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Federal Budget Estimates, Fiscal Year 1996

By Peter G. Beall and Joyce Northwood

T HE FISCAL 1996 budget transmitted by the
President to Congress shows a $4.1 billion
increase in the Federal deficit, from s192.5 billion
in 1995 to $196.6 billion in 1996." The budget
proposes a tax cut for middle-class taxpayers that
reduces revenues by $3.8 billion; this reduction is
partly offset by other proposals to increase taxes
and to trim spending.
The tax cut has three elements:

e Phased-in tax credit of up to $so0 for depen-
dent children under 13 years of age (s3.5 billion
in 1996).

¢ Phased-in deduction of up to 10,000 for
post-secondary education and training expenses
(0.7 billion 1996).

o Expanded eligibility for deductible “front-
loaded” individual retirement accounts. (This
provision is expected to raise $o.4 billion in 1996
but to reduce receipts in later years.)

To offset the loss of revenue due to the tax
cut, the budget proposes an acceleration of ef-
forts to reinvent the Federal Government (s$1.4
billion), including the following: A consolidation
of 271 existing programs into 27 new programs,
the termination of approximately 9o programs,
the privatization of certain government func-
tions, and the transfer of other programs to State
and local governments. The budget also pro-
poses cuts in discretionary spending, the largest
of which is in national defense spending (s7.6
billion).

The budget also includes s1.1 billion in tax in-
creases to help offset the tax cuts. The three
largest provisions are as follows:

e Tighten rules for taxing foreign trusts (so.3
billion).

o Expand fees collected under the securities
laws to better match and fund services provided
by the Securities and Exchange Commission (s0.3
billion).

¢ Extend the environmental taxes on corporate
taxable income (so0.3 billion).

1. Office of Management and Budget, The Budget of the United States
Government, Fiscal Year 1996 (Washington, pc: U.S. Government Printing
Office, February 1995).

This article summarizes the administration’s
budget estimates and the economic assumptions
underlying them, and it provides a translation
of the estimates into the national income and
product accounts (~n1pa) framework.”

Economic assumptions

In all four quarters of 1994, economic activity
was strong; growth in real gross domestic product
(epp) ranged between 3.3 percent and 4.5 percent

2. A package of tables— “National Income and Product Accounts Trans-
lation of the Federal Budget”—is available from sea shortly after the release
of the budget; this year’s package is s12.00. For further information,
write to Government Division (Be-57), Bureau of Economic Analysis, U.S.
Department of Commerce, Washington, pc 20230, or call (202) 606-9775.

Table 1.—Economic Assumptions Underlying the Budget

Calendar year

1994 | 1995 | 1996

Billions of dollars

Gross domestic product:
Current dollars
1987 dollars

6,735 7,117| 7,507
5337| 5488 5,622

Incomes:
Personal income
Wages and salaries ...........
Corporate profits before taxes

5691| 6,026| 6,366
3273| 3429| 3,610
522 544 572

Percent change from
preceding year

Gross domestic product in current dollars:
Annual average

6.2 5.7 55
Fourth quarter .

Gross domestic product in 1987 dollars:
Annual average
Fourth quarter

[l g
[ X3

Consumer Price Index:
Annual average ..
Fourth quarter ...

2.6 31 3.2
2.8 32 3.2

Unemployment rate (pre-1994 basis): 2
Annual average ..
Fourth quarter ...

1 5.8 5.9
8 6.0 5.8

Interest rate (annual average): 3
91-day Treasury bills
10-year Treasury notes

Source: The Budget of the United States Government, Fiscal Year 1996.

1. Consumer Price Index for all urban consumers.

2. Percent of labor force, including armed forces residing in the United States.
3. Average rate on new issues within a year.
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(seasonally adjusted annual rates).” Inflation re-
mained low throughout the year; the Consumer
Price Index rose only 2.7 percent. However, to
head off potential inflationary pressures, the Fed-
eral Reserve Board tightened monetary policy by
raising its target for the Federal funds rate six
times in 1994, for a cumulative increase of 2.5
percentage points.

The administration forecasts that real gpe will
increase 2.4 percent during 1995 and 2.5 percent
during 1996, compared with a 3.6-percent in-
crease during 1994 (table 1). (These changes are
from fourth quarter to fourth quarter.) Infla-
tion as measured by the increase in the Consumer
Price Index is forecast to be 3.2 percent during
both 1995 and 1996, compared with 2.8 percent
during 1994. The unemployment rate is forecast

3. The economic assumptions are based on incomplete 1994 information
that may differ from the currently published information.

Table 2.—Relation of Current-Services Estimates to the
Budget

[Billions of dollars]

Fiscal year

1995 | 1996

Receipts

Current SErVICES ESHMALES ......ceveveeveveeererereeiee et eseessnens 1,4185
Plus: Proposed legislation:
Tax credit for dependent children ...
Tax deduction for education/training ...
Expand individual retirement accounts

-35

Subtotal: Middle-Class tax Cut ........cocveeeerreeneeerrneens

Deter expatriation tax avoidance ...
Tighten rules for taxing foreign trusts ..
Increase empowerment zones ........
Reduce excise taxes on vaccines ..........
Expand fees collected under securities 1aws ................. 1 3
Assess fees for examination of Federal Deposit
Insurance Corporation-insured banks
Modify federal pay raise ... -1
Extend environmental taxes
INCOME ..o

Equals: The DUAGEL ......ccoveuiveirericieeee e
Outlays
CUrrent SErvices ESHMALES ........c..vcuerereeriverineerieinesesseessiensseinns

Plus: Proposed program changes:

National defense 1.8 -7.6
S0CIAl SECUMLY .vvvvevevirrirerineierieeieniess s esesssensine | ereeeinens 6
Income security -5
Health ............. 2
Education, training, employment, and social services ... 2
Commerce and housing credit ........c.covveervenernereernenns -2
Natural resources and environment -3
Agriculture -2
General science, space -1
International affairs -4
Energy ... -3
Transportation ..... -1.0
ADMINIStration of JUSHICE ... | e 11
Community and regional development 7 27
Undistributed offsetting receipts ...... VR [ -1.0
Other .....ccoevevrn [ I
Equals: The budget 1,538.9( 1,612.1

Source: The Budget of the United States Government, Fiscal Year 1996.

to be 5.8 percent in 1995 and 5.9 percent in 1996,
close to the 1994 level of 6.1 percent.

Current-services estimates

Current-services estimates show what receipts
and outlays would be without policy change.
In concept, these estimates are neither recom-
mended amounts nor forecasts; they form a base
with which administration or congressional pro-
posals can be compared. The estimates are based
on the same economic assumptions as those
underlying the budget.

Budget receipts in fiscal year 1996 are $3.0
billion lower than the current-services estimate
of receipts, primarily reflecting the proposed
middle-class tax cut (table 2). Budget outlays
in 1996 are $7.0 billion lower than the current-
services estimate of outlays. The proposed re-
duction in spending mainly reflects decreases in
defense programs and savings from Government
reinvention. These savings are partly offset by
proposed increases in other functional areas, such
as a $2.7 billion increase in community and re-
gional development and a s1.1 billion increase in
administration of justice.

The budget estimates

Under the administration’s budget, receipts in
fiscal year 1996 increase $69.1 billion, or 5.1 per-
cent, to $1,415.5 billion. Receipts in 1995 are
$1,346.4 billion, up 7.1 percent from 1994. These
increases are largely due to assumed increases in
income resulting from both real economic growth
and inflation. The increase in 1996 is smaller
than that in 1995 because of the administration’s
proposed middle-class tax cut.

Budget outlays in fiscal year 1996 increase $73.2
billion, or 4.8 percent, to $1,612.1 billion (table 3).
Outlays in 1995 are $1,538.9 billion, up 5.3 per-
cent from 1994. The 1996 increase is the net
result of increases of $99.8 billion and decreases
of $21.8 billion. As in recent years, the majority
of the increase—84 percent—represents increases
in mandatory spending, such as net interest, and
in entitlement programs such as social security
and medicare. The largest increase in both 1995
and 1996 is in net interest. The largest decrease
in both years is in national defense.

The 1996 budget deficit is $196.6 billion, up $3.1
billion from 1995 (table 4). The increase reflects
an s11.4 billion increase in the current-services
budget deficit that is largely offset by proposed
administration cuts, primarily program cuts for
national defense. The budget deficit is smaller
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than the current-services deficit because of de-
creases in most Federal spending functions that
more than offset revenue losses from the middle-
class tax cut. In fiscal year 1995, the budget deficit
is larger than the current-services deficit because
of proposed increases in several Federal spending
functions.

NIpA estimates for the Federal sector

The Bureau of Economic Analysis prepares esti-
mates of the Federal sector on the ~1ra basis that
are consistent with the budget estimates. Esti-
mates of the Federal sector, which are integrated
conceptually and statistically with the rest of the
nipA’s, differ in several respects from the budget
estimates; unlike the budget estimates, these es-
timates exclude financial transactions, such as
loans, and they record categories of receipts and
expenditures on a timing basis different from
that of the budget.* Table 4 summarizes the dif-
ferences between the current services estimates,
the administration’s budget, and the budget es-
timates on the ~ipa basis. Table 5 shows the
relation between budget receipts and ~ipa re-
ceipts, and table 6 shows the relation between
budget outlays and ~1pa expenditures.’

Federal receipts on the n1pa basis increase $68.3
billion in fiscal year 1996, to $1,504.0 billion, re-
flecting a $71.3 billion increase from higher tax
bases and a $0.8 billion increase from other tax
changes (table 7). These increases are partly off-
set by the proposed middle-class tax cut (3.8
billion). The increase in total receipts slowed for
the second consecutive year in 1996, reflecting
slower growth in personal tax and nontax receipts
and in contributions for social insurance. The
growth in corporate profits tax accruals levels out
in 1996 after decelerating in 1995. Chart 1 shows
the components of receipts on the ~ipa basis for
1986—96.

Federal expenditures on the n1pa basis increase
$82.5 billion in fiscal year 1996 to $1,691.9 billion
(table 8). Federal expenditure growth decelerates
slightly in 1996 because of slower growth in net
interest paid, nondefense purchases, and grants-
in-aid to State and local governments (chart 2);

4. For a detailed discussion of the differences, see|Government Trans-
actions, niea Methodology Paper Series mp-5 (November 1988). (mp-5 is
available from the National Technical Information Service, Accession No. s
90-118480.) In addition, the comprehensive n1pa revision released in Decem-
ber 1991 made several changes to the definitions and classifications used_to
measure the Federal sector. All of these changes are discussed in detail in|“A
Preview of the Comprehensive Revision of the National Income and Product
Accounts: Definitional and Classificational Changes,” |SUurvEY OF CURRENT
Busingss 71 (September 1991):23- 31.

5. The relation of budget receipts and outlays to nipa receipts and ex-
penditures is shown in n1pa table 3.188, last published|in the September 1994
SURVEY.

the growth in transfer payments remains robust.
Transfer payments increase s47.1 billion—s20.4
billion for medicare and s17.3 billion for social

Table 3.—Budget Outlays by Function

[Billions of dollars]

Fiscal year
Change from preceding
1993 | 1994 | 1995 | 1996 year
1994 1995 1996
Budget outlays ... 1,408.2| 1,460.9| 1,538.9| 1,612.1 52.7 78.0 732
National defense . 2911 281.6| 271.6| 2614 -95| -10.0f -10.2
Social security . 304.6| 319.6| 336.1| 3545 15.0 16.6 18.4
Net interest ...... 198.8| 203.0( 2342| 257.0 42 313 228
Income security 207.3| 2140| 223.0| 2232 6.7 9.0 10.1
Medicare ..... 130.6| 1447 157.3| 1778 14.1 125 205
Health 994 107.1| 1151| 1240 17 8.0 8.9
Education, training, employment, and social
SEIVICES eovirerresrierieescies s siesies 50.0 46.3 56.1 57.2 =37 9.8 11
Veterans benefits and services .. 35.7 376 384 38.1 19 8 -0.3
Commerce and housing credit ... =22.7 -51| -12.0 -1.6 17.6 -6.8 44
Natural resources and environme 20.2 211 21.9 21.8 9 8 -1
Agriculture ........ 204 15.1 144 13.6 -53 =7 -8
General science 17.0 16.2 17.0 16.9 -8 8 -1
International affairs ... 16.8 17.1 18.7 16.7 3 16 -2.0
ENergy ............ 43 5.2 4.6 4.4 9 -6 -2
Transportation ...... 35.0 381 39.2 38.6 31 1.0 -5
Administration of justice 15.0 15.3 17.6 19.7 3 24 21
General government ........... 13.0 11.3 145 14.6 -1.7 32 1
Community and regional development ........... 9.1 105 12.6 12.8 14 21 2
Undistributed offsetting receipts and
AllOWANCES ... =374| -37.8| -414| -426 -4 -3.6 -13
Addenda:
Social security, net interest, health and
medicare 634.0 667.3| 727.7| 789.4 333 60.4 61.7
All other functions 7742 7936 811.2| 8227 194 17.6 115

Source: The Budget of the United States Government, Fiscal Year 1996.

Table 4.—Current-Services, Budget, and NIPA Estimates of Federal Government
Receipts and Expenditures
[Billions of dollars]

Fiscal year

Actual Estimates Change

1994 1995 1996 1995 1996

Current services estimates

1,257.7| 1,346.4( 14185 88.7 72.1
1,460.9| 1,5355(1,619.1 74.6 83.6
-203.2| -189.1| -200.6 140| -114

Receipts
Outlays ........
Surplus or deficit

)

Receipts 1,257.7| 1,346.4| 14155 88.7 69.1
Outlays ........ .| 1,4609| 1,538.9| 1,612.1 78.0 73.2
SUrpIUS OF dEfiCit (=) ovvvrvvereeereeeee s -203.2| -192.5| -196.6 10.7 -4.1

National income and product accounts

Receipts 1,349.4| 14357 1,504.0 86.3| 683
Outlays .| 15219| 1,609.4| 1,691.9 875 825
SUIPIUS OF AEfiCt (=) woovveeeieeece e -1725| -173.7| -187.9 -1.2| -14.2
Differences
Current services estimates less administration budget
Receipts 0 0 3.0 0 3.0
Outlays 0 -34 7.0 =34 10.4
Surplus or deficit (=) 0 34| —40 34| 74
Administration budget less national income and product
accounts
Receipts -91.7| -89.3| -885 24 8
Outlays . —61.0 =705 -79.8 -9.5 -9.3
SUrpIUS OF AEfiCt (=) wouevvceieeeeicee e -30.7 -18.8 -8.7 11.9 10.1

Sources: The Budget of the United States Government, Fiscal Year 1996 and the Bureau of Economic Analysis.
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security (of which s10.2 billion is cost-of-living
adjustments). Other large increases include net
interest paid (s$21.5 billion), grants-in-aid to State

Table 5.—Relation of Federal Government Receipts in
the NIPA’s to Receipts in the Budget

[Billions of dollars]

and local governments for medicaid ($7.5 billion),
and nondefense purchases (ss.3 billion). National
defense purchases decrease $3.7 billion, reflecting

Table 7.—Sources of Change in Federal Government
Receipts, NIPA Basis

[Billions of dollars]

Fiscal year

1994 1995 | 1996

Budget receipts ... 1,257.7| 1,346.4| 1,4155

Less: Coverage differences® ............cooevvrmerverrenrrenns 2.0 21 2.2

Plus: Netting and grossing differences:
Contributions to government employees

retirement funds ........cocoevreniininnninns 56.9 58.0 60.2
Taxes received from the rest of the
world 2 ... =27 =27 =27

Other® 307| 306| 286

Timing differences:
Corporate income tax
Federal and State unempl

iNSUFANCE taXES .....vvvuervvveevivisriiiiniins -15 -2 1
Withheld personal income tax and

9.0 18 14

social security contributions 11 42 29

Excise taxes 1 -8 2

Other 1 3 -1

Equals: Federal Government receipts, NIPA’s ... | 1,349.4| 1,435.7 | 1,504.0

Sources: The Budget of the United States Government, Fiscal Year 1996 and the Bureau
of Economic Analysis.

1. Consists largely of contributions of social insurance by residents of U.S. territories and
Puerto Rico.

2. Taxes received from the rest of the world are included in the budget and netted against
expenditures (transfer payments) in the NIPA's.

3. Consists largely of proprietary receipts that are netted against outlays in the budget and
classified as receipts in the NIPA's.

Table 6.—Relation of Federal Government Expenditures
in the NIPA’s to Outlays in the Budget

[Billions of dollars]

Fiscal year

1994 1995 1996

Budget outlays .. 1,460.9| 1,538.9| 1612.1

Less: Coverage differences:

Geographic* . 8.8 9.3 9.2
Other 2 -6 -1 -12
Financial transactions
Net lending .......... 12.6 16.5 9.1
Deposit insurance -2.0 -83 -3.8
ther ... -17 -21 -29
Net purchases of land:
Outer Continental Shelf ... -2 -2 -2
[0]11-1 S 2 2 2
Auction of radio SPECIrUM ..o | wvvvvvriins -44 -4.6
Plus: Netting and grossing differences:
Contributions to government
employees retirement funds .......... 56.9 58.0 60.2
Taxes received from rest of the
world 3 ... =27 =27 -2.7
Other4 ... 30.7 30.6 28.6
Timing differ :
National defense purchases ... -3 .6 47
Other ......... -53 -2.8 =32
Miscellaneous -11 -23 -2.0
Equals: Federal Government expenditures,
NIPA'S oo 1521.9( 1,609.4| 1,691.9

Sources: The Budget of the United States Government, Fiscal Year 1996 and the Bureau
of Economic Analysis.

1. Consists largely of transfer payments, subsidies, and grants-in-aid to residents of U.S.
territories and Puerto Rico.

2. Consists of agencies not included in the budget, and includes net purchases of silver
and minor coins.

3. Taxes received from the rest of the world are included in the budget and netted against
expenditures (transfer payments) in the NIPA's.

4. Consists largely of proprietary receipts that are netted against outlays in the budget, and
classified as receipts in the NIPA's.

Change from preceding fiscal

year

1994 1995 1996
Total receipts 108.1 86.3 68.3
Due to tax bases ... 108.1 86.3 71.3
Due to proposed legislation 0 0 -3.0
Middle-Class tax CUL ..o | v 0 -3.8
Other 0 0 8
Personal tax and nontax receipts . 40.3 46.5 38.8
Due to tax bases .............. 40.3 46.5 426
Due to proposed legislation . 0 -35
Middle-class tax cut .. 0 -3.8
Other 0 3
Corporate profits tax accruals ... 9.3 6.3
Due to tax bases ............. 9.3 5.7
Due to proposed legislation .. 0 .6
Indirect business tax and nontax accruals ......... 10.4 .6 -3
Due to tax bases 104 .6 -2
Due to proposed 1egiSIation .........ccccovevivecrns | orrvrirnnnne 0 -1
Contributions for social insurance . 30.9 29.9 234
Due to tax bases ... 30.9 29.9 234

Due to proposed 1egisIation ...........ccouevviiiee | ovrniirinn 0 0

Sources: The Budget of the United States Government, Fiscal Year 1996 and the Bureau
of Economic Analysis.

Table 8.—Sources of Change in Federal Government
Expenditures, NIPA Basis

[Billions of dollars]

Change from preceding
fiscal year

1994 | 1995 | 1996

Total eXPenditUresS ..o 26.5 87.5 825

-11.1 31 16
-10.8 =-7.1 -3.7

Purchases
National defense

Pay raise and locality pay* .. B I 2.6 46
Other .......... .| -108| -9.7| -83
Nondefense . -5 10.2 53
ise and locality pay? ........cooeerevrimmerres | covveerennns 1.7 2.9

-5 8.5 24

22.8 36.8 471
148 16.3 173
16.1 14.8 20.4
15 1.3 2.6
24 21 3.0
16 5.8 34

Transfer payments
Social security
Medicare ............
Supplemental security income
Federal employee retirement ...
Earned income and child care credits .

Veterans benefits ... 2 11 -9
-8.7 -5.1 18
-5.1 5 -5
Grants-in-aid to State and local governments .......... 17.2 15.7 12.9
Medicaid ..... 6.3 6.4 75
Education .6 20 -7
Highways ... 2.3 5 2
Health care 4 8 2
Food and nutrition . 6 1.2 6
Other ... 7.0 48 5.1
Net INterest Paid .........coceveveverrneeriereeeseeies 35 304 215
Subsidies less current surplus of government
enterprises -5.9 14 -5
Agriculture subsidies . =37 -3 13
Housing subsidies . -2 12| -18
Other subsidies 5 9 -6
Less:  Current surplus of government
enterprises:
Postal Service ... 3 -7 1
Other 2.2 11 =7

Source: Bureau of Economic Analysis
1. Consists of pay raises and locality pay beginning in January 1994.
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the continuing decline in procurement of military
equipment. Subsidies less the current surplus
of government enterprises decrease so.5 billion.
Chart 3 shows the components of expenditures
on the N1ra basis for 1986—96.

National defense outlays in the budget differ
from national defense purchases in the n1pa’s (see
table 9) for three principal reasons. First, some
defense outlays, such as disbursements for for-

CHART 1

Federal Government Receipts,
NIPA Basis

Billion $
700

600
Personal Tax and Nontax Receipts

500
400 Contributions for Social Insurarice
300
200 Corporate Profits Tax Accruals
- - -
100 e TTTT T
~ indirect Business ﬁx;nd Nontax Accruals
| | | | | | | | | |
0
1986 87 88 89 90 91 92 93 94 95¢ 96*

*Estimates by BEA Fiscal Years

U.S. Department of Commerce, Bureau of Economic Analysis

CHART 2

Changes in Federal Government
Expenditures, NIPA Basis

Billion $
-20 0 20 40 60 80 100
|
TOTAL
National l
Defense
Purchases
|
Nondefense
Purchases
]
Transfer
Payments
|
Net Interest Fiscal Years
Paid 1996+
1995+
B 1994
All Other

*Estimates by BEA
U.S. Department of Commerce, Bureau of Economic Analysis

eign military sales, are not treated as purchases
in the ntea’s. Second, a timing difference exists
because the nipa’s are on a delivery basis, while
budget outlays are on a cash basis. Third, the
two series treat the financing of the military re-
tirement program differently. In defense outlays,
this item is measured as a cash payment from the
military personnel appropriation account to the
military retirement trust fund; in the N1pa’s, total
military retired pay is used as the measure of the
retirement program’s cost. At present, the budget
measure of the retirement program shows a de-

CHART 3

Federal Government Expenditures,

NIPA Basis

Billion $
800

Transfer Payments
700
600
500
400 All Other -
300 "
/_////>\\
200 | ————— —— 7 National Defense Purchase/s -
o >
00 | —— 77 Net Interest Paid
0 I I | | | | | | | |
1986 87 83 89 90 91 92 93 94 95¢ 96*

Fiscal Years
*Estimates by BEA

U.S. Department of Commerce, Bureau of Economic Analysis

CHART 4

Federal Fiscal Position,
Surplus or Deficit (-)

Billion $
0

-50
NIPA
-100
-150
-200 Budget
-250

-300

50
1986 87 88 89 90 91 92 93 94 95*
Fiscal Years

96*

*Estimates by OMB and BEA
U.S. Department of Commerce, Bureau of Economic Analysis

February 1995
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cline because of a reduction in military payrolls,
but the n1pa series shows an increase because of
the rising number of retirees and higher benefits.

The deficit for fiscal year 1996 on the n1pa basis
increases $14.2 billion after increasing only s$1.2
billion in 1995. This acceleration is primarily
due to slowdowns in the growth of personal tax
and nontax receipts and of contributions for so-
cial insurance. Since 1988, the nipa deficit has
remained smaller than the budget deficit primar-
ily because lending transactions and payments to
residents of U.S. territories and Puerto Rico are

Table 9.—Relation of National Defense Purchases in
the NIPA's to National Defense Outlays in the Budget
[Billions of dollars]

Fiscal year
1994 1995 1996
National defense outlays in the budget ................ 282.0| 2716| 2614
Department of Defense, military 268.6| 260.3| 250.0

Military personnel ......... 73.1 70.7 66.2
Operation and maintena

Procurement ... 614| 47| 486

Aircraft ... 188 16.3 145

Missiles 5.4 5.4 4.9

Ships ......... 9.1 8.1 73

Weapons ... 5.0 4.4 3.8

Ammunition 1.0 13 1.0

Other 21.8 19.2 17.1

Research, d 34.8 35.1 353

(013 R 11.9 9.6 8.4

Atomic energy and other defense-related activities 13.3 11.3 114

Plus:  Military assistance purchases ... 2 2 2
Less: Grants-in-aid to State and local

governments and net interest paid ............ 29 27 28

Timing difference ........ccovevvivvnenns 0 -7 -46

Military retired pay adjustment -139| -149| -17.0

Other differences ... -24 -3.8 -44

Equals: National defense purchases, NIPA's ......... 295.6| 288.5| 284.8

Sources: The Budget of the United States Government, Fiscal Year 1996 and the Bureau
of Economic Analysis.

removed from the expenditures on the ~tpa basis
(chart 4).

Quarterly pattern.—Quarterly estimates of nNipa
receipts and expenditures that are consistent with
the fiscal year receipts and outlays in the budget
are shown in table 10. Receipts reflect the quar-
terly pattern resulting from enacted and proposed
legislation that would decrease personal and ex-
cise taxes and increase corporate taxes; they also
reflect the administration’s projected quarterly
pattern of wages and profits. Expenditures re-
flect the quarterly pattern resulting from enacted
and proposed legislation that would reduce de-
fense purchases, adjust Federal pay, and provide
for cost-of-living increases in social security and
in Federal employee retirement benefits.

The deficit shows an upward trend from the
first quarter of 1995 through the third quar-
ter of 1996. It grows in the first quarter of
1995, driven by an increase in net interest paid,
the social security cost-of-living adjustments (2.8
percent), the Federal civilian pay increase (2-
percent pay raise and o.6-percent locality dif-
ferential), and the Federal military pay raise
(2.6 percent). The deficit plummets in the sec-
ond quarters of both 1995 and 1996, reflecting
surges in personal tax collections for deferred
1993 tax payments. These personal tax liabili-
ties, which were retroactively imposed in 1993,
can be spread without penalty over the 1994,
1995, and 1996 tax years. The deficit returns to
trend in the third quarters of 1995 and 1996, re-
flecting a normalization of personal tax payment
levels.

Table 10 follows. lef
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Table 10.—Federal Government Receipts and Expenditures, NIPA Basis
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]
Fiscal year estimates * Calendar year Published Estimates
Pub- | Esti- 1994 1995 1996
1994 | 1995 | 1996 | lished | mate
1994 | 1995 | Il 1] v | ] 1l v | Il 1]
RECEIPLS vt 1349.4| 1435.7| 1504.0| 1377.8| 1448.9| 1337.5| 1380.8| 1388.8| 1404.2| 1425.0| 1458.6| 1450.0| 1461.9| 1480.1| 1520.4| 1522.5
Personal tax and nontax receipts .. 552.1| 5986| 637.4| 565.6| 6059 550.2| 571.1| 566.9| 574.3| 587.0| 617.3| 605.7| 613.4| 626.2| 654.2| 642.7
Proposed 1egiSIation ... | v | v -35 0 0 | v | e | v | e | v | e | e | -41| -43| -46
(0111151 SR 552.1| 5986| 640.9| 565.6| 6059| 550.2| 571.1| 566.9| 5743| 587.0| 617.3| 6057 613.4| 630.3| 6585| 647.3
Corporate profits tax accruals 2 .. 161.2| 1705| 176.8| 166.0| 171.3| 151.8( 166.3| 172.4| 1733| 1685| 169.5| 1722 1749| 1748| 177.2| 1804
Federal Reserve banks .. 18.6 240 24.6 18.3 24.7 16.0 16.9 18.0 223 238 24.7 25.1 253 245 243 243
Proposed IgiSIation ... | v | e 6 0 [N [RUSPOOPUROR ENPOROOROO [PPSR 0 0 0 1 T 7 7
Other 142.6| 146.5| 151.6| 147.7| 1465| 1358| 149.4| 1544| 151.0| 1447| 144.8| 147.1| 1495| 149.6| 152.2| 155.4
Indirect business tax and nontax accruals ... 93.3 93.9 93.6 91.2 94.1 90.4 90.4 91.9 91.9 94.0 94.1 94.1 94.1 93.6 934 93.2
Proposed [giSIation ... | vvevriiens | v -1 0 [ )N EUPPOOUPOROOR EROPPORPIORPURN [NPPOPPOOPIO VPURPOOPIOR EPTOUPIORPOPR ESVOPPOORPORTES INPPPORPORPOR) PSRRI -1 -1 -1
Other 93.3 93.9 93.7 912 9.1 90.4 90.4 919 91.9 94.0 9.1 94.1 9.1 93.7 935 933
Contributions for social insurance .. 542.8| 572.7| 596.1| 555.1| 577.7| 5451 553.0| b557.6( 564.7| 5755| 577.7| 578.0| 579.5| 5855| 595.6| 606.2
Social SECUY ....vvrvrrerierrirns 4346| 459.3| 480.7| 4210 463.2( 411.7| 4184| 4236| 430.1| 462.0( 462.8| 463.0| 4648 471.2| 479.9| 490.0
Tax on wages and salaries ... 408.6| 431.0| 451.8| 396.1| 4349| 387.0| 3936| 398.7| 405.2| 434.0| 434.6| 4346| 436.2| 4424| 451.0( 461.0
Base increases:

January 1995 .. 1 ) (R 5 .5 5 5 5 5 5
January 1996 ........cocoevevninnneeneennennn | e | e 0 | e v | e | e | v | v 16 1.6 1.6
Other ... 408.6| 430.9 4344\ 387.0| 393.6| 398.7| 4052 4335| 4341| 4341| 4357| 4403 4489 458.9
Tax on self-employ 26.0 283 283 24.7 248 249 249 28.0 28.2 284 28.6 28.8 289 29.0
Base increases 3 15 15 3 3 3 3 15 15 15 15 17 1.7 17
Other ... 25.7 26.8 26.7 244 245 24.6 24.6 26.4 26.6 26.8 27.0 27.0 27.1 27.2
Supplementary medical insurance . 16.8 19.1 19.1 174 19.6 17.3 174 17.4 17.5 19.6 19.6 19.6 19.6 18.9 18.9 18.9
Unemployment insurance ... 272 28.6 29.0 284 28.6 28.1 28.2 284 29.0 28.1 285 28.8 28.8 28.8 28.9 29.0
Other 64.2 65.7 67.3 88.3 66.4 88.0 89.0 88.2 88.1 65.8 66.8 66.6 66.3 66.6 67.9 68.3
EXPENItUrES ..ouvvvicireieresie e 1627.4| 1513.7| 1525.9| 1542.8| 1568.8| 1598.1| 1620.3| 1635.1| 1656.2| 1677.2| 1686.6| 1729.8
Purchases ................ 436.5| 437.8| 4351| 444.3| 4318| 437.0| 437.8| 437.0| 4342| 441.6| 440.6| 4427
National defense .. . 288.8| 291.2 290.3| 285.9| 287.8| 283.6( 282.0
Pay raises and | . . . 8.2 8.5 8.5
January 1995 .. 35 35 35
January 1996 ... | v | 00 | 36| e | e [ v | v | e | e [ e [ e | v | e 4.7 5.0 5.0
Other ........ 2796 275.1| 2735
Nondefense .. 153.8| 157.0| 160.7
Pay raises and locality pay 59 6.2 6.2
January 1995 .. 2.3 23 2.3
January 1996 .. 3.6 3.9 39
Other 1479| 150.8| 1545
Transfer payments (net) 751.7| 764.6| 776.6
To persons ... 743.4| T755.6| 766.3
Social security . 344.1| 3455| 346.8
Regular ........ 3247 326.0| 327.2
Benefit increases 194 195 19.6
January 1995 .. 9.1 9.1 9.2
January 1996 ... | e [ | T8 i | i | e | e [ e [ | v | i | e | i 10.3 10.4 10.4
Medicare ...... . 189.1| 197.2| 2057
Unemploymen: . 235 23.2 23.0
State programs .......... . 22.7 225 224

Emergency compensation ... . 0 0 0
Federal and railroad employees 8 .8 7 T .8 .8 8 7 .6
Federal employee retirement ..... 63.7 65.8 65.0 66.6 66.2 66.5 67.3 70.3 713
Civilian ..... 36.7 38.2 3717 38.6 38.6 38.8 394| 410 415
Military ..... 27.0 27.6 273 279 275 21.7 28.0 29.3 29.8
Veterans benefits 19.4 20.5 20.6 20.7 20.8 204 20.3 194 18.2
Life insurance .. 18 2.0 19 2.0 21 21 21 20 19
Pensions and disability 16.7 172 175 17.2 16.9 16.6 16.7 16.2 15.7
Readjustment ...... 9 13 12 15 1.8 17 15 11 .6
Railroad retirement .. 8.0 8.1 8.0 8.1 8.2 8.0 8.3 8.1 17
Military medical insurance .. 24 27 2.7 2.7 2.7 2.7 2.7 26 25
Food stamps ........ 227 234 235 232 229 23.6 239 244 25.1
Black lung benefits .. 17 17 17 19 19 2.0 19 16 11
Supplemental security income ... 218 23.1 23.3 233 233 23.6 25.1 26.2 21.7
Earned income and child care cr 11.0 16.8 16.8 16.8 16.8 16.8 20.2 20.2 20.2
All other ......ccovvviineniinne: 16.3 16.8 16.9 17.0 16.9 17.2 171 17.1 17.0
To rest of the world (net) ... 13.8 12.6 9.0 8.9 8.8 173 8.3 9.0 10.3




74 e February 1995

Table 10.—Federal Government Receipts and Expenditures, NIPA Basis—Continued

SURVEY OF CURRENT BUSINESS

[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year estimates * Calendar year Published Estimates
Pub- | Esti- 1994 1995 1996
1994 | 1995 | 1996 | lished | mate
1994 | 1995 | Il 1] v | ] 1l \% | Il 1]
Grants-in-aid to State and local governments ... 1979 213.6| 2265 197.2| 217.1| 190.0| 1944| 200.3| 204.1| 213.2| 215.6| 218.8| 220.8| 2244| 2284| 2324
Highways .........ccooeeeet 18.0 185 18.7 18.1 18.2 18.3 18.1 185 175 18.1 18.1 18.1 185 185 18.7 19.0
Public assistance . 101.0( 108.5| 117.1| 101.4| 1103 97.0| 1009( 101.2( 106.5| 108.0| 108.8| 110.9| 113.6 116.0| 1184| 1205
Medicaid .......... 81.9 88.3 95.8 82.3 90.0 780| 83.6 81.9 85.9 87.9 89.0 90.4| 928 94.9 96.9 98.7
Aid to families with dependent children 16.4 17.2 18.0 16.2 17.4 16.7 145 16.4 174 17.2 172 174 17.6 178 18.1 184
Social services ... 2.7 3.0 33 2.8 3.0 23 2.8 2.9 3.2 2.9 2.6 31 3.2 33 34 34
Education ................. 16.1 18.1 174 16.1 18.1 15.0 16.1 17.3 16.2 18.2 18.2 184 174 17.3 174 17.6
Community development . 43 5.4 5.7 38 5.9 36 37 4.0 4.0 58 5.8 6.3 55 5.6 5.7 5.8
Mass transit ................ 25 2.8 2.5 24 2.7 22 22 2.2 3.0 28 2.8 2.7 26 2.5 25 25
Environmental protection . 19 21 21 19 2.1 2.0 2.0 19 19 21 21 2.1 2.1 21 2.1 2.1
Food and nutrition ... 11.3 125 131 11.7 128 11.2 115 124 11.7 126 12.7 13.0 12.7 13.0 132 134
Health care .. 6.9 7.7 7.9 7.0 7.8 8.5 53 7.1 6.9 7.6 7.9 7.9 7.7 7.8 7.9 8.1
All other 35.9 38.2 42.1 34.8 39.3 323 34.7 35.8 364 380 39.2 394| 40.7| 416| 425 434
Net interest paid ... 187.0| 217.4| 238.9| 191.6| 2265 179.3| 188.8| 194.4| 2039| 213.7| 224.8| 2313| 236.0| 230.7| 224.8| 249.9
Subsidies less current surplus of government
enterprises 27.6 29.0 285 29.5 285 35.1 313 20.9 30.7 284| 284 28.2 28.8 28.8 28.2 282
Agriculture subsidies 9.0 8.7 10.0 7.6 8.9 12.3 8.9 5 8.8 8.4 84 9.2 9.6 10.0 10.0 10.4
Housing subsidies 211 223 205 231 217 225 231 232 236 22.0 22.0 216 212 204 204 20.0
Other subsidies 2.3 32 26 25 34 3.0 2.6 22 2.3 3.8 36 3.2 2.8 2.8 24 24
Less: Current surplus of government enterprises:
Postal Service . 6 -1 0 =7 3 -6 -6 -3 -15 6 3 2 0 0 0 0
Other 4.2 5.3 46 45 5.2 32 39 5.3 55 5.2 5.3 5.6 48 44 46 4.6
Less: Wage accruals less disbursements ...........cccccoveeae 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
Surplus or defiCit (=) oo -172.5| -173.7| -187.9| -160.0| -178.5| -176.2| —145.1| —-154.0| -164.6 -173.1| —161.7| —185.1| -194.3| -197.1| -166.2| —207.3

Sources: The Budget of the United States Government, Fiscal Year 1996 and the Bureau of Economic Analysis

1. Fiscal year estimates are the sum of quarterly totals not seasonally adjusted.

2. BEA's estimate of corporate profits tax accruals for the fourth quarter of 1994 is not available until the release
of the final estimates of Gross domestic product on March 31, 1995. The value shown is taken from The Budget.

3. The Budget of the United States Government, Analytical Perspectives, Fiscal Year 1996, “National Income
and Product Accounts”, page 267 contains incorrect estimates of subsidies less current surplus of government enter-
prises (SCS); the SCS estimates also carried through to the budget estimates for total expenditures and the deficit.
The differences between the estimates of SCS shown in The Budget and those shown in table 10 (above) are

shown below:
Fiscal year Calendar year
1995 1996
1994 | 1995 | 1996

] 1] \% Il I}
Subsidies less current
surplus of government
enterprises, Budget ... 276 29.0 319 284| 276( 288| 3L2| 316| 324| 324
Amount of correction 0 0 -34 0 . -6| -24| -28| -42| -42
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