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The 
The 
Washington, D.C. 

LETTER OF TRANSMITTAL 

MR. PRESIDENT: Your Commission on here-
with our recommendations on what we believe to be a truly modern and 

for the Federal Government. 
is in most essentials sound and useful. The 

for its and 
of the civil servants involved 

in its rw."n''r";tirm 

But we find that some imorcweme,nts are needed to make the 
pn~se1nta.twn more to the many purposes it serves. 

we believe there is a need for certain ch.an:ges 
in classification that will enhance and co:ngJres!>IOJila! unaerstandulg 
of the and will increase its usefulness for purposes of decision •u<u"-''"o' 

broad 
Act of 1921 

and financial tJ•<uuuu~. 
the Commission 

to the President by the 
to determine the form in which to on:serlt 

of the 

to the We urge that work the neces­
sary information and data so that those recommendations which meet with 
your can be introduced into the at the earliest 
moment. We hope that many of these can be made in the 1969 

document which you will present to the this 
January-although we realize that the fundamental nature of many of our 
re<:onnrrten,aa.tlc~ns, and the work required to carry them out, may pre:ch.tde 
their adoption so rapidly. 

This is not an interim or progress to be a full 
and complete report, which 
placed upon us. Its has been made possible thJ:outgh 
~-.:.uu.•u5 cooperative efforts of many gO'vet·nno.erlt "l<-"''l'-'"~' 

and individuals. 
The Commission owes a debt of to the unselfish coopera-

tion and very real contributions of individual staff members of the Bureau 
of the Budget, the the General r•~·'-VUU 
several committees of the the Committee on 

of the House of , the Board of Governors 
of the Federal Reserve the Federal Reserve Bank of New the 

VII 
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International Bank for Reconstruction and Dt~ve:lOJ)m,ent, the International 
the of 

D~:velot)ment, the General Services 
Institution. The Commission is also 

indebted to its own small but able Mr. Robert P. 
Mayo, Staff and Mr. Wilfred 

In accordance with your initial letter to the Commission on March 
1967, we the views of many and individuals with 

COJtnplettmc:e or in the area of and prac-
tices. We have received and considered the views of several former 

Directors and Secretaries of the as well as many other 
go,vernn1er1t vu1.._,,,,~, members of the financial press, and scholars who are 

We reviewed a volume of material on 
and considered used in other nations as well 

cm1cepts recommended by various international v• 1~a.>,•Mauuu;:,. 
of interest shown and the which the Commis-

sion has received from so many sources is indicative of the timeliness of 
your decision to have such a made. 

As be in a group of men with such diverse ba<ck~~rounds, 
as the members of the Uo,mrnissio:n, 

the main 

of the many ouaget~ 
not every member 

.... , .... !<';.. free discussion and the process of and take we have put 
a body of recommendations about which there is a very 

substantial consensus among the members. it should be po,In1ted 
out that several members occupy dual official as members of the 
Commission and as members of the ..... 5.~u.-n 
their latter these members have in 

a fact which in the nature of the situation re-
be reserved to them to take on in~ 

"'"h"'"J- to the reservations .,.v,nrF•~Q~·il 

which we are for 
its are substantive and will serve the 
Nation well for many years. We 
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CHAPTER 1 

INTRODUCTION AND SUMMARY 

The President's Commission on Budget in this Report n ... ,o,.rnc 

its recommendations designed to make the of the United States 
Government a more understandable and useful instrument of public policy 
and financial ;no,u>uu5 . 

This has not been a simple task. Given the scope and of Federal 
Government the Federal is inevitably In most 

the Federal budget document is already the finest in the world. 
certain improvements in and methods of p«:o.c:lH<1-

tion are appropriate to bring this document abreast of the times. 
In its recommendations, the Commission has been particularly 

mindful of the objective which the President set for it, namely, to recom­
mend an to which will advance both 
public and 
stance of the budget is of national importance. This substance can be 
weighed and dealt with more intelligently if is not compli­
cated and confused by definitions that only accountants or other "fJ'''"'""'"'" 

can understand. The Commission has sought to arrive at concepts and 
fJ"·Al'-'''1-'"~J which will be of continuing value to the administration, the Con­
gress, and the public. This is the first time that a Presidential Commission 
has reviewed the basic concepts underlying the budget since passage of the 
Budget and Accounting Act of 1921. 

The need for such an overall review was pointed up by criticisms which 
have been made of the over a period of many years. The more 
important of these criticisms have dealt with ( 1) confusion from 
the number of concepts of budget totals currently used or stressed 
in the President's budget message and the relationships between them; 
( 2) the appropriate accounting treatment of individual items or groups of 
items and the effect of such treatment on the budget totals; and the 
search for better congressional and public understanding of the 
program and more up-to-date availability of information. Many of 
these criticisms touch not only on the matter of understanding but also upon 
the and of budget concepts. The Com­
mission has worked toward improvements in these directions. 

The Commission made no attempt to the substantive character 
or desirability of any specific or lending program, any type 
of taxes or other revenue, or any means of · this was not 
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part of its charter. Nor has the Commission undertaken an evaluation of the 
c11.<'~uuM institutional for agency and review 
within the executive branch of the followed 
by the in the consideration of the President's budget On 
the contrary, the Commission its recommendations on budget con-

for the most part, with institutional specifically 
in mind. 

most of the Commission's recommendations can be into 
effect without the has not been 
deterred by recommendations it desirable 
and · some of its recommendations may carry 1<:0g,l~""'u'1"' 
cations. 

• It proposes an 
between the 
sector; 

THE CONCEPT OF THE BUDGET 

of the United States? it the 
of the Federal Government for 
and must serve many purposes 
to for new programs, 

and m revenue '"'""'"4<'<" 
allocation of resources to serve national nh1Pr·t"·'"~< 

and the sectors, and within the 

• It embodies the fiscal 
employment, stability, of the national economy, 
and in the Nation's balance of u.avuJ.c;u 

• It the basis for executive and agency of Fed-
eral Government programs; 

• It the needed information for its of 
cash resources and the public 

• It the public with information about the national economy 
essential for and other groups, 
and for an informed assessment by citizens of steward-
ship of the public's money and resources. 

It is sometimes that to meet these different par-
ticularly the first three purposes listed different are required. 
utuc•c:;u, the emergence of in recent vP:>r~--t·n,. 
administrative the consolidated cash and the national income 

several alternative tabulations on and 
~~."o1n.uu.~o: a<utrtorltV·-;ue taken as evidence of the fact that no one 

can do all the jobs involved in the budgetary process. 
This however, head-on into the 

that different and 
UnQel~tafiQ.tngandimpedea~uPrnrriPnt~ 
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Is there a way out of this dilemma? It is the Commission's belief that there 
and that a unified of the budget as described in this and 

developed at length in Chapter 2, can an and compre-
hensive statement of accounts which will serve the 
several different purposes of the budget, while '"'n"'"'"'"'"' 
consistency, and HH<Cll .• 5 uJu••) 

In whether it is "v~~"'H'"' 

of the Government. 
uuul'.t::L, the consolidated cash and the na-

tional income accounts budget have often been used as competing 
measures of the total scope of Federal financial · they are not uni­
fied and can be used only with a fairly elaborate reconciliation 
that tends to confuse more than it vU;<&!'.'"~H~o 

The Commission believes that there should be a unified oua!Iet--vvl 
complementary will put an end to competing meas-
ures. A statement of Government and expenditures other than 
with a expenditure account surplus or deficit, is complementary 
to a statement of net loan disbursements less loan repayments. 
Net is then added to the account or deficit to 

or deficit. More rtn'N'tlv 

the difference between and total budget"'"'!""'·''-'' 
cover the full range of Government programs requiring 
appropriations. 

There is no problem here of having to choose among coJmp1et1ng 
These totals constitute a unified 

simple form the needed for: 
(1) an "'""" 31> of the economic 

and 
of the budget, 

the .,,_,Juouu.'" net '""'-'"'"' 
a'l a summary of agency and program amounts used the Con­
gress and the executive in deciding the appropriate allocation 
of resources to be used by the and 
to provide an accurate measurement of the scope of overall Gov­
ernment financial 

All of these elements of the 
mary table in the President's 

should be set forth in the initial sum­
first with budget 

and which are the 
process. The total budget, and other 
means of financing the budget make up the Government's financial 
plan, the structure of which may be set forth as follows: 
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RECOMMENDED SUMMARY OF THE PRESIDENT'S BUDGET AND FINANCIAL PLAN 

I. Budget appropriations: 
Proposed for action by the 
Not requiring action by the Congress 

Total appropriations 
II. Budget expenditures, and lending: 

Receipt-expenditure account: 
Receipts 
Expenditures (excluding net lending) 

Expenditure account or deficit 1 

Plus: Loan account: 
Loan disbursements 
Loan reJ,Jaymen•s 

Net lending 
Equals: Total 

Receipts 
and net •c••u•u15 

Budget surplus or deficit 
III. Means of nn::mcing 

Borrowing from the public 
Reduction of cash etc. 

Total budget uu'""'-·'"!5 

IV. Outstanding Federal securities and Federal 
Federal securities: 

Gross amount outstanding 
Held by the public 

Federal credit programs: 
Direct loans outstanding 

end of year: 

Guaranteed and insured loans outstanding 

Budget appropriations 

The above structure of the nr<>Vlt:les a that is integrated 
and a statement of the new 

on which will become available in 
year without action by the current session of the (be-

cause of action in 

1 In any discussion of the economic of the budget where net lending is ex-
cluded from the Commission cautions that the full 
ture account" the term "surplus or deficit" should be used to 
item as a subtotal of section II of the table. the use of the term 
or deficit" would be and misunderstood. Whenever the term 
plus or deficit" is used, it refers to the total budget, net lending. 
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out the and direct 
COinlrLg year. It is divided between a rPf'Prrn­

' and a loan account. 
account, should include 

and other current rP<'P11nt~ 

out of the trust loans on noncommercial 
nonrecourse domestic loans. The element in all other loan programs 
should be included here rather than in the loan The difference be-

tween these and expeJtlaJttures.-rne '"'""If-'"''"'""''·" 

consists of two 
pv'""'""' a account and a loan account. The total 

or deficit is the sum of the or deficit 
and net Whenever the term or deficit" is used, it 
refers to the total 

Means of nnnn.rrn 

The financial plan thirdly involves the means of the total 
deficit of the . This shows how much of a 

and how much by other means. Treas­
ury and Federal agency borrowing from the are included as means 
of The means of of course, does not affect the size 
of the budget surplus or deficit in the short run. On the con-
trary, it is the size of the total deficit that determines the amount of 
financing required. total 

outside these 

•. n1un.nv Federal securities and loans 

The fourth and final element in the Government's financial 
an group of data on the level of Federal borrowing and 'v''~'""' 
at the end of each year. It shows outstanding levels of gross 
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and Federal credit 

The Commission believes that this kind of summary of the 
financial conveys the elements of national 

the associated with the two most purposes of the 
The efficient allocation of resources government, and the for-

mulation of fiscal to benefit the national economy. 
The work of the and the executive brauch should be facilitated 

by in which all the different purposes come to focus 
uu'"'"'-"·'· and of the 
information should be furthered. 
the Commission has not limited itself to restruc-

cornp<)nents and of the 
tured to make whatever other recommendations to 

un.aerst<:tn<lmg. A summary of the nnnrrmf> the and increase 
Commission's recommendations with the re<~•sOJrung 

these recommendations. These uuuw,5 ,, 

are further m su<:ceedJmg '""'uw'" 

THE COMMISSION'S MAJOR RECOMMENDATIONS 

1. The Commission's most '"''""',.t'•nt recommendation is that a unified 
statement be used to the nr'""~''n" 

t'mnn.Ptinn COllCepts that are both \.,VJUU::>Ull5 

and deficient in certain essential characteristics. 
The smnmary structure recommended in this with its com-

rot1rPnt!l should be the tabulation in the President's 
and should be utilized in 

and national income accounts 
ObiSOll~te, and continued use of such terms should be 

document should continue to aU tabulations 
needed to fulfill the many purposes which it serves, the term 

should be reserved for the new coJace:pt. "'~""'""'''"'~ 
ex'peJGC!Jltures calculated on any basis other than the 

subordinate role and should not be 
UH.Cl\,U<JCHI'\,<0<11U1C with the 

2. The budget should be thought of as 
which includes-in addition to 
tures, and net means of unaucnJt~?; the budget deficit (or use 
of a surplus) and information about and loan programs of the 
Government and its a 14cu•c;•c::;. 



The Commission has 
each of these 
President's 

Introduction and Summary 1 

as a um-

., 3. More pr<>nlJtne:nce 

sional action which 

what are now known as 
debt HO~<CLf.IL~ 

contract authorizations. 

to the 

but 
less 

and the executive branch on action with 
should relate to and be consistent with 

<JUU~,<OL 1 and should strive to translate C>r>rmr.n·rl 

tion actions into their effect on on a fiscal year basis 
VUoctf.ll'C! 2), 

4. from the definition of a as a basic of a compre· 
hensive financial the should include all programs of the 

Federal Government and its""""'~"'~"·"· 
includes almost all of the 

items now covered 
stated on an accrual rather than on a cash basis of c.r.rn\ln>hn.rr .._.,c;,,u'"'" 

tJULu'"''" and sale of Government 
activities of the Government. Loan activities are 
the to measurement of the economic 
the 

5. With to the Commission recommends that 
expenditures and receipts be reported on an accrual basis instead of the 
present cash basis. 

276-618 0--67--2 
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This is a systems which most 
have in recent years, and will result in 

a better measure of the of Government 
activities on the economy. This effected 1m:mecua 
but can be done for 
taxes and certain other ""''"""to uco1,u,uu.•1'\ 

1970 of the President's budget for the fiscal year 1971 

6. A distinction between loans and other expenditures within the budget 
(and the calculation of the expenditure account surplus or deficit which 
excludes loans) is significant because of the fiscal policy of the 

through its direct impact on employment and incomes. 
Public and of the economic effects of the 

rs essential for the attainment of sound and tax 
decisions 

7. Separate identification of the subsidies involved in Federal direct 
loan programs should be added to information to help 
promote the more efficient use of public resources. 

should be taken as soon as to include these subsidies in 
rather than the loan account of the 

8. Federal insurance or guarantee of private loans should continue to 
be reflected outside the budget since initially represent neither 
Federal expenditures nor Federal borrowing. 

can later have an 
for 

a result of losses of revenue 
. These loan programs are rapidly and are 

to become even more in the overall Federal '"uuu•l'. 

in the future. They should, be in summary form as a • 
memorandum item in the financial plan contained in the message. 
Moreover serious consideration should also be to new forms of coordi-
nated surveillance of and an 

nnrrn,rl<>tn choice in terms of effective resource allocation may be difficult 
to achieve and the inclusion of direct loans in the may encourage an 
undue of and insured loans to avoid counted in 
the budget (Chapter 5) . 

9. Sale by the Government of "participation certificates" in loans which 
it continues to own should be treated as a means of financing the deficit 
(or as an element in the disposition of the surplus) rather than as a 
deduction from expenditures in the derivation of the deficit (Chapter 5).1 

1 See 5, page 55, for a statement by Secretary Fowler and Director Schultze 
on this recommendation. 
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10. The budget summary should include a means of financing section 
based on the budget deficit or surplus. 

Supporting tables should outline -..u.aw~"~ in cash balances, receivables, 
and well as also include a breakdown for 

periods of borrowing, classified by major type of lender. The recom­
mended definition of the budget deficit logically leads to a new measure­
ment of Federal debt. This would the present concept of Federal 
debt by adding to the public debt securities issued by Federal Government 
agencies and subtracting public debt and agency securities held by such 
~"·~ .. ,.,~~ and by the trust funds. Accordingly, the executive branch may 
wish to ask the to reexamine the statutory limit on the public 
debt (Chapter 6) . 

11. Those receipts of the Government other than taxes which are enter­
prise or market-oriented should be treated as offsets to expenditures to 
which they are related. This should be done even if such receipts are not 
available by law to finance related expenditures. Many such receipts are 
already so treated, but present result in inconsistent treatment of 
some transactions which are similar in character. Although only the net 
surpluses or deficits of Government (such as the Post Office) 
would continue to be included in summary budget totals, their gross re­
ceipts and should receive treatment in the budget 
document (Chapter 7) . 

12. Communication of budget information to the Congress and the 
public should be ( 1) more frequent by providing within-year revisions of 
January estimates, (2) more detailed in terms of breaking down aggregate 
budget figures into quarterly or semi-annual units, and ( 3) more compre­
hensive by making estimates which extend further into the future. This last 
objective best be served by research 
tions or a commission to make studies from time to time which 
would facilitate public and on the activities 
of Government and the economy. A review of the Appendix 
is also in order to ensure that all essential materials be retained 
and that materials which have outlived their usefulness be eliminated 
(Chapter 8). 

13. The Commission strongly recommends against a "capital budget" 
which would provide separate financing of capital or investment expendi­
tures on the one hand and current or operating expenditures on the other. 
Such a would distort the budget as a 

the Commission sees considerable merit in the contin-
uuJl!Locuu•u and of useful tabulations of capital items in 

subordinate to the budget itself (Chapter 3). 

* 
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In addition to the major recommendations listed above, the various 
chapters of this report also include a number of recommendations on other 
more specific issues. 

The budget changes constantly in in response to changing 
requirements for new and improved public programs and activities. But 
this does not mean that budget concepts and definitions also must change 
constantly. On the contrary, should have a basic and con­
stancy about them, and should be clearly set forth and adhered to. The 
recommendations which the Commission is in the improvement of 
such standards are intended to help make the budget a more useful and 
understandable instrument for public policy for years to come. 



CHAPTER 2 

PURPOSES OF THE BUDGET OF THE UNITED STATES 

The budget is the instrument in national It is through 
the budget that the Nation chooses what areas it wishes to leave to private 
choice and what services it wants to through government. When 

the budget expresses the decisions of the Nation's elected repre­
sentatives as to which government services should be provided at the Fed­
eral rather than the State or local level; through what programs and instru-
ments; and at what level of and cost. And the serves as the 
prihcipal instrument of fiscal policy for the stable growth, 
and high employment of the American economy. 

Budget formulation is a political exercise in the American demo-
cratic system, and it should not be otherwise. It is therefore essential that 
the budget be understandable, at least in broad outline, to as many of the 
public and their elected as possible. Wise fiscal policy and 
wise choices for individual Federal programs depend, in the final analysis, 
on public and understanding of the budget. Public under-
standing of the budget, and related of information 
on Government plans are, in the Commission's of sufficient importance 
that one whole chapter of this Report-Chapter 8-is devoted to these 
matters. 

While the public cannot be expected to become familiar with all the de­
tails and intricacies of the it must be able to participate intelligently 
in the big decisions that come to focus there: the overall size of government; 
the relative emphasis on different programs and activities in­
tended to benefit the Nation; the efficiency and effectiveness of major gov­
ernment programs in the light of their intended purposes; the need for tax 
increases or the opportunities for tax cuts; and fiscal policies designed to 
promote national prosperity. 

To meet these major objectives of public policy, and to provide the most 
effective instrument for managing these vital national the Commis-
sion believes that the Federal budget can and should be within the 
framework of a unified budget and that the Government accounts 
should provide support readily for the 

The Commission recommends-and this is its most significant recom­
mendation-that a unified budget concept, such as described in this Re­
port, with complementary rather than competing concepts, be adopted; 

11 
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that this unified concept henceforth be referred to as the Budget of the 
United States; and that it be consistently adhered to in: 

-The President's January budget; 
-Publications the budget estimates or reporting results at 

year-end; 
-Monthly financial reports from the Treasury on actual budget 

results; 
-Estimates of overall budget results offered by the executive branch 

in congressional testimony and public statements on the need for 
tax or public debt legislation; and 

-Reports on congressional action on the budget. 

The Commission that no summary can adequately 
serve all the different purposes of the various users of Federal Government 
financial data, including the Government itself. tabulations of 
Federal and appropriations are 
purposes. Indeed, some of these are suitable for inclusion in the docu­
ment itself or as Other tabulations may be de­
veloped and presented by outside experts or by Federal statistical agen­
cies. But such alternative tabulations for purposes, whether or not 
included in the budget document or other executive branch financial re­
ports and statements on the Federal should be treated as subordinate 
or tabulations. They should not be 

nnJrrtznt:nt:r, and attention with the basic 

TWO MAJOR PURPOSES 

Of the various purposes for which the President's is nnon<>rPN 

closely related purposes outweigh the rest. The budget is intended ""''m'w•ll" 

to present the President's proposals for the fiscal year for congres-
sional action on ( 1) new legislation and and (2) overall 
fiscal policy. These purposes are well described in the President's initial 
words in his budget message for fiscal year 1968 transmitted to the '-'V.""'J'-'"" 

on January 1967: 
"A Federal budget lays out a two-part of action: 

• It proposes particular military and civilian, to 
promote national international and domestic 
progress. 

• It proposes total and revenues to help maintain 
stable economic prosperity and " 

In short, the budget must serve simultaneously as an aid in decisions 
about both the efficient allocation of resources among claims and 
economic stabilization and 
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Essentials of a budget 

Both the particular program proposals and the overall fiscal policy aspects 
of the require congressional attention and action. In both respects, 
the President's proposals are required by law to be laid before the t1cm~:re1ss 
every January. The budget message therefore, addressed "To the Congress 
of the United States." 

These two aspects of the related to one another, and 
they should not be and which make up 
the total fiscal policy of the budget flow from a multitude of individual 
revenue, appropriation, and legislative decisions. Each and 
tax law therefore, has an economic impact as well as an allocative 
aspect. 

In the Commission's a budget which is suitable for these interrelated 
purposes should have the following characteristics: 

• Summary measures of the budget should lend themselves readily to 
and significant measurement of the economic of 

the budget; 
• Appropriations should relate to expenditures, as well as being 

set out in a form that clearly indicates the congressional action re­
quested for individual programs; 

• The and officials of the executive who execute 
the budget after it is approved by manage their 
programs effectively and and be accountable for their 
stewardship of public funds. It is therefore necessary that the Treasury 

and agency accounts of actual financial transactions be directly related 
to the managerial and accountability requirements of Government 
~"''JU'''~" and officials. These accounts should also be verifiably related 

rnt,l'Pnt~ used in the President's budget. 

Present shortcomings 

The Commission has been struck the extent to which congressional 
and public attention to fiscal policy on the one hand, and program decisions 
on the other, have drifted apart, with alternative tabulations of the budget 
to suit these two purposes allowed to develop independently. 

In recent years, many economists-including those who advise the Presi­
dent-have measured the fiscal impact of the Government's activities in 
terms of the national income accounts {NIA) budget, although this is not a 
budget in the sense of serving as an instrument of decision and control over 
individual agency programs. 

At the same time, the Committees on Appropriations of the Congress, inso­
far as they have concerned themselves with and expenditure totals 
at all, have tended to do so within the context of the administrative budget­
a group of funds which is incomplete and inadequate as a measure of 
what the Government does and its economic impact. 
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The Commission has devoted a of its effort to :finding 
a concept that could serve the basic purposes of both resource al­
location and economic It has a structure for the 
budget which would ensure that the interc!epenj:ietlCi(~S 
functions of the receive due attention and appn~clatton 

ecutive, the and the !'.'"'''"""'' 

NEED FOR A UNIFIED BUDGET 

The Commission has been concerned by the evolution of three 
different budget concepts. It believes that the existence of several uu'u~'"'" 
has led to public confusion about the as has been made clear to it 
by informed of the press, members and staff of coJagt:es!;ioJJ.al 
committees, and other 

Some major newspapers last headlined the 
ture total in the national income accounts. Some chose the 
budget total. Others headlined the administrative 
$135 billion. In one case, a lead of a billion national 
spending program around a record 
budget." Members of the press have out to the Commission that 
they must follow one in their news stories at release 
time in January, but that different are stressed at other times dur-
ing the year. This confusion of makes it difficult for the ordinary 
citizen to keep abreast of what his Government is 

The Commission has examined at the various purposes for 
which summary and totals are as part of the 

presentation. These purposes are to a considerable extent over­
lapping rather than in direct conflict with one another. The Commission 
believes that the principal purposes of the budget will be furthered through 
the unified and comprehensive recommended in this report. Other 
tabulations made for uses would assume the role of sup­
porting, or explanatory statements. They would not be referred to as 
budgets. The terms administrative budget, consolidated cash budget, and 
national income accounts should all Of course, the Federal 
sector of the national income accounts would still be developed and published 
by the Department of Commerce and could be included in Special 
or tabulations in the budget document. 

Need for better integration of and appropriation information 

The details of the budget, and especially the budget Appendix, focus 
predominantly on appropriations, and 
required for review of the President's budget """''"e•.t• 

grams by the Committees on the early and 
prominent portions of the budget message of the President-and the more 
widely read Budget in Brief-focus on Expenditures 
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year or the 

''"''"'~'""' the immediate ceo­
best indicate the 

made between alternative programs and are a to 
It is the process that the pri•ori1C1es for 

en1pl1as.1s are determined in the first instance. 
as such; it votes 
are a consequence of these actions. 

much of the even 
;onunP>~.:·mF·n who are not dose to tbe approopna.tlcms 

There is often confusion when the press that '-'"'u""""'" 
the 

amount. 
The aimed at 

'~"''J· ... ~~ .. and appro­
""'"'"vuotup between ap-

The Commission recommends that the President's 
more to the new and nhhr.nh,-.nt"",,. 

of the Congress. 

A summary of in 
the President's message and should be m 
the initial summary table of 

show the total amount of current action 
by the as well as the total amount which will become available 
without further COJ1gr·es5ilOJ1al 
rent and latest actual years. In 

insofar as P"·'J"""' 
and scope as the tabulations and statements on 

Both the and the executive have an •rnnn>+., 

to aid of the 

with the cur-

tions of authorizations that have been used from time to time to"'"""'~""' 
the and the actions of the 

definition.* 

"'"'"'""v. belsmmrtg page 95, for definitions of these and other special terms 
and in the Commission staff papers and supporting materials 
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The Commission recommends the use of the broad concept currently 
referred to as "new obligational authority" both the branch 
and the Congress. However, the Commission 
this broader " which 
understand, and is not technically inaccurate. 

The term in its new sense 
tract authorizations and authorizations to 
exclude to contract authorizations. 

The committees of the 

President's 
rnrlr>rbr>rP of revenUeS and py·nP1r1f"h 

and the current status of the 
inmeasur­

the Commis-
sion urges increased attention to the effect of its appr•opna.ticm 
and actions on estimated and totals for the 

fiscal years. It is that the may 
such information on a routine basis with the re­

it would seem desirable 
progress of the President's 

to include estimates of the effects of congres-
sional action on revenues and as well as on 

nnrrmr.unm.v-nunv"·'·"''·" system 

recommendations 
'-'><<LHJU,»UfJ with 

purposes 
framework for information and 

fJV33HJH- choices can be made in the 
"'"'"h'i"'~ money among claims. This means and 

choices among alternative 
old, and what public should be 
programs and what should be left to 
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The Commission endorses the general approach which has been followed 
for many years in the President's budget of explaining the broad allocation 
of government resources in terms of a functional and subfunctional clas­
sification of budget expenditures cutting across agency lines. 

functional classification now in use, although it that as the nature 
and character of programs evolve in response to 
public needs, in the functional classification become 
from time to time. Such should he made at the discretion of the 
President, after appropriate study, and should not advance statutory 
action; make it difficult to keep the classification cur­
rent in response to changed needs. 

\Vithin any one program, the of resources among alternative 
means of production should be so that the benefits 
will be obtained at least cost. This raises such 
be better in a specific case to initial cost to 
achieve a lower labor and materials cost in later years, or to 
on maintenance of a building, or in order to the day 
whep the building or will have to be It is often necessary 
to calculate whether it is more efficient to occupy a owned build-

under a lease than to occupy a Government-owned uu ... ~·'"fi 

to such of will differ from 
The budget should all of the information needed 

the basis for sound program decisions. It should be 
that the Commission does not have in mind that all the alterna­

tives or the information needed to choose among them should be set out 
in the document. should be to the decisions 
reached by the President and his recommendations to the Con-
gress. In the budget document should for a 
full of the alternatives considered and their evaluation as 
the appear before the and 

u~~"'"l',~ on 
The Commission wishes to endorse very noticeable 

over the last decade or so more understandable and 
busm:esi>-t,rpe financial statements in the 
case of Government "'"rniw<> and various credit programs. 

The of individual and will continue 

'""·'UI..lUJC,t; its 
of the Government 

Committees on a related of information 
assist the Committees and the Congress in the best tJV~~""'"' alloca-
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choice among alternative programs and to needs 
and purposes. On the other hand, PPBS concerns itself with total costs and 
benefits to the entire Nation, not the revenues and 
of the U.S. Treasury. Since the incidence of many social costs and benefits 
is on the private sector, rather than the such costs are not candi-
dates for inclusion in the overall totals. while the PPBS «uaiV~co~ 
should be used to aid in the allocative process, the 
sents a financial for the and the 
reflect total social costs and benefits. 

ECONOMIC IMPACT OF THE BUDGET 

The budget totals must be useful for of the impact 
of the Federal budget on the economy. This is because the contains 
the President's fiscal policy upon which 
must take action as surely as in the case of individual ap<pr,opriation 

Every January for at least the 10 years, the President's 
included for either increases or decreases in tax rates 

These for in tax rates in turn 
have been based on the executive branch's of the needs 
of the economy for either stimulative or fiscal It 
is thus apparent that the economic 

and of the President's 

There have been substantial in recent years in 
of the re~:aut.Hl~ruu and the national economy. Not only 

for tax rate u•«u~"" now based on needs of the 
economy, but are now received by the 
attitude of "show us what these will do to the economy." 

and in recent years have 
of the actual or ur<oo,ose:d 

policy recommendations. 
To be able to do this in the simplest rules for c<tJ.cui<tc.ui~ 

budget and expenditures should lead to a measure of 
deficit which is useful for the economic impact of the uwu.'"'"· 
This objective has helped shape many of the Commission's individual 
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re(:ornrrlertd2lticms, but has been particularly important in 
Commission's recommendations on the treatment of Federal '""''"'"·"'· 

Role of 

In order to have the 
and related economic 
jointly with the 

access to 
aspects of the the Commission 

Institution a seminar on budget 

19 

the 

economic economists from throughout the country. 
and other documents 

volume of staff 
to that are m 

papers and other materials 
Commission. 

It is clear that different CJI.f.'C'·'u' 

such as transfer or 
chases of and and loan transactions~-have on 
the economy. As the Brookings seminar there is not 

consensus among economists on the effects of the various 
transactions on the economy, and on the best way to measure the overall 

of the There is little doubt that individual and 
students will continue to desire and search out a vast array of information 
for "this purpose. 

However, 
and 
the with reference 
to a measure of or deficit from which loan transactions have been 
excluded. The Commission agrees with the for 
tion of loans and other of a '""""r·nn1Prlt 

loan, like other power into the other sectors 
of the economy, the borrower also assumes liability for ultimate """'~"'"m"'n 
The on the economy of this loan transaction is different from 
that of to warrant treatment of loans within 
the budget. 

The Commission has concluded that a identification of loan 
transactions within the framework of a unified budget best 
the dual requirements of a budget summary which is useful 
economic but one which also provides a comJJrc~ne:nsiVe 
the review of government programs and Presidential con-
gn~ssiorlal action. The in line with the Commission's 
thinking on this has been illustrated in 1. It is to 
note, however, that net must be combined \vith other m 
order to the full scope of rr"'"pr·nn1Pn 

the budget document a more 

To judge the effect of or<mosed 
also necessary that 

statement 

""'"'"'"'~" on the economy, it is 
from one year to the next. 
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Even with the best definitions of \:OAjjJC11U1LU1. c;;:,, it is 
to judge whether a level of surplus or deficit is by itself 

the 

on many 
ex]petlditm·es, ~H·"-"i'>""' in tax rates and ~pc:uua'"' 

go'vernnlertt fiscal actions. 

m 
year, it is usually 

or deficits rather 
to 

some accuracy the overall of fiscal policy cnatng,(:s 
economy. 

In using budget data for fiscal policy purposes, it must be borne in mind 
that the economy influences the as well as the other way around. 
A revenue increase or decrease can come about either a discre-
tionary in tax rates or, without any in tax rates, simply in 
response to increases or decreases in taxable incomes. For purposes 
of the of Federal fiscal policy, it is necessary to 
deal not merely with in the budget or deficit but to distin-
guish for a particular budget year between the effects of deliberate changes 

and the effects on tax or transfer n<>·um.Pnt~ 
'""''"'l">"~ in the level of income or In order to aid 

evaluation of these the employment 
LV.UL<:v• was developed a few years ago, and has been referred to from time 
to time in the President's fiscal policy recommendations to the 
public and the Congress. 

The employment budget is calculated by ac-
tual expenditures with hypothetical tax revenues and transfer at 
assumed employment. A an expenditure program 
and a set of tax show an actual deficit in a year of rfp·nr•·~~;,,.,,., 

•while under conditions of high employment the same would yield a 
A second in effect in a year of moderate recovery, might 

show a slight just because it was a year of recovery, but the second 
might show a smaller employment surplus than the first. The 

first budget would probably be more restrictive on the economy than the 
although a superficial of their actual or deficit 

would the opposite conclusion. 
The Commission believes that the 

concept which has served a useful role in 
essentials of budget policies for full and it favors steps to keep 
the basic ideas embodied in this measure before the and the public. 
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The Commission points out, employment 
is to be used as a measure of impact in a when demand is 

and more than some allowance for the effect 
of rising on budget revenues should be made to avoid understating 
the stimulative impact of the budget. 

The Commission understands that the high surplus calcula-
tion is only an indicator of fiscal impact, and can at best, 
only of the information taken into account in fiscal policy 

for stable In the total economic 
of the budget a separation of direct loans from other IS Impor­
tant. It is also necessary to take into account many factors which can­
not be fully reflected in any measure of budget surplus or deficit. One of 
these factors is in the amounts of Government 
insured loans outstanding. There is an trend toward 
such incentives to credit, instead of uuuuu"' 

public programs. Another important factor is how in total, the Gov­
erm:uent plans to borrow and how this borrowing is to be accomplished. All 
in all, the of the economic of the budget is not a simple mat­
ter and it should not be made to appear so by undue emphasis to a 
single number or set of numbers in the primary budget summary. 

The Commission does not wish to try to in detail how the execu-
tive branch should go about analyzing the of the how it 
should and justify its fiscal policy recommendation to the public, or 
the exact division of responsibility between the Budget and the Economic 
Report of the President. However, the Commission does believe strongly that 
the economic impact of the is so important that it should receive 
prominent attention in the budget document. One alternative is a relatively 
brief tabular statement in a section of the budget devoted to a discussion of 
the total economic impact of the President's proposals in as definite and com­
monly understood terms as possible. This discussion would, of course, be sup­
ported as necessary by more detailed treatment in the Economic Report. 

SIZE OF GOVERNMENT IN THE TOTAL ECONOMY 

While less important than the two primary purposes of the budget, the 
Commission has also been influenced in its recommendations by the fact that 
the budget totals are commonly used to measure the relative size of govern­
ment in the national economy. The totals should, therefore, lend 
themselves logically to this use. This is 
with proposed rules for offsetting which are 
discussed in Chapter 7. To state the Commission's recommendations in this 

only briefly at this point, the budget totals will be a more <>nnr.r.n,ri<>tP 

index of the relative size of government in the national economy if loan re­
payments and receipts which resemble business-type earnings, or 
returns on government property, are offset the expenditures to which 
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they relate or for which they are 
rer>re:senttlrtg the exercise of ~o''"rP1ocn powers to gov-
ernment are treated as 

OTHER PURPOSES OF BUDGET TOTALS 

The Commission believes that the recommendation in this for 
tabulating budget totals within a unified of the 
understanding of many policy decisions 

and citizens To nrl-.YY>A~a 
mission hopes that the recommended here will be maintained for 
a sufficiently long period that references to the become 
unambiguous. 

At the same time the Commission reiterates that no summary array 
of budget data can serve all purposes. Alternative tabulations of Federal 

and are for at least the major 
purposes: 

• To assist the of its cash balances and 
in scheduling its debt ... ~"'~.s~· .. ~·--

• To national income in a social accounting system 
in which data for the Federal sector of the economy are consistent 
with and to data for the other sectors; 

• To assist in the Federal Reserve Board's flow-of-funds which 
i~nr."'t~.nt in the formulation of monetary policy; 

nrt~m.ntP aua.n·~·~ of the of Federal activity on the financial 

• To provide into the 
balance of international trade and 

• To facilitate international comparisons of the role of government in 
different 

• To provide statistics for the Federal Government which are com­
parable to available information on State and local government 
activities in the United States in studying the role of total government 
activity in the country; 

• To provide since total fixed capital, 
public and 1s 1mportant in economic growth. 

However, the requirement for receipt and expenditure tabulations 
does not mean that all of them must be available in the budget and its 
supporting documents. To the extent they are cor,cerned solely with data on 
actual performance after the fact, as distinct from plans and proposals for 
the future, they should ordinarily be provided by the Government's reporting 
system rather than the budget documents. 

The Commission wholly supports the provision in budget documents of 
such supplementary information as is needed to evaluate more fully the 
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economic effects and costs of 
and 

miSSIOn 

document 
and not as 

of the United States. 

276-618 0-67--3 

program and 
which arise in an 
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our limited resources 
our 



CHAPTER 3 

COVERAGE OF THE BUDGET 

sector of the economy, the efficient allocation of resources 
n<>rtn.rrr ... n in a decentralized fashion by the of the market-

sector, it is the 
the resource allocation function. 

To work the process should encompass the full 
scope of programs and transactions that are within the Federal sector and 
not to the economic of the 

not 
lishment 

w;;;)LJ.<>LIO as to what 
of the Federal Government. The answer to this IS 

as obvious as it may seem: the boundaries of the Federal estab­
are sometimes difficult to draw. 

for national or census data are 
activities of the Federal Government which should 
It is 

side the 

tivities of owned the Government and the 
What about tor of the economy be included in the 

such as the Federal Reserve 

the Federal Government in 
but from which all has now been w1thc!rawn 
Federal home loan banks or Federal land banks? It is difficult to draw a 

line in some of 
that do not seem 

cases without programs included in 
different from other excluded items. 

Even for programs within the scope of rrr.,uPrn·m••nt 

remain about how to include their transactions in the uuulo(,cc. 

are revenues a 
a deficit? Should the itself concentrate on current account transac-

for durable assets or recoverable loans handled in a sep-
A number of transactions are dis-
and others in which follow. 

24 
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The Commission's recommendations with to coverage of 
the are: 

• The budget should, as a 
range of Federal activities. Borderline no·enru?s 
be included in the budget unless there are reasons 
for exclusion. Specifically, the should include the transactions of 
the Federal trust funds which are now outside the administrative 
(although the Commission believes that the and 
funds should be TTUJ!tTti.UITUfU 

• Most and transactions now included in the consolidated cash 
budget should continue to be in the budget. the Com-
mission recommends exclusion from the of those Government-
sponsored activities which are now completely owned, and local 
r«t:mnH and of the District of Columbia 

• The of physical assets should not be set up as a .rel1nrnte 

capital budget, but should be included in the unified budget. 

THE FEDERAL GOVERNMENT'S BOUNDARY LINES 

A f.uH discussion of issues involved in 
of the Federal Government esoteric matters 
of philosophy and became dear to the 
Commission that the the Federal Government's scope, 
for the purposes of this centered on whether a few and 
programs should be included or excluded. 

In the decisions about whether or not to include programs in the 
the Commission has asked several : Who owns the 

its Who selects its Do the 
the President have control over the 

the 
in some broad ultimate sense? The answer to no one of these 
is and at the where boundary decisions 
have been made on the basis of a net of as many relevant con-

In the Commission recommends a com-
with very few exclusions. The following sections of this 

\AlauLc• put forth the the conclusions of the Commis-
sion with respect to coverage. 

Trust funds 

The inclusion or exclusion of trust funds one of the most im-
portant The exclusion of the funds from 
the present administrative is the difference between 
that measure and either the consolidated cash or the Federal sector 
of the national income accounts, and has been the major reason for increas­
ing dissatisfaction with the administrative budget. For a variety of reasons, 
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discussed more fully 
recommends that: 

and after careful 

The receH1ts and of trust funds. 
This recommendation fully that individual trust funds must 
be accounted for se47ar'att?l<tl. and that their activities must be on 
in a way which allows the and of trust fund transactions 
and balances to be nnu~><;n'~"' 

The trust fund programs have grown since the 1930's when 
most of the funds were established. The exclusion of this 

:.rrnmrv from the administrative 
reason for the cte'veJopm(~nt of the consolidated cash 

In recent considerable has been attached to the differ-
ence between the owned included in the administrative 

and the trust which were excluded. In trust funds 
do not to the Federal 

un:enlPlovmc:nt in­
and civil service 

and sizable programs handled 
owned funds. 

rm.Pot!lnn of the Federal Government's respon-
of the trust fund programs, 

programs in 
·~F;'J'"""" ch,an;girtg contribution formulas or tax rates 

Lua.u:.;u.t14 benefit and formulas affect-
PvnPI'h"rl with fre-

trust 

uc~.<u,uyuc, in the 
earmarks certain programs for financ-

~JJc:LlL'"' taxes or other revenue sources. This the benefits 
and it also lends a 

of assurance to DeJletrct<H 
schedules once established will be pr<>tel~te<d. 

The and processes that 
nnan,cmg programs th,rm .. ::rh trust funds has its warm defenders 

and severe critics. The criticism comes from those who want the 
process to embrace more and the relative costs and 

effectiveness of alternative to program and social 
needs. 

With the passage of 
absolute and relative 
>'I>I'P"r>t~ and CJI.jjJC!KULUI <:~. ""'-'-'"'-liJCO, 

in both 
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It is clear to the Commission that the current of trust funds must 
be considered in 

1n on 

The Commission does not recommend "'"""·"u·'"''·"' 
trust fund In many in sees merit in 

.,,...,~u"'" revenue sources for well-defined programs of a 
character. The need to the of trust and the 

other funds. 
cance of trust funds for program decisions lies in an 

and of the individual funds rather than in the 
totals for all trust funds 

"'-"L''''-uu" trust funds. 
The Commission feels it is 

or the totals for 

for the use of those whose main attention in the 

owned funds 

administrative totals. in order to further the "''"""',."' 
a unified ""''-'!'.~'' 

The Commission recommends strongly that the President's 
entation no attention to a or calculated on the basis 
of the administrative """"'"'~.. 

The Commission has 

inence to taken as a 
administrative it finds no serious obstacles in the way of 

its recommendation within a short of time. 
1s a 

istrative does not 
on the economy. The admin­

out the President's full program, 
nor does the administrative 
action on the President's requests. 
"""'"'""t" and as great as for 
it can and does enact trust fund with 

available to the to reduce trust fund 

of the Commission's recommendation on trust funds 
is that some redefinition of for the trust funds would be 
desirable. As 2, the Commission recommends that 
the tabulation of the in the President's 
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POi>sltHe, in terms of scope and with the 
""''""'1'"'1uu "~· If the is to include trust 

tne:rel:one, two _ ... - •. ,,~ 
enacted would be desirable: 

pp1ropnat10Jns should be related to obli-
"""'~""h"rl to be incurred by the trust funds the fiscal year, 

u""·lJ'"lJ"'-''"'i tied to trust revenues as they now are. If 

in the coverage of the trust 
of these funds may be 

to this the 

totals 
int:ra1smrernrr1ental trans­

Jus~:m.en£s which are now made in tabu-

poses, because of the way the various funds 
years. But since the activities involved under the Commission's 

be included in the whether or not financed 
trust funds, any such re~examination would not affect the budget 

totals. 

Federal Reserve 

gress has established nrtnrtn<> 

the Nation's money supply. 
The Federal Reserve 

uc;•.uaucv which Con­
to 

IS rPonnnothiP 

to the :rw•arPoo on the results of its Discussions about 
f.'"""uocu<A:: of the Federal Reserve are concerned with its 

"""'"'",.. within the Federal Government-not whether it is of 
the Federal Government. The 1s a Federal Government 

Each of the three includes as a the na'nrliE!nt 
to the of excess Federal Reserve 

Reserve from its and other activities. Inclusion of the 
Federal Reserve banks in the Federal 

nature and economic ~~~.uu1.v<<> 
are different from those of most other rrn•uPr·nn1Prrt 

and activities. 
For the above reasons the Commission recommends: 
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The to the 
continue to be treated as a Federal and 
erne1rut:1rures of the Federal Reserve banks should continue to be excluded 

the Commission does propose certain 
interrelated nature of the and 

in Federal Reserve uv•u'")o; 

securities are a of TTI,,.n,M,,Fv 

Commission recommends that in summary tabulations of means 
of for years these in of Federal 

be shown as a separate item. Federal Reserve loans 
and would be shown for 

Another coverage issue the boundaries of the Federal Govern-
ment has to do with the five so-called 
the.Federal home loan the Federal land 

the Federal intermediate credit 
Insurance The Commission recommends: 

• The the Federal land banks and the Federal home loan 
nm•ne:r.~n.u>. should 

mediate credit banks are com1flte·teJ!v nntJ•nr.<?t~' 

excluded from and exjf}er.tltlitures 
• the budget document should r:r""u'""" 

memorandum items on the volume of ouEsr.ani'lltiif!. 
Government the Commission whatever 
are necessary so that the Appendix can contain as "annexed 
budgets" about the transactions and position of the 
excluded Government-sponsored nupn,r:1P 

the financial 
and are 
are not sub-

to the annual review of the Government 
tion Control which does cover most other Federal rr.rn'""" 

In the Commission's view. the fact of argues for 
the Federal land banks and Federal home loan banks from the 

The transactions of these are now included on a net 
at least in the consolidated cash totals. the 
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uct1:tet::try review means that only rough estimates can be entered 
document for forward and the difference between 

for the Federal home loan 
has introduced errors m totals due to factors 

the control of the or the executive branch. 
The Federal intermediate credit banks and banks for rr.t,nP•r;,J·iv•·~ 

eluded in the 

ance rather than a 

same 

and loan association share accounts. 
recommended the Commission therefore 

jo;rernn1er1t-1mcms,on!ct ~>nt••rnr'"''~ be omitted from the 
owned. This criterion does not 

are to be sheltered from 
as indicated 

recommends that the total volume of loans outst::tn<lmg 
these ~>n1rPrnn~P~ at the end of each year be included at a 
in the document as a memorandum and that 
secure 
included in the 

financial statements in the form of "annexed 

uv,,mux to the "'"''"'"'"''• 

District Columbia Government 

The Commission recommends that the local and exf]el'ialf&ures 
of the District of Columbia be excluded from the Federal rn~•'LP"'·· 

The District of Columbia is ,..,o,"r''"" most observers as a local govern­
governnnerlts. It is so treated in most 

<XU<"<Jt<•Ct<U formulas. If local '<"l>f'Pl1r\h 

ment vVLHjJ<CU 

Government statistics and Federal 
and of the District of the 
must, of course, include Federal are now 
excluded from the consolidated cash as transac-

. The recommended treatment coincides with the present treatment of 
the District of Columbia in both the administrative and the Federal 
sector of the national income accounts. 
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International Fund 

United States transactions with the International 
attention. All other international financial to which the 

United States subscribes are 
Fund more like a bank m which funds are 

and from 'Which funds in the form of needed currencies 
may be withdrawn. The of the Fund are monetary in 

finance the international payments of the United States 
and other member countries. The transactions of the Fund are monetary 

which the United States receives international reserve 
assets. The U.S. net with the Fund is in 

or convertible 
in the Commission's v1evv: 

uu,nn.v .•• and other transactions 
in the U.S. position with the International 
eluded budget and ex1r>en,Inz 

This IS m with the character of these transactions and 
totals better indicators of the of the 

both the domestic economy and the balance of international 

The present consolidated cash 
actions of a number of 

includes on a net basis the trans­
most of which rMWA<"'''t 1"•>f'Pqn1r< 

or Ill transactions of the or 
suspense accounts. include the funds into which amounts with-
held from Federal salaries for the of bonds or for the 
payment of State income taxes are t<>'Y"''""""' 

fund transactions is 
on a cash income and 
itures are to be measured on an accrual basis. 

Actually there are some funds 
and the Commission has not 
of these. The Commission 
partment and the Bureau of the are 

review of the nature of each of the 
trust funds than suspense account or 

The Commission recommends that the and the 
Bureau of the Budget continue to review and funds, and 
to remove from the budget totals, those for which removal would be con­
sistent with stating budget on an accrual basis. There are 
no doubt some deposit funds which should continue to be included in the 
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'''"''"''"""' and of tM Comptroller 
.urr""'"~' could mo1·e logically be as trust fund and 

since they reflect governmental Tlw Comp-
troller of the Currency receives assessments national banks and uses 
those receipts specifically to examine and otlwrwise the activities 
of those banks. 

TRANSACTIONS TO BE INCLUDED IN THE BUDGET 

With the outer limits of the Federal Government 
main about 

to internationaltP7ul1nu 

The administrative and consolidated cash rmnocP« differ in their 
treatment of payments and to various international 

such as the International Bank for Reconstruction and Devel-
Inter-American and the Asian 

ment Bank. The cash of cash to these 

as 
"'"'''"''"'• the exclusion of letters of credit from 
rise to certain anomalies on such as 
the administrative ,when letters of credit have been issued to ,.,,~'"'r" 

notes held these institutions. 
After consideration of the nature of the transactions of the Go~ernment 

it is the Commission's view that: 

Tlw issuance of debt instruments to the international orga-
nizations should be and the United States' unpaid obligation 
to such should be covered open book as in 
the case of other obligations, or by letters of if these steps are 
taken, the will then record as an only the payments 
of cash to the organizations. 

This treatment appears to best describe the economic character of trans-
actions with international and the best coincides 
with recommended treatment of like in the domestic economy. 

it is consistent with the Commission's recommendation on the 
definition of Federal discussed in 6. In the Com-

the notes and letters of credit as 
an rather than as a which 
has been made and which in turn has increased the Government's 
formal debt. 
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or one-time 

Various administrations have been criticized for uit;ru'UHl~ 
without or ex]Jerldltur·e reduc-
tions. Prime of items criticized are the one-time sale of assets and 
the of tax collections. 

""'"""!'. a number of recommendations which will elim­
to the treatment of one-time r,,,.,;,nt• 

these are its recommendations for 
basis and for a more consistent 

side. These do have an economic impact and 
of the total scope of government activities in that year, even if non­

the Commission recommends: 

attention to unusual items of both .. ,,_,,hH 
presentation. 

A CAPITAL BUDGET 

One ~n•~,,~¥ .. 

out as ~uun;1e.uu 
assets, 

ernment A divided 
excluded from calculations of the 
referred to as a 
draws upon the 

should continue to 
to call 

PY#JP;Hrl,fUYP< in the 

of a business are not current sales to deter-
mine an estimate of a firm's profit or loss. Why should the m 

or not also exclude from the cal-
culation? 1s also that resistance to the construction of 
needed facilities be moderated if this investment could be elimi-
nated from the or deficit. 

The Commission finds little merit in proposals to exclude outlays 
capital goods from the total of that is used to com-
pute the budget surplus or deficit. It a 
ital budget in this sense. 

Use of a would understate the current draft 
the Government on the economic resources of the sector. The level 
of should be 

much 
pressure the appear-

ance of a balanced with excluded, pose a 
psychological barrier to adequate taxation. In any event, of new 
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spe:ndmg programs would be tenl1pl:ed 

""''"''"v'"· so that the immediate 

rules or. 

""'' """~"""' the cur· 
rent or the current and the program 
itself therefore less visible. 

The Commission believes that a further very fJ"''3"'"""'v 
a is that it is to distort decisions about the allocation of 
resources. It would tend to the of for "brick 
and mortar" relative to other Federal programs for which future 
benefits could not be education, manpower 

c:~u·u.,~e" -even when there is 
no clear evidence that such a shift in relative would in fact be 

The notes that a number of 
lJUl.ll;!t:t.l> have abandoned the nr:'lrtirf' 

'-V'-'"'·"c"• where the semblance of a is main-
the division of transactions between those which go "above the 

the measurement of 

stitute an 

information . 

and those which go "below the line" in the 
rh•t"'"." as to make the result virtually 

there would 

.L.<lJll.t:IIV!»e, at the individual and program the Commission 
Qt"""'"''" encourages information necessary for more and economic 
bu,dgc~tlllg, not to better relate the needs to be met by such to 

but also to relate alternative means of these needs as 
between capital investment and increased expenses. Better cost-benefit 
calculations are and these cost estimation. 

should he a 
Government 

and other 
~>njrPrlnrtoP~ promotes There-

ua,<wuu,,14 in the financial statements of Gov-
or loss from the computed on a 

basis. This is by no means the same as 
instituting a separate capital budget, financed, for the Government 
in the 

For the Government as a 
physical assets and the 

estimates of the value of Government 
c:\.-x.~uu•u of these assets would he useful for study-
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econom1c Such calculations well be made by the social 
accountants as of statistics on national income and 
wealth. And the Commission would endorse the of such esti-
mates in a tabulation released with the once reliable and 
useful data were available. 

EFFECT OF THE COMMISSION's RECOMMENDATIONS 

In summary, the Commission's recommendations on coverage of the 
described in this further in SOme rP<lT1Pf'to 

m '-''·'"-l·n"''~ 5 and will and 
sive definition of the budget. In the coverage of what in the future 
should be called the would be dose to the coverage of the rw''""''" 

lthcmah there are a few differences as indicated 
the with 

which transactions 
Commission differs in several very 

TABLE 1 exclusions recommended 
consolidated cash 

[Fiscal years. In billions of dollars] 

1966 !967 

RECEIPTS 

District of Columbia Government .. 

Total effect on 

EXPENDITURES 

Federal land banks ......... . 
Federal home loan banks. . . . . . . . . . . ... . 
District of Columbia Government ......... . 
Transactions with International Monetary 

actual 

-0.3 

-.3 

-.6 
!.3 

-.3 

Fund. . . . . . . . . . . . . . . . . . . . . . . . . . . -. 1 
Deposit funds, net 

of the .5 

-1.8 

+L 5 

estimate 

-0.3 

3 

-.6 
1.0 

3 

.2 

-1.7 

+1.4 

the 

estimate 

-0.3 

-.3 

-.4 
.6 

-.4 

-.1 

-.2 

I Amounts are only; actual exclusions will be determined as the result of 
the recommended study by the Treasury and the Bureau of the Budget. 

2 Includes minor amounts for excess of annexed net 3 Govern-
ment-sponsored enterprises over figures shown in present consolidated cash budget. 



CHAPTER 4 

ACCOUNTING FOR EXPENDITURES AND RECEIPTS 

is on a checks-issued an exJJerlditUI'e 
a check is written. The consolidated cash budget uses a cnecJ<s-:oaJta 
the overall total of eXJ)eiJtdlt 
clears the ~~"""''"~"> 
come accounts records on a deliveries when 
the Government receives or services. 

The Commission has examined each of these bases of 
tures, and finds them deficient as indicators of the time when 
expenditures are actually made. Therefore, the Commission recommends: 

Expenditures should be reflected in the budget and Federal financial 
reporting when the Government incurs liabilities to pay for goods and 
services-in other words, on an accrual rather than a cash basis. 

time 
because of the progress made in recent years in 
modern accrual in Federal Government m 
",vLupu.:u,,..,.c: with enacted more than ten years ago. A few im-

this recommendation im-

internal data 

strative and cash The national income accounts, nn'""'"""'r 

on a cash and on an accrual basis. 
The Commission believes that can be taken toward an accrual 

Corporation income taxes should be presented in the budget and re­
ported by the Treasury on an accrual basis, also effective with the Jan­
uary 1970 budget presentation. In addition, the Commission recommends 
that other receipts be accounted for on an accrual basis as soon as feasible, 

36 
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although it recommends in the case of individual mcome 
and taxes. 

there are 
and and accrued and 

,v,auu~o; billions of dollars. The shift toward accrual 
by the Commission should make the totals a better 

index of the current of Federal financial activities on the economy, 
and should a better reflection of the financial condition of the Gov-
ernment than any of the concepts. 

ACCRUAL OF EXPENDITURES 

A system 

There m the Federal 
should record each of 

program costs, 

agency. at which 
result in out formal action with an outsider that will 

Government funds. Careful records of ~ .. ,"'-···~··v must be maintained to 
assure that the 
are also an 
itures. 

From the sta.ndpomt 

structive in the case of construction 
formed by contractors on 3JJ•couu" 

resources used for a program 
For this reason, program costs are 

on an 

instrument of 
They 

in the details of the in connection with. the President's 

Government outgo 
Treasury hnrrr.wJ 

and checks are necessary measures 
cash management purposes and for 
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pv''""J'"' to enter the 
DOint:s--rc•r purposes of summary 

has had to decide which measure or measures are most 
nnrm>n:>tP for purposes of overall summary statements. The Com-

mission concluded that accrued are that "best measure," since 
the accrual is the of final commitment which has the and most 
direct economic on the sector. 

recommendations to overall in the 
message than they now have. 

is essential for financial control and account-

The trend toward better ""''""•""'"'" 

feels a need for better information 
This is 

of 

program costs are used to measure 
perro,rrrtartce. The accurate measurement of program costs 

system, in which such items as accounts rPt'Piv<~lhl<> 

stocks on hand at the and end of the 

that are to be used in later periods are not included. 
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Recognition of the of information on program costs for the 
proper formulation and execution of programs led to the 
ment-laid down in the 1956 amendments to the and 
Procedures Act of 1950-that all of the Federal Government de-

accrual 
Office. 

imnrovPrrlPrtt in Government and financial m<m<lg<~ment. 
vary somewhat from agency to agency all but a few ~"'''"~·~~ 

now use accrual The General Office has a 
number of these Others are before the General Account-

Office for and still others are scheduled to be submitted for 
<41JIJLVV<L< shortly. 

The Commission endorses the trend toward the use of accrual 
nnnrH+:n~t tool for program and 

and execution. Morc~m1er 

than was 

The 

Accrued differ from cash disbursements because of net 
in Government liabilities and other accrued 
. In the case of under contract, as in 

construction and defense the accrual basis will 
result in · that 

nr•'<Pnt< income to 
the two sides of the transaction re-

on the books of both and sellers. 
a much better measure of the actual 

or cash disbursements. 

The accrual concept cannot cash and "'"'""'"'h 
ture information for cash balance management and public debt 

Cash records are for the proper of 

276-618 0-67---4 
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business 
rnnr,Pnt<need not 

or deficit should 
recommends that 

an accrual rather than and 
depo~nts and withdrawals should not be called the 

on an accrual basis will not 
process, or the need for con-

nr>r()nrll::>tiorl< will continue to be the critical 

even more than now. 
intent is not to alter the basis of coJrU:!l'es:swnal 
any way. 

should not be confused with program costs. 
measure resources while program costs-
at the program level-measure resources used. 

of the accrued ""'""w'u 

between cash disbursements 
these cases there are occasional 
rrrC\lAl11"\0' out of the Federal onuP'I'nl'YIPnt'< nlUTPPI~I 
be recorded more in an accrual 
tween cash disbursements and accruals become 

increase or decrease in 
as in a defense ment orders for 

or demobilization the difference be-
tween costs incurred a contractor and progress payments made to him 

.,.,"'""""''" recorded as an accrued of the Government. 
1'r,,,., . .,..,. n,.,,,...,,.,nr• should not be confused with advances and prepay-

ments. Advances and are made to con-
tractors with will be reflected on the Government's 
books as assets like accounts receivable rather than as ex]peJ1aJ:n 
accrual 

my an 

The Commission believes that of its recommendation for 
accrued will make the Federal a more useful docu-

understan•cllflg the economic of the For ""''""n'"' 
ma defense build-up such as during fiscal year 1966, the 
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accrual basis would have provided more timely and accurate information for 
assess:ing the economic of the budget than either cash budget dis­
bursements or deliveries as recorded in the national income accounts. 

Furthermore, the Commission feels strongly that of the accrued 
expenditure measure would a further stgmtica.n 
proved internal management of individual Federal As pointed 
out before, most are now or will be costs for program man­
agement and agency control. The accrual concept for budget purposes will 
foster the concept of cost control in all and in those not 

For those using program costs, the 
information for the be a of their 
accounting system. 

The Commission has considered the possibility that some users of the 
and Federal financial be confused by the term ac-

crued The Commission that once exoe:nal-
tures have been redefined, there is no need to use the term accrued ex-

and the term will apply to the 
ue·ve1ouea on the accrual conoept. 

and implementation 

The Commission the fact that 
has been made in the 
yet IJVJ"UJLw 

svs:te1ns. it is not 
the informa-

tion which Commission's accrual 
recommendation. This will also create increased burdens in terms of 
cost and time for the Bureau of Accounts of the which 
will have to process accrued cAIJCllH . .lJtculc~ as well as disbursement data. 

the Commission has had the benefit of In """'-"H'o 
conducted under the of 

It believes that-with the of 
everyone concerned-it will be to internal review and 
and internal of accrued for most of the 
Government effective July 1, 1968. The Commission that the 

of conversion to accrual is in the of 
'-''""u,.o, and that somewhat more time may be that agency. 
Accrued data should be available in time to make it possible for 
the President's for fiscal 1971 1970) to be 
fully on an accrual basis. Monthly to the public on 
the accrual basis then would 

Some concern has been Pvlnr•·~~•·rl 
in the of when the conver-

·~~~···¥ .. will continue to need 
the information it now and disbursements should 
be available with the same as at Until some Pvlr.Pr·rPT>rP 

quired under the accrual system, reports of accrued "'""1~-'"''·'u' 
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to than those for cash When op-
"'""·"v". h'"'""''"',. the accrual and cash data will both come from the same co­

by the time internal tests 

to the new accrued 
Commission recommends that estimates of <-nau;~c;~ 
and other accrued liabilities 
be made available the 

to measure the economic 

in 1970, the 
be available on 

JJ«v«•Jno and other accrued liabilities should be ,.,,.,,.,.,.,,rl 
full for an <41",'--'R·<'"-~ d.ll'Cd.CIV 

Relation to the national income accounts 

The Commission does not feel that it should make detailed recommenda-
tions on methods of statistical measures of Federal and 

in the national income and accounts. In 
these are matters best left to the economists and social accountants. More-
over, the Commission the need for a consistent treatment of the 
Federal sector and the sectors of the economy in the national income 

the Commission is aware th'lt the different 
basis for exiPCJ1GJ:tu:res is one of the differences between the 

and the Federal sector of the national in­
come accounts. It is also aware that there would continue to be a difference 
if the Federal were on an accrued basis while the Federal 
sector of the national income accounts remained on its basis. 

In order to tie more 
different cat:egc)m~s 

in the national income and 
and subsidies are on a checks-issued basis. Construction is recorded on a 

which is Federal in-
"'"'''"'"<"'Y on an accrual basis. hard 

leadtime items such as 
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used by the Office of Business Economics of the 
has the effect of the basis for hard 

data used in the national income accounts 
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The Commission believes that if the Federal were on an 
accrued basis a similar basis for the Federal sector of the national 
income and product accounts would be desirable and 
in of certain inconsistencies that arise in the national income ac-
counts treatment of investment. A common basis would eliminate a 

between the national income accounts estimates of 
""'"'"''"u"'cuu:;" and the Federal itself. the Commis-

sion recommends that the Bureau of the and the Office of Business 
Economics pursue this while the conversion of the to the 
accrued basis is In order to do the Office 
of Business Economics would need certain additional data not now available" 
The Commission also that the of De-
~&~~~ ~ill~ 

information. 
ACCRUAL OF RECEIPTS 

To be consistent should also be 
recorded on an accrual basis. 
ness accruals of tax 
measure of the economic 

more irnnnrt<~:nt 

than do cash collections of 
taxes. For these reasons, the Commission believes 

should be accrued in the Federal 

'""""'F."'''""~ that the 
lHJlJJl'Gll"'"'"'tu•!'; its accrual recommendations in the case of '"""""""'to 

In the case of the 
from the Government's own ''"'""vcnau'"' 

to be on an accrual basis. In the case of tax ,."'.~"'"" 
Government has no system from which accurate 
measures of the accrued tax liabilities of the sector may be extracted" 
At the only has this information when tax returns are 

are made by the 
a measure of accrued taxes can be ,.,,r,<wh>rt 

only some time after the close of any month or fiscal year. 
The Commission that this makes it impossible to 

at this all tax revenues. The estimation prob-
lems of tax accrual are for the individual income and employment 
taxes. However, for these taxes the difference between accruals and cash 
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is less from an economic point of view. 
The difficulties are smaller the Commission believes u"""'n"'"'"'''"' J for 

the income tax, for which it is fJ"'J'u'·"''''" 
taxes measured on an accrual basis. 

The Commission's 
coJrp<>ratwon income tax '"''·"'If.'"" 
same time that accrued ex]Jentdit 

It is deter-
minant of and financial behavior hence economic 

than the cash payment of taxes. Since r()]'nr•r<>:tp profits (and tax 
liabilities) are between accrual and pay-
ment of taxes of in the 

to a 
the 

oa.vn1e11ts over what otherwise 
coJrp<>ratw•n income taxes on an accrual 

basis the true yield of the income 
tax in better nersu•ective. 

The Commission recommends that the of 
fJ"'"'"'"" ways to the basis for coirp<)ratw•n income tax 
accruals, with the ex]pe<:tatwn data for 
internal review and July 1, 1968. The Commission also 
rec:o~Jruz~es that some further study by the is essential 
to work out the details of monthly rpn,twtincr 

income taxes and other r"''"''·htr 

In the Commission recommends all on an 
accrual basis as soon as For it should not be difficult to 
ascertain the amount of business liability for excise taxes there 
is only very economic SIJ:l;r:Ill:IC<:tn<:e 
ties and collections for such miscella-
neous receipts on an accrual basis should pose no fJ!•Jw:cu•, 

information should flow from each 
system OnCe it is in flT1oPt':"t1f'ITI 

Individual income (and employment) taxes, on the other 
be placed fully on an accrual basis. There 
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the existence of a tax at the end of an individual year. 
it would be difficult to estimate at earlier dates the 

tax for all of the more than individuals who file 
their final returns at a later date. As a it may be some time after the 
end of a fiscal year before the of final tax returns makes com-

accurate revenue 
The national income and accounts record individual income 

taxes on a cash payment basis rather than on an accrual basis. 
economists appear to feel in the case of 

behavior is more influenced the cash 
the accrual of tax liabilities. In many individuals may not be aware of 
the amount of their accrued tax to the of their 
tax returns and the actual payment of tax. 

Other considerations suggest that it may not be of for 
to record individual income 

as 
of economic or contraction. 

of the individual income tax is withheld at the source, and comes into the 
with a short time under the new with-

system. 
It should be noted that if Federal rPrP!nt< 

accrual 
lections 

than would occur under a 
of U'-'''-'WCHL'J4 

reiterate that no one deficit can 
of Federal activities. Use of such 

>'<'!r>mrtprJ on an 

income~when col­
would be lower and the deficit 

In summary, the Commission believes that the of m-

dividual income taxes further 

EFFECT OF THE COMMISSION's RECOMMENDATIONS 

At 
tions 

totals of the Commission's recommenda-

totals of the Commission's accrual 
estimates in more detail for a 

In the 

and be estimated. 

that totals for years in the recent 
a consistent basis as with the 

for such 
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mates can be made without much diific·,",',ty, as has been done in rmPn::.nn 

the in Table 2 and in 9. The of 
of time is The Commission feels it is far better to 

ppro:'i:in1at:im1s than to have the past totals 
but defective from the 

one for other revenues. 
on the ex]peJldJ.tUJre 

one for all the other ~s·· .. ···~~ 

one 
and 

lines would also be ap­

'"'"""'"''"'"~ of Defense and 

in recommended the TABLE 

Commission consolidated cash 

fFiscal years. In billions of 

RECEIPTS 

Excess of tax accruals over cash deposits: 
c;, . 

~ !:' -., ·""'" Income taxes . . . . . . . . . .. . 
Other taxes .. . . . . .. . .. .. . . . . ... . 

Total effect on receipts ....... . 

EXPENDITURES 

Change in checks outstanding and accrued 
interest........ . . . . . . . . . . ........ . 

Excess of accrued over checks 
issued: 

Defense ............... . 
Nondefense ....................... . 

Total effect on expenditures. . . . 

Increase in budget surplus ( +) or dificit 
(-). . ...... ' ........ 

1966 
actual 

-0.7 
-.2 

-.9 

-.2 

2.0 
1.7 

+3.5 

-4.4 

1967 
estimate 

-3.9 
. l 

-3.9 

1.2 

-.6 
21. l 

---
+1.7 
---

-5.5 

1968 
estimate 

-0.7 
I. l 

.7 

-.1 
2 L l 

---
+L6 
---

-1.2 

in this table, to a greater extent than most other figures in this 
are derived from statistical rather than accounting estimates, even for 1966. 

Ke,nr.esents average of available data for years. 



CHAPTER 5 

FEDERAL CREDIT PROGRAMS 

One of the most difficult the Commission has faced is how 
Federal loan should be reflected in the The 
Commission has been of the 

on a truly basis. It also has evaluated the need for 
separate substantive information on direct loan programs because of their 
differing economic characteristics and their to loan in-
surance and programs. It believes that the of ""'~":u"''-'''"' 
treatment of loan programs can be met best within the framework of a corn-

The Commission therefore: 

• A breakdown between loans and other exrw;ruz:lcure.f 

is so important, particularly 
incomes and employment, that the summary budget IJr~?seJ'tta:twn 
show most direct loans the basis of their unsubsidized value) 
rately from other exJfJetlditw-e 

• However, the elements in all such loans should be included 
and disclosed in the rather than the loan account 
of the budget to the extent since such subsidies are much more 
like than loans. This will make a "'"'unu•K 

other 

the loan is 

• Certain other types of loans should be rPtiPrtPn 

rather than the loan account of the either because are loans 
in name only as Commodity Credit Corporation nonrecourse 
or because loans made on noncommercial terms. 

• The summm·y should show separately gross loan disbursements 
re~'la'\lm.gnt's. in addition to net u>n:an'u!. 

The Commission considers the sale of certificates of 
of Federal agency loans as more like the sale of securities 

47 
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than loan 
the Commission recommends that: 

• Participation certificates should be treated as a means 
as an offset to which operates to reduce a budget ""'"':'"·-

SEPARATE TREATMENT OF DIRECT LOANS WITHIN THE BUDGET 

Federal direct 
years. Quite 
loans of the 

loan programs have been 
from noncommercial 

Credit 

m recent 

diate credit and the Farmers Home Administration in the ""''""''"''u"u 
· the Federal National the pro­

field; direct loans to vet-
erans; · and loans to small busi-
nesses, in addition to several smaller but programs. 

The executive branch reviews almost all direct loan programs and admin-
isters them with the same of pro-
grams other than loans. The for loans 
no less than for other exipe11C1J:tu.res 
..,"""' Hv should have 
;orl!!r·esl>--bclth from a uuauLu,5 

as other programs. It is •rnnnrt<1nt thl~re·tOJ'e 

hensive budget fully reflect net 1cu.uu1"' 

asother and 
Notwithstan.dirtg the 

hensive statement of Federal Government .,,...,.,n""" 
loans should be set forth serm.r:<telv 

someone's 
the borrower has assumed an 

ment, which 
tures. There is substantial consensus among economists about the way in 
which taxes and other than loans affect deci-
sions. There is considerable consensus, uH~nrmr·e, as to the effect of these 
"~-'';;;u•.tu.•J<; decisions on the economy and how such should he 
calculated. There is much less ag1·ee:ment, on the measurement of 
how loans and other financial transactions affect the economy. 

It seems that within the transactions be 
""'''"''"h and are shown :>t:fJctl'<tttt:ty 

1 See page 55 for a statement by Secretary Fowler and Director Schultze on this 
recommendation. 
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and that receives treatment. an 
account or deficit as a fiscal because of the 
need for such a measure to 

has 

programs cxuc•u•ui'\ 

purposes the Commission believes there is a advan-
in a for economic which-like the 

national income accounts-excludes loan programs, but-unlike the national 
income accounts (at the present at and to 
the Government's and its 

The account 
In line with the Commission's conviction that a unified 

essential and that a definition of the 

interests or program to 
them the appearance of direct loans in order to 

when combined with the Commission's recommendation to 
count subsidies as rather than to avoid artificial 
decisions in the allocation of financial as well as real resources. 

At the same identification of direct loans to 
into better focus the definition of the 

Federal loans. of direct loan 
between direct and 

<1H1o-~~auu Strict 
control of almost all of them \vithin the 
to redirect Federal loan programs to some extent into guar­
antee or insurance of loans. These may have much the same effect 
on resource allocation and on economic as direct 
Federal funds are not 
and insurance programs are not reflected in the 
istrative expenses and and occasional mar-
ket 

LOAN GUARANTEES AND INSURANCE 

eu>11;1uo=~ that inclusion of direct loans in the 
~c~•<u•"""' identification and may toward 

::.r,>n'tPP·n and insured loans not warranted by pro-
gram considerations. 

The volume of insured and loans 
in recent years, and is now about $100 billion 

times the volume of the loans which the Commission proposes to include in 
the loan account of the . The most familiar of these programs are 
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the Federal Ad-

programs are and small 
business loans. 

It is not hard to visualize even more 
and insurance programs in the years ahead as the Government to urge 
the extension of credit to finance the of the Nation's 

and of 
may decide that some element of Fed-

eral the done 

concern 

and insurance---in effect coinsurance with 
creditors-than to have direct Federal loans. 

program. 
The Commission has not examined 

sufficient make 

the 

APPROPRIATE DEFINITION 

In 
tunes in the there are 

should be reflected 
count of the at 

coordi­
The executive branch and 
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other Federal 
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made on noncommercial terms. These loans have a somewhat different 
status than domestic loans made on commercial 
terms-such as because 

allowance for losses. 
where the entire loan is more like 

than it is a loan. The most obvi-
ous eases are the nonrecourse loans extended to farmers the Com-

Credit where there is no to repay either 
or interest if the farmer calculates that he would be better off tA>·>o•,••r•" 

of "loan" is 

of commodities by the '-''·'UL"""·"' 
the national income accounts. 

Loan subsidies 

as collateral than the loan. This 
in the form of a deferred 

Credit and is so treated in 

Federal loan programs contain at least some element of 
if this were not true, a serious : uestion could be raised about the 

of such activities conducted by the Federal Govern-
ment rather than financial institutions. To the extent that Fed-
eral loans include a at more favorable interest 
rates than the cost of money to the Government the even 
of money obtained are at least in 
or transfer payments rather than loans. 

It is not difficult to measure, at least the extent to which 
"loans" are transfer payments rather than pure loans from the 
~ca.uu!Jvun of interest for the Federal Government 
lends $100 for 40 years on an amortized basis at an interest rate of 

but would have to pay 5 to borrow the money from the public for 
the same term of years, that "loan" is worth about The 
smaller amount the amount which if lent for 40 years at 
interest would the same annual as $100 lent at 
interest over the same of time. Thus, the borrower is an 
asset worth $100 but the Government is 
only about The difference of about 
to him to an than a 
loan. This calculation does not purport to measure the full value of the 
interest to the but rather the element of the cost 
to the That cost to the is now in 
effect included over the life of the loan in for interest 
on the but is not identified in the 

It is the Commission's recommendation that the full amount of the 
interest subsidy on loans compared to Treasury borrowint{ costs be re-
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fleeted and specifically disclosed in the expenditure account of the budget, 
and furthermore, that it be measured on a basis at the time the 
loans are made. 

which could be 
and the best method should 

after careful consideration of the 
the Bureau of the and associated The connected 
with for these while do not appear 

however. 

bursements of close to 
amount of loan interest 

in relation to total loan programs as included 
recommended the Commission. For 

and unofficial re-
on new loan dis-

of out the 
the 

direct loan programs or between loans 
or direct on the other. 

The Commission also recommends that effective measures be developed 
to reflect (in the rather than the loan account of the budget) 
the further involved in the fact that Federal loans have a larger 
element of risk than borrowing. This should be done by creation 
of allowances for losses and making appropriate credits to those allowances 
and as new loans are extended. 

The loss on old established loan programs is one to the 
establishment of allowances for losses for those and similar programs. In fact 
the statements for many such programs, included 

and in do in-
clude loss reserves now. On the other there may be no ex]pe11et1ce 
from which to calculate the amount to be set aside as an allow-
ance for losses in new loan programs where both the of loan and the 

of the borrowers are unfamiliar to the 'v''~'""' 
Government officials often wish to forecast 
allowances for losses in the nn~nl'l~P,fi neW loan pro­

even if that were a reasonable 
that in some instances losses t<>YYln""'"·'l 

when occur, rather than by 
to set up allowances in advance. The Commission is firm in its rec­

that allowances for losses should be set up in all 
programs as soon as their is determined under Government-wide 
rules to be after further and consultation among the 

concerned. 
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loans 

Present also do not contain current information 
on Federal within the year on an overall summary basis. Statistics on 
the Federal sector of the national income accounts are available 
but these differ from the cash totals for a of factors other 
than the exclusion of loans from the national income accounts and the in­
clusion of loans in the cash 

To carry the Commission's recommendation for a separate 
identification of loans in the totals it would be necessary to distin-

within the Government's 
amounts which do in fact rPr>rP'"'n 

and those elements of loans which would continue to be classified as ex­
"v'"'··"""·' ... ., because they are subsidies. 

It may not be to Government agency a<..•Lv<ctucat):. 

terns to refined unsubsidized loan values and 
ture amounts in time to the Commission's recommendation 

into effect in the 1969 
1968 but the 1969 

to be transmitted the President in 
of 

loans on the basis of the best information available. It may also be no.ssth!e 
for agency refined basis to be made 
to the 1, 1968 for purposes of internal 
to data on subsidies vs. loan amounts. This make it fJV00VJX~ 
for the 1970 to be nr"'""'"•t<>rl 

this 1, 1969 on the 

in the direction of show-
between the loan amounts 

resen1ted there and the overall totals. The time schedule should be 
left to the discretion of the Bureau of the and the associated "'l"-'""u'A""' 

but the Commission urges action as soon as 
The Commission also wii'hes to that at the individual program 

the statements in the detailed budget 
a substantial amount of information on many of the 

elements discussed above. For most loan programs are funded as 
so that program costs for them reflect a difference between 
and received on an actual pay-as-you-go whether 

has been financed loans from the or 

subsidized interest rates below borrowing costs. 
Both the and the agt~nc:1es are, of course, aware of the 

existence of loan subsidies and are to defend them as des1gnee1 
to further national The Commission's interest is not to crit-
icize the existence or extent of the but rather to them out 
in the open as a matter of essential 

formulation. It does not appear necessary for the to ap-
propriate for the elements on the one hand and the 
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loan" amounts on the other. Such a can be done administra-
nvel\'-on a consistent basis for all loan programs and shown in the 

a new or more structure of ap•propnaLtl<)mi-
in this the would not 

fund entities which have been established 

PARTICIPATION CERTIFICATES 

The Commission also has focused on 

device of 
them as a 

the first of these securities issued under the 
in reluctant by the financial markets the money 

in mid-1966-an area of the scope of this Commission. 
inves­

and students of the budget 
rh.l'nCo<>+lir>n Certificates are a means of HU<tULUll1'; 

by the Federal National 
ample, or by the itself. There has never been any question that 
receipts from the sales of assets-financial or the 

of assets increase the deficit. When the transaction 
such have been recorded 

as a nP<ronnr<> ex1Pel1dl arose when assets were 
pooled, and shares in the pool were sold. 

When the Reconstruction Finance went into in 
1954--and m 1962 for the l::.XlPOrt-!Jmoor Bank and in 1964 for the 

Association and the Veterans Administration-
,.r,.,..,n."t,,rm certificates in of loans was undertaken. This in 

rt1(•,n•>hrm Sales Act of 1966, which gave the Federal Na-
tional Association the for managmg and 
the pooling of assets and sale of certificates in the 
trustee for a number of other Farmers Home ruulJHLt:>u"' 

the Office of Education's academic facilities loan program, the 
and other programs of the of and Urban 

ment, and the Small Business Administration. Under these 
programs, the volume of certificates will have risen 
from $1.3 billion in June 1965 to a total of $11.1 billion by June 
1968. As a of Federal loan programs shown in the 
current reduced several billion dollars 
in each year and anyone looking at recent could have 
been left with an erroneous as to the extent of increase in direct 
loans ou1tstamctmg 

The Participation Sales Act permitted a somewhat more direct participa-
tion by investors in the of lending programs. It has also helped in 
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costs to program costs, more 
+~"""'"''""oro than HLI<tl!t.lH;; rincAf"tlu In the case of small 

nnrr'~'"''"'ncr or even more inefficient attempts 
of odd amounts with 

nemtit1:ed somewhat more ""A"J'"' 
n"·nrina outside the often­
nr•·~"''t fiscal year all par-

certificates could be offered at times 
the 

intentions were 
and the interest rate as well 

even more basic criticism that the use of 
,,..,.,,,,, buried substantial of an 

Federal direct loan programs. 
In one sense, the sale of shares in a of loans is but a 

the sale of the asset itself; but this is a critical step. When an asset is 
the Federal Government retains no in it 

m•<n•o•ntP<>c the loans it sells. When it is however-and 
tion certificates sold in the not the beneficial 

is still retained the Federal Government. Interest on 
the loan continue to flow to the Government and the Government con­
tinues not only to incur costs but also to assume the risk of 
default on any individual loan as far as the 
certificate is concerned. 

The Commission is firm in its ,. ... ,,.,., .. ,.,nn rn">ictr\n cer-

of their <tllld~(C:~ or on other scores, rep-
deficit rather than an offset to ex-

in the amount of the deficit to be financed. 
tion certificates are reflected in this manner in the 
ter 6 and in Tables 6 and 6D in 9. 

1 Secretary Fowler and Director Schultze regard the proceeds of sales of 
tion certificates and sales of credit agency obligations-to the extent that these pro­
ceeds and other principal repayments do not exceed aggregate loan disbursements-as 
proper offsets to loan expenditures. should be subtracted from gross loan dis-
bursements in at "net " To the extent that its credit programs finance 
themselves through participations, agency issues, sales of individual assets, or loan 
repayments, the Federal Government does not call upon the or general bor­
rowing of the Treasury. It is the call upon the Treasury revenues or borrowing which 
the net lending figure should equaL For the self-financed of the loans, the 
Government is primarily acting as a financial intermediary with much the same 

as the of private loans. Federal guarantees of participation certificates 
come into play only in the contingency that the underlying assets of the credit pro­
grams default. Profe•sor Turner also joins in supporting this statement. 

276-618 0-67--5 



CHAPTER 6 

FINANCING OF BUDGET 

llr.e<P!nt_ in a prominent place, a "means 
statement major ways in which a 

is or a budget surplus used. The 
statement should also be included in a ~<means of p:nancmif!. 

summary, along with appropriations, ret:ef11ES, 
_un·hif_,_r or deficit. 

The terms "public debt" and "Federal securities" at present have several 
alternative with various of included or 
excluded. As a means of attention should be 

cOJ'lCE!pt of Federal Government and Federal agency 
v"'""'"""'~ consistent with the recommended definitions of Federal 
rPF'I>tnto and Therefore: 

re<;on'lmlenas. in the of on Federal 
coJttC<?bt that is consistent with the of 

exfJeJ'llllttures spelled out elsewhere in this Basically, 
"'""r:.""" of public debt would be securities issued by 

those Federal whose and are part of the 
recommended new a debt outstand-

" From this total Treasury and agency securities held those same 
Federal and by Federal trust would be deducted. The new 

co:ncc?IJt may be to as "Federal securities held by the " 
"net Federal from the " 

cmzcepts should in the summary. 

56 
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The Commission does not wish to endorse a public debt as a 
means of the However: 

The Commission that the executive branch may wish to recom-
mend that statutory limits on Federal borrowing be re-examined with the 
above-mentioned debt in mind. 

MEANS OF FINANCING BUDGET DEFICITS 

The different ways in which 
siderable economic 'Hf",UH,v<C<U~'-• 

deficits are financed have con-

and 

U.S. Government has 
The cumulative administrative 

to the debt outstand-
methods of other 

There have been some years 
down 

cash balances which were of the year. There 
have been other years when the reverse was true, in which borrow-

-~xceeded the administrative in a sizable increase 
in cash balances. In the fiscal year for an extreme half of the 
administrative deficit of billion was financed by 

cash balances. In the year, an administrative 
of $0.8 billion was an 1.5 billion decline in public 

further. More in the year 
deficit was financed less 

and more than one-third 
although they are much less 

u•au;~c~ m cash the means of ""~""v"'F. 
also include in cash held outside the by those "·"'c"~·'"~ 
included in the coverage of the 

deficit may also be financed to some extent by 
the Government's on 

value of coins less what it costs the Government to ac­
the raw materials. :Seigr1iora~~e 

administrative 
liabilities. It 

uuul{ct, since it increases cash balances without 
excluded from the consolidated cash 

the Federal sector of the national income accounts and in effect it is a means 
of the consolidated cash deficit. The Commission recom-

.,.,.,.,u.,.,,,., as a means of rather than as 
does not involve a transaction with the public, and 
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grows out of the exercise of the Federal Government's powers to 
in character to the issuance of bank 

a function of the central rather than 
but which could be done by the 

small in dollar amount in most years, 
amounted to more than million in the fiscal year as 
a result of the recent substitution of less metals for silver in the 
Government's coins and increased coin 

11a'Va1'Jle and receivable 

recommended the 

receivable from the 
in 

accrual basis 
liabilities ""'''""~t• If the Government has 

to defense contractors, for these are a means of without 
c:uu~J,u~< cash balances. On the other some individuals 

or advances from the Federal 
aoon:}oJriate offsets to accounts u<tva''"" 

are recorded 
as recommended 

...,,_,.u,uu,,,,,Ju, '-"''"'l~c" in taxes receivable can also become an im-

tax. The Commission considers the 

hnrrri\Al1Tlt:T outside the 
tcutu""'""' cash in the hands of the 

eCOnOmiC <HF,,HU,<~<un,y 
different Of llU<tU'-111)< "'"HJlUC;Jll,tY iTnnrwil<> to warrant more 

ltn'""o·h all of the data need not be 
summary table. They are now shown at a later m 

uv ... wcuGuL, but not as fully as is here recommended. 
In addition to its recommendation that a means of statement 

hrrrrf1><tvina from the 

years. The Commission recom­
uuau'""''!'i statement show the 

commercial 
economic consequences of these three 

as among ( 1 Federal 
nonbank investors. The 

hnrri">Hr1n0' are different. 
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from nonbank investors is a direct diversion of pur-
"u"~'"!5 power from the to the On the other hand, increases 
in Federal securities held the Federal Reserve banks may an ex-

of the money rather than off money. 
Under certain circumstances commercial bank of Government 
securities may also be a direct reflection of Federal Reserve control over 
member bank reserves. 

In its recommendation that a breakdown of nnrrr""' 

the Commission rt>r•r>orm?P~ 
to carry forecasts for Federal Reserve 

commercial or nonbank investors for future years. 

DEFINITION OF FEDERAL SECURITIES 

that a new definition of Federal securities 
deficit or 

VVHF,<t"<V>,<i> VU"'"''-UUUl/5,» 1 with tWO PVC'f'r>T10T1 

$20 million of stadium bonds issued by the District of Columbia 
Board should be excluded. This exclusion follows from the Commis­
sion's recommendation tbat the District of Columbia be considered for 

purposes as a unit of State or local 
of the Federal Government. notes issued the 

to international in of United States Gov-
commitments should be excluded 

a nondebt forn1 of 
tion. This is consistent with the Commission's recommendations in 
that transactions with the International Fund not be included in 

rN'"""'t~ and and that to other interna-

expand.ed to encompass all securities issued 
"J4'Cl"-,1"3 which are reflected in the definition of 

3. The of and 
includes Federal agency 

1 This concept has achieved widespread usage under various other titles such as 
"Federal securities" , "U.S. Government debt" or "U.S. Government ob­
ligations" (Council of Economic Advisers), and "U.S. Government securities" or 
"Direct and fully guaranteed securities" (Federal proliferation of 
different names for approximately the same concept is an of unnecessary 
confusion of terms in Federal financial rer•ontm•rr. 

2 These are securities issued by Government and guaranteed by the Gov-
as to payment of and interest, and are not to be confused 

onva1:e1v made loans guaranteed or insured under Government agency programs. 
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issues in the form of Federal 
be CJI.jJ4!!UCU 

1\llrwttT->o·<> Association market which are mixed-owner-
The Federal home loan banks and Federal land which 

are excluded from the recommended new would also be excluded 
from the means of section but their issues should be 
shown as memorandum items. 

As discussed in 5, by Federal should be 
defined to include the sale of certificates as well as 

notes, and debentures. None of these securities of u 5 ,, .. ~,v~ 

a direct of the United States 
in the extent of their call upon the 

inclusion of these issues in the means of 
annn1nt'ta1tP under the definitions of total 

out elsewhere in this 
~ca.uuvvuu of the financial and investors t-h~·""'"h-

there is very little difference observable in the 
market behavior of the securities of these various with re-

to the title which the the nature and extent of its coi-
bac:km.g. On 

course, be >nrPrrwPr<>n 

or conditions of the 
The unified the Commission entails the elimina-

tion of all transactions among different funds and agen-
cies included in that Thus the Commission's recommendations 
to the exclusion from the definition of Federal securities held the 
the any Government account, trust 
agency whose in the 
the of such securities issues sold to the trust 
fund or agency the trust funds and also hold about 
billion of marketable and nonmarketable issues identical to those 
held the 

The Commission wishes to reiterate the ,n,nnrt<> 
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fore to exclude transactions such as in invest-
ments-in no way breaches the or financial structure of individual 
trust funds or Each fund or agency would continue to show its full 
array of income and investments Federal securities 
other assets, and liabilities. 

The Commission's recommendations lead to 
ment and Federal agency securities held by the (the Commission 

this term to Federal securities held the 
billion at the end of the fiscal year 

nr<>OPT'~ tOtal Of debt and ITne>r,;,,nt.>Pti Ob[Jg<ltl<)nS 

summary should show a statement of Federal securities out-
in the hands of the at the end of each year. It would be use-

ful if this information could be shown in the document for 
( 1) public debt and ( 2) Federal agency hrn•rn1cMlfi(T 

. This should be to both the 
tf'r·ore:t::Jt!on of the uu'""'-·"'" 

The Commission's definition of debt excludes Federal loan insurance and 
programs. As outlined in 5, the extension of 

even though backed or insurance program, cannot be treated 
as either an expe11d1tur 

These are therefore outside the 
Federal budget and the Federal debt. 

Data on and insured loans 

the Federal Government or its 
recommended of the 

in some detail in E released with the 
are now three times the volume of direct Federal loans vu'~'·""''"'"'" 
loan account recommended the and should be 
in any statement of Federal Government financial activities. 
The Commission recommends that the summary include 
total outstanding and insured in addition to the 
on total direct and on Federal securities held the 

THE PUBLIC DEBT LIMIT 

Since the public debt limit is to continue to be used by the 
the Commission that the executive branch may wish to 

ask that consideration be to that will make the debt limit 
consistent with the Federal 

1 While do not, of course, have any objection to the Commission's suggestion 
that the executive branch may wish to recommend that the structure of the statutory 
public debt limit be re-examined in the light of the Commission's new 
budget and debt concepts, the congressional members of the Commission would not 
want to be understood as now to the of any in the overall 
debt limit in advance of careful study by the committees of the Congress. 
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The Commission's recommendations ...,,TtQ,,.."" 
deficit and the revision of debt ""''rPntt: have a on the struc­
ture of the debt limit. The Commission out that a debt limit which 

dominated 

testxrr1ony to the recom­
expeilCIItm:es, and deficit much more 

and ne<t:essar·u 

rP,nPtATm"" the debt limit structure, the Commission is that the 
definition of the debt to limit can be set np in a manner con-
sistent with recommendations in this and outlined in Table 3, which 
shows both gross debt and debt held the There 
could be an in the two basic 
for debt limit purposes since 
and the of control 

to direct with another 
rPtiPrttncr Federal agency Commission has J~''"-~·~"~~ 

m the closer surveillance of the Government "'"'"'~'"t'~"'fi 

insured loan programs, which do not affect the debt.) 
The Commission notes that the concept of what the has seen fit to 

include in the debt limit has substantial revision over the years. 
It has moved from individual issues to classes of from classes of 
securities to overall to inclusion of those Federal agency obli-

by the Government as to and to 
bonds from face to current value. A 

further revision now seems 
dations on of the 

in line with the Commission's recommen-
and Federal securities held the 
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TABLE 3.-Reconciliation of various Federal 

[In billions of dollars] 

As of June 30 
i 
I 

1966 1967 1968 
actual estimate estimate \ 

i 

1. Present debt concepts: 
A. Public debt .... ....... • • • • < 319. 9 326.8 334. 8 

Plus guaranteed obligations. ... .5 .5 .6 

B. Federal securities debt 
and guaranteed ohli.,.,.tinn•' 

0 
320.4 327. 3 335.4 

Less pre-19 J 7 debt not sub-
ject to limit .... > ••••••••• .3 .2 .2 

c. Debt subject to limit ...... .. 320. l 327. l 335.2 

·2. Development of new debt concepts: 
i 

A. Public debt 0-A above) ...... 319.9 326.8 334.8 
Less noninterest bearing notes to 

international organizations .... 3.8 3. 3 3. 3 

Gross public debt (revised) .. 316. l 323.5 33!. 6 
Less holdings by Federal agen-

cies and trust funds . .... . . . 64. 3 72. 9 77.9 

Public debt held by the 25!. 7 250. 6 253. 6 

B. Plus: Federal agency securities: 
Bonds, notes, and debentures. 7. 7 !0. I ll. 7 
Participation certificates. 3. 5 6. 5 11. I 

Gross Federal agency debt. 11. 2 16.6 22. 8 
Less by Federal agencies 

and trust funds .............. .2 .7 . 8 

Federal agency debt held 
......... II. 0 15.9 22.0 

c. Federal securities (rec-
ommended con cent) 

Gross Federal debt ........ 327.2 l 354. 3 
Less holdings by Federal 

agencies and trust funds .. 64. 5 73.6 78.7 

Federal securities held by 
the '. < ••• ' 262. 7 266.5 275.6 

Memorandum: Federal land bank and 

l 
Federal home loan bank securities held by 
the public .. . . . . . . . . . . . . . . . .... . . 10.4 ll. 7 !I. 6 



CHAPTER 7 

OFFSETTING RECEIPTS AGAINST EXPENDITURES 

The consolidated cash 
1968 include 

ence represents 
as 
because the 

rather than as 
In addition to of the entities referred to 

1968 shows billion of nontax miscellaneous 

year 

as 

for 
and 

trust funds. 
to earmarked 
It has been 

""''"""'to are similar in character 
net in the ~~·~,.,, ... 

Criticism of nrf•!:Pr1t 

different sources. 
understates the total of Government on the economy. 

that a net treatment conceals information: 
that is, that a gross would the user to gross or net as 
he sees whereas it may be difficult to reconstruct gross and expen-
ditures if the net is rPr•nr•tPrl 

Others overall Federal and 

ment's role in the economy. For "'"'"u'u''"· 
banks are scheduled in the 1968 to issue and redeem 

short-tern1 credit within the year. Inclusion in 
of such amounts on a gross basis 

of real Government 
a net basis of rPr>nrtmO' 

as a measure of the extent to which 
to deficits of the PT1tPr·ryr' 

would 
it 



65 

revenues to finance the 
criticism has been leveled for many years, not so much at net-

se, but at over time and at incon-
sistencies at any one m of which stem from 

The Commission finds merit in each of these of view. After 
several 

• The main summary statement of budget 
should be on a consistent and on a fairly net 
transactions alike and only when necessary. 

or com­
"""':"''""' associated with activ-

ofler.'lt£~11 as business-type or which are market-
oriented in rhnr.•u•tpr_ should be included as offsets to the to 
which they relate. 

• Additional summary 
should also be included in the 

on gross transactions 
document-more prominently than 

with the main summary budget now, but not as a measure "u''"1J'""'"It: 
totals. 

Rules recommended the Commission 

In the Commission's the which 
come to the Federal Government 

of Federal Reserve 

of Government pn·t.>rnrtOPO 

Permits and 
and 
dividends, rents, and 

Sales of products; 
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Fees and for services and benefits of a 
Sales of Government nrnnPri·u 

n.'"'"1v •w:::.u•" of loans and advances; and 
Recoveries and refunds of earlier "'"!J""uHLu "'~· 

The rules recommended the Commission for the totals involve 
than in the administrative or consolidated 
somewhat closer in this to the treatment in 

the Federal sector of the national income accounts. The Commission 
out that the details of gross and available 

net so 
be made available at the same time as the 
does 

UU'LUJ.HCUt, Or 

t,,..,..,,., • .,. such as the Post Office and Comrno,dit 
functional narratives in Part 4 of the 

The Commission also 
ernment in the 
of these accounts to record full costs, 
invested in the activities and 

gov­
and urges continued refinement 

the Commission endorses and encourages the use of modern business decision­
u''~"''"l4 and control now used in in the 
Hl<<>l<t.o;cunou• of all Government <>14'""'l>'"~· 

REASONS FOR THE COMMISSION'S RECOMMENDATIONS 

The recommended rules have the 
diture 50 stated nr;POP>Yit 

eral financial activities can 
in character. In addition to reasons indicated 

collective choice rather than 
mechanism. 

in the e.conomy 

that and expen-
of the extent to which Fed-

nv.r.r<>rhn·•·· more 

measure of the pro­
allocated and distributed 
choice and the market 

~UIC>lJJ.Jc~ services free of 
cost of for the most 
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taxes, to borrow, and to create new money. The totals 
or revenues tend to be 1n1rPrnnPtP,rl 

measure of the volume of economic 
the standard that the use of services 

totals for this c;;:,o,c;u.uacu y <Yr.uP·rrn., 

insofar as no:>sHHe. 
allocative mechanism which can then be with the size 

of the market sector where consumers pay a instead of a tax. 
Governments do The Post Office is an 

for a 

O'A•UPT'Tln,<C>T>f p·nU>Y't">M<'<' are too low to cover 

a service free of This 
be added to the cost of such 

nro"'>tn.r-hrm or a total of the free service 
on a collective 

~"''"r"w•n powers to obtain revenues. This is 
recommends that the net deficit of the Post for be included 
in the totals. 

The totals of revenues and ex]Jerldrtur 
will make it to express gove:m1nen 
total gross national 

than otherwise. Consumer is one of the elements of 
the Government are another. Purchase of 

consumers is included in GNP as a consumer cxj!Jn'u' 

the total cost of "'"'"''"'"'""' the service in gov-
""''"nnt< would be double While it is difficult to avoid 

to mini-
mize the 

nrru!t•m,,m·~ over treatment 

The Commission has also been influenced in re:a.ci1mtg 
( 1 ) the need for greater 
and ( the need for 

totals. 
the 

and 

act1v1t1es rise to those 
fund which are not """"'"tt"rl 
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oe~:orne, in 
lion of interest 
as miscellaneous 

are associated with 

Concepts 

metals and materials from the ~"-''",.'-'"'-~ 
str-at•egJ.c and critical materials are treated as because no 

fund was established for them. Yet sales of the same 
or similar commodities from Defense Production Act '""' .... "+''·";" 
as from the sale of power gov-
ernment are also treated on the law govern-

the agency involved. 
The rule of activities enter the totals on a gross 

or ae1pe110Jlng; on whether or not there is a law an 
fund also means whenever the fund structure 
of the level of from 

next is 
times be at variance with the 
nt>rlP·I'tlu SOUnd and <>l'<r'Al"r'l'hT'l<'f 

on loans to some borrowers 
fund where there is no 

exarr1pie, interest 
nr,r.nPt'l" be taken intO 

loans of the same kind. On the other hand, rf',roluir•rr 

established for otherwise but 
which the has desired to make interest ""''"'''"+~ 

new loan extensions. Then 
tion recommendations for funds for programs, such as 
Rural Electrification Administration have not received ap­

these 

The Commission believes that transactions of a similar character should 
be treated in the of and 
over a 
tinue to be undertaken solely on their merits as to in 

with the choice not influenced one 
totals. A 

For these reasons, the Commission attaches considerable to its 
recommendation that totals follow consistent rules based on the 
character of the transactions-as from the techn;ca! charac· 
tcristks of the mechanism. 
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The Commission is not aware of any of 
now netted 

to its criterion. 
cumstances, the Commission would recommend that such rPr'"""t• 

as rather than m at overall 
totals. 

IMPLEMENTATION 

To prepare of the 

available to finance those 
the Commission opposes new ad hoc determinations of 

and which are market-oriented every 
its recommendation is for a one-time m 

budget totals for as well as current 
the Commission recommends continued adherence to new 

rules. 
The Commission had little m 

rec:ei1nts accounts which are and those which 
are once it on the criterion it wished to recommend. 
Thus, it does not foresee any difficulties or m to 
ment its recommendation. 

The question to be asked in any borderline case is whether the fee or 
levy or charged has the primary purpose of the 
demand for, and use valuable resources or materials which happen 
to be owned by the Government. If the are market-oriented or re-
sult from the operation of business-type and are therefore' 
not peculiarly governmental in character, such receipts should be netted 

related should not be shown as m sum-
mary budget totals. 

By contrast, taxes designed to raise revenues for the or 
fees which are only incidental to Government are 
governmental in character and should be treated gross. Similarly, even 
though the Government may a fee or excise payment in certain 
cases in which the proceeds are earmarked for specific purposes, a gross 
treatment of such receipts in the budget summaries may nonetheless be 
appropriate if the Government retains total allocative authority over the 
expenditures made from the earmarked collections. 

Some contrasting will explain the Commission's criteria more 
fully: 

In the case of the Post Office Department, a price is charged for ~'"""~·~· 
Each user of determines how many he will buy and for what purposes. 
The taxpayer pays for the services on a product-by-product basis. It seems 
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of the stamps should be offset the Federal 
costs of 
ment of 

service. the net cost to the Govern-
ta}matvers and 

the net ex1oer1di1tures 
cost of Government in 

A different treatment is in the exercise of the Gov-
s<nrf'rf'HJ•n tax powers for the collection of hurh'"'"'u 

The rmr.f'l'<>rl« of such tax collections are earmarked for hicrh,AT<>u construe­
the 

contributions are not in 
nrc"m1Prt by the 

over the collected taxes and the may never use the resource con-
the Government out of the excise taxes 

purposes of construction. 
hurh'""" excise taxes and the ""~-'"''"u.''<un;;» 

netted in the .., ... ..,r;~ .... 

and occasional fees at defense installations 
are market-oriented; their function is to reimburse costs, rather than to 

the broader purposes of '""''u.a.<>•v• 

There is no the President """'""""' 
these 

this case, there is no '""'''"""., 
in of the fact that such refunds are ""''",.""""''" 
Were CXIJCllUULti C~. 

To institute these on an 
the the Bureau of the vu'"'"'"''• 

.... "'"'"'~"'" to be made. The items pro­
the Commission are, and will continue 

of as at 

that the Commission's recommendations do not in any 
way alter or at the detailed pro-
gram level. Nor does the Commission wish to future choices with 

to whether certain activities should be financed earmarked rPr'"'''"'t~ 
rather than from the or vice versa. In each 

:,,.,,. .. ., .. should continue to make these decisions on the merits of 

with one discussed below, which 
would be made under the Commission's criterion would reduce total re<:enJts 
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Since the Commission "~,.~,.;~., 
in the years as well as 

for current and future years, there will be no confusion involved in such a one-
time reduction in totals. In of 
totals on the revised basis would have a cuu~JHt:Hc 
do not now have. 

the Commission's recommendations do not in any way affect the 
manner in which transactions of the and stock funds 
are handled. The totals would continue to include the net transac· 
tions of these funds with the while transactions 
would be eliminated. 

retirement contributions 

There is one sif!•nilficcmt rn#LHUH'M 

both and exJr>en•IIlt:ur,q., 

that is now excluded 

the salaries 
emwt,O'lll?e retirement trust 

this of transaction involves 
IM.v'"''"'"'s and should be so treated in the 

to the present cash treatment 
such as veterans' life insurance 

who are veterans, income tax from Fed-
and the social from certain classes of 

EFFECT OF THE COMMISSION'S RECOMMENDATIONS 

As out ~~·••·~~ and is not one 
which affects the the level of both 

The recommendations made above would reduce both 
billion per year COiffiP•an~d 

consolidated cash as indicated in Table 4. 
billion WOUld be dedUCted from by nP•ttlrtO' u•wv•<>p••~ 

and sales of other Government ~~.A'"'"'~'·" 
which have a 

reductions would be 

276-618 0-67---6 
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[Fiscal years. In billions of dollars] 

1966 1967 1968 
actual estimate estimate 

Administrative budget receipts which would 
be netted against expenditures: 

Sale of Government property (mostly 
stockpiles of strategic and critical 
materials) ...... ......... . . . . . . .. -0.9 -0.9 -!. 0 

Other market-oriented ........ -1.7 -1.9 -l. 7 

Trust fund receipts which would be netted 
expenditures ~ m111tary assistance 

advances) .......................... 7 I. l -1.4 

Employee retirement contributions which 
would be added to receipts and ex-

rlih '" +L l +L 1 +L 1 r . . . . . .. . . . . . ........... 

Total effect on both receipts and ex-
penditures • .••••••••••••••••••••• -2.2 -2.8 -3.0 



CHAPTER 8 

PUBLIC INFORMATION ABOUT THE BUDGET 

The a vital role in the American democratic process. It is 
therefore essential that the receive full and infor-

is an PY'trPrnP 

the enormous size and of the Federal Government. 
the Commission believes that the can be made the 

"'!'.""''"'""a·'r improved information between the Govern-
ment and the only at the time the President's annual budget 
proposals are transmitted to the but the year. 

.. The Nation needs a continuous of the changing activities and 
policies of the Federal the largest element in our 
national economy. The improvements needed are: 

• A unified budget concept, as described in Chapter 1, to replace the 
three or more that presently receive vnumcttt•f1nc,·e; 

• Updating of the budget estimates while the is under considera-
and within the year, to congressional action 

and other cn,anJf!tn:l! c,tTcuuzsu:r.rtt:es; 

• Some part-yearly breakdown af the aggregate budget estimates for 
the current and coming year; 

" More information on budget prospects beyond the immediate budget 
year; and 

• Some and of the Appendix. 

Public of the recommended 

The Commission's discussions with of the press and other 
well-informed persons have convinced it that a unified 1s a 
cornerstone for 

There are several ways in which the executive branch can direct congres-
sional and attention to the new It will be essential 
for the executive branch itself to adhere to the unified 
not only at submission time in but the year. 
For and distributed to the press each 

use the new rather than 
the administrative as do. Similarly, the discussion 

73 
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program by function in Part 4 of the document has 
been in recent years to include trust funds as well as the adminis-

but these have been distinct and Con-
sistent with tbe new unified Part 4 should now be more fully 

to arrive at the functional totals on a consolidated basis. Like-
there are passages at many in the document referring 

to the budget the administrative uwe~~o:e:c. This traditional method 
of should also be recast now. 

The contacts with the financial co:mrnumt 
as it prepares to offer new issues of 

be conducted within the framework of the new 
coJtlgJres:smnal testm1ony of administration officials on reg,rsr:ctuuH "';"""'"u"- to 
the 

It stn~ss1.n1< that the publication, The 
the 

nn·nt1nn of the Commission's recommendations should start the process of 
education to the new and the executive branch should aim 

these further both in its formal 
seminars and other with the press. 

Pv1m·e·~~···rl their belief that Government ag.enl:Ies, 

the press ue,u::::>:s<uu 

the use of agency data which go into detail than 
the overall totals. The Commission favors a 
branch of other methods of 

current 

But the task of 
information 
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grams and financial activities 
that 

.. 

trends. 

•rP!rnPnt< be communicated in a 
of a free economy 

of and responses to the activi-

in 
estimates 

or 
to economic 

these estimates should be 

pnecisw•n in such since the short-run 
ex]JerlClltur·e flows is most difficult to estimate. Partisan 

could their usefulness. These 
rn,mr>IP1'P review of individual agency pro­

be done in a way that will 
ch:an1.;es in 

. ~~ ~ 

um•r~<n is still in the executive branch should 
offer to the and the public revised estimates. These 
need not come at a fixed but should come at a 

and economic factors the make 
a better-informed account of the status 

for the new fiscal year than was m when 
the was first transmitted. In estimates 
should be published after has completed its work and 

.,.,.,,rn«n The Review was once a well-established and 
institution. The lateness of co:ngress1cm2tl 

of action on >;>nnrnnrl<l•hr•~ 
to prepare the 

the lateness of the 
workload of 

of the 
form of release mc><1tl:le<1. 
what earlier otherwise have in the 
interim before the new is transmitted in The agree-
ment made last between the Bureau of the and the Joint 
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Economic Committee to revised estimates twice a year should 
go a substantial distance toward what is in this area of"'"''"'~-'''")"; 

estimates current. 
• to the outlook while 

the Committees on and other Committees are nrr.r.~P<i-
with their it would be v~ry helpful if the Congress could 

arrange for reports the estimated effect of con-
action on the totals of appropriations, expenditures, and 

revenues as shown in the President's January budget. 

The need 

the 
are 

years. individuals and groups have 
mission the need for of Federal finances 
year. The the press, business and research econ-

and others have out that to see the broad future 
consequences 
weakness in 
Economic ~v"""" 
Chamber of Committee for 
stated that «the should know ... the amount of cost related to the 
current year but not to be until years, as well as the 
on 'years both new 

It is apparent that many Government programs have 
current consequences which should be taken into account when 

are initiated. Clearly, decisions made to embark on a 
weapon program, to pursue certain 

certain Federal in the field of '-'U'"''-'"'"'-'u, 

involve a commitment of future resources~and often at levels far greater 
than those at the time of decision. If decisions of collective 
choice such as these are to be made the and the need 
to have forward not only of the benefits and costs of the particular 
programs in but of the total budget of which these are 
intended to become a part. 

There is no doubt that internal are both feasible 
and useful for many if not most Federal At present, Federal agen-
cies are to prepare and submit to the Bureau of the Budget multi-
year program and financial as of their annual sub-
missions. These cover at least four years the year. 

on\llrm~lv be of substantial value to agency both in con-
and in their current program man­

the President and his 
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Executive Office staff the process and should be 
This is true not only for new programs under but 

as well to programs established years ago which must be 
a•\•4 •x:u in terms of current conditions and the future outlook. 

and sense for the in-

sider external 
are set forth in the document which contains the President's official 
requests for the 

Those who are ~lu•nt"'" 
out that: 

• Such are almost sure to be since Federal pro-

.. 

tax measures from year to as of the 
process. Distant for agency programs are 
tentative. The not understand or 

of inevitable in such 
are the Government itself. 

made for individual programs and cannot 
be added m at totals for the Government 
as a whole. In one of the most of the process 
is to achieve a proper balance between the most desirable total 
level and the sum of the demands for funds for 
sp,ec1nc programs. 

" The President should not be made to appear to commit himself years 
ahead to program levels on which decisions need not, and indeed 
should not, be made now. It may be JJvu"cLauv 

to make desirable to retreat to lower pro-
gram levels OnCe a level has been nr,-,H>I"tP•ri m 

is both necessary and desirable. 
• far ahead reduce the desirable on current 

debates about more 
distant consequences of matters. 

• The workload of the Bureau of the for the annual 
lS 

even with additional manpower resources, to "v''"~-''"" 
manner a well-conceived and considered as 

in the time available after 
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sonnel for each of the first five years under the legislation if 
it were enacted. Some furnish estimates 
of established programs also. But estimates available are scattered 
and and outside who can estimate long-run 

~>n•">rn1m1t~lv difficult job trying 
for the whole Government. 

importantly 
Dr<)Je,cted trends in the 

C0Ilg!',CSSllOlla1 UUUI~llll.i1HUUJl!5 Of 

been committed by past de-
several years should facilitate wise for 

to promote economic and may avoid waves of 
ontin1imn about the state of the Nation's finances that some-

times seem to 
tative estimates of the amount of "elbow room" in the Federal 

The Commission that the task of and 
be 

it believes 
pr!)!e•ctHms are useful but and that the President is not, 

committed to our1n<1rt1m 

programs or acts of To be most 
should not mere guesses about decisions 

but should concentrate on ( 1) estimates of the future costs of tJH""'"l' 
and (2) the revenues which would be from a sne:c1t1ed 

set (or of economic The difference between ex1pei1ditur 
and revenues so calculated would indicate the 
able for future decisions about tax 
reduction. 

The Commission believes that of the 
outlook for Federal finances can be in various ways. This may 
lead up to the time-which we not be far off-when official 
Government may be possible. We feel confident that these will 

with the understandable limitations that such 
the Commission recommends: 

• Starting in 1968, one or more respected and established private 
research should be asked to prepare five-year pro­
Jectwns. consistent with the President's 1969 recommenda­
tions and the income and tax revenues which would 
be yielded by a high employment Staff of the Bureau of 
the should assist m if 

Since the research or 
re5:po•ns:tbiility for these they would involve no 

commitment 
casts. The 

set of programs or fore­
those future 

workloads so as 
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assump­
Economic Committee 

ba<:kg.roumo of the 

• It 

" 

forward estimates may not be IJV·''"'""' 
at this an increase in the number for which these were available 
would be very Firmer Executive Office should be 
furnished the in their that their various 

ass:un1pt:im1s will be more 

the Presi-
uvuunu a or commission to examine and 

trends in Federal Government and nn,an1~es. 
should be not as an academic but as 

a to various alternatives the Nation-and as an aid and 
stimulus to wise decisions and of m 
fact proves valuable to decision-makers and to the it should be 

every five years. 
We are confident that such measures will contribute ~!5nu!La.u" 

;>LUHUU'f'. of the Federal financial rl1t''Tll1"F' 

Detailed 

cussions with many users of the 
awareness of the mass of detailed 

document and the 

and better 

an enormous amount of staff time and effort in the Executive Office 
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of the President crammed into a few hectic weeks before the appearance of 
the in With the size and of the 
commensurate with the and evolution of the Federal Government 
itself in the modern the 

UJt:am~OULSlV in 
the Commission has been 

has become a matter of 
to understand that 

it may soon become to prepare the in its 
form for release at the same time as the 

Most of the 

and some detail 
may not be deleted or without joint <>n<nrr""' 

mittees. In the last 17 years since this law was 
mittees have to rely more and more, in their consideration of 

<::'-<~'"""''"'• on agency materials which contain de-
tailed information custom-fitted to the Committees' for the 

agency and programs under consideration. As this information 
better suited to the Committees' needs, they have approved 

"'u<"'"l">"'" in the material provided in the In the of recent 
by the Bureau of the it seems quite possible that some of the 

material now contained in the may no be needed by the 
L;onumttees, or could now be made available to them in some better way. 

in mind, then, all these considerations, in addition, the fact 
that some of its recommendations in this would add to the amount 
of work in producing the document and at least 
temporarily, the Commission therefore urges that: 

The Director of the Bureau of the Budget should make a critical 
review, consulting with the Committees on Appropriations of the Con­
gress, of. the material in the budget Appendix, with the objectives of 
eliminating material which is no longer useful and minimizing the burden 
of producing the Appendix simultaneously with the budget. 

There is no doubt that failure to produce a useful and meaningful budget 
Appendix for release at the time of release of the budget 
document would be as a serious loss by Members of and 
many outside the Government. So far as the Committees on 
are concerned, their loss be lessened to some by their access 
to detailed materials for the Committees 
in connection with agency budget without the Appendix, 
other Members of would have difficulty the details of the 
budget. The press, the business and financial communities, private re­

and many interested private parties who are especially concerned 
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with particular or of the find the most 
useful. Members of the financial press have entered ardent for con-
tinuation of the as of the material released at the 
same time as the document. 

It is the Commission's hope that the review by the Bureau of the Budget, 
and the of the will result in suf­

nossJ'I)!e to continue 
Piecemeal appearance of the vast store 
in the over an extended 
ment, would be a poor substitute. 

so that it will be 
minimal 

information contained 
after release of the docu-



CHAPTER 9 

ILLUSTRATIVE TABLES AND RESULTS OF 
RECOMMENDATIONS 

This the results of the Commission's recommendations 
in tabular form and compares the recommended new with 
the three used. The the 
results of the Commission's recommendations are based on the best data 

re­
years, 

rPrHl11'P later refinement. More­
over, as was noted in 5, further of the data for loans and the 
measurement of loan subsidies will be needed. More accurate data for these 
and other recommendations of the Commission will n>rm1l!'P 

work and before are for ~'"''""~"''"'vu as official 

and or deficit for the three ""'''""''t 
cm1cepts are shown in Table 5 as in the 

1967. features of these ""''""nt~ 

The administrative 
owned the Federal 

the Government 
eluded trust 

"'""''~'"''''uJ"u' "'~ of funds 
many years, the administrative 

the affairs of 

on an accrual basis. to inter-
and financial institutions include debt issued in lieu of 

The consolidated cash 
owned funds included in 
transactions of five so-called 

82 

includes trust funds as well as the 
It also includes the 

:Tmrernn1er1t-~;pcmson~d <>1ntP·rnr'<t''" which are 
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not counted in the administrative two of which are owned 
the sector. It does not, include as a 

nor does it include debt issued in lieu of checks and accrued interest on 
bonds as both of which are in the administrative 

,.,,.,""'~"'rl on the basis of checks 
rather than checks issued 

soli dated cash includes loans. 

the national income accounts, like the consolidated 
cash is with to transactions of the trust funds. 
On the other hand-and this is its difference from the cash 

national income accounts excludes loans and re-
n"'"rn"'nr< of loans and other minor amounts of transactions in ""''~nnrr 

The two which are now 
the Federal land banks and the Federal home loan 

which are excluded from the NIA 

taxes for nonwithheld individual 
accrual basis. The NIA of and services on 
either a deliveries or accrual basis and includes accrued interest on 
bonds. to the consolidated cash the NIA excludes 

TABLE 5.-The three 

[Fiscal years. In billions of dollars] 

A ' • • , ..... tive budget: 
l)' .;, • ' • . . • • 

~ApCiiUiLUl'C~ ..•••...•.•.•...•.• , .•. , 

1966 
actual 

104. 7 
107.0 

( +) or deficit ( -) . . . . . . . . . . . - 2. 3 

Receipts from and payments to the public 
(consolidated cash budget): 

Rt>rPlnt• 
U, -r . '. '.' • • • • • • .. •. • • •. • • • .. 

.,... 

Surplus ( +) or deficit ( - ) . . . ...... . 

Federal sector of national income accounts 
(NIA budget): 

Receipts. . . . . . . . ................. . 
~Ex" .. per1di1tur•::s . .. . . . . . .. . . . . .. .. .. . 

Surplus ( +) or deficit (-) ......... . 

134.5 
137.8 
--
-3.3 

= 

132.6 
132.3 
--
+0.3 

1967 1968 
estimate estimate 

117.0 
126.7 

-9.7 

!54. 7 
160.9 
--
-6.2 
--

149~8 

153.6 
--
-3.8 

126.9 
135.0 

-8. I 

168. I 
172.4 

--
-4.3 

= 

167. 1 
169.2 

--
-2.1 
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basis. 

Table 6 

annual 

of the District of Columbia, and treats. 
"rr"""'"'F'"' contributions to retirement funds on a gross 

as recommended the Commis-
"""'"'"''~' 1. Table 6 in summary form 

nP<nn'mncu of the President's 
6D TWP''Pnt 

for the various 
cOilcepts recommended by the Commission. 

The recommended structure of the President's 
consists of four 

and financial 

as a result of 

with the Commission's recommendation for 
tions in the President's than in recent years. As indi-
cated in 2, the Commission is that the term appro-

be redefined to include all forms of authority to obligate the Gov­
the current term new obli­

would henceforth include 
contract authorizations and authorizations to debt and 
would exclude to contract authorizations. 

and net By ... u;:,uu;>.<;<.u~u-
ing between loans and other the recommended 
tended to combine the best features of the present cash and NIA uwu.:•:c,. 

The or deficit in the rec:err:>t-e~xpen•ctltlure 

loans-has as a measure of the economic 
while the overall budget totals, including the total of ex1per1armres 

and net reflects the whole range of Government activities on which 
the President is and recommendations to the Congress 
and the total or deficit shows the amount which has to be financed. 

Third-Means of the budget deficit, or, 
of the 

Fourth-In information would be shown as to 
amounts of gross and net Federal and loans under both direct 
and or insured loan programs. 

Each of the summarized in Table 6 is in 
Tables 6A 6D. It would be desirable if the information in these 
tables were either in the President's 
numbered summary tables immediately 

message, or in the 
the budget message itself. 
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TABLE 6.-Recommended summary the President's 

[Fiscal years. In billions of dollars] 

I. Appropriations (tables 6A and 6B): 
the 

gress ..................... . 

H. Receipts, expenditures, and lending: 
Receipt-expenditure account: 

Expenditure account surplus 
( + ) or deficit ( -- ) 1 •••••• 

Plus: Loan account: 
Loan disbursements .......... . 
Loan repayments. . . . . . . . .. . 

Net 

Equals: Total budget: 
Receipts (table 60) ... 

(table 6B). 

(+)or defi-
cit(-) ... 

HI. Means of financing (table 6D): 
from the 

Reduction of cash balances, etc .... 

Total budget financing ......... . 

IV. Outstanding Federal securities and 
Federal loans, end of year (table 6D): 

Federal securities: 
Gross amount 
Held the 

Federal programs: 
Direct loans uu'"'"'·nu.mg 
Guaranteed and insured loans 

outstanding ........ . 

1 See footnote No. 1, page 4. 
2 In loan account. 

1966 
actual 

161. I 

161. 1 

13!. 1 
135. 7 

-4.6 

14.6 
10.8 

3.8 

131. I 

139. 5 

-8.4 

3. l 
5.2 

8.4 

327.2 
262. 7 

28.8 

95. 7 

and 

1967 1968 
estimate estimate 

14. 3 133. 2 

173.4 

187. 7 

147.7 
155.5 

-7.8 

18. 3 
13. l 

5.2 

147. 7 

160.6 

12. 9 

3.8 
9.2 

12.9 

340. l 
266.5 

34. I 

99.0 

59.6 

192.8 

165.2 
171. 1 

-5.9 

19.0 
14.6 

4.4 

165.2 

175.5 

10. 3 

9. 1 
1.2 

10.3 

354.3 
275.6 

38.5 

104. l 

85 
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and 

[Fiscal years. In billions of dollars] 

1966 
actual 

l. New appropriations for the year: 
a. Requiring action by the Cconu:reSl! 

(l ) in this budget. 
(2) To be requested later: 

(a) On the enactment 
of proposed 
Iation .......... . 

(b) Other sup-
plementals ..... . 

(3) Allowance for ~,;uuung·~u­
eies 1 ••• 

Total requiring action 
by the 

b. Available without further action 
by the Uo:ngress: 

(I) Current authorizations .... 
(2) Permanent authorizations: 

Trust funds ...... . 
(b) Other ......... .. 

c. Less interfund and intragovern­
mental transactions.. . . . . . ... 

Total new appropriations for 

114.0 

36.2 
15. 5 

4.6 

year. . . . . . . . . . . . 161. 1 
2. Unexpended balances of appropriations 

aarried over from prior years. . . . . . . . 174. 0 

3. Total appropriations available for ex­
penditure 2 . • . . . . . . . . . . . • . . . . . . • . • 335. 1 

4. Less: 
a. Balances unspent at end of year. . . 192. 3 
b. Receipts offset expendi-

tures .. 3. 3 

5. 139.5 

!39. 5 

*Less than $50 million. 
1 To cover specific requests which be made later. 

1967 
estimate 

14. I 

.2 

14.3 

118.2 

45.8 
!5. 7 

6.3 

187.7 

190.8 

378.5 

214.0 

3.9 

160.6 

1968 
estimate 

132.4 

(*) 

.8 

133. 2 

48.6 
17.5 

6.5 

192.8 

213.2. 

406.0 

226.4 

4. l 

175.5 

6.1 4. 6 
. l 70.2 

153.8 100.7 

2 contract authorizations which require further action before CXJ:>ertdi1tures 
can take place. 
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TABLE 6B.-Summary of budget appropriations, expenditures and net 
lending, by major function 

[Fiscal years. In billions of dollars] 

Expenditures and net ApJ?ro-
lending pr1a-

Function tions 
recom-

1966 1967 1968 mended 
actual estimate estimate for 1968 

National defense ...... ' .............. 59. 7 69.6 75.3 79.6 
International affairs and finance ........ 4. 7 5.6 5. 7 5.8 
Space research and technology .......... 5.9 5.6 5.3 5.0 
Agriculture and agricultural resources .... 3.5 4. l 4. 5 3.6 
Natural resources ..................... 3.2 3.2 3.5 3.6 
Commerce and transportation .......... 7. l 7. 7 7. 3 9.4 
Housing and community development ... 2.4 3. 1 2. 7 4.4 
Health, labor, and welfare ............ 33.2 39.5 46.6 51.3 
Education ........................... 2.8 3.9 4.5 7.0 
Veterans benefits and services .......... 6.4 7.2 7.5 7.5 
Interest 1 •••••••••.•••.•.•.•••••••• 10.0 11.0 11.2 12.3 
General government ................... 2.4 2. 7 2. 7 2.6 
Undistributed adjustments 2 •••••••••••• -2.0 -2.8 -1.4 . 7 

-- -- -- --
Total ........................... 139.5 160.6 175.5 192.8 

t Excludes interest paid to trust funds in the amounts of $1.9 billion for 1966, $2.3 
billion for 1967, and $2.7 billion for 1968. 

~ Includes administrative budget receipts becoming negative expenditures, employer 
contributions to retirement funds, and change in nondefense accounts payable. 

216-618 Q-67--7 
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TABLE 60.--Summary of budget receipts by major source 

[Fiscal years. In billions of dollars] 

Individual income taxes ................ . 
Corporation income taxes (~J&CTUed) ••....•.• 
Excise taxes. . . . . . . . . . . . . . . ......... . 
Employ:menttaxes .................... . 
Estate and gift taxes ................... . 
Customs .............................. . 
Deposits by States, unemployment insurance. 
Veterans' life insurance pn:mium.s. 
Retirement contributions of Federal em-

ployees ............................ . 
Other receipts t . . . • • . . . • • • . • • • . . • . • • • • 

Total receipts ......... . 

Amounts under proposed legislation included abor,e: 
Individual income taxes. . . . . . ............ . 
Corporation income taxes . ................. . 
Excise taxes. . . . . . . . . .................. . 
Employment taxes. . . . . . . . . . . . . . . . . . . . . . 
Other 1 •••••••••••••••••••••••••••••••• 

Total .............. . 

1966 
actual 

55.4 
29.4 
13. 1 
20.0 

3. I 
1.8 
3. l 
. 5 

l. l 
3.7 

131. 1 

1967 
estimate 

62.2 
30.5 
13.8 
26.4 

3. 1 
2.0 
3.0 
.5 

I. l 
5.0 

147.7 
= 

1968 
estimate 

73.2 
33.2 
IS. 7 
28.4 

3. l 
2. l 
3.0 
.5 

1.1 
6.9 

165.2 

3.4 
1.3 
.2 
. 2 
• 2 

5. 3 

transactions and miscellaneous receipts offset against 
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TABLE 6D.-Means of financing, outstanding Federal securities and loans 

[Fiscal years. In billions of dollars] 

MEANS OF FINANCING 

Borrowing from the public: 
Non bank investors .............. . 
Commercial banks. . . . . . . . . . . . ...... . 
Federal Reserve banks ................ . 

Total borrowing from the public ..... . 
S"'e·.i •. .,,m.ilor,l"!Sll!'"e ••••••••••••.•••••••.•••••••. 
Decrease in cash balances and monetary 

assets. . . . . . . . . . . . . .................. . 
Increase in expenditures accrued but not yet 

paid! ...........................• 
Decrease or increase ( -) in taxes and other 

receipts accrued but not yet collected .... 

Total budget financing. . . . . . ..... . 

OUTSTANDING FEDERAL SECURI­
TIES AND LOANS 

(As of the end of the year) 

Gross Federal debt.. . . . . . . . . .......... . 
Less hnlcllnao by Federal agencies and trust 

funds. . . . . . . . . . . . . . ...... . 

Federal securities held by the public 2 ..• 

Federal credit programs: 
Direct loans outstanding: 

Loan account ..................... . 
Expenditure account ............... . 

Total .................. . 
Guaranteed and insured loans "' .0 

Memorandum: Federal home loan banks 
and Federal land banks: 

Direct loans outstanding. . . . . . ....... . 
Securities held by the public. . . ....... . 

1966 
actual 

2.6 
-2.6 

3. 1 

3. l 
.6 

. 5 

3. 1 

. 9 

8.4 

327.2 

64.5 

262. 7 

28.8 
13.2 

42. l 
95. 7 

ll. 5 
10.4 

1967 
estimate 

3.8 
I. 1 

3.4 

.8 

3.9 

12.9 

340. 1 

73.6 

266.5 

34. 1 
13.9 

47.9 
99.0 

12.9 
lL 7 

1968 
estimate 

9. 1 
. 5 

1. l 

-.4 

10.3 

354.3 

78. 1 

275.6 

38.5 
14. 7 

53.2 
104. 1 

13.0 
11.6 

1 Includes change in balances of deposit funds and D.C. Government; excludes the 
portion of accrued interest which is added to principal of debt and is therefore 
borrowing from the public. 

2 Including Federal Reserve banks. 
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Table 7 

A reconciliation of budget totals for years adjusted for the Com-
mission's recommendation with the consolidated cash budget totals 
is shown in Table 7. The major differences which stand out are: ( 1) reduc-
tions in both receipts and as a result of certain enter-
rw•~~>-tur•<> n~ce1p1:s on a net rather than a gross differences on both 

land banks. 

side out of a shift to an accrual 

the transactions of the two owned 
Federal home loan banks and Federal 

net and 
the Commission with the 

presented in Table 8. 
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TABLE recommended 
consolidated cash 

[Fiscal years. In billions of dollars] 

RECEIPTS 

Receipts, present cash budget ........... . 
Less: 

Administrative and trust fund receipts 
becc>mling ,.,,.,,.,t•'i·v,. ,,.,.. 

.'"'-C5"'~"" ..... . 
District of Columbia Government ...... . 

Plus: 
Employee retirement contributions ..... . 
Excess of tax accruals over collections: 

Corporation income taxes. . . . . . . .. . 
Other taxes ...................... . 

Receipts in the proposed budget ......... . 

EXPENDITURES 

··· Expenditures, present cash budget ...... . 
Less: 

Administrative and trust fund receipts 
becoming .0 expenditures ...... . 

Transactions with the International 
Monetary Fund. . . . . . . . . . ......... . 

Deposit funds, net expenditures (except 
Comptroller of tbe Currency) I ••••. 

District of Columbia Government ..... . 
Net expenditures of Federal land banks. 
Net expenditures of Federal home loan 

banks ............................ . 
Plus: 

Employee retirement contributions .... . 
Sales of participation certificates (net) ... . 
Change in checks outstanding and ac-

crued interest .................... . 
Excess of accrued expenditures over 

checks issued: 
Defense ........................ . 
Nondefense ..................... . 

Expenditures in the proposed budget a ... 

1966 
actual 

134.5 

3.3 
.3 

1.1 

.7 
-.2 

131. 1 
= 

137.8 

3.3 

. l 

-.5 
.3 
.6 

1.3 

1.1 
2.2 

-.2 

2.0 
1.7 

139.5 

to the 

1967 
estimate 

154. 7 

3.9 
.3 

Ll 

-3.9 
. l 

147. 7 
= 

160.9 

3.9 

-.2 
.3 
.6 

l.O 

1.1 
2.6 

1.2 

-.6 
2 l.l 

160.6 

1968 
estimate 

168. l 

4.1 
.3 

Ll 

-.7 
1.1 

165.2 
= 

172.4 

4.1 

-.l 
.4 
.4 

-.6 

l.l 
4.5 

.7 

-.1 
2 L l 

175.5 

91 

1 Amounts are approximate only: Actual exclusions will be determined as a result of 
study by the Treasury and the Bureau of the Budget. 

2 Average of available data for prior years. 
3 Including net lending. Also includes difference between net expenditures in tbe 

cash and annexed budgets for the banks for cooperatives, Federal intermediate credit 
banks, and Federal Deposit Insurance Corporation. 



TABLE 8.-Historical comparison if four concepts if budget totals, 1957-1968 [Fiscal years. In billions of dollars] 

1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 1968 

"' budget: 
];!, '~P·~To •~ • • '• •' • • '• •' •'' 70.6 68.6 67.9 77.8 77.7 81.4 86.4 89.5 93.1 104.7 117.0 126.9 
v. -oc H• 

69.0 71.4 80.3 76.5 81.5 87.8 92.6 97.7 96.5 107.0 126.7 135.0 . •W ''''''''''''''' 

( or deficit ( -) .. +1.6 -2.8 -12.4 +L2 -3.9 --6.4 -6.3 -8.2 -3.4 -2.3 -9.7 -8.1 
= -- -- = -- = -- -- = = = = 

~ 

.·r 'frnm ani{ r ~Y' ·- to tbe publie (consolidated cash budget): 
R,.,...;r" .................. 82.1 8!.9 81.7 95.1 97.2 101.9 109.7 115.5 119.7 134.5 154.7 168.1 

ltll, •.••••••• ••••• ••. 80.0 83.5 94.8 94.3 99.5 107.7 113.8 120.3 122.4 137.8 160.9 172.4 
( +) or deficit (' +2.1 -1.6 -13.1 +0.8 -2.3 -5.8 -4.0 -4.8 -2.7 -3.3 -6.2 -4.3 

= -- -- = -- -- -- -- -- -- -- = 
seetorof national ineome accounts (NIA budget): 

.... . ................... 80.7 77.9 85.4 94.8 95.3 104.2 110.2 H5.5 120.6 132.6 149.8 167.1 
~ 76.0 83.1 90.9 91.3 98.0 106.4 lll.4 116.9 118.3 132.3 153.6 169.2 , ... ~ ............... 

( +) or deficit ( +4.7 -5.1 -5.5 +3.5 -2.7 -2.1 -1.2 -1.4 +2.3 +0.3 -3.8 -2.1 
=- = -- -- = = -- = = = = ,., .!. reeonnnendedbudget: 

R, account: 
t?: ...... ; .... t. ..... ~ .. ~ ~ .. ~ " . 80. 1 77.5 84.6 94.0 94.3 103.2 109. I 114.5 118.9 131. 1 147.7 165.2 
17. ............ 77.4 82.8 91.6 91.0 98.3 107.9 H3.6 118.4 119.0 135.7 155.5 171. l 

Expenditure account sur-
plus(+ )or deficit(-) 1 +2. 7 -5.3 -7.0 +3.0 -4.0 -4.7 -4.5 -4.0 -.1 -4.6 -7.8 -5.9 

= = -- = = = -- --
lending ......... ...... 1.3 1.5 2.8 1.9 1.2 2. 1 -0.2 0.2 1.8 3.8 5.2 4.4 

-- = = = -- = = = = = = 
budget: 

'D. . ~ . ~ .. ...... . . 00.1 77.5 84.6 94.0 94.3 103.2 109. 1 H4.5 118.9 131. 1 147. 7 165.2 . 
v. 78. 7 84.3 94-.3 92.9 99.5 110. l 113.4 118. 7 120. a 139.5 160.6 175.5 

··~··~--~··~~ 

Surplus(+) or deficit(-). +1.4 -6.8 -9.7 +Ll -5.2 -6.9 -4.2 -4.2 -1.9 -8.4 1-12.9 -10.3 

1 SeefootnoteNo.1,page4. 
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GLOSSARY 

This glossary is intended to the terms used in the Commission's Report 
and papers in as nontechnical as possible. 

Accordingly, although the are intended to be consistent in su!)st:am:e 
with official definitions contained in Government documents and instructions, they 
may not be in the same words. It should be understood that, in any such case, the 
ex];ua>Iauun in this glossary should not be interpreted as a Commission recommenda­
tion for a change in the official definition in any respect. 

"ABOVE THE LINE"-That part of a budget taken into account in 
the budget surplus or i.e., receipts and expenditures, but not uuJa>wJtm: 

In a capital budget, the current operating transactions, as distinct from rmrr'h"'""" 

of assets. 
ACCOUNTS PAYABLE-Amounts due to others for and services received, 

assets and accepted. 
ACCOUNTS RECEIVABLE-Amounts due from others as the result of goods pro-

vided, services or funds advanced. 
ACCRUAL ACCOUNTING-A system of accounting in which revenues and 

itures are recognized as are earned. this means recording 
and at the time the liabilities are incurred as a result of services 
n:~IueTe<l, or, in the case of "shelf" i terns, when goods are delivered, 
rather than when payment is made or received. 

ACCRUED LIABILITIES--Amounts earned by others which are not yet n~·"'"""· 
ADMINISTRATIVE BUDGET-A financial for receipts and expenditures of 

funds owned by the Federal including funds, funds, 
public and intragovernmental revolving and management funds. 

ADVANCES-See Prepayments. 
ALLOWANCE FOR LOSSES--A valuation account set up to cover future 

defaults or losses on loans outstanding, or accounts which is sub-
sequently charged in the event of actual default. 

APPROPRIATION-An authorization by an Act of Congress to incur oo:tig<ulcms 
and make payments out of the Treasury for specified purposes. At present, ex-
cludes authorizations to enter into contracts but not money (i.e., "contract 
authorizations") and authorizations to spend debt Under the Commis-
sion's recommendations, these latter types of authorization would also be called 

but to contract authorizations would 
not be counted as new appr<:>plnatlons. 

AUTHORIZATION-An Act of Congress which authorizes Federal programs, 
The term "authorizations" sometimes refers to basic 

substantive setting up a program or an agency, and appro-
pr:iatiorts to be made for them, but not actually authority to spend. 
In the Commission's report and staff papers, however, "authorizations" usually 
refers to spending such as appropriations, rather than to basic 
substantive legislation which does not include authority. 

AUTHORIZATIONS TO SPEND DEBT RECEIPTS-A form of au-
thorization enacted the Congress an agency or department to 
borrow money from the or from the Treasury and spend the nroct~ects 
of such horrr.wim:r:~. 

95 
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BACKDOOR FINANCING-Obligational authority by the Congress othel' 
than in appropriation acts, usually in the form of contract authorizations or 
authorizationsto debt 

BALANCED BUDGET-A al'e greater than (or equal to) 
expenditures. 

"BELOW THE LINE"-That part of a budget not included in calculating the 
or deficit, and other financing items. Also, in a capital 

budget, the transactions assets. 
BUDGET-A financial program for future For the Federal Government, 

the budget is transmitted the to the Congress each January for the 
fiscal year the following 1. In the Commission's report, the 
term "the also refers to the summary totals of ap·prc>priat:ion.s, 

net account surplus or deficit, 
gross and net total or deficit. 

BUDGET APPENDIX-A volume IJ'"'""'""" 
nrc•vidimz detailed estimates. eX]Jia:natlonts, 
agency agency, and account by account. 

BUDGET DOCUMENT-The the Bureau of the 
in which the President transmits to the Congress his 

and summarizes new budget and ap]prc•pr:latllOn 
requests. 

CAPITAL ACCOUNT-The "below the line" part of a or divided 
in which and services to be consumed over a number of years are 
recorded. The entries in the account would not be used in the calcula-
tion of an surplus or deficit. 

CAPITAL BUDGET-A divided in which ""'~''""'"'u'""'" for goods 
are recorded "below the line." 

CAPITALIZATION-The calculation of the discounted present value of amounts 
to be received or paid at some future time. See also "Discounted Present 
Value." 

CASH ACCOUNTING-A system of and ex.p,encli-
tures are recorded at the time cash is received or out, rather than at 
the time of accrual. See also "Checks Issued" and "Checks Paid." 

CASH BUDGET-See from and Payments to the Public." 
CHECKS ISSUED-A basis for Government disbursements as of the 

time when checks are issued to pay for or services (or cash is in lieu 
of This is the main basis for n:<;ur•cm.tg in the present 
administrative budget. 

CHECKS OUTSTANDING-Checks issued but not yet 
CHECKS PAID-A basis for Government disbursements as of the time 

when checks are by the Federal Reserve banks the Govermnent's 
which the checks are This is the main basis for 

total cash payments in the present consolidated cash 
CLEARING ACCOUNT -A term covering various accounts which 

cotmtmg link between the or deficit and 
and cash balances. Some accounts covered the 

tel•e~rrantuc reports from Federal Reserve 
in transit. 

the ac-

basis for Government in which 
are recorded when cash is received rather than when accrue. 

CONSOLIDATED CASH BUDGET-See from and Payments to the 
Public." 
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CONTINGENT LIABILITY-A conditional commitment which may become an 
actual in consequence of a future event the control of the Gov-
ernment. This includes such items as insured and loans and bank 

granted by the Congress to agencies 
or to incur obligations prior to enactment of an It 
must be followed by an or the receipt of moneys earmarked by 
law to permit payment of the obligations incurred. 

COST-BASED BUDGETS-Agency budgets in which levels are measured 
in terms of the value of resources consumed in carrying out the activity, rather 
than in terms of the obligations incurred. Most agency budgets, aside from the 
Department of Defense and the State Department, are now on a cost 
rather than an basis. 

COSTS-Program cost (or is measured by the value of and services 
consumed of when acquired. Approximately equal to current expend-
itures excluding outlay) plus deprecia-
tion. in the measurement of cost is an accrual basis of accounting. 

CURRENT AUTHORIZATIONS-Authorizations enacted by the Congress in or 
immediately preceding the fiscal year. 

CURRENT OR INCOME ACCOUNT-The "above the line" of a 
that includes a separate account. 

DEBT ISSUED IN LIEU OF CHECKS-Government securities issued to cover 
instead of cash or checks, consisting of noninterest-bear-

notes issued to international and interest accruals on 
and retirement bonds and Treasury bills. In earlier years, also included Armed 

.. Forces Leave Bonds, and excess profits tax refund bonds. 
DEBT LIMIT -See "Public Debt 
DEBT SUBJECT TO LIMIT-The debt plus securities of Federal agencies 

guaranteed as to principal and interest, less certain small debt items.not included 
in the 1917 Act of Congress limiting the public plus the outstanding amount 
of FNMA certificates authorized and issued in fiscal year 1968. 

DEFAULT-A failure to repay a loan or other uuug<awcm. 

DEFICIT OR BUDGET DEFICIT-The excess of budget over 
receipts. 

is recorded when goods are received. This is the main 
basis for expenditures in the national income accounts (NIA) budget. 

DEPOSIT FUNDS-Combined receipt and expenditure accounts established to 
account for amounts that are either (a) held in suspense and 
later refunded or into some other funds of the Government upon ad-
ministrative or determination as to the proper thereof, or (b) 
held by the Government as banker or agent for others and paid out at the 
direction of the d"1oosj tor. 

DEPRECIATION-The decrease in the value of physical assets due to use or the 
passage of time; the portion of an asset's cost which is charged to current expense 
in a accounting 

DISBURSEMENTS--Checks issued or cash paid. In the present budget, disburse­
ments are net of repayments (refunds and rP1m~mr<Prn<>1oh 

DISCOUNTED PRESENT VALUE-The that a buyer would be willing to 
pay for a future benefit or a series of future benefits. The determination of that 

involves specifying some rate of interest (rate 
sate for the fact that the benefits will not be received 
future. 
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ECONOMIC STABILIZATION POLICIES-Central goverment monetary and 
desr1gr1ed to bring about stable growth, and 
in the national economy, and in the international 

balance of payments. See also "Monetary " 
EXPENDITURES-In the present administrative and consolidated cash budgets, 

the amount of checks issued or and cash payments made, net of refunds, 
and reimbursements received. Under the Commission's ex-
peJndJitures will be recorded on an accrual basis, the aggregate of 
liabilities incurred for accepted by the Government 

m>t••--nrnd,nc!~d "shelf" items, work done a con-
and services and other liabilities 

incurred not whether or not payment has been made and 
whether or not invoices have been received. 

FEDERAL SECTOR-The sector of the economy of the Federal Gov· 
ernment and its agencies. Used in social accounting systems such as the national 
income accounts and flow of funds accounts. 

FEDERALLY OWNED FUNDS-Funds owned by the Federal Government 
as distinct from the trust funds which the 1 Federal Government theoretically 
holds in a 

FINANCIAL INTERMEDIARY-An agency or institution which borrows and 
relends. 

FISCAL POLICY-Federal Government economic stabilization to 
em.olcwnlentt. stable growth and and 

balance of payments through changes in taxes and levels of Gov-
ernment as distinct from monetary 

FISCAL YEAR-Any year designated for financial accounting purposes, not neces-
sarily a calendar year. For the Federal Government, the year from 
1 to June and by the year in which it ends. 

FLOAT-The difference in entries in the books of two 
to time lags in mail check clearing, or similar differences. 

FLOW OF FUNDS ACCOUNTING-A system of social accounting in which the 
sources and uses of funds are recorded for each sector of the economy. 

FUNCTIONAL CLASSIFICATION OF THE BUDGET -An analysis of the budget, 
such as that contained in Part 4 of the in which ex1per1di,tures 
and authorizations are e.g., national 

agency or 

COl1si!;ti:rJtg of the set of interrelated accounts which 
record assets and and income and outgo, related to a purpose. 
Also (loosely) a sum of money available for purposes. 

FUNDING--The act of for a purpose. 
GENERAL FUND--The owned fund which is credited with Gov-

ernment not earmarked by law, and is with pay-
able from such revenues and from general borrowing. 

GOVERNMENT-SPONSORED ENTERPRISES-Five whose transac-
tions are presently included in the consolidated cash This category in-
dudes the Federal land banks and the Federal home loan banks (all 
ownership), the Federal intermediate credit banks and the banks for coopera­
atives (ntixed ownership), and the Federal Insurance (no 
private ownership) . 

GROSS-The total value of a sum or a transaction, before reduction by applicable 
offsets. 

GROSS NATIONAL PRODUCT-Total market value of all final and serv-
ices that the Nation produces in a single year. 
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GUARANTEED LOANS--Private loans made with an arrangement for the Gov-
ernment to cover part or all of any defaults. 

IMPUTATIONS-Estimates of the value of and services obtained outside 
the used in lieu of their market cost. 

INDEFINITE AUTHORIZATIONS (APPROPRIATIONS)-A form of "P"'"u"'!S 
authorization enacted by the Congress which allows an agency or ueu"'' w'""" 
enter into contracts, to obligate the Government or to make in an 
indefinite amount, which amount is subsequently determined by exercise of exec-
utive discretion granted the act. The major example is the permanent indefi· 
nite the payment of interest on the debt. 

INSURED LOANS-See loans." 
INTEREST SUBSIDY-The value of the subsidy implicit in loans made by the 

Government which results from submarket interest rates. 
measured by the difference between the rate paid by the Treasury on the money 
it borrows and the interest rate received on the loans made by the Government. 

INTERFUND TRANSACTIONS-At the present time, payments from one admin-
istrative budget fund to another administrative budget fund, or from one trust 
fund to another trust which result in the recording of a and an 

Excluded in calculating total administrative and total 
trust fund and See also "Intragovernmental Transactions." 

INTRAGOVERNMENTAL REVOLVING AND MANAGEMENT FUNDS-Funds 
law to facilitate the accounting for and administration of intra-

gove:rmnentltl activities which are financed by two or more or 
which derive their receipts from other annr<mr'iat:i011s 

INTRAGOVERNMENTAL TRANSACTIONS-Payments from administrative 
budget funds to a trust fund or from a trust fund to administrative 
funds. These transactions result in an and a receipt which 
are then excluded in calculating consolidated cash and expe:ncit-
tures. See also "Interfund Transactions. 

LETTER OF CREDIT-A document which the of the letter to 
withdraw cash from a Government account upon demand. 

MEANS OF FINANCING STATEMENT-The part of a budget summary show­
the coverage of a deficit or the disposition of surplus. 

MONETARY ACTIVITIES-See Policy." 
MONETARY AUTHORITIES-The Treasury and the Federal Reserve, which 

have the power to create and destroy money. 
MONETARY POLICY-Federal Government economic stabilization pri-

marily executed by the Federal Reserve System, designed to achieve economic 
goals such as stable growth and prices, and balance of pay­
ments equilibrium, through influence on the money interest rates, and 
credit as distinct from fiscal 

NATIONAL INCOME ACCOUNTS OR NATIONAL INCOME AND PRODUCT 
ACCOUNTS-A social accounting system maintained by the Office of Business 
Economics of the U.S. of Commerce, in which the income and 
expenditure of corporations, and other sectors of the national econ-
omy are estimated and quarterly and annually. 

NATIONAL INCOME ACCOUNTS (NIA) "BUDGET"-A measure of receipts 
and of tbe Federal Government sector of the national income and 
product accounts. It includes Federal trust fund transactions, but excludes loans 
and similar transactions since they consist of the of financial assets or 
physical assets which are not newly produced and therefore do not contribute to 
current "income." 

NET-The value of a sum or a transaction after reduction of the total value by 
related applicable offsets. 



100 Report of the President's Commission on Budget Concepts 

NEW OBLIGATIONAL AUTHORITY newly avail-
nrtwitif'n by current or prior actions of the Congress, en­

the Government to pay out money. At present, 
NOA may consist of contract authority, or debt 

Under the Commission's recommendations, the word "a][)plrOp•ri~tti<ms 

to the present concept of NOA. 
lCIN!S--App:roJ>ri<tti<)ns which remain available for obli-

ootecnv.es for which were made have 
heen without further congressional action. 

NONRECOURSE LOANS-Loans, such as advances to farmers by the Commodity 
Credit , the terms of which that the borrower may 
forfeit his collateral rather than repay the loan, and be under no further 
ooJtig<tuu•n to the lender. 

OBLIGATED BALANCE--That of the balance of an account 
which is necessary to pay for already incurred, but for which extJeuu•· 

tures have not been made. 
OBLIGATIONAL AUTHORITY-Authority provided by the to enter into 

obligations requiring the Federal Government to pay out money. For any year, 
it is equal to new obligational authority plus balances 
forward from prior years. 

OBLIGATIONS-Contracts or other valid commitments to pay out money made 
by Federal departments and '""'nr.IFs. 

PARTICIPATION CERTIFICATES-Interest-bearing instruments 
shares in a pool of Government-held loans. Under present the Govern­
ment continues to service the individual loans, and takes the loss on any defaults. 

PERMANENT AUTHORIZATIONS-An authorization automatically 
available by virtue of without current action by the Congress. 

PLANNING-PROGRAMMING-BUDGETING SYSTEM re-
in of 
oo1ecuv<es in ter!Jls, meas-

ure and seek least cost solutions the budget process. 
PREPAYMENTs--Payments to a contractor in advance of performance in 

order to the contractor with working necessary for the fulfill­
ment of the contract. In an accrual system, these are receivables (assets) rather 
than until occurs. 

PRESIDENT'S BUDGET MESSAGE OR PRESIDENT'S MESSAGE-The annual 
message sent by the President to the Congress each 
requests for the fiscal year and his 

PROGRESS PAYMENT8--Payments made to contractors in rec:og:niti,on 
cmnpletiion of work on contracts. 

PUBLIC DEBT-The total of all securities representing direct debts of 
the United States Treasury. 

PUBLIC DEBT CEILING-The maximum level established by the Congress of the 
public debt subject to limit. See also "Debt to Lirnit." 

PUBLIC ENTERPRISE FUNDS-Revolving funds authorized specific pro-
visions of law to finance a cycle of with from 
such operations, derived from sources outside the Government, avail-
able in their entirety for use by the fund. 

PUBLIC ENTERPRISES-Business-type activities of the Government which gen­
erate to cover, or partially cover, their expenses. Major ex:am.ph:s are 
the Post Office, the Tennessee Valley Authority, and the Credit 
Corporation. 
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REAPPROPRIATIONS--Spending made by the Congress, which 
continue the of unused balances which would otherwise 

RECEIPTS-In the present administrative and consolidated cash money or 
checks received by the Federal Government, except as a result of refunds or 
reimbursements. In the recommended by the Commission, would 
be on an accrnal the aggregate amount due the Federal Gov-
ernment, except for refunds or reimbursements of ""'ltJt:rxww•c•. 

RECEIPTS FROM AND PAYMENTS TO THE PUBLIC-A statement combin-

(with the elimination of certain in­
tragovernmental transactions) to show the flow of cash between the Federal 
Goverment and the Often referred to as the cash or consolidated cash 

REVOLVING FUND-A fund established to finance a continuing cycle of opera-
tions in which generate receipts, which are available for ex]pe!lC!Jtulre 
without further action by the The net excess of 

is included in the 

ture if exceed "AJ'"'''"'"' 
SEIGNIORAGE-Profits received the Government from coinage result-

from the excess of the face value of the coins over the cost of the metals 
used' in them. 

SERVICING OF of 
borrowed funds. 

SOCIAL BENEFITS AND SOCIAL COSTS-The benefits or costs of a project or 
program (often estimated or to the as a whole. Not 
limited to a monetary expn!ssilon 

SPECIAL ANALYSES-Special in or with 
the document to reveal the details of aspects of the budget. 
vr.'M""" there are covering such items as Federal gr<l.m:s-ln-<uu, 

credit programs, and public works programs. 
SPECIAL owned other than the funds, 

which are credited with earmarked receipts. The reclamation fund is a major 

-LeJnsuttlve or administrative action to reduce the time lag between 
accrual and payment of tax liabilities. 

SUPPLEMENTAL after 
an initial to cover expenditures 

SURPLUS OR BUDGET SURPLUS-The excess of 
tures. 

estimates. 
over c:xpe:<lut· 

SUSPENSE ACCOUNT-A combined 
tO hold L<::IliljJCH<iJLUY 

of the Government upon administrative or 

account established 
into some other fund 

determination as to the proper 
disposition theteof. 

TAX A.~D LOAN accounts maintained with 
of money raised by the 

nnPr~,t.rm< and certain taxes. These are 
for transfer to Federal Reserve banks when necessary to balances in the 
Treasurer's general checking accounts from which disbursements are made. 

TAX LIABILITIES-Taxes accrued to date but not yet by taxpayers to the 
Government. 

TIMING needed to change or 
expel~UJ,tuJre totals based on one stage in transactions' to totals which reflect a 
c1lt!er;en t stage. 
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TRANSFER PAYMENTS-In national income payments for which 
no currently produced or services are received in exchange. Major ex-

are social security benefits and grants to State and local governments. 
TREASURER'S ACCOUNT-The Government's account for the cash 

assets derived from financial transactions 
and administrative budget and trust fund 
its in Federal Reserve banks and in tax and loan accounts in commercial 
banks. 

TREASURY BILLS-Short-term (usually three-month) Treasury debt instruments, 
sold at a discount from face value rather than caJTv,,n,- any rate of 
interest. 

TREASURY CASH BALANCES-Balances on in banks to the credit of the 
Treasurer of the United States and other accountable officers, cash on hand in 
the custody Gf accountable officers, and cash in transit for credit to the account 
of the Treasurer. 

TREASURY GENERAL FUND----See "General Fund." 
TRUST operations with the administered by 

the Government with funds theoretically held in trust for others 
TRUST FUNDS-Fund accounts maintained to account for and ex]Jerlditm·e 

of moneys held in trust by the Federal Government for use in out 
purposes and programs in accordance with the terms of a trust agree­

ment or statute. Trust funds are not included in the present administrative 
budget, but are included in the consolidated cash budget and in the new budget 
recommended by the Commission. 

TRUST REVOLVING FUNDS-A type of trust fund established to finance busi-
ness-type with available to finance expenditures. 

UNOBLIGATED BALANCE-That portion of the balance of an ac-
count which has not been committed for a specific pupose, and which is still 
available for obligation. 
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ExHmiT A 

House Press Release from the Office of the White House Press Secretary, San 
rl.u,wtuu, Texas, March 3, 

I am 

STATEMENT BY THE PRESIDENT 

appo1:ntmg a Commission of fifteen 
of the Federaluuu~<<:c 

and the 
Mr. David M. Kennedy, Chainman of the Board of the Continental 

Illinois National Bank & Trust of ..., .. ,._.,"'v' 

of the Commission. The Chainmen and the members of 
the Senate and House Committees have also to 
serve on the Commission. In the Commission will include the 

of the the Director of the Bureau of the and 
the Comptroller General. The other members are 

in the fields of finance and some of whom have 
served previously in I may one or two 

citizens to the Commission in the near future . 
.uuu!'.'-• n'J."'"'"i:t<:c last out that: 

re­
view of is warranted. therefore intend to seek 
advice on this subject from a group of informed individuals 
with a background in matters. 

It is my hope that the group I am i:tfJI.JV',"•u'i'\ t<>dacy--mlts1:andirlg 
informed men with wide-ranging in business, 
onomics, and budgetary matters--can advise me on the best 
to the presentation of the Federal Budget. 

Tradition and precedent have played an important role over the years 
in the shaping of our budgetary rules and presentation. The fact is that 
today all are that some of our traditional budget concepts do not 
adequately portray how the Federal Government's activities affect the 
health of the American economy and the lives of the American people. 

The Federal Budget is a vital document. The Federal Budget is a com­
plex document. It is vital because it affects the lives of every man, woman, 
and child in this Nation. It is complex because it enco~passes the full scope 
of the Federal Government's activities. Yet, because of its complexity and 
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106 Report of the President's Commission on Budget Concepts 

scope, there are few who understand it. The 
take should assist both public and 
important document. 

I am the Commission to prepare its recommendations by 
tember. If it appears necessary to extend the deliberations this 
the report can be in nature of a progress It is my 

that at least some of the recommendations of the Commission can be 
in<~orpora!ted in my next 

We are fortunate in 
of citizens to undertake this task. 

a group 



EXHIBIT B 

LETTER oF APPOINTMENT To CoMMISSION MEMBERS 
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I hope that the Commission will keep this aspect in mind as well as the 
other important purposes served by budget information. 

There has been particular question raised about the budgetary treatment 
of Federal lending programs, both to loan disbursements and to 
receipts from the sale or other disposition of loans. I hope the Commission 
will carefully review with respect to these 
lending programs and recommend how loan disbursements and 
should be treated in arriving at overall budget totals. 

There are other important problems of budget measurement which the 
Commission will undoubtedly want to review but of course not 
limited to, such matters as the netting of m 
business-type the of disbursements 
example, cash or , and so forth. 

In a complex modern world, the Federal budget is a formid-
able document. I would welcome any 
which the Commission might have on the f.JH'~""·nauvu 
budget and its usefulness to the and the public. 

I would appreciate your recommendations by September. If it 
appears necessary to extend your deliberations beyond that your Sep­
tember report could be in the nature of a progress report. It is my hope 
that at least some of the of the Commission can be 
incorporated in next budget. 

I think it would be useful for the Commission to seek the views of such 
groups as the Committee for Economic the U.S. Chamber of 
L.Aomrnez·ce, and other which have in the past conducted studies 
of budgetary concepts and The views of former Budget Directors 
and Secretaries of the Treasury should also be useful in the Commis­
sion's deliberations. 

Enclosed is a of the full membership of the Commission. The 
know'lecu;re and background which you and the other members to 
the Commission will, I am confident, insure a careful, and in-
formed review of the Federal 

Sincerely, 

Enclosure 

[Similar letters were sent to each Commission member.] 
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COMMISSION MEMBERSHIP AND STAFF 

Mr. David M. Kennedy, Chairman of the Board, Continental Illinois 
National Bank and Trust Company of Chicago. 

The Honorable Robert B. Anderson, New York City of the 
Treasury, 1957-60). 

The Honorable Frank T. Bow, Ranking Minority Member, Committee 
on Appropriations, U.S. House of Representatives. 

The Honorable Henry H. Secretary of the Treasury. 
The Honorable Carl Hayden, Chairman, Committee on Appropriations, 

U.S. Senate. 
Mr. Winthrop C. Lenz, Executive Vice President, Merrill, Lynch, Pierce, 

Fenner & Smith, New York City. 
The Honorable George H. Mahon, Chairman, Committee on Appropria-

tions, U.S. House of Representatives. 
Professor Paul W. McCracken, The University of Michigan. 
The Honorable Charles L. Schultze, Director, Bureau of the Budget. 
Professor CarlS. Shoup, Columbia University. 
Mr. Leonard S. Silk, Editorial Page Editor and Chairman of the Editorial 

Board, Business Week. 
The Honorable Elmer B. Staats, Comptroller General of the United States. 
Mr. Robert M. Trueblood, Chairman of the Policy Group, Touche, Ross, 

Bailey & Smart, Chicago (President, American Institute of Certified 
Public Accountants, 1965-66). 

Professor Robert C. Turner, Indiana University (Assistant Director, Bureau 
of the Budget, 1961-62). 

Dr. Theodore 0. Yntema, Oakland University, Rochester, Michigan. 
The Honorable Milton R. Young, Ranking Minority Member, Committee 

on Appropriations, U.S. Senate. 
Staff: 

Robert P. Mayo, Staff Director. 
Wilfred Lewis, Jr., Research Director. 
Ronald W. Johnson, Research Assistant. 
Jeffrey M. Wiesen, Research Assistant. 
Roselle Smith, Administrative Assistant. 
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