with the Committee’s assumption of a l-year freez
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro
jected rate of inflation beginning in FY 1986. The Committee recog
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nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.

FUNCTION 500 HISTORICAL DATA
[Outiays—billions of doHars]

Actual

Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 138 1981 1982 1683

Compensatory education (includes

chapter | of ECIA) ...........cccooveeeee. 2.2 24 28 3.1 3.6 34 3.0 26
Education for the handicapped......... 0.2 0.2 0.3 0.6 0.8 1.0 11 13
Vocational education........................ 0.7 0.7 0.7 0.8 0.9 0.7 0.8 0.7
Education impact aid .......................... 0.6 0.8 0.8 09 0.7 0.7 05 05

Other elementary, secondary edu-
cation (includes chapter 1l of

W1 ) SRRSO RO | X" 0.5 0.5 0.6 0.7 1.2 13 1.2
Guaranteed student loans.................. 0.1 0.1 0.5 0.9 1.4 23 30 2.6
Other student assistance.................... 23 26 25 29 37 45 35 46
CETA title Vi and 1I-D, public

service employment™.................... 2.4 2.8 5.8 5.0 3.7 0.9 e
Other CETA L ..o 2.7 28 38 45 5.2 6.8 . 3
Job Training Partnership ACt....... ..ot et en s e saees 39
The employment service................... 0.4 0.6 0.6 0.6 0.8 0.8 0.7 0.7
WIN. oo 0.3 0.4 04 0.4 0.4 0.4 0.2 03
Social services hlock grant (itle

4 OO OO K. 2.6 2.8 i1 28 26 2.6 25
Community services program ............ 0.5 05 0.6 0.6 06 0.6 03 0.3

Other social services (includes vo-
cational rehabilitation and head-

start) ... L7 20 22 29 2.7 33 a1 33

RlLother ...........coooveeveerres oriannrene. 1.8 20 22 28 28 22 2.1 21

Total function..............coecovveveree. 187 210 265 297 308 314 263 266
Nominal growth (percent)....... 18 12 26 12 4 2 —16 1
Real growth (percent).......... 9 6 18 3 -5 -1 =22 -3

' Replaced by Job Training Partnership Act beginning in FY 1983



Function 550: HEALTH

MAaJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION
—Provide health care services to the elderly, poor, and disabled.
—Restrain inflation in Federal health care costs.

—Acquire knowledge regarding the causes, prevention, and treat-
ment of diseases, and promote preventive measures by which good
health can be maintained.

—Support the education of students in the health professions, es-
pecially in primary care fields.

FUNCTION 550 PROJECTIONS

[In billions of doliars]
FY FY FY FY
1984 1985 1986 1987
BaSEHNE ... eereee e e e esesneessoeennessmreeneneees DR 316 334 370 399
0 308 343 366 394
Committee recommendation............oocooooovvoeii e v BA 317 324 362 390
0 308 335 358 385

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $32.4 billion in budget
authority and $33.5 billion in outlays for this function in FY 1985.

The Committee recommendation assumes major savings in med-
icaid, as contained in the Deficit Reduction Act of 1984. It also as-
sumes enactment of H.R. 4169, the Omnibus Budget Reconciliation
Act of 1983, which passed the Senate on April 5, 1984. This meas-
ure delayed the cost-of-living adjustment for retired Public Health
Service officers.

In keeping with the Committee’s assumption of a 1l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the

Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 550 HISTORICAL DATA

[Outizys—biliions of doilars)

Actual

Major program FY FY FY FY FY FY FY FY

1976 1977 1978 1979 1980 1981 1982 1983
Medicaid ..o, 8.6 99 107 124 140 168 174 180
Other health care services................. 3.1 31 3.2 36 4.0 4.4 4.4 4.1
Health research ... S . | 25 2.8 3.0 34 3.8 39 4.0

Education and trammg of health

care work force.... i 1.0 1.0 09 0.6 0.7 0.8 0.7 0.6
Consumer and occupational health . 07 0.7 0.8 0.9 1.0 1.0 1.0 1.1
Total function... . 15.7 17.2 185 205 231 269 274 287

Nominal growth (percent) 22 10 8 11 13 16 2 5

Real growth (percent)...... 14 2 0 0 -1 5 -5 1




Function 570: MEDICAL INSURANCE

MaJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Provide hospital and medical insurance benefits to the elderly
and disabled through the medicare program.

FUNCTION 570 PROJECTIONS

[In billions of deliars)
FY FY FY FY
1984 1985 1986 1987
BASBINE ... ... ee e aer e enes e eaen e en s s enn s BA 628 715 842 996
0 60.1 688 770 869
Committee recommendation .................ooeveeioeeecvveeee e eeerserereennnr. BA 625 715 842 999
0 599 671 741 83l

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $71.5 billion in budget
authority and $67.1 billion in outlays for this function in FY 1985.

The Committee recommendation assumes major savings in medi-
care, as contained in the Deficit Reduction Act of 1984.

In keeping with the Committee’s assumption of a 1-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’'s authority to allocate the aggregate
totals as they so determine.

90



91

FUNCTION 570 HISTORICAL DATA
[Outiays—billions of dolars)

Actual

Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 1880 1381 1582 1983

Hospital insuranee.............cocconnvvee 126 152 179 203 243 292 348 386

Supplementary medical insurance..... 5.2 6.3 74 88 107 132 156 183
Payments to HI, SMI (non-add) *..... (38 @0 (20 (@7 (@8 (96) (143) (183)

Medicare premiums................ccceeeeee.. —19 =22 —-24 27 -—-29 33 -39 -—43

Total function.........cooeevvoneeeeeee.. 158 193 228 265 321 391 466 526
Nominal growth (percent)......... 22 22 18 16 21 2 19 13
Real growth (percent)........... 14 14 10 5 7 10 11 9

1 Virtually all of this amount must ba mroprlatul each year from general funds to make up the difference between premiums
paid by beneficiaries and the total cost of supplementary medical insurance portion of medicare.



Function 600: INCOME SECURITY

MAJoOrR NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Mitigate the loss of income people experience as a result of un-
employment, retirement, disability, or death.

—Provide income support and help ensure an adequate diet for
poor Americans, especially families with children, the elderly, and
the disabled who cannot provide sufficiently for themselves.

—Help the poor meet problems arising from increasing energy
costs.

—Promote decent and affordable housing for low-income individ-
uals and families.

FUNCTION 600 PROJECTIONS

[In billions of dollars)
FY Y FY FY
1984 1985 1986 1387
BASBINE. ... e reeeienees vesinensssesentone ot ... BA 1185 146.0 156.1 1656
0 973 1155 120.7 1262
Committee recommendation..............ccooooveiveeeeieceeeeeceeeeeeeceeeeneenn. BA 1184 1451 1549 1644
0 97.1 1132 119.0 1243

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $145.1 billion in budget
authority and $113.2 billion in outlays for this function in FY 1985.

The Committee recommendation assumes a delay in Federal ci-
vilian and military retirement cost-of-living adjustments until Jan-
uary of each year. This delay is contained in H.R. 4169, the Omni-
bus Budget Reconciliation Act of 1983, which passed the Senate on
April 5, 1984.

The recommendation assumes several small savings provisions in
the programs of aid to families with dependent children and sup-
plemental security income. It also assumes that the earned income
tax credit would increased and made available for more of the
working poor, and that more data would be available to verify eligi-
bility in Federal means-tested programs. These provisions are con-
tained in the Deficit Reduction Act of 1984.
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In keeping with the Committee’s assumption of a 1-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.

FUNCTION 600 H|$TOR|CAL DATA
[Outlays—billions of doliars]

Actual

Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 1980 1981 1982 1583

Railroad retirement........................... - 35 38 4.0 4.3 4.7 5.6 5.7 6.1
Black IUNg......coooroerenrenceie e 1.0 1.0 1.1 1.6 18 18 20 1.9
Military retirement 1....................... 1.3 8.2 9.2 103 119 13.7 14.9 15.9
Federal civilian retirement ................ 8.2 95 107 124 147 175 194 206
Unemployment compensation ............ 195 153 118 107 180 197 237 315
Subsidized housing...............c.cccoenue... 2.5 30 3.7 44 3.5 6.9 8.0 9.6
Food stamps.......ccovevieecirccveeeeee. DB 5.4 5.5 6.8 91 113 110 127
Child nutrition.........cccccceerveimcvrivrrnns 22 28 29 33 4.0 38 34 38
Supplemental food (WIC)..... ............ 0.1 0.2 0.4 0.5 0.7 0.9 0.9 1.2
Supplemental security income
(SSH e 5.1 5.3 5.9 5.5 6.4 1.2 1.7 8.7
Aid to families with dependent
children (AFDC) ............cccooconnnnee. 5.9 6.4 6.6 6.6 73 85 8.0 79
Low income energy assistance................couneu. 0.1 0.2 0.2 1.6 18 1.7 2.0
Refugee assistance.......... . ... ... 0.1 0.2 0.1 0.1 04 0.7 1.0 0.5
All other ..ot e -—02 —-02 -—-06 -—03 03 —-02 —-04 -02
Total function ¥ .........oocvvevren 608 610 615 664 864 992 1070 1222
Nominal growth (percent)......... 21 0 1 8 30 15 8 14
Real growth (percent) ............. 13 -7 —b —2 15 3 0 10

! Military retirement included in all years to provide comparability with the military retirement system changes that become
effectrve in FY 1985.



Function 650: SOCIAL SECURITY

MAJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Provide social security benefits so as to mitigate the loss of
income people experience as a result of retirement, disability, or
death of a wage earner insured by the social security retirement,
disability, and survivors insurance program.

FUNCTION 650 PROJECTIONS

[in billions of doliars]
FY FY FY FY
1384 1985 1986 1987
Baseline........... . eeetresrsbetsmeneeseeseatestanensseansnnarssessssscecenss BRY 1750 1998 2159 2292
0 1794 1903 2028 217.2
Committee recommendation ...............ccooovoeeeiveeeeeeeeveeeeeeeeveene. BR 1750 1998 2159 2291
0 1794 190.3 2027 217.1

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $199.8 billion in budget
authority and $190.3 billion in outlays for this function in FY 1985.

The Committee recommendation assumes that churches opposed
for religious reasons to the payment of social security taxes would
be allowed to elect not to pay the employer share of the social secu-
rity tax. Employees of these churches would be treated as self-em-
ployed. This provision is contained in the Deficit Reduction Act of
1984.

In keeping with the Committee’s assumption of a 1-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 650 HISTORICAL DATA

{Outiays—billions of dollars}

Aztual

Major program FY FY FY FY Y FY FY FY
1976 1877 1978 1979 1980 1981 1382 1383

Old-age and survivors insurance

(OASD) ... 043 735 812 901 1032 1223 1379 1524

Disability insurance (DI) ................... 96 116 127 140 154 173 181 183

Tota! function............ccccoeeeeveee. 739 851 939 1041 1186 1386 1560 170.7
Nominal growth (percent)......... 14 15 10 11 14 18 12 9

Real growth (percent) ............. 7 7 3 0 0 6 4 6




Function 700: VETERANS BENEFITS AND SERVICES

MAJor NATIONAL NEEDS ADDRESSED BRY THE FUNCTION

—Meet the Nation’s obligation to compensate veterans disabled
while in military service for their loss of earning power.

—Provide medical care to veterans for disabilities incurred while
in military service.

—Compensate the families of veterans who are killed in service
or who die from service-related disabilities for the reduction in the
family’s earning power.

—Help veterans of wartime and draft service return to civilian
life on a social and economic basis comparable to their peers who
did not perform military duty.

-—Provide psychological readjustment services and training op-
portunities to Vietnam-era veterans with special needs.

—Provide financial assistance to needy veterans and their survi-
Vors.

FUNCTION 700 PROJECTIONS

[ta billiens of dollars)
FY FY FY Y
1984 1985 1885 1987
BASBIIME ...t eee st eeer e e eaeeee s eerre s aereneraranaren BA 21 271 2713 280
0 258 264 269 216
Committee recommendation...........oooooeveeeeeeeeeeeeeeeeeeees ... BA 261 268 270 276
0 258 262 267 213

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $26.8 billion in budget
authority and $26.2 billion in outlays for this function in FY 1985.

The Committee recommendation assumes full cost-of-living in-
creases for the veterans compensation and pension programs, to be

paid in January each year. It also assumes management savings in-
cluded in the Deficit Reduction Act of 1984.

In keeping with the Committee’s assumption of a l-year freeze
on aggregate nondefense discretionary programs, the discretionary
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accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.

FUNCTION 700 HISTORICAL DATA
[Outiays—billions of dollars]

Actual

Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 1980 1981 1982 1683

Veterans compensation................... 5.2 5.7 6.2 6.7 7.4 8.4 9.3 9.8
Veterans pensions.........ccceeevvvereeee. 2.9 31 3.2 35 36 38 9 39
Veterans education, training, and

rehabilitation ...........cooccerreienncee 5.5 3.7 34 28 23 23 19 16
Hospital and medical care for vet-

1711 4.0 4.7 5.3 5.6 6.5 7.0 15 83
Al other ..o 0.8 0.7 0.9 13 13 16 1.3 1.2

Total function.............cc..ooovvennneee, 184 180 190 199 212 230 240 2438

Nominal growth (percent)........ 11 -2 6 5 7 8 4 3

Real growth (percent)............... 4 -9 -1 -5 —6 - -3 0




Function 750: ADMINISTRATION OF JUSTICE

MaJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION

—Provide for the safety of persons and the protection of their
property through law enforcement.

—Provide fair and prompt trials for those accused of Federal
crimes and for those involved in civil disputes.

—Operate detention and correctional facilities for persons
charged with or convicted of Federal crimes.

—Asgist in the improvement of State and local criminal justice
systems.

—Represent the interest of the public in civil litigation and in
other legal matters.

FUNCTION 750 PROJECTIONS

[In billions of dollars)
FY FY FY FY
1984 1985 1986 1987
BaSBING ... ettt eesesteeasseeseasss e st eeaen o oo o BA 5.9 6.2 6.3 65
0 5.9 6.1 6.3 6.4
Committee recommendation........................ eeeveeneareoenee . . BA 5.9 6.1 6.2 6.3
0 5.9 6.0 6.2 6.3

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $6.1 billion in budget
authority and $6.0 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a 1-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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FUNCTION 750 HISTORICAL DATA
[Outlays—billions of doliars]

Actual

Major program FY FY FY FY FY FY FY FY
976 1977 1978 1979 1980 1881  19%2 1983

Federal Bureau of investigation...... 0.5 0.5 0.6 0.6 0.6 0.7 0.7 08
Immigration and Naturalization

Service ... w02 0.2 63 0.3 0.3 0.4 04 05
Drug Enforcement Admmlstrailon ..... 0.1 0.2 0.2 0.2 0.2 0.2 0.2 03
Customs Service.............cococrcreeninnan. 0.3 0.3 04 04 0.5 0.5 05 0.6
The Judiciary..... ORIV | X 0.4 0.4 0.5 0.6 0.6 0.7 08
Law enforcement asmstance re-

search and statistics .................... 0.9 0.8 0.7 0.7 0.7 0.5 03 0.2
Legal Services Corporation............... 0.1 0.1 0.2 0.3 0.3 0.3 0.3 0.2
Federal prison system......................... 0.2 0.2 0.3 0.3 0.3 0.4 0.4 0.4
All other ... 0.7 0.9 0.7 0.9 1.0 1.1 1.1 14

Total function... IO K 36 32 4.2 46 4.8 4.7 5.1

Nominal growth (percent)......... 10 9 6 11 10 4 -2 9

Real growth (percent) ............ 2 3 -1 2 1 -5 -9 4




Function 800: GENERAL GOVERNMENT

MaJjor NaTioNAL NEEDS ADDRESSED BY THE FUNCTION
—Provide a legislative system responsive to the Nation’s people.

—Provide national executive leadership and development of Fed-
eral management policy.

—Ensure efficiency and accountability in the use of public re-
sources.

—Formulate tax and fiscal policies and conduct the operations of
the Federal Government efficiently and effectively.

—Provide central services for all Federal agencies, including
property and personnel management.

. —Provide for the administration of Pacific Islands Trust Territo-
ries.

FUNCTION 800 PROJECTIONS

[In billions of dollars)

FY FY FY FY
1984 1985 1986 1927

Baseline .... eeeeeeeraraermemeesnarasananseessenensasssassesassenesnansessseecsessenierenes B 5.3 5.7 5.9 6.1
0 5.4 5.5 5.8 59
Committee recommendation ... JEUTORRT : 1 . 5.3 5.6 5.8 5.9
0 5.5 5.4 5.6 5.8

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $5.6 billion in budget
authority and $5.4 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.
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The Committee’s baseline and recommendation assume that pro-
grams in the trust territories will continue to be funded in this
function, and that any moneys which may be forthcoming if the
Compact of Free Association is approved will be funded in this
function in the future.

FUNCTION 800 HISTORICAL DATA

[Outlays—billions of dollars]

Actual

Major program FY FY FY FY FY FY FY FY

1976 1977 1978 1979 1980 1981 1982 1983
Legislative branch................covvennnce. 0.7 0.8 0.9 0.9 1.0 1.0 1.2 12
Internal Revenue Service.................. 1.7 18 1.9 21 2.3 25 2.5 29
General Services Administration........ 0.1 0.1 0.2 0.2 0.4 0.2 03 0.2
All other ........ooveevvcevcvrcrreeesisrees. 0.4 04 0.4 1.5 0.6 1.7 0.5 0.8
Total function..............cooecermrvemnnnnne 2.7 29 34 39 4.1 44 4.4 4.8

Nominal growth (percent)......... -7 7 17 15 5 7 0 9

Real growth (percent) ............... —14 2 10 5 -3 —2 -7 5




Function 850: GENERAL PURPOSE FISCAL ASSISTANCE

MaJor NaTioONAL NEEDS ADDRESSED BY THE FUNCTION

—Strengthen the capacities of State and local governments to fi-
nance essential public services and cushion the fiscal impact of ad-
verse economic conditions.

—Assist States and localities by sharing receipts generated by
Federal land management activities.

FUNCTION 850 PROJECTIONS
[ir billions of dollars]

FY FY FY FY

1984 1985 1986 987
Baseline.............cccooommeeeeeeeeeeeeeeee oo s ereressssssesseeeeeeens BR 6.8 6.7 6.7 7.1
0 6.8 6.7 6.7 1.0
Committee recommendation ... e, BA 6.8 6.4 6.4 6.7
0 6.8 6.4 6.4 6.7

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $6.4 billion in budget
authority and $6.4 billion in outlays for this function in FY 1985.

In keeping with the Committee’s assumption of a l-year freeze
on aggregate nondefense discretionary programs, the discretionary
accounts in this function remain at their FY 1984 level (or program
level where appropriate) in FY 1985, and increase at the CBO pro-
jected rate of inflation beginning in FY 1986. The Committee recog-
nizes that such an assumed freeze in this function is only for illus-
trative purposes and in no way is intended to interfere with the
Appropriations Committee’s authority to allocate the aggregate
totals as they so determine.

Entitlements in this function would be funded at the baseline
level in all years.

The Committee recommendation also assumes savings resulting
from enactment of the Deficit Reduction Act of 1984.
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FUNCTION 850 HISTORICAL DATA
[Outiay—bilbons of dollars)]

Actual

Major program FY FY FY FY FY FY FY FY
1976 1977 1978 1979 1880 1331 1982 1983

General revenue sharing..................... 6.2 6.8 6.8 6.8 6.8 5.1 46 4.6
Payments and loans to the District
of Columbia ..............ccoevverreerenneee. 0.3 0.3 0.4 0.4 0.4 05 04 0.5
Antirecession fiscal assistance......................... 17 I OO
Allother..........cooovieicvirie. 07 0.7 11 1.2 13 1.2 14 13
Total function...........ccoceomnvennaneee. 1.2 9.5 9.6 8.4 8.6 6.9 6.4 6.5
Nominal growth (percent)......... 0 32 1 -12 2 -2 =7 2

Real growth (percent)............. —8 25 -5 =20 -6 -27 -13 —3

33487 0—84——10



Function 900: NET INTEREST

MAaJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION

Interest is the cost of borrowing or the income from lending
money. The interest function includes both interest paid and inter-
est received by the Federal Government.

Deductions for interest received by trust funds are included to
eliminate double counting of budget authority and outlays in order
to reflect properly interest transactions with the public.

FUNCTION 900 PROJECTIONS

[In billions of dollars]
FY FY FY FY
1984 1985 1986 1987
BASEIINE. ..ot eeeere e ennamet s eneess e nesenenanesnsaneneaseee DR 109.8 1264 1467 1712
0 109.8 1264 146.7 1712
Committee recommendation.................cooreeevveimrevressreeeecseresseonineee. BA 1096 1249 1414 1604
0 109.6 1249 1314 1604

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $124.9 billion in budget
authority and $124.9 billion in outlays for this function in FY 1985.

The Committee recommendation assumes reductions in interest
costs consistent with the deficit reductions contained in the recom-
mended budget resolution.
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FUNCTION 900 HISTORICAL DATA

[Outiays—billions of dollars]
Actual

Major program FY FY FY Y FY FY FY FY

976 1977 1978 1979 1980 1981  19%2 1383
interest on the public debt................ 371 419 48.7 59.8 748 955 1172 1286
Interest received by trust funds..... —78 —81 -85 100 —120 —138 —161 —17.1
Other interest, net ... —26 -39 -—-47 -73 -10.2 —130 —161 —21.7
Total function.........ccocoooevevvevvcnncnn 26.7 29.9 354 42.6 525 68.7 85.0 89.8

Nominal growth (percent)........ 5 12 18 2 2 31 2 6

Real growth (percent) ............... 6 6 11 11 13 19 16 1




Function 920: ALLOWANCES

Allowances are included in the budget to provide for unspecified
requirements or savings that may arise. Such allowances do not
represent specific program decisions. Once specific program deci-
sions are made, the allowances shown here are replaced by changes
in the appropriate functions of the budget.

At the present time, the only item included in this function is an
allowance for pay raises for employees of Federal agencies other
than the Department of Defense.

FUNCTION 920 PROJECTIONS
[in billions of doilars]

FY FY FY FY

1984 1985 1986 1987
Baseline . . rebeeeeneenremonemenssessanesanossenansessessanearneesnsre - DR 0.7 1.0 28 4.7
0 0.7 1.0 29 5.0
Committee recommendation...............ooooooooeveevees e BA 0.7 0.8 20 3.1
0 0.7 0.8 2.1 33

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $0.8 billion in budget
authority and $0.8 billion in outlays for this function in FY 1985.

The Committee recommendation assumes a 3-month delay in pay
raises for Federal civilian agency white collar employees, with a
3.5-percent pay increase in January 1985. The recommendation as-
sumes that the 3-month delay would be permanent, shifting the ef-
fective date of future pay increases from October to January. Fed-
eral civilian blue collar employees are assumed to receive up to 3.5
percent pay increases, with effective dates as in current law.

The Committee recommendation also assumes for FY 1984 a 3.5
percent pay raise for all civilian employees, effective January 1,
1984 for white collar employees and a similar 3-month delay for
blue collar employees. The recommendation assumes 17 percent ab-
sorption of the costs associated with the January 1984 pay raise for
agencies other than the Department of Defense.
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Function 950: UNDISTRIBUTED OFFSETTING RECEIPTS

MaJor NATIONAL NEEDS ADDRESSED BY THE FUNCTION

Offsetting receipts are generally deducted from outlays and
budget authority at the function, subfunction, or account level. In
two instances, however, such payments are deducted from the
budget totals as undistributed offsetting receipts. Payments for
rents and royalties on the Quter Continental Shelf (OCS) are very
large and their inclusion in a particular function would distort the
presentation of Federal prograimn costs and are therefore deducted
here. Deductions for the payments that each agency makes as its
share of employee retirement costs are included here to eliminate
double counting of budget authority and outlays.

FUNCTION 950 PROJECTIONS
[n billions of dollars]
FY FY FY FY
1984 1985 1986 1987
Baseline.........ocooevecennnee. reemsmeeseeesseseemnnenrnesenes BA —152 338 —368 —38.7
0 —152 -338 -—-368 -—387
Committee recommendation .............cccoeremreroveereveeersnsrennnn. BA —152 338 367 -—385
0 —152 338 -—367 385

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes —$33.8 billion in
g‘%’dggg authority and —$33.8 billion in outlays for this function in
1985.

The Committee recommendation assumes lower receipts than the
baseline in FY 1986 and FY 1987 as a result of reduced employer
contributions to employee retirement funds caused by the pay rec-
ommendations discussed in functions 050 and 920.

The Committee also assumes the baseline levels for OCS receipts.
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FUNCTION 950 RISTORICAL DATA

[Outlays—billions of doilars]

Actual

Major program FY FY FY FY FY Y Y FY
1976 1977 1978 1973 1980 1881 1982 1983

Employer share, employee retire-

ment;

Military retirement *...................... —-75% —-80 -85 -89 —-100 -115 --128 -—154

Civilian retirement ...................... —42 45 50 —-53 —-58 —64 —-70 -3l
Subtotal ™...........ooveeerrne. —-117 —125 —135 —142 —158 —179 —198 —235

Rents and royalties on the Quter

Continental Shelf ......................... —2.7 -24 —-23 —-33 —-41 —101 —62 —105

Total function ™.........c..cooovrnnnne .. —144 -149 157 —-175 —199 —280 —26.1 —340
Nominal growth (percent)...... 6 3 5 11 14 41 w1 30
Real growth (percent) ............... -2 -2 —1 2 5 28 —-13 25

LAl years adfusted for comparabilty with the military retirement system changes that become effective in FY 1985



Chapter V. CREDIT

The resolution includes aggregates and functional allocations for
three types of Federal credit transactions: new direct loan obliga-
tions, new primary loan guarantee commitments, and new second-
ary loan guarantee commitments.

A new direct loan obligation (DL) is a binding agreement by a
Federal agency to make a direct loan once specified conditions are
fulfilled by the borrower. A direct loan is made by an agency with
an obligation on the part of the borrower to repay the loan with or
without interest.

A new primary loan guarantee commitment (PLG) is a binding
agreement by a Federal agency to guarantee a private loan once
specified conditions are fulfilled by the borrower or lender. A loan
guarantee is a pledge to repay the principal and interest on a loan,
in whole or in part, in case of default by the borrower.

A new secondary loan guarantee commitment (SL(3) is a binding
agreement by a Federal agency to guarantee a security or financial
asset that is backed by a pool of loans previously guaranteed by the
Government. Secondary loan guarantees do not increase the con-
tingent liability of the Federal Government.

CoMMITTEE RECOMMENDATION

The Committee recommendation assumes $36.7 billion in new
direct loan obligations, $110.8 billion in new primary loan guaran-
tee commitments, and $68.3 billion in new secondary loan guaran-
tee commitments in FY 1985. Table 1 summarizes the Committee’s
credit budget recommendations by function. The recommendations
are nonbinding targets.

In keeping with the Committee’s assumed 1-year freeze on non-
defense, discretionary accounts, aggregate discretionary credit re-
mains at the FY 1984 level in FY 1985 and increases at the Con-
gressional Budget Office (CBO) projected rate of inflation beginning
in FY 1986. The Committee assumes current law estimates for enti-
tlement and mandatory credit programs.

CREDIT BASELINE

To assist the Committee, the CBO developed a credit baseline for
FY 1984 through FY 1987, including both on-budget and off-budget
credit programs. Like CBO’s other baseline projections, the credit
budget baseline shows the level of Federal credit activity that
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would result if current policies remained in place. Table 2 summa-
rizes the CBO credit budget baseline by function.

For programs subject to appropriation limits in FY 1984, the
baseline assumes that limits will be allowed to increase in future
years to offset the effect of inflation. There are two exceptions to
this rule: programs for which projections would exceed authorizing
statutes and programs in which appropriations limits are expected
to exceed actual obligations or commitments. For programs not
limited in an appropriation act in FY 1984, the baseline assumes
CBO’s estimate of activity in future years.

CBO makes a number of adjustments to gross direct loan obliga-
tions and gross loan guarantee commitments in developing the
credit baseline. It nets out intragovernmental financing transac-
tions to derive the credit budget totals. As a result, loans guaran-
teed by a Federal agency and financed off-budget show only as
direct loans; in such cases, the loan guarantee does not appear in
the baseline total.

PRrRESIDENT'S CREDIT BUDGET REQUEST

The President’s credit projections reflect policy changes proposed
for FY 1984 and FY 1985 in his February budget. Table 3 summa-
rizes the President’s credit budget request for FY 1984 through FY
1987, as reestimated by CBO.

Table 1

SUMMARY OF COMMITTEE CREDIT RECOMMENDATIONS BY FUNCTION

{in billions of dollars)

Function Activrly FY 1984  FY 1985  FY 1986  FY 1987
150: International Affairs.............cooocevevivvevvevvneenens. DBl 9.1 10.3 12.0 12.7
PLG............. 8.7 9.3 9.7 10.2
250: General Science, Space, and Technology......... DL ................. 0.1 oo
PLG..
270 ENBIRY........oooivs e erictecces et svevsnssasenne s DL......o...... 47 4.7 4.8 5.0
PLG............. *) 0.1 *) 0.}
300: Natural Resources and Environment................ DL................ 0.1 0.1 0.1 0.1
PLG .....ooeceesenaensiresscrsrsnsssssssnsssssasssssssssssnssessssssesenne sin
350: Agriculture ... oo DL 11.2 114 13.7 135
o K ¢ J— 4.7 32 3.2 3.2
370: Commerce and Housing Credit ...................... DL 6.2 6.2 6.4 6.5
PLG............... 50.0 52.0 54.6 57.2
SLG ... ... 68.3 68.3 71.6 75.1
400: Transportation................ .oocoorrconmemmeermnceccscires. Db o, 11 0.1 0.1 0.1

PLG.. ... 05 0.5 0.5 05
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SUMMARY OF COMMITTEE CREDIT RECOMMENDATIONS BY FUNCTION—
Continued
[In biffions of doflars}

Function Activity FY1ss4  FY 1385  FY 1986  FY 1987

450: Community and Regional Development.......... DL............... 1.6 1.7 1.7 1.7
PLG............... 0.3 0.3 04 04

500: Education, Training, Employment, and DL....ee. 0.8 0.8 0.9 0.9
Social Services. PLG............... 74 7.8 8.0 8.2

580: HEalth ....o.ceveeeeceeeccrreremneneencceecnivsssiinsiens. Db ™ * *) *
PIG............... 0.2 0.2 0.2 0.2

600 Income Security.........cooooveerereeevnreecovns corneeneee. Db, 1.0 * * *
PlG............ 14.7 14.7 14.7 14.7

700: Veterans Benefits and Services...................... DL................. 13 1.2 10 0.9
PLG........... 18.7 229 25.5 28.8

850: General Purpose Fiscal Assistance................... DL......... 0.3 03 03 0.3
PLG ..ottt entesbsesssass s cassassss s sannaens

TORalS ..o e DL......... 376 36.7 40.8 418
PIG.............. 1052 110.8 116.7 123.3

SLG............... 63.3 68.3 71.6 75.1

*Lass than $50 million.
Table 2

SUMMARY OF BASELINE CREDIT BY FUNCTION

{in billions of dollars)

Function Activity FY 1984  FY 1985  FY 198  FY 1987

150: International AFfairs... ... oo DL 9.1 10.6 12.4 13.3
PLG.... ... 8.7 9.3 10.3 108

250: General Science, Space, and Technology....... DL ... .. O e
PLG......

Z00: ENBIEY ... sassassaaes DL..oonne.... 47 48 49 5.1
PLG............... * 0.1 *) 0.1

300: Natural Resources and Environment. ..... ...... ) | A 0.1 0.1 0.1 0.1
PLG ..

350 AGrCURUIE ..o oo e 1] I 11.2 11.5 13.8 13.6
PLG.......... ... 4.7 3.2 3.2 3.2

370: Commerce and Housing Credit..............cccocoo.. DLooovervvnneree . 6.2 6.6 6.8 6.9
PLG............... 50.0 52.8 55.2 57.8
SLG ... 68.3 714 74.6 175
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SUMMARY OF BASELINE CREDIT BY FUNCTION—Continued

[In biltions of dollars]

Function Activity FY 1984  FY 1985  FY 1386  FY 1387
400: Transportation...............ccoceeeeccrevveerrenrenrrnnees. Dl 1.1 0.1 0.1 0.1
PLG............. 0.5 05 0.5 05

450: Community and Regional Development .......... DL................ 1.6 1.7 1.7 18
PLG............... 0.3 0.4 0.4 04

500: Education, Training, Employment, and DL.....coocee.c. 0.8 0.8 0.9 6.9
Social Services. PLG.............. 74 18 8.0 8.2
550: Health ... ..ottt DL..........c...... *) *) *) *
PLG............ 0.2 0.2 0.2 0.2

600: Income Security...........coecinireenrmurnercccccseenns o DL 1.0 ™ *) ™
PLG......... ..... 14.7 14.7 14.7 147

700: Veterans Benefits and Services....................... ) | I 1.3 1.2 1.0 09

PLG............... 18.7 2.9 25.5 28.8

850: General Purpose Fiscal Assistance.................. DL...ccennn.ccs 0.3 0.3 0.3 0.3
PLG..
TotalS oo e DL.......... 376 37.7 419 43.1

PLG............ 105.2 111.6 117.9 124.6
SLG............. 68.3 714 74.6 E

*Lass than $50 million.
Table 3

SUMMARY OF PRESIDENT’S CREDIT BUDGET REQUEST AS RE-ESTIMATED BY
CBO

[In billions of doflars]

Function Activity FY 1984 FY 1985 FY 1386 FY 1587

150: international AFFaIrS .....ooocoenriiceereemeesrereeeeee. DL, 10.3 11.1 11.3 115
PLG.............. 10.3 10.3 10.3 10.3

250: General Science, Space, and Technology. ... 1) | I 0.1 e
PLG...

270 ENBIEY ..o I | WIUTITE ¥ 22 21 22
PLG ... 0.1 ™ *

300: Natural Resources and Environment...... ........ DL............... 0.1 0.1 *) *
PLG ...
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SUMMARY OF PRESIDENT'S CREDIT BUDGET REQUEST AS RE-ESTIMATED BY
CBO—Continued

[in bitlions of dotlars]

Function Activity FY 1984 FY 1985 FY 1385 FY 1887

350: Agriculture .............cooocoeeemecreeeremceesseseemenaes. Dl 12.1 119 13.6 129
PlG.......... 47 32 32 3.2

370: Commerce and Housing Credit........................ DL....coe 6.1 5.0 49 4.8
PLG......... 415 442 44.6 46.8
SlG............ 68.3 63.3 68.3 68.3

400: Transportation...............ccccemmrercccremenaen. PO | | RO 1.1 0.1 0.1 0.1
PLG............. 0.6 0.6 0.6 0.6

450: Community and Regional Development ........... DL....... .. 14 1.0 1.0 1.0
PLG............. 0.3 s

500: Education, Training, Employment, and DL......... 0.8 0.6 0.6 0.6
Social Services. PlG............ 6.9 6.8 1.0 7.1

LT TN | | Y o4 * ™ ™
PLG ... ... 0.3 0.2 0.2 0.2

600: Income Security..........ccccocoveceerieccccecccnniceiee. Dl 0.3 0.3 0.2 0.2
PlG......... 15.2 14.9 14.6 14.3

700: Veterans Benefits and Services....................... DL, 10 0.5 0.4 04
PIG.............. 184 223 24.9 282

850: General Purpose Fiscal Assistance................... DL.....u........ 01 .. e rereestste et bbbt seasbas
[

Totals ... DL....coorrnns 381 32.7 M4 337
PLG...... 93.1 102.5 105.3 110.7
SlG............... 68.3 68.3 68.3 68.3

*Less than $50 million.






ROLLCALL VOTES IN COMMITTEE

Rollcall votes taken during Committee consideration of this legis-

lation are as follows:

1. Symms full budget plan:

Total Change to Deficit:
Motion rejected:
Hatch

Symms
Grassley

Yeas:

1984 1985 1986 1987

3.7 -28.3 -60.7 -93.1

3 yeas, 14 nays
Armstrong
Boschwitz
Tower
Kasten
Quayle
Gorton
Chiles
Biden
Johnston
Sasser
Riegle
Moynihan
Exon
Domenici

Nays:

2. Hollings, Andrews, Exon full budget plan:

Total Change to Deficit:
Motion rejected:

Andrews
Chiles
Hollings
Johnston
Sasser
Exon

Yeas:

1984 1987

1985 1986

-6.4 -46.6 -101.6  -161.5

6 yeas, 13 nays
Armstrong
Kassebaum
Boschwitz
Hatch
Tower
Symms
Grassley
Quayle
Gorton
Biden
Metzenbaum
Moynihan
Domenici

Nays:

Total
1984-1987

-185.8

Total
1984-1987

-315.9

3. Grassley, Kassebaum, Biden full budget plan:

“olion was withdrawn before final vote tally.
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4. Chiles full budget plan:

1984 1985 1986 1987

Total Change to Deficit: -3.0 -33.0 -64.0 -100.0

Motion rejected: 10 yeas, 11 nays

Yeas: Andrews Nays: Armstrong
Grassley Kassebaum
Chiles Boschwitz
Biden Hatch
Johnston Tower
Sasser Symms
Metzenbaum Kasten
Riegle Quayle
Moynihan Gorton
Exon Hollings

Domenici

5. Domenici full budget plan:
1984 1985 1986 1987

Total Change to Deficit: -2.7 -25.9 -49.6 -65.5
Total Change from
CBO Baseline: (+0.6) (-16.5) (-31.5) (-41.7)
Motion agreed to: 11 yeas, 10 nays
Yeas: Armstrong Nays: Andrews
Kassebaum Chiles
Boschwitz Hollings
Hatch Biden
Tower Johnston
Symms Sasser
Grassley Metzenbaum
Kasten Riegle
Quayle Moynihan
Gorton Exon
Domenici
6. Domenici motion to report resolution as agreed to:

Motion agreed to by voice vote.

Total
1984-1987

-200.0

Total
1984-1987

-143.7

(-89.1)



ADDITIONAL VIEWS OF CHAIRMAN PETE V.
DOMENICI

I support the Committee’s recommended budget resolution as a
pragmatic and reassuring first step toward attacking looming Fed-
eral deficits. The Committee’s ability to report a budget resolution
with a deficit downpayment of $144 billion during the fiscal year
1984-87 period is a responsible act. It is even more courageous
given this is an election year.

In retrospect, the budget resolutions of the past 3 years were de-
veloped using optimistic economic assumptions. This year, the re-
verse seems true. The underlying economic assumptions used to de-
velop the budget are too pessimistic in my view. This was con-
firmed by the administration’s new economic forecast released on
the second day of the Committee’s markup, and other recent eco-
nomic indicators reflecting increased economic growth and lower
unemployment.

If the Committee had up-dated the economic forecast upon which
it based its numbers for the reality of higher growth and lower un-
employment, the deficits remaining after the Committee’s deficit
reduction efforts would be: $183.1 billion in FY 1984, $166.2 billion
in FY 1985, $163.0 billion in FY 1986, and $164.0 billion in FY
1987. T believe that the latter set of numbers more accurately re-
flects reality and that either during Senate floor action or during
conference with the House of Representatives an appropriate up-
date for economic reality should take place. The following table 1
shows Senate Budget Committee staff calculations of a more realis-
tic economic forecast and compares it to the CBO’s January esti-
mates. Table 2 shows an alternative baseline deficit using the more
current economic assumptions. Table 3 shows the deficit numbers
resulting from these economic assumptions and the interest rate
reductions resulting from the resolution’s budget recommendations.

Finally, I believe that we must make budget recommendations
this year recognizing three important facts: (1) that any budget
must be one that Congress will enforce and implement; (2) that
much of the action that Congress will take to reduce deficits is un-
derway in the House and Senate; and (3) that more fundamental
changes may have to occur during the rest of the 1980s in the
spending and revenue policies of the Nation. Each of these three
factors deserves further amplification.

First, I am acutely aware of the problem of passing a budget res-
olution that simply is out of touch with congressional intent. The
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Committee’s FY 1984 budget recommendations were eventually re-
jected by the Senate and replaced with a budget recommendation
that proved unrealistic and unenforceable. Indeed, even with action
now underway in the House and Senate, the reconciliation instruc-
tions and spending and tax policies contained in that budget will
not be met. Such lack of realism in the budget this year, I believe,
would corrode the budget process. So, above all, the Committee’s
recommended budget attempts to be pragmatic and realistic. The
recommendations are not perfect, but they are good.

Second, the Committee’s deliberations were conducted as the
House of Representatives passed a major revenue-raising measure,
its own budget recommendations,. and a reconciliation instruction
on spending. In addition, the full Senate began consideration of a
revenue-raising measure that almost exactly parallels the Commit-
tee’s recommendations, after rejecting by large margins efforts to
increase the amount of new revenues.

Third, 1 believe that more needs to be done in reforming the tax
and spending policies of the Nation. A large number of the mem-
bers of the Committee also strongly believe that even larger deficit-
reduction actions must be taken by Congress soon. Many of the
members wanted such action this year, but recognized that such
action seems unlikely given congressional activity to date. I fully
believe that further deficit-reduction measures must be part of any
congressional agenda starting early next year.

Table 1

COMPARISON OF ECONOMIC ASSUMPTIONS

[Catendar years)
1984 1885 1986 1987

Nominal GNP (percent change, annual):

CBO January.... O UUUU { | X | 94 8.6 84

Administration Aprll update cerveeressesssnsssessseresssssssssssossesseenseeens 10,8 9.1 8.7 84

Possible forecast revision...............c.c.ccoeeeeveeecmesecercrsecsrssvesnnees 110 9.4 8.6 8.4
Real GNP (percent change, annual):

C80 January.... 5.4 41 35 39

Administration Aprll update 59 4.1 4.0 4.0

Possible forecast FeviSION..............ccccvmrerirversrmsessereesseseeesesemnenens 6.0 41 35 35
CPI (percent change, annual):

CBO January. .. 45 5.0 4.9 47

Administration Apnl update SOOI ¥ | 4.6 4.5 4.2

Possible forecast reviSion................ccccoovoovooemreecrencnencsssennennenc. 45 5.0 48 47
Unemployment rate (annual auerage):

CBO January.... 7.8 13 7.0 6.8

Administration Apnl update ............................................................. 716 74 7.0 6.6

Possible fOreCast TRVISION ....oooveeeeeeeeeeeee et sese e sesse e sesssessenes 7.6 7.0 6.7 6.5
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COMPARISON OF ECONOMIC ASSUMPTIONS—Continued

[Calendar years]
1984 1985 1986 1887
91-day Treasury bill rate (annual average):

CBO January .... Cereseebecbesereeberasasasaatesustanes 8.9 8.6 84 8.2
Administration Apl’ll update eemeetetiesassssesren et s sesasnrenrseraren 89 3.0 7.1 6.2
Possible forecast revision:

Baseline........cooerree e . ) . 9.3 9.2 9.0 8.9

POSE-POLICY......coooors s e e s 91 8.6 3.0 7.6

Table 2

BUDGET EFFECTS OF ALTERNATIVE ECONOMIC ASSUMPTIONS

[In billions of dollars]

FY FY FY FY

1984 1985 1986 1987
CBO baseline revenues................. .ccoveevernecn. 663.0 7330 7949 863.5
Technical estimates L............oovccieeeeeeeec oo esemrnaes —3.6 —2.1 408 +-10.4
Alternative economic forecast ..........ccoovmverecrccmiccneceens +10.3 +15.8 +173 +19.0
Alternative baseline revenues..............ccoooooeeeoeeeeeeeeeeeans 669.7 746.7 813.0 8929
CBO baseline outlays.... 8524 9303 10118 11087
Shift to Presulent s defense request +3.2 +856 +16.0 +19.6
Alternative economic forecast (Ul, GSL) ............o..oone... —0.5 —0.7 —0.2 —0.4

Interest adjustment based on aiternative economic

forecast and other changes above.................. ... +05 +24 +5.1 +8.0
Alternative baseline outlays ............cooeueeoveeceommeeeee . 855.6 9406 1,0326 1,136.0
CBO baseline deficit...... .....cocoovvovvreeee. 189.4 197.3 216.9 245.2
Revenue and outiay changes .............ccverenccrnnirceesnnneecn. —35 —33 +27 —22
Alternative baseline deficit............ccoccoovemrveeeeveermeeerereeererenn. 185.9 193.9 219.6 243.1

' Treasury techmical re-estimates.
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Table 3

FIRST BUDGET RESOLUTION USING ALTERNATIVE ECONOMIC FORECAST

[In biflions of doliars]

Totai
1984 1985 15% 1647 FYs 13-
Alternative baseline deficit * ..............ccoceevvrvns 185.9 193.9 2196 243.1
Revenues................. erreerentene —24 —10.7 —16.1 —191 483
DEFRNSE.............ooeeeceeeeeereecseesresisssaassssessasrassssesssessanssnsanes 6.0 —16.0 —182 -2
Nondefense .........c....ccoeemeercercrireeeerene —0.2 —7.6 —122 —174 314
Net interest savings due to above
ChANEES ..., —0.1 -17 —5.7 —116  —-141
Total policy change...........cccoovervennee.. —27 —26.0 —499 —663 —1450
Interest rate reduction caused by plan.............cc...c..... —-17 —6.7 -128 =212
Total policy change and interest rate
reduction.... S 27 =277 —56.6 —79.1 —1662
Alternative First Budget Resolution deficit.......... 183.1 166.2 163.0 164.0

1Reflects President's defense request, alternative economic forecast, and related technical re-estimates.

PeTE V. DOMENICI.



ADDITIONAL VIEWS OF SENATOR ORRIN G.
HATCH

My support of the deficit-reduction plan adopted by the Senate
Budget Committee reflects my concern about the lack of control
over Federal spending levels that has existed not only this year,
but over the last 25 years. Rather than vote against all of the pro-
posed options because they failed the test, I chose to support the
one plan, the Republican leadership plan, which comes closest to
the ideal economic policy required to permit long-term growth for
our Nation. Let me take this opportunity to explain my concern
over the economic policy fallacies of the past few years.

The heart of the matter is that Federal spending is the best indi-
cator of the damage caused by our fiscal policy. Federal spending is
the key because it is the best measure of the fiscal disincentives
imposed on the private sector by the Federal Government. In the
long run, it makes only a small difference whether we finance
spending by raising taxes or borrowing funds, as long as we do not
expect to do so forever. Increased taxes discourage work and invest-
ment, and, likewise, borrowing discourages both investment and
consumption by raising interest rates. Each takes resources out of
our economy for use by the Federal Government, often for pro-
grams that are of questionable value. So the size of the deficit
simply tells us how Congress and the administration have chosen
to fund Federal spending and not how damaging fiscal policy is to
the economy.

A better measure of the burden of fiscal policy, as I have said, is
the total amount of Federal spending. We ought to measure the
number of jobs destroyed, the number of businesses closed, and the
amount of income removed from the economy by Federal spending.
Yet, this is an aspect of fiscal policy often overlooked. Recent years,
of course, have seen a resurgence of concern about either the nega-
tive impact of high tax levels or the damaging effects of deficit
spending. Nevertheless, very few concerned commentators in
Washington focus their attention on the force that drives both of
these variables—Federal spending.

The most puzzling aspect of the “pop” analyses now circulating
in the Congress is the claim that large deficits will suddenly curtail
the economic expansion currently underway. In fact, there is little
evidence that Federal deficits raise interest rates, the mechanism
by which this curtailment is supposed to occur. The Congressional
Budget Office recently surveyed the studies available on this point
and found little or no evidence of such increases. So to believe that
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the expansion will stop is to believe that the financial markets
have only suddenly noticed our large Federal deficits and that in-
terest rates will rise as a result. The truth is that nothing has
changed. The congressional track record of fiscal irresponsibility is
well known and unlikely to change. Federal spending is likely to
continue to grow not despite what Congress does with its budget
resolutions, but because these empty political statements hide the
real truth about congressional irresponsibility. The truth is that
since the Budget Act was implemented in FY 1976, real Federal
spending has had a faster growth rate than previously. It is unlike-
ly that Congress will reform or that anything else will happen in
the future to alter this spending pattern. So, I would be surprised if
the participants in the financial markets, well aware of the con-
gressional track record, have not already adjusted their anticipa-
tions and actions accordingly. Therefore, I see no reason to expect
any sudden change in economic activity as a result of the continu-
ing deficit.

It has also been popular over the last 2 years to claim that the
tax cuts of 1981 are the cause of today’s large deficits. One way to
lay this falsehood to rest is to look at Federal revenues and spend-
ing as a percentage of national income. Comparing these figures as
percentages of national income illustrates the increasing burden of
Federal financing. In 1973, revenues were 23.8 percent; but in 1983
they had increased, to 24.3 percent. In contrast, in 1973, Federal
spending amounted to 24.3 percent of national income; but in 1983
it surged to 31.2 percent, a 6-point increase. Even taking into ac-
count the business cycle’s effect on national income, the point is
clear. The deficits are not the result of a lack of revenue. Federal
spending is to blame.

A more exacting measure of the burden of Federal spending
would include an analysis of the degree of interpersonal cross-sub-
sidies existing in Federal programs. I am not referring to assist-
ance to needy groups, but to the myriad of programs, many for the
middle class, that discourage initiative, innovation, and plain hard
work and instead encourage waiting for Federal grants, subsidies,
and handouts. No one group is necessarily ahead in this crosss-sub-
sidy game—the net transfer could be nil. The point is that funnel-
ing money through Washington reduces everyone’s incentive, and
it is this incentive that our Nation has thrived on in the past and
will surely need in the future. The surest way to achieve economic
stagnation is to remove incentive.

OrrIN G. HaTcH.



ADDITIONAL VIEWS SENATOR STEVE SYMMS

The budget resolution contained in this document is the product
of months of hard work and negotiation by the Senate leadership
and the White House. While few members of Congress are in com-
plete agreement with the spending and revenue recommendations
contained therein, I believe this deficit reduction package is at
least a better alternative than the other major alternatives pre-
sented to the Committee which contained greater tax increases and
lower defense numbers, neither of which is conducive to, respec-
tively, economic recovery or heightened national security.

I was disappointed, but not surprised, that the budget proposal
which I put forward to the Committee was rejected. It is unfortu-
nate that Congress is always reluctant, particularly during an elec-
tion year, to hold the line on spending. My budget plan would
have: frozen all Federal pay, benefit and retirement checks at their
current level for 3 years, exempting means-tested programs, there-
by protecting those citizens at the poverty level; enacted 10 percent
cuts in nondefense discretionary programs from their 1984 levels,
freezing that spending level in 1986 and 1987. This plan would
have saved $180 billion over 4 years, without increasing taxes, and
without reducing anyone’s current benefit levels. While some
viewed this plan as “harsh,” I am convinced that it contained ex-
actly the spending remedy that this economy needs to stay on the
road to recovery. Although President Reagan’s economic program
has dramatically slowed inflation and increased employment, long-
term interest rates will remain unacceptably high until Congress
can demonstrate the political will to restrain ever-increasing trans-
fer payments. To date, the -political will for fiscal restraint has
been virtuaiy nonexistent.

In 1955, after both the Second World War and the conflict in
Korea, the national debt stood at $273 billion. Before President
Reagan submitted his budget in 1980, the national debt stood at
$930 billion. During the time period that big spenders controlled
both Houses of Congress, when the “tax, spend, and elect” mentali-
ty gripped our legislators, interest rates rose from 5 to 20 percent.
Money drained from our capital markets could have built homes,
refurbished antiquated factories and industries, and allowed young
people to buy houses which they cannot afford today. Instead, this
money was spent wastefully, on porkbarrel projects, on excessive
regulation, and on grants and low-interest loans to Communist
countries, while the American taxpayer was forced to pay the esca-
lating prime interest rate. Thus, our taxpayers essentially get hit
twice, once with taxes to pay for spending programs, and secondly,
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with the higher interest rates that accompany deficit spending.
Congress’ big spenders spoke of compassion and urged more spend-
ing programs as a solution for perceived social ills. Yet there was
little compassion or thought for the young people of today con-
demned to paying exorbitant interest rates on the debts which
were incurred by a series of fiscally negligent Congresses.

The basic premises of the Reagan economic recovery program
were sound. Excessive, anti-capital formation taxes had depressed
economic activity, the Federal Government had tended to rely on
high rates of monetary inflation to finance increased spending, and
expenditures had shifted at the national level from defense and
capital resource investment to domestic social programs. The
Reagan administration sought to reverse that dangerous trend with
its accompanying negative impact on economic vitality, free enter-
prise, and individual initiative. The 1981 tax cuts were meant to
leave more money in the hands of those who earned it, and by so
doing, spur investment and economic growth. The basic assumption
was that tax cuts are more effective in promoting economic growth
than Government spending. This approach to economic growth is
also termed supply-side economics, and is 100 percent consistent
with the fundamental tenets of capitalism, the singular most suc-
cessful economic system in the world.

But the Reagan economic program was watered down, as Con-
gress diminished the tax cuts, and refused to restrain social spend-
ing. Today, we are confronted with the largest budget and the larg-
est budget deficit in our history. The major media tends to incor-
rectly cite the President’s tax cuts and the badly needed defense
modernization program as the deficit culprits. The 1981 tax cuts,
however, were largely obliterated by several revenue “enhance-
ment’’ measures which followed their passage: changing the origi-
nal Kemp-Roth 10-10-10 formula to a delayed 5-10-10 formula, the
1982 social security tax hike, the Tax Equity and Fiscal Responsi-
bility Act (TEFRA), a $100 billion package which promised to elimi-
nate the deficit, and the $50 billion tax package which Congress
just recently enacted. Indexing, the single most important tax
reform achieved by the Reagan administration, has been preserved.
But even indexing, which largely protects the middle and lower
income families from the unlegislated taxes of bracket creep, has
been under constant attack since its passage.

Clearly, the tax cuts have done little more than to stabilize the
tax burden of the average American. Two decades ago, taxes
amounted to about 18.7 percent of GNP. Tax collections in 1983 ran
at about 20 percent of GNP. Federal spending, in contrast, in-
creased in 20 years from 20 to 25 percent of GNP. The deficit is the
consequence of excessive Government spending, not undertaxation.
Although the President’s tax stabilization effort has given new 1n-
centives for production and encouraged economic resurgence, the
continued high rate of Federal spending threatens long-term recov-

ery.

The defense budget, according to popular media mis-reporting, i8
responsible for the deficit, and anti-defense forces urge that the de-
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fense budget take a disproportionate cut in comparison to nonde-
fense programs which comprise 73 percent of the overall Federal
budget. Defense, as a portion of the Federal pie has been sharply
reduced from its 45 percent level during the Kennedy administra-
tion to about 27 percent during the current administration. Since
President Carter’s last year in office, nondefense spending has in-
creased by $150 billion, the equivalent of 75 percent of our current
deficit.

I would not contend that savings cannot be achieved in the De-
partment of Defense. If Congress continues to enact arbitrary cuts,
however, it only precipitates a re-occurence of the problems that
have plagued the Pentagon in the past—stretch-out of procurement
programs at uneconomic rates of production, decreases in readiness
by restricting funding for operations and maintenance, foregoing
modernization of our strategic and theatre nuclear forces, and
slowdowns of general purpose and naval force modernization ex-
tending already over-long leadtimes.

The multiyear approach to defense program planning and budg-
eting deserves serious consideration. Our defense personnel system
must be scrutinized. The all-volunteer force and the military retire-
ment program are consuming over half of our defense budget,
while in comparison the Soviets spend 11 percent of their defense
outlays on personnel costs.

Congress has become fixated with micro-management, and are
over-involved in decisions on specific weapons based on parochial
interests. Congress has failed to provide the long-term program sta-
bility that is the key to curbing defense costs. Long-term program
stability could cut 5 to 6 years out of the acquisition cycle and con-
sequently, achieve tremendous savings. Often, the Soviets are able
to steal our technology, deploy, test and repair their new weapons
before the Pentagon can even secure a “yes” or “no” on a specific
design from the Congress. This unpleasant truth is not reassuring
to anyone concerned about our efforts to catch up with Soviet mili-
tary superiority. The Soviets, with a GNP 80 percent less than our
own, devote 15 percent of their GNP to defense allocations, while
we spend 6.7 percent of our GNP for defense. I am pleased that this
budget resolution provides adequate funds to continue our efforts
to regain military parity with the Soviet Union. Last, the defense
budget should never be predicated on budgetary priorities. It
should be calculated to counter threats to our national security.

What has brought about the marked shift in Federal spending
priorities away from national defense toward increased domestic
social spending? The simple, compelling fact is that funding a
strong national defense does not have the immediate political grati-
fication that Congress receives from satisfying the demands of the
expanding social spending constituency. Politicians discovered
years ago that votes were easily bought with social programs and
managed to sell their voting public on the outrageous falsehood
that1 iovernment, rather than the private sector, is the creator of
wealth.
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As a result, the United States has accumulated more debt in the
past 13 years than in the first 175 years of the Nation’s existence.
Indexed benefits have been responsible for the majority of program
growth in the decade of the 1970’s. Although indexing was intend-
ed to counter the effect of inflation, it actually contributes to fur-
ther price inflation since automatic multi-billion dollar increases in
income benefits fuel increased Federal spending and higher taxes.
Today, nearly every major welfare, retirement, disability, and sur-
vivor benefit program adjusts benefits yearly—and some as ofien
as semi-annually—to reflect increases in some measuring index.
Not surprisingly, entitlements have moved from 36.1 percent of the
Federal budget in 1967 to a high of 59.1 percent in 1980.

H. L. Mencken once made a statement that Franklin D. Roose-
velt thought the Federal Government was a gigantic milch cow
with 100 million teats. It has also been said that government is the
illusion that we can all live at someone else’s expense. Under the
guise of helping the poor and needy, a lot of money has found its
way to government administrators, to statisticians, consultants,
economists, sociologists, think tanks, and assorted social agencies.
The big spenders keep asking for more money for social programs,
without questioning how much of the resources intended for the
unfortunate in our society actually reaches the source. Yet efforts
to circumvent the welfare bureaucracy through block grants or
cash payments are met with cries of indignation that the poor
would be hurt by such direct aid.

Today's spendthrift politicians should heed advice that was of-
fered by President Coolidge—‘“We must have no carelessness in our
dealings with public property or the expenditures of public money.
Such a condition is characteristic either of an undeveloped people
or of a decadent civilization.” Our Republic was created by men of
vision, who believed foremost in individual and national freedom.
Their premise was that a government composed of imperfect lead-
ers exercising power over others should possess strictly limited au-
thority. That unique concept led to an experiment in freedom that
resulted in unparalleled economic growth and a standard of living
unmatched by any other nation. That prototype of government has
all but disappeared. We face a monumental decision as free people
today—do we want continued expansion of the social welfare state
and greater usurpation of individual freedom, or do we want to re-
store individual work incentives, fiscal restraint, and allow for a
stable and prosperous economy?

This country has been infected with a sense of entitlement that
feeds upon itself. Special interest groups and their beneficiaries are
adept at pressuring Congress to enact new and expensive programs
and to expand existing ones. I believe we should remember the one
“entitled” group that is neither highly vocal, visible, or astute at
lobbying Congress for hand-outs——the American taxpayers.

There are several major initiatives that Congress should imple-
ment, and perhaps such will be attainable following the November
elections. The balanced-budget concept was dismissed as naive in
modern economics. The Federal Government’s power to print



127

money was abused, and monetizing the dificit seemed a harmless
way to wipe out debt. The side-effect was rampant inflation, re-
duced purchasing power, and economic disaster. I strongly support
a constitutional amendment mandating a balanced budget, and re-
strictions on Federal spending authority to a realistic percentage of
the gross national product.

Secondly, the President should be given line item veto authority,
which nearly all State Governors now possess. Last, fundamental
reforms to scale down the growth of the entitlement sector must be
instituted.

There is a current pervasive attitude of defeatism about control-
ling spending in Washington that I find intolerable. Members find
enacting tax increases easier than addressing necessary spending
reform. Our budgetary problems can only be solved by reassessing
proper levels of Federal spending. Public awareness of the impact
of higher levels of public spending is crucial to the redirection of
national priorities—toward limited government, freedom for the
American citizen, and the survival and competitiveness of the
United States internationally.

STEVEN D. SymMMs.



MINORITY VIEWS OF SENATORS NANCY LANDON
KASSEBAUM AND JOSEPH R. BIDEN, JR.

We continue to be concerned that the budget reported by the
Senate Budget Committee will not prevent rising interest rates and
an eventual economic downturn.

In contrast, the bipartisan budget freeze, which we offered in
Committee, would provide a high degree of protection against such
economic consequences. In FY 1985, our freeze would reduce base-
line deficits by $45.2 billion, to $161.5 billion. Thus it could have a
major impact on deficits and on 1985 Treasury borrowings. By com-
parison, the budget adopted by the Budget Committee shows a defi-
cit of $180.8 billion for that same year, $19.3 billion greater than
the bipartisan freeze.

Although ours is only a 1l-year program, its beneficial budget ef-
fects continue beyond the first year. By FY 1987, its deficit is pro-
jected at $162 billion while the Committee-adopted deficit will have
risen to $203.6 billion.

We offered a 1-year freeze because we consider the coming fiscal
year to be of critical importance to the future economic stability
and growth of this country. During FY 1985, Congress must have
in place strong action against deficits to prevent an upward surge
of interest rates and a downward slide in our economy. To this end,
our proposal would freeze all aspects of the Federal budget for 1
year, FY 1985. Our proposal would freeze budget authority for de-
fense and nondefense discretionary programs for 1 year. To re
strain medical costs, it would freeze hospital and doctor payments.
There would be a 1-year freeze of cost-of-living adjustments for all
indexed programs. For farm prograrms, it would freeze target prices
and loan levels at the 1984 crop year levels. And it proposes that
revenues be increased by $10 billion in FY 1985.

Once this emergency action is in place, there will be an opportu-
nity to consider further actions to reverse the upward trend of defi-
cits. All the beneficial deficit reduction actions of the bipartisan
budget freeze would be immediate, in FY 1985. In contrast, the
budget adopted by a majority of the Committee will require 3 years
to become fully effective, if it ever does.

The bipartisan freeze is equitable, reining in all aspects of Feder-
al activity. It asks the American people to accept even-handed,
short-term sacrifice to rescue the American economy. Such an
action will demonstrate the concern that the American people feel
about a fiscal policy that is careening out of control. It delivers its
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whole impact in 1 year. If we do not move vigorously on a freeze
now, it may be too late, as deficits rise and interest on the national
debt eats up such savings as we have made.

The issue of deficits is critical to the American economy. The
budget approved by the Budget Committee hardly addresses the
problem. Therefore, we intend to pursue the adoption of the bipar-
tisan budget freeze on the Senate floor.

Below is a summary of the bipartisan budget freeze prepared by
the staff of the Senate Budget Committee.

-

{In billions of dollars]

Total
FY 1984 FY 1385 FY 1986 FY 1987 FYs
198487
Baseline deficit 1.............coococoe e 192.7 206.7 235.0 269.0
REVEIUES........co.oreceecrevesrrenrernsossnssessssrsssessssssnessnsssseeeres = 1040 —10.0 -10.0 -30.0
1117 1 SO =32 —19.3 —44.2 —54.1 —120.7
NONEIENSE ... ........ocererrreenre et ce s esecenaeee —134 --23.2 —24.2 —60.8
Subtotal—change. ... —32 —42.7 —774 —883 —2i15
Net interest 2., —0.1 —25 —9.1 —18.6 —30.3
Total change......... ..cooevivviveriens —-33 —45.2 —86.5 —106.9 —2418
(Total change from CBO base-
717 TV (...) (—358) (—68.4) (—832) (—187.4)
Plan deficit....... ... .o oo . 189.4 1615 1485 162.0

! Assumes CBO baseline for nondefense and President's hud et request (not re-estimated CBO) for defense, plus interest
adjustment to take account of the defense change. This is the ine used in the leadership discussions and used by the House
Budget Committes to describe their deficit redu on proposals.

? Using CBO economic forecast

Note—Details may not add to totals due to rounding.

Nancy LANDON KASSEBAUM.
JosErH R. BIDEN, JR.



MINORITY VIEWS OF SENATORS LAWTON
CHILES, JIM SASSER, HOWARD M. METZ.
ENBAUM, DONALD W. RIEGLE, JR., AND
DANIEL PATRICK MOYNIHAN

According to the Congressional Budget Office (CBO), the budget
resolution reported by the Committee will cut deficits a total of $89
billion over the next 3 years. But even behind that disappointing
headline is an even more disappointing bottom line. The bottom
line deficit rises rather than falls in the years ahead.

The Committee had several options before it, each one of which
would have cut the deficit by a substantially larger amount. In
fact, the plan approved by the Committee was the smallest deficit
reduction plan under consideration.

We are confronted with a national debt expected to reach $2.7
trillion by 1989. Even with the deficit reducers included in the so-
called “rose garden” plan approved by the Committee, deficits be-
tween 1984 and 1989 will still total an additional $570 billion. A
reduction of $89 billion against $659 billion of projected deficits is a
drop in the bucket of Federal red ink.

But even more outlandish is the fact that the deficits under the
rose garden package will actually be higher—$204 billion in 1987—
than they are now.

The verdict on the plan approved by this Committee must, there-
fore, be simply this: while masquerading as deficit reduction, it
allows deficits to rise, surging in 3 years back over the $200 billion
mark annually. This is not effective action. This is not even a
downpayment. In fact, it is not even a down turn in the path of
rising deficits.

All this plan would accomplish is to camouflage the fact that
deficits are rising, that serious discipline has not been applied, and
that the future of the economy is imperiled. Those truths may be
evaded in this budget resolution, but they cannot be hidden.

The Committee report tries to give the impression that merely
‘“‘updating’”’ economic assumptions to reflect recent strong economic
growth would produce a vastly lower estimate of deficits under the
Republican plan. This is simply misleading.

Whije the CBO forecast is slightly less optimistic than the aver-
age of private forecasters for 1984, it shows considerably higher
real growth in 1985 and 1986.
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The Chairman has also referred to a “post-policy” adjustment to
reduce interest rate projections as a result of the deficit reduction
contained in the reported resolution. However, Dr. Rudolph
Penner, Director of the CBO has testified that we need significant
deficit reduction just to stay on track with the CBO forecast.
Unless we are willing to take Chairman Volcker’s advice and cut
$40 billion off the deficit in the first year, we will certainly not get
interest rates below the CBO level.

The economy is recovering a lot faster than anyone expected and
I think we’re all glad about that. But there are some real threats
to this recovery. Interest rates are on the rise again. Both short-
term and long-term Government bonds are up sharply. The mort-
gage rate on conventional 30-year fixed mortgages is heading up
again to 14 percent. The prime rate has gone up twice in the last 3
weeks by 100 basis points to 12 percent. And Henry Kaufman says
it may go to 13.5 percent by year-end. The Fed has increased its
discount rate by one-half percent. And there’s talk about it going to
9.5 percent. So it is clear what the market thinks. With strong
economy and the minimal deficit reduction in the rose garden plan,
the market says interest rates will go up, not down.

Under the Rose Garden Plan, military spending will grow at an
annual real rate of 7 percent. That figure is far higher than the
current rate of growth, and builds on top of a massive 40 percent
increase in military spending over the last 3 years. We can defend
American interests with a slower rate of spending growth.

In the name of deficit reduction, we end up with substantial in-
creases in military spending under the rose garden plan. How that
can be called deficit reduction is beyond understanding.

The revenue increases implicit in the Committee-approved
budget plan fall short of the levels needed to reverse the growth of
deficits, and thus restrain the rise in interest rates.

Finally, the domestic spending freeze contained in the Republi-
can plan cannot be realistically achieved. If it actually were en-
acted, it would work unfair hardship on domestic programs, while
still allowing massive increases in military spending. Programs di-
rectly operated by the Federal Government, like the FBI, like vet-
erans medical facilities, like the space program, would have to cut
actual services if funding were frozen in the face of continued infla-
tion. The same would hold true for programs like WIC (funding for
women, infants and children), education of the disadvantaged, and
Jjob training. Who would ask that kind of sacrifice while allowing 7
percent real growth in Defense?

There are other plans which won substantial support within the
Budget Committee, including one offered by Senator Chiles on
behalf of the Democratic Senators. Using administration account-
ing, the deficit under this proposal would be cut by $200 billion,
bringing it down from 5.2 percent of GNP to 3.6 percent of GNP by
1987. It would allow defense spending to grow in real terms by 4
percent, adding $27 billion to the 1984 defense spending level. But
it would still have Defense contribute $11 billion to deficit reduc-
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tion. It calls for $81 billion in additional revenues, while keeping
the lid on spending for domestic programs. This and other plans
remain a stronger approach to deficits, and the Senate will have an

gpgortunity to judge them in full detail during the forthcoming
ebate.

In addition to these existing options to the reported budget pack-
age, there are two other reasons to be optimistic that we will be
able to do better in the full Senate. First, the evidence strongly
suggests a high level of bipartisan dissatisfaction with the plan the
Committee approved. Second, without a single exception, the Com-
mittee demonstrated it is seriously committed to genuine deficit re-
duction.

The stage is now set for strong action. It will require the com-
bined efforts of both parties. And it can be done. The hard choice—
doing something in an election year—has already been made. The
next responsible step is to cut the deficit by a meaningful amount,
and that is what we must do.

Unfortunately the plan approved by the Committee is simply not
enough.

The Committee majority has attempted to portray their plan as
$144 billion in deficit reduction, including $40 billion in defense re-
straint. However, using C.B.O. estimates, they reduce deficits only
$89 billion. Moreover, C.B.O. calculates that their defense figure
adds $4 billion to the deficit over the next three years. The follow-
ing corrected version of the Committee’s Table 1 shows the compo-
nents of their plan compared to the C.B.0. Baseline.
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SUMMARY OF CHANGES FROM CBO BASELINE IN FIRST BUDGET RESOLUTION AS
REPORTED (REPUBLICAN LEADERSHIP PLAN)

[In billions of dollars]

FY 1984 FY 1885 FY 1886 Fy 1987 oW FYIS-
Revenues:
BasEe. ..ot 663.0 7330 7949 8635
Proposed increases........ccococovvvvvveccsenene. +2.4 4107 4161 41981 +48.3
Reported resolution............cc.ccorvreeereeeiennene. 6654 743.7 8110 8826
Outlays:
Baseline.........c..oovrereieeceeeer e 8524 9303 1,011.8 1,108.7
National defense...........ccoooveevvvvrvcvvceen. +3.2 426 0 +14 +17.2
Entitlements and other mandatory pro-
BIAMS ..o cerneerssri s s seasssssanaes —01 —-46 =56 92 —194
Nondefense discretionary programs and
Federal Pay........cccoooeeevieieee e -1 =31 =56 =71 —15.9
Netinterest...........ccoe e 0 —-08 —-32 —66 —10.6
Offsetting receipts.........cccooeveceveceicirr . +(*) =10 —1.1 —-21
Total outlay savings................cccccovecceeeeee. 429 59 154 226 —41.0
Reported resolution...........cccoccoovvvvenies s 8353 9244 9966 1,086.1

Deficit: (*)
Baseline........ccccoevveveveiicscecvsie. 189.4 197.3 2169 2452
Proposed changes..............ccccoooovevvercvevvveeee. +06  —165 —315 —41.7 —89.1

Reported resolution...........c.coccooovvvvcevcciverceneeee. 1899 1807 1856 2035

{*) Less than $50 million.
Note.—Details may not add to totals due to rounding.
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Table 2

SENATE DEMOCRATIC ALTERNATIVE PLAN

fin billions of dollars]

FY 184 FY1sss  Fyless  Fy sy P
Revenues:
Baseline... ... ... - 663.0 733.0 7949 863.5
Proposed increases.....................cccoeveveerrrecrennarens 24 15.7 26.1 37.1 8L3
Total revenues ... 6654 7487 8210 9006
Outlays:
Baseline:
CBO accounting..........coovveeevcvivuecnennnnns 852.4 9303 1,0118 1,108.7
National defense:
CBO accounting........ —0.2 —0.2 —3.2 —17.4 —-11.8
(Republican accounting).............cccovcemmvvneee. (—0.2)  (=9.0) (—195) (—-22.1) (-—559)
Entitlements and other mandatories ........ ......... —0.1 —4.6 —95.6 —9.2 —19.4
Nondefense discretionary programs.................... —0.1 -19 -85 —109 —184
Net interest
CBO accounting. ......ccovvvveiveiererrriirc e —0.1 -15 -5.0 —11.0 —176
(Republican accounting)..........ccoovvevvvevvrevvrvrceceerireen. (—2.0)  (—6.8) (—14.9) (—238)
Offsetting receipts........ccvveeirvrivcrnemnnvrsssrensesssensnnesinnees () —10 —11 —21
Total outlay savings:........ccccoeervcerrrerccverennnn.
CBO accounting ..........cccoeconvvvccrcnvsnnrine. — 0.9 82 =204 —395 —68.6
(Republican accounting) .......ccovveusree. (—04) (—17.5) (—385) (—63.1) (—119.7)
Total outlays (CBO)...... 851.9 922.1 991.4 1,069
Deficit:
Baseline:
CBO accounting........ccccooovvivvereceers 189.4 197.3 216.9 245.2
Proposed changes:
CBO accounting.........ccoocvvvcevvcirrvccereee. —2.9 —239  —465 —766 —150.0
(Republican accounting)..........c.rccereerreeenee. (—2.8) (—33.2) (—64.6) (—100.2) (—200.0)
Remaining deficit ..............ccocoevvrveerenrene. 1869 173.0 170.5 168.7

*Lass than 550 million.

Note.—Details may not add to totals due to rounding.

LawToN CHILES.

JIM SASSER.

Howarp M. METZENBAUM.
DoNnaALD W. RIEGLE, Jr.
DANIEL PATRICK MOYNIHAN.



MINORITY VIEWS OF SENATOR ERNEST F.
HOLLINGS

Once again, the Budget Committee has faced the challenge of
deficits and failed. After 3 days of talk on the perils of $200 billion
deficits, the majority of this committee then voted that much in
red ink and more. There is no doubt that the “double speak” of
1984 is here.

The budget process has been used and abused since 1981. Instead
of policy, all we now debate is partisan politics. It would be more
honest if we all admitted that and replaced the budget staff with a
pollster. Because that is the environment this Committee now oper-
ates in—it identifies a problem, expresses grave concern to the
public, and then does nothing. If anyone wonders why the budget
process is in trouble, they need only to have observed -its actions
last week.

Senators Exon and Andrews joined me in presenting a real defi-
cit reduction plan to the Budget Committee. The majority of the
Committee refused to act responsibly and voted down our plan for
a balanced budget. Rather, they publicly embraced $200 billion
deficits as a cure for our Nation’s economic ills. Our budget freeze
proposal would essentially balance the budget by 1989 and would
be bipartisan.

There is no question that this bipartisan freeze is politically at-
tainable now. That won’t be true later on. When inflation reignites,
touching entitlements will be far more difficult. If recession comes,
restraining countercyclical spending is all but impossible. How
much easier to take, in essence, the budget that was politically at-
tained last year, and to which Congress and the President set their
seals, and extend it for another year. No one is really hurt, and
rather than a down payment on disaster, we pick up $268 billion
over 3 years and $750 billion over the 5-year period to be near bal-
ance by 1989,

This is traumatic. But the economic forces afoot in this Federal
budget are so devastating that it has to be draconian rather than a
down payment. We cannot wait until next year. We have all been
on a political spending binge and now is the time for us to act like
U.S. Senators and give the future a chance.
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COMPARISONS OF ALTERNATIVE BUDGET PROPOSALS

Deficits

[In billions of dollars]

FY FY FY FY FY
1985 1986 1387 1948 1589

CBO baseline ! .................comuirmmernrerecccmerensesriosinsas . 197 217 285 272 308
Reagan/Republican plan...........ccooveercivernicerrene. 181 185 204 NA  NA
Democratic plan ..ot 113 171 169 NA  NA
Kassebaum/ﬁrassley/ﬂlden plan v 162 149 162 NA NA
Hollings/Exon/Andrews bipartisan budget freeze e 198 129 104 68 26

1 Congressional Budget Office estimate of what would happen if no changes were made in Federal budget.
NA. Estimates not available.

BIPARTISAN CEFICIT REDUCTION PLAN

[Fiseal year—in biflions of dollars)

1985 1986 1987 1388 1589 194589

CBO baseline deficit......................... e 197 217 245 272 308 1,239
Deficit reduction measures
Spending:
(1) Defense (4 percent real growth 1985-86, 3
percent real growth 1987—89) ...t e —6 16 -—-27 -4 -9
(2) Discretionary programs—1-year freeze, then
3 percent annval nominal growth......................... —3 —6 —8 -—I11 —-13 -4
(3) Civilian agency pay raises—I1-year freeze,
then 3 percent raises each year ... e =1 =2 -3 -4 =5 15
(4) COLAs—]1-year freeze, then 3 percent COLA
each year ... . —1 -—14 -18 -23 -27 8§
(5) Impact of pendmg reconclllatlon ﬁnance and
farm bili legislation .... - —2 —6 -9 =10 —-13 -4
(6) Impact of 1-year phySICIall and hospltal
freeze (modification of finance provision)............ -2 -3 -3 -4 -4 -1
(7) OFFSES oo v 1 42 43 +4 +4  +14
(8) Interest SaVINgS .....c.cooovevvvre v, —2 —9 =20 —36 —8§9 —133
Subtotal, spending...........ccconveceovrceeerrmremccennrccemnenen. —16 —44 —74 —111 158 —403
REVENUES ..........oovreeereerecereeesremreeseeessresessiessissensene. — 23 —84  —867  —93 —124 350
Total, spending and revenues . ... ... —39 —88 —141 204 -282 -7%3
Remaining deficit .........cc..coocovvvee e e e 158 129 104 68 26 485

Note.—Totals may not add due to rounding.
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POSSIBLE ALTERNATIVES DEFICIT REDUCTION PLAN—REVENUE PROPOSAL

[In tilfions of dollars]
FY FY FY FY FY FY
1985 1986 1987 1988 1989 198589
Pending finance and reconciliation

action to date (preliminary esti-

MAtE).....coors cereereriertee s 10.9 15.9 20.8 26.8 328 107.2
Dalay indexing .............ccceecevrmererervnnnnn. 5.7 17.1 30.9 46.7 64.7 165.1
CBO estimate of improved taxpay-

er compliance.........coevereerrnen. 19 33 5.0 71 95 26.8

Subtotal...........coo 18.5 36.3 56.7 80.6 107.0 29%.1
Additional revenue requirement, as
determined by Finance Commit-

-1 OO 4.0 1.2 9.8 13.0 16.9 50.9

Total.......oo e 225 435 66.5 93.6 123.9 350.0

1 Possible alternatives include repeal :ft

cess bhad debt allowance for banks, increased minimum corporate tax, full basis
adjustment for investment tax credit, and

ax
her base broadening measures.

NATIONAL ASSOCIATION OF HOME BUILDERS,
Washington, D.C., March 29, 198}.

DeAr SENATOR: On behalf of the 120,000 members of the Nation-
al Association of Home Builders, I am writing to urge rapid action
on a deficit reduction package. After reviewing a variety of options
which have been presented, we would support the bipartisan
“freeze”’ proposal sponsored by Senator Hollings, Senator Andrews
and Senator Exon. We believe that a one-year freeze on all domes-
tic discretionary and entitlement program increases represents the
fairest way of spreading the burden across-the-board. Similarly, the
3% rate of growth in defense spending represents a reasonable at-
tempt to hold down spending without crippling our national securi-

We would urge that the increased revenue portion of the plan
similarly focus on broad-based, across-the-board “shared sacrifice”
as opposed to the Finance Committee’s approach which takes at
least 20% of the increased revenue from the real estate sector of
the economy.

We are deeply concerned about recent increases in interest rates
which threaten the continuation of economic recovery. We are
pleased to see various alternative budget proposals which offer
greater deficit reduction than the three-year $150 billion “down-
payment.” And we share the view of Senator Chiles that such com-
petition can lead to “a bidding war to see who can cut the deficit
the most.”
~ We urge you to act responsibly to reduce the deficit substantially
In FY 85. We support an approach which is fair, across-the-board
and represents the spirit of ‘“‘shared sacrifice” in the Hollings-An-
drews-Exon plan. We believe that this is the only plan which has
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been proposed which would provide for a budget near balance in
five years.

A budget reduction package of $285 billion over three years and
$800 billion over five years is politically attainadle . . and makes
good common sense. We cannot wait until next year to take such a
step in order to keep the economic recovery on track.

Get on with the “competition”—the American people and
the American homebuyer will be the real beneficiaries.
Sincerely,

PETER D. HERDER, President.

NATIONAL ASSOCIATION OF REALTORS,
Washington, D.C., April 5, 1984.
Hon. J. JAMES EXON,
U.S. Senate,
Hart Office Building, Washington, D.C.

DrAr SENATOR ExON: The National Association of Realtors is ex-
tremely concerned about the threat to continued economic growth
in housing and the entire economy imposed by the continued enor-
mous deficits. We continue to urge significant deficit reduction now
through spending reductions in all categories: defense growth
should be held to the 5 percent real growth level agreed upon by
Congress last year; real domestic discretionary spending should be
frozen; and the rapid growth of entitlements should be slowed. Any
tax increases necessary to help lower the deficit toward balance
should not discourage savings and investment.

We offer support for the deficit reduction plan you are sponsor-
ing since it calls for across the board spending reductions. Of all
proposals being offered it is the only one which promises to bring
the budget to a near balance by 1989. This result would be a dra-
matic improvement over the $326 billion deficit now being predict-
ed for 1989.

We are concerned, however, that the plan encompasses the tax
increases included in the Finance Committee bill and calls for an
additional $50.9 billion to be recommended by the Finance Commit-
tee. We urge you to oppose tax changes which discourage savings
and investment. Some provisions of the Finance Committee bill, if
put in law, such as increases in the cost recovery by 33 percent
from 15 to 20 years would effectively reduce the growth of jobs and
family income. Moreover, the rollback of ACRS for rental resi-
dences and commercial structures proposed by the Finance Com-
mittee bill asks housing and real estate alone to bear 25 percent of
the total tax bill, twenty-five times greater than the burden on all
industries. .

Requiring the Finance Committee to report $50.9 billion addi-
tional tax increases could have the effect of putting housing or
other investment in greater jeopardy unless you make clear your
intention to encourage savings and investment. .

To suggest, as I have in this letter, that your proposal contains
flaws is not to damn it with faint praise. We understand that your
support of the Dole package is based on a support of the aggregate
number only, a position we too support, and that you, as well as we
might oppose components within the Finance bill. We are merely
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trying to point out, as we have consistently done throughout the
deficit debates of the last five years, that there are two basic ways
to provide jobs and economic growth:

(1) Through the stimulation provided by new, excessive gov-
ernment expenditures and deficits;

(2) By providing the private sector with sufficient incentives
to save and invest in the capacity to grow on a more long-term
and stable basis—clearly this approach is preferable.

With that understanding, the National Association of Realtors
supports your effort to reduce deficits.

It is in the national interest that a significant deficit reduction
plan be adopted now. Interest rates are already rising—we cannot
wait.

Sincerely,

DoNnaLD H. TREADWELL, President.

ErRNEST F. HoLLINGS.



MINORITY VIEWS OF SENATOR JIM SASSER

The recent actions taken by this Committee only serve to accen-
tuate and reinforce the growing disillusionment with the congres-
sional budget process. Indeed, this budget resolution offers little
hope to those purists who believe that the process, as presently
constituted, is capable of addressing the serious economic issues
facing Congress and the Nation.

From either a policymaking or priority setting perspective, the
budget process has become irrelevant. No clearer evidence than the
inability to pass a budget for the current fiscal year is necessary.
In short, the budget process has devolved into little more than a
political charade. I will refrain from stating my personal views as
to the origin of this demise at this point, and leave such explana-
tions to the scholarly pursuits of students of the congressional
budget process. Suffice it to say, however, that the strong partisan
overtones which have marred serious consideration of budgetary
issues over the past several years have had an unmistakably ad-
verse impact upon the current economic outlook.

The economic policies of this administration have given us the
deepest recession since the Great Depression and the prospect of
$200 billion-plus annual deficits for the remainder of the decade.
The resolution adopted by the Republican majority on this commit-
tee simply reaffirms the acceptance of these large deficits. Accord-
ing to the administration’s own projections, the approach advocat-
ed by the White House and the Republicans on this committee will
leave us with a $203 billion deficit in 1987. The consequences these
deficits will have upon current and future interest rates further
defies the optimistic economic assumptions embodied in this budget
plan. The prospects for continued economic growth and a better
standard of living for our children are seriously jeopardized. The
Committee’s rejection of sound and prudent fiscal responsibility in
the face of these large budget deficits simply illustrates the power
and pervasiveness of the political conscience.

It is unfortunate that we find ourselves at this juncture, caught
between the crossroads of political convenience and fiscal responsi-
bility. It seems clear, however, which path the Committee has
chosen. Where we go from here is uncertain. What is certain
though is that we simply cannot continue to ravage the process
without endangering its existence.

JIM SASSER.
(140)



MINORITY VIEWS OF SENATOR DANIEL PATRICK
MOYNIHAN

According to the budget the President sent us in January, the
Government will run $200 billion deficits, in Mr. Stockman’s
phrase “as far as the eye can see.” More accurately, according to
the Congressional Budget Office, now directed by Rudolph G.
Penner, an economist of impeccable conservative credentials, the
deficits will approach $300 billion by the end of this decade.

Eight years of Ronald Reagan would treble the national debt.
None dispute the numbers. We are in a fiscal crisis.

In the face of this fiscal crisis, the majority party in the Senate
Budget Committee has overwhelmingly endorsed the GOP budget
compromise announced by the President 1 month ago. This plan,
the smallest deficit reduction measure presented to the Committee
for its consideration, will decrease deficits by substantially less
than the $150 billion claimed by the President. In fact, the GOP
compromise will cut the deficit, by CBO’s calculation, by only $89
billion over 3 years. By 1988 and 1989, if this budget package 1s en-
acted, deficits will be even higher than they are now.

I join my Democratic colleagues in calling for much stronger
action. The GOP budget compromise simply is not enough.

The present fiscal crisis did not just happen, it was made to
happen. The President’s policies created the deficit—deliberately—
in order, as he assumed, to reduce the size of the Federal Govern-
ment.

It was an act of irresponsibility which only could come from an
administration that did not understand what it is the Federal Gov-
ernment does, and that in any event wished to bring about a great
Increase in defense spending, not having heard that it was already
increasing.

~ Now, the Senate leadership in seeking to support the President,
1s perpetuating this irresponsibility, by voting out a budget resolu-
tion that boasts a reduction of only $89 billion from $650 billion in
projected deficits over the next 3 years.

We must do better. The consequences of the deficit are pervasive.

By 1989, the annual interest payment on the national debt will
have reached $207 billion. In that year, then, nearly one-half of
personal income tax receipts will be required just to pay this inter-
est.

(141}
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Who pays the personal income tax? Overwhelmingly, it is paid
by men and women who work for wages and have the tax deducted
from their pay checks.

Who receives the interest payments on government bonds issued
to finance the administration’s deficits? Again, the answer is as
stark as when Henry George propounded his theory of rents. It is

the owners of capital who have rented it to the Federal Govern-
ment.

It would be some comfort if these lessors were at least all fellow
Americans. But according to the Morgan Stanley Economics De-
partment, in the latter part of the 1980’s upwards of $30 billion a
year in interest payments will go abroad, for increasing proportions
of our national debt are now owned abroad. According to Morgan
Stanley, foreign holdings of Treasury securities are expected to rise
to $280 billion by 1989 from only $14 billion in 1970. The cost of
servicing this debt could, according to Morgan Stanley, offset all
net investment inflows from foreign sources. In other words, U.S,
citizens would be left with both the interest burden of huge foreign
debt holdings and a declining capital stock with which to service
that debt.

The result is inevitable: America’s place in the world economy
will erode. The dollar, according to the President’s Council of Eco-
nomic Advisers, is overvalued by close to 32 percent. The President
has heard that this means that the dollar is “strong’’ and perhaps
the term pleases him. “The facts are,” he told the Conservative Po-
litical Action Conference on March 2, “the dollar is strong because
of people’s confidence in our currency . 7’ The facts are nothing
of the sort.

The economic policies of the Reagan administration created our
overvalued dollar—it is the price we have to pay to get foreigners
to lend to us the money to finance the deficit. And it is a dear price
we have to pay domestically. The interest burden on the Federal
debt represents one of the largest transfers of wealth from the
wages of working men and women to the holders of the Treasury
securities ever experienced in this Nation. It is a transfer of re-
sources from labor to capital on a scale that would finally endanger
our very economic and political stability.

I will work with my colleagues to improve this package on the
Senate floor. Clearly there is strong bipartisan dissatisfaction with
the terms of this budget resolution. We will take the next steps to
ensure the economic prosperity the people of this Nation need and
deserve.

DANIEL PATRICK MOYNIHAN.



MINORITY VIEWS OF SENATOR J. JAMES EXON

I am especially disappointed that the Senate Budget Committee
did not make a serious attack on the deficit. Instead of reducing
the deficits, the “rose garden” plan adopted by the Committee
allows the deficits to grow to $207 billion in 1987. This is not only
unacceptable, it is irresponsible.

We cannot wait to bring the deficit under control. Already, the
stock and bond markets are sending us warning signals. It is evi-
dent that the already spotty recovery will turn sour unless swift
and serious action is taken.

Senators Hollings, Andrews, and I offered the Committee a plan
which takes the tough action now. It was the only plan presented
to the Committee which attempted to balance the budget. The Hol-
lings-Andrews-Exon plan concentrates on long-term spending re-
ductions, while ensuring that the most needy are protected and the
national defense is maintained.

Our plan, which received the endorsements of the National Asso-
cation of Home Builders and the National Association of Realtors,
takes the actions necessary to send a clear signal to the financial
markets to lower the interest rates and would spur a sustained eco-
nomic recovery. It is an across-the-board, long-term approach. Over
o years, the Hollings-Andrews-Exon plan slashes deficits by $300
billion.

Senators Hollings, Andrews, and I will take our plan to the floor
of the Senate. I urge my colleagues to consider what is necessary to
address the deficit crisis, then to look at our plan. It will be obvious
that the Hollings-Andrews-Exon plan is the most reasonable and
responsible step toward fiscal sanity.

J. JAMES ExoON.

O
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