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BY THE COMPTROLLER GENERAL T q  Is1: 

Report ToThe Congress 
OF THE UNITED STATES 

Federal Budget Totals Are Understated 
Because Of Current Budget Practices 

The Government’s practice is to offset (sub- 
tract) certain types of revenues when com- 
puting and reporting budget outlay and reve- 
m e  totals. This understatesoutlay and revenue 
totals since they are reported on a net rather 
than gross basis. Additionally, budget totals 
are further underreported because of the 
off-budget status of certain Federal activities. 
GAO believes that budget totals would be more 
meaningful if these offsetting and off-budget 
practices were eliminated. If these changes 
were made: 

-total outlays would be about $120 

-total revenues would be about $102 

-the deficit would be about $18 billion 

b i LI ion higher, 

billion higher, and 

higher. 

Fully disclosing total levels of Federal acti- 
vities would allow the Congrefir to more ef- 
fectively exercise control over the Federal 
budget. 
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The President  of t h e  Senate and t h e  
Speaker of t h e  House of  Representat ives  

T h i s  is  one i n  a s e r i e s  of r e p o r t s  by GAO on budgetary 
concepts and procedures t h a t  w e  be l i eve  should be reexamined. 
T h i s  r epor t  concerns a longstanding budget concepts i s s u e  on 
t h e  proper budget treatment of business- l ike revenue 1/ from 
the publ ic .  The r epor t  a l s o  addresses  how t h e  continuing o f f -  
budget s t a t u s  of c e r t a i n  Federal a c t i v i t i e s  s i m i l a r l y  produces 
underreported buayet t o t a l s .  We cont inue to bel ieve  t h a t  
the  Government’s p r a c t i c e  of o f f s e t t i n g  ( s u b t r a c t i n g )  Federal 
business- l ike revenue from budget t o t a l s  s i g n i f i c a n t l y  under- 
s t a t e s  ou t l ay  and revenue t o t a l s  and t h a t  off-budget a c t i v i -  
t i e s  should be re turned t o  on-budget s t a t u s .  

The following d a t a  show how e l imina t ing  the  o f f s e t t i n g  
and off-budget p r a c t i c e s  would a f f e c t  budget t o t a l s .  The  

Base budget t o t a l s - -  
Outlays Revenue 

Net cash  
flow 

FY i g s i  e s t ima tes  
( w i t h  ne t  r e p o r t i n g )  $615.8 $600 .0  $ 4 5 .  a 

Return off-budget e n t i -  
t i e s  t o  u n i f i e d  budget 
( w i t h  ne t  r e p o r t i n g )  + 1 8 . 1  - -18.1 

Report business- l ike 
revenue o n  a g ross  
bas i s :  
--on-budget e n t i t i e s  + 7 0 . 1  + 7 0 . 1  - 
--off-budget e n t i t i e s  + 31.5 + 31.5 - 

Alterna t ive  “ g r o s s  
r epo r t i ng ‘I budget 
approach $735.5 $701 .6  $-33.9 

- l /Federal  bus iness- l ike  revenue r e s u l t s  from market-oriented 
a c t i v i t i e s  o f  the  Government ( f o r  example, loan repayments, 
i n t e r e s t ,  s a l e  o f  property and products ,  charges f o r  non- 
regula tory  s e r v i c e s ,  and r e n t s  and r o y a l t i e s ) .  
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base amounts ( i n  b i l l i o n s  of d o l l a r s )  a r e  f i s c a l  year 1931  
e s t ima tes  contained i n  t h e  1981  b u d g e t  ( r e l eased  i n  January 
1 9 8 0 ) .  

Federal b u s i n e s s - l i k e  revenue from t h e  publ ic  i s  o f f s e t  
from budget a u t h o r i t y  I/ and o u t l a y  t o t a l s  (and n o t  i n c l u d e d  
i n  Government revenue t o t a l s ) .  Therefore,  only t h e  ne t  
amounts a r e  i n c l u d e d  i n  budget summary t a b l e s  and congres- 
s i o n a l  r e so lu t ions .  For example, t h e  Emergency Mortgage 
Purchase Assis tance Fund i n  t h e  Government National Mortgage 
Association is  pro jec ted  t o  rece ive  $ 1 . 4  b i l l i o n  i n  bus iness -  
l i k e  revenue from t h e  publ ic  fo r  f i s c a l  year 1981.  The 
$ 1 . 4  b i l l i o n  was subt rac ted  from t h e  g r o s s  ou t l ay  t o t a l  of  
$1 b i l l i o n  t o  a r r i v e  a t  a -$0.4 b i l l i o n  n e t  ou t l ay  t o t a l  
reported i n  t h e  var ious  budget  t a b l e s .  

A s  shown i n  enclosure 111, e l imina t ing  o f f s e t t i n g  and 
off-budget p r a c t i c e s  would increase  t h e  $600 b i l l i o n  revenue 
t o t a l  by almost $102  b i l l i o n .  Excluding such major spending  
amounts is a matter of s e r ious  concern because such budget 
p r a c t i c e s  weaken t h e  budgetary process  and reduce t h e  
Congress' a b i l i t y  t o  e s t a b l i s h  na t iona l  spending p r i o r i t i e s  
under t h e  Congressional Budget Act of 1974 .  Furthermore, t h e  
excluded amounts a r e  now so  l a r g e  t h a t  t h e y  l i m i t  t h e  un i f ied  
budget ' s  usefu lness  a s  t h e  c o n t r o l l i n g  device.  

I n  add i t ion  t o  t h e  major conceptual problems these  
p r a c t i c e s  c r e a t e  by understat ing ou t l ay  and revenue t o t a l s ,  
we noticed another problem assoc ia ted  w i t h  t hese  pract ices--  
permanently earmarked b u s i n e s s - l i k e  revenue received from 
t h e  publ ic .  For example, business- l ike revenue r e s u l t i n g  
from t h e  s a l e  o f  power by t h e  Tennessee Valley Authority 
(TVA) is  permanently earmarked fo r  s p e n d i n g  by t h e  TVA t o  
finance i t s  cyc le  of business- l ike opera t ions .  T h e  f i s c a l  
year 1 9 8 1  b u d g e t  p r o j e c t s  over $76 b i l l i o n  (government-wide) 
i n  o f f s e t t i n g  c o l l e c t i o n s  t o  be earmarked f o r  ou t lay  without 
cu r ren t  ac t ion  by t h e  Congress. 

Some of t h e  laws t h a t  permit earmarking o f  business- l ike 
revenue without c u r r e n t  congressional  ac t ion  a r e  extremely 
o ld .  The Congress s h o u l d  enact  au thor iz ing  l e g i s l a t i o n  
so t h a t  earmarked business- l ike revenue w i l l  have e i t h e r  an 

- l/Budget a u t h o r i t y  i s  a u t h o r i t y  provided by law t o  en te r  i n t o  
o b l i g a t i o n s  t h a t  w i l l  r e s u l t  i n  immediate or f u t u r e  ou t l ays  
involving Government f u n d s ,  except t h a t  such term does not  
include a u t h o r i t y  t o  insure  o r  guarantee t h e  repayment o f  
indebtedness incurred by another person or  government. T h e  
bas i c  forms of budget a u t h o r i t y  a r e  appropr ia t ions ,  con t r ac t  
a u t h o r i t y ,  and borrowing au tho r i ty .  
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expiration or required review date. We believe the amount 
cf authority should be specified through normal appropriation 
action and included as an element of budget authority. 

REPORT OBJECTIVES 

In a report entitled "Revolving Funds: Full Disclosure 
Needed for Better Congressional Control" (PAD-77-25) August 
30, 1977, we first analyzed the impact offsetting practices 
have on budget outlay totals for public enterprise revolving 
funds. We stated in that report that presenting Federal 
business-like transactions with the public in gross figures 
would more accurately present the magnitude of Federal spend- 
ing. We noted that offsetting excluded an estimated $28 bil- 
lion in outlays for public enterprise revolving funds alone 
from the budget totals for fiscal year 1977. 

The Office of Management and Budget (OMB) in responding 
to our 1977 and subsequent reports disagieed with our recom- 
mendation to discontinue offsetting. They argued that imple- 
menting such a recommendation would result in varying budget 
treatment of outlays currently affected by business-like 
revenue because of differences in account classification. 
Public enterprise revolving fund account outlays would be 
treated on a gross outlay basis, while other outlays currently 
offset by similar business-like revenue would continue to 
be reported on a net outlay basis. 'IQe agree that such incon- 
sistent treatment would not be desirable. We believe - all 
outlay totals currently affected by offsetting Federal 
business-like revenue from the public should be reported on 
a gross outlay basis in the budget documents. 

Therefore, we conducted this follow-on study to identify 
the magnitude of the offsetting practice in other areas be- 
sides public enterprise revolving funds. The results show 
that the reported outlays of on-budget activities are also ' 

understated because business-like revenue is offset from out- 
lays in two additional areas: (1) in other accounts, e,g. 
''general," ''special," etc., - 1/ and (2) in agency outlay 
totals. - 2 /  

- l/OMB's response to Qur earlier report did not mention the 
offsetting practice in these accounts. Qffsets here are 
termed offsetting "collections"--a subset of revenue going 
to appropriation accounts. 

- 2/0ffsets are offsetting "receipts"--a subset of revenue 
that goes to the Treasury. See enclosure I for a definition 
of these terms and to see where these subsets of revenue are 
deposited and how they are made available for spending. 

3 



B-2015 25 

T h i s  r e p o r t  pravideri; information t o  i l l u s t r a t e  how a 
change i n  r epor t ing  reven can e f f e c t  budget  t o t a l s .  Sup- 
po r t ing  d e t a i l s  a r e  prav i  

We r e i t e r a t e  our p r i o r  r e p o r t s '  recommendations t h a t  
f u l l  budgetary d i s c l o s u r e  s h o u l d  r equ i r e  t h e  repor t ing  of 
budget t o t a l s  on a g r o s s  r a the r  than n e t  b a s i s ,  and the  
inc lus ion  of cur ren t  off-budget amounts i n  t he  budget 's  
t o t a l s .  See enclosure V f o r  d i g e s t s  o f  p r i o r  r epor t s  
containing these  recommendations. 

i n  t he  enclosures  t o  t h i s  l e t t e r .  

METHODOLOGY 

T h i s  i s  one of a s e r i e s  o f  r e p o r t s  by GAO on budgetary 
concepts and procedures t h a t  we be l i eve  should be reexamined. 
Several c u r r e n t  Federal budget  concepts and p r a c t i c e s  a r e  
e i t h e r  a t  var iance w i t h  t h e  recommendations of t h e  1 9 6 7  
P res iden t ' s  Commission on Budget Concepts o r  a r e  cont ra ry  t o  
published GAO pos i t i ons .  
these outs tanding budget i s sues  and p lans  t o  i s sue  a r epor t  
on those  ma t t e r s  i n  e a r l y  1981. These s t u d i e s  a r e  p a r t  of 
our budgetary and program information c l a s s i f i c a t i o n s  and re- 
por t ing  work required by Section 202 of t h e  Leg i s l a t ive  
Reorganization Act of 1 9 7 0 ,  a s  amended b y  T i t l e  VI11 of t h e  
Congressional Budget Act o f  1 9 7 4 .  

GAO is  now iden t i fy ing  and analyzing 

The  concepts discussed i n  t h i s  s t u d y  a r e  based on 
analyses  and recommendations from p r i o r  r e p o r t s  ( s e e  p.  12). 
I n  subsequent s ec t ions  o f  t h i s  r e p o r t ,  we a d j u s t  budget  
t o t a l s  t o  show what the  e f f e c t  would  be i f  t h e  o f f s e t t i n g  and 
off-budget p r a c t i c e s  were el iminated.  These adjustments 
involve o f f s e t t i n g  and off-budget p r a c t i c e s  o n l y .  No ad jus t -  
men t s  have been made t o  r e f l e c t  our previous pos i t i ons  on 
o ther  budget p r a c t i c e s  t h a t  a f f e c t  budget t o t a l s .  We looked 
a t  how much c o n t r o l  the  Congress has over ou t l ays  o f f s e t  by 
b u s i n e s s - l i k e  revenue from t h e  publ ic  and whether budget 
documents present these  o u t l a y s  i n  a d i r e c t ,  simple, and 
complete manner. 

Most of t h e  s t a t i s t i c a l  and f i n a n c i a l  information used 
i n  t h i s  r e p o r t  a r e  from an a n a l y s i s  of  "The Budget o f  t h e  
Un i t ed  S t a t e s  Government, 1 9 8 1 , "  i t s  "Appendix ,"  i t s  "Special  
Analysis," and O M B ' s  comput'er t apes .  We a l s o  r e l i e d  on 
s imi l a r  documents fo r  s e l ec t ed  previous years  and on t h e  
Department of t h e  Treasury ' s  "Combined Statement o f  Receipts,  
Expenditures and Balances of  the  United S t a t e s  Government." 
Other information i n  t h e  r epor t  came from numerous interviews 
held w i t h  o f f i c i a l s  a t  t h e  Off ice  o f  Management and Budget, 
and the  Departments o f  t h e  Treasury,  the I n t e r i o r ,  and 
Agricul ture .  

4 
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UNDERSTATEMENT OF ON-BUDGET OUTLAY 
TOTALS DUE TO OFFSETTING 

F i g u r e  1 shows t h e  b u d g e t  t o t a l s  i n  b i l l i o n s  o f  d o l l a r s  
f o r  on-budget  a c t i v i t i e s .  I n  a d d i t i o n  t o  t h e  $70.1 b i l l i o n  
in o f f s e t  1 9 8 1  o u t l a y s  f o r  on-budget  Governmental  a c t i v i t i e s ,  
t h e r e  i s  a n o t h e r  $31.5 b i l l i o n  o f  o u t l a y s  f o r  o f f - b u d g e t  
Federa l ly-owned e n t i t i e s  t h a t  a r e  n o t  c o u n t e d  i n  budge t  
t o t a l s .  The combined on-budget  and o f f - b u d g e t  u n d e r s t a t e m e n t  
o f  o u t l a y  t o t a l s - - $ l 0 1 . 6  b i l l i o n - - r e p r e s e n t s  a s i g n i f i c a n t ,  
c o n t i n u i n g  problem. T h e  $101.6 b i l l i o n  u n d e r s t a t e m e n t  f o r  
1981 i s  1 6  p e r c e n t  o f  on-budget  and  o f f - b u d g e t  o u t l a y  totals. 
I n  f i s c a l  y e a r  1967 ,  t h e  u n d e r s t a t e m e n t  d u e  t o  o f f s e t t i n g  
was $31.9 b i l l i o n ,  r e p r e s e n t i n g  a b o u t  20 percent o f  o u t l a y  
t o t a l s .  

F i g u r e  1 

On-Budget A c t i v i t i e s  
O u t l a y s  - O f f s e t  i n  F Y  1 9 8 1  Budget  T o t a l s  

( B i l l i o n s  of Dol la rs )  

o t h e r  a p p r o p r i a t i o n s  a c c o u n t s  0 ( g e n e r a l ,  s p e c i a l ,  e t c . )  

agency  t o t a l s  

p u b l i c  e n t e r p r i s e  r e v o l v i n g  a f u n d  a c c o u n t s  

80 

70 

6 0  

5 0  

40 

10 L 
0 

$ 7 0 . 1  

19  79 1980 1 9 8 1  
A c t u a l  E s t i m a t e  E s t i m a t e  

5 
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The 1967 P r e s i d e n t ' s  Comrnisrsllon 
on Budget Csnceptee rQcommanded 
cu r ren t  offsetting gractic9rs 

Present praetfcea of  o f f s e t t i n g  revenue from ou t l ays  t o  
produce lower [nettr] duhlay t b t a l s  were recommended by t h e  
P r e s i d e n t ' s  Cornmiasion on Eudget Concepts. I n  i t s  1 9 6 7  
r e p o r t ,  t h e  Coarniaslon r ewgn ized ,  however, t h a t  (1) affset -  
t i n g  revenue aga ina t  ou t l ays  unders ta tes  t h e  t o t a l  impact 
of  t h e  GQVernfiv@tIt t h e  ecanortiy, ( 2 )  n e t  o u t l a y  treatmen 
conceals important information but present ing  g r a s s ' o u t l a y s  
would permit t h e  users of t h e  budget document t o  g r o s s  or  
n e t  ( r e c e i p t s  and c o l l e c t i o n s )  a s  t h e y  saw f i t ,  and ( 3 )  
recons t ruc t ing  gross ou t l ay  t o t a l s  i s  d i f f i c u l t  i f  only 
t h e  n e t  amount i s  reported.  Nevertheless ,  t h e  Commission 
recommended t h a t  ou t l ays  be reported a s  t h e  ne t  of Federal 
business- l ike t r a n s a c t i o n s  w i t h  t h e  publ ic .  

The Commission supported i t s  p o s i t i o n  on n e t  ou t l ay  
repor t ing  w i t h  t h r e e  major themes: d i s c l o s u r e  i n  t h e  budget, 
t h e  measure of t h e  Government's r o l e  i n  t h e  economy, and 
consis tency o f  budgetary repor t ing .  Each of these p o i n t s  i s  
discussed below. We t h i n k  t h a t  circumstances today, p a r t i c -  
u l a r l y  t h e  changes brought about by t h e  1 9 7 4  Congressional 
Budget Act,  i n d i c a t e  a need t o  depa r t  from t h e  1 9 6 7  C o m m i s -  
s i o n ' s  recommendation. 

Changes brought about by the  
Conqressional Budget Act 

since t h e  time t h e  Commission made i t s  recommendations.  
Budget procedures and publ ic  a t t i t u d e s  about t h e  budget  a r e  
much d i f f e r e n t  today. Much of  t h i s  change has  been r e f l e c t e d  
through passage and implementation of t h e  Congressional 
Budget Act of 1 9 7 4 .  

We b e l i e v e  t h a t  circumstances have changed considerably 

Disclosure i n  t h e  budget, 

Spending levels ,  a s  r e f l e c t e d  i n  t he  congressional b u d g e t  
r e so lu t ions ,  a r e  aimed a t  exe r t ing  d i s c i p l i n e  when t h e  con- 
gress iona l  budget is formulated. That o u t l a y s  a r e  o f f s e t  by 
Federal b u s i n e s s - l i k e  t r a n s a c t i o n s  w i t h  t h e  publ ic  and a r e  
accounted fo r  i n  t h e  budget t o t a l s  o n  a ne t  b a s i s  g r e a t l y  a f -  
f e c t s  aggregate spending t o t a l s  r e f l e c t e d  i n  t h e  r e so lu t ions .  
C o u n t i n g  budget t o t a l s  on a n e t  b a s i s  does n o t  al low the  
Congress t o  r e s t r i c t  ou t l ays  made from business- l ike revenues. 
These o f f s e t t i n g  t o t a l s  should be important when e s t a b l i s h i n g  
budget  ou t l ay  l e v a l s  f o r  func t iona l  c a t e g o r i e s  i n  t h e  resolu-  
t i ons .  The  r e s o l u t i o n s  a r e  where the  dec i s ions  on s e t t i n g  
na t iona l  p r i o r i t i e s  by a l l o c a t i n g  resources  a r e  made ( i . e . ,  

6 
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who g e t s  what out  of t h e  budget).  Not including o f f s e t  out-  
l a y  items makes i t  unnecessar i ly  complicated t o  determine t h e  
exact amount o f  Federal resources t h a t  a r e  being expended f o r  
a func t iona l  a r e a  o r  a r eas .  

Enclosure I1 shows func t iona l  and aggregate  budget out-  
l ay  t o t a l s  w i t h  and without t h e  u s e  of o f f s e t t i n g  and o f f -  
b u d g e t  p r a c t i c e s .  I t  a l s o  shows how func t iona l  a r eas  a r e  
a f f ec t ed  d i f f e r e n t l y  by o f f s e t t i n g  p r a c t i c e s .  Using f i s c a l  
year 1 9 8 1  ( e s t i m a t e )  d a t a  as  an example, Commerce and Housing 
Credi t  would change from being t h e  sma l l e s t  funct ion 
( $ 0 . 7  b i l l i o n )  t o  t h e  f i f t h  l a r g e s t  ( $ 6 0 . 1  b i l l i o n ) ,  i f  
p rac t ices - -of fse t t ing  a s  well  a s  off-budget s t a t u s  (discussed 
la ter)--were changed. Current p r a c t i c e s  g ive  t h e  appearance 
t h a t  t h e  Federal Government i s  spending l e s s  f o r  some func- 
t i o n s  such as Commerce and Housing Credi t  (an  advantage when 
competing under t h e  provis ions of t h e  Congressional Budget 
Act) than for  o ther  func t iona l  c a t e g o r i e s  t h a t  do not have 
t h e i r  ou t l ays  s u b s t a n t i a l l y  a f f ec t ed  by o f f s e t t i n g  or  o f f -  
budget p r a c t i c e s .  

T h e  Government's r o l e  
i n  the  economv 

We be l ieve  passage o f  t h e  Congressional Budget Act 
increases  t h e  importance of analyzing t h e  t r ends  and impact 
of each major group o f  Government a c t i v i t i e s .  A t  p r e sen t ,  
t he  measured impact t h a t  var ious programs have i n  t he  budge t  
d i f f e r s  depending upon concepts used. Total  revenues should 
be shown s o  t h a t  t h e  budget committees can i d e n t i f y  and con- 

' t r o l  ac tua l  Government resources  being spent  and can appra ise  
t h e i r  e f f e c t  on t h e  economy. 

Consistency o f  
budgetary repor t ing  

We be l ieve  the  s i t u a t i o n  today i s  much the  same a s  i n  
1 9 6 7  because budget ou t l ay  t o t a l s  a r e  s t i l l  dependent on how 
revenue i s  c l a s s i f i e d  by source. We be l i eve  o f f s e t t i n g  i s  
p a r t  o f  t he  problem, r a the r  than p a r t  of t h e  s o l u t i o n ,  a s  
suggested by t h e  Commission. I n  our opinion,  repor t ing  o u t -  
l a y s  on  a g ross  b a s i s  would make budget ou t l ay  and revenue 
repor t ing  t r u l y  c o n s j s t e n t  among budget accounts,  func t ions ,  
and t h e  r e so lu t ions .  

OFF-BUDGET ENTITIES 

The P r e s i d e n t ' s  Commission on Budget Concepts recommended 
gu ide l ines  o n  how programs s h o u l d  be included or  excluded 
from t h e  budget t o t a l s .  T h e  Commission concluded t h a t  a l l  
ou t l ays  of programs operated by e n t i t i e s  i n  which t h e  c a p i t a l  
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s t o c k  i s  owned1 by thgl Go l e n t ,  or  w h i c h  have  rr?caucm to 
Federal f u n d @ ,  @ha 9ud@d i n  t h e  laudget. T h e  Corm- 
mis s ion  viewed thar urnlefl 
i t i e s  f i n a n c e d  w i t h  Fardaral f u n d s  would be included-as i t s  
most i m p o r t a n t  recommsadation, The Commission's recomrnenda- 
t i o n s - i n c l u d i n g  au urniflad budget--were adopted  i n  1969. 
S i n c e  t h e  P r e a i d m t ' t 4  Comrnisaio~~ r e p o r t ,  however, l e g i s l a t i o n  
has been enacteld th'evt exermpts several, Federal programs from 
t h e  dflsciplin.eo of the overaIEZ, buBget p r o c e s s .  These  e n t i -  
t i es ,  a long  with t h e i r  impact on t h e  b u d g e t ,  a r e  l i s t e d  i n  
t a b l e  1. 

udget  colncept--all  Federal a c t i v -  

Giving o f f -budga t  s t a t u s  t o  cer ta in  e n t i t i e s  a d v e r s e l y  
a f f e c t s  budga t  o u t l a y  r e p a r t i n g  i n  two ways. F i r s t ,  these  
o f f -budge t  en t i tLars  do no t  r e p o r t  any  o f  t h e i r  o u t l a y s  i n  t h e  
budget  o u t l a y  t o t a l s ,  Secondp these o f f -budge t  e n t i t i e s  
c u r r e n t l y  have t h a i r  o u t l a y s  recorded ( i n  of f -budget  t o t a l s )  
on a n e t  bas i s .  Theoa fo re ,  if t h e  Federal programs were re- 
t u r n e d  t o  the budget and f u l l y  r e p o r t e d  i n  t h e  budget  t o t a l s ,  
we b e l i e v e  t h a t  n o t  o n l y  t h e i r  n e t  o u t l a y s  should be r e p o r t e d  
b u t  t h e  o u t l a y s  n o t  r e p o r t e d  because o f  o f f s e t t i n g  shou ld  be 
a l s o ,  Below a r e  t h e  o u t l a y  amounts i n  b i l l i o n s  o f  d o l l a r s  
f o r  these  o f f -budge t  e n t i t i e s .  

F i g u r e  2 

Out lays  of Off-Budget E n t i t i e s  
January 1 9 8 0  ( b i l l i o n s  of d o l l a r s )  

not r e p o r t e d  i n  o f f -budge t  t o t a l s  fsI because of o f f s e t t i n g  

r e p o r t e d  i n  o f f -budge t  t o t a l s  b u t  0 n o t  i n  t he  budge t  

50 

40 

30 

20 

10 

$ 4 9 . 6  

Actual E s t i m a t e  E s t i m a t e  
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ADD1 TIONAL CONS I DERAT IONS 

The use o f  b u s i n e s s - l i k e  r e v e n u e  t o  o f f s e t  r e p o r t e d  
s p e n d i n g  l e v e l s  i s  o n l y  o n e  problem--a c o n c e p t u a l  o n e  p e r t a i n -  
i n g  t o  t h e  f u l l  d i s c l o s u r e  o f  b u d g e t  t o t a l s .  The t reatment  
of  b u s i n e s s - l i k e  r e v e n u e  d i m i n i s h e s  c o n g r e s s i o n a l  c o n t r o l  f o r  
o t h e r  r e a s o n s  a s  w e l l  i n  t h a t  i t  i n v o l v e s  "backdoor"  s p e n d i n g  
and t h e  u s e  of o l d  a u t h o r i z i n g  l e g i s l a t i o n .  

Backdoor s p e n d i n a  

Most o f  t h e  b u s i n e s s - l i k e  r e v e n u e  f o r  on-budget  and 
o f f - b u d g e t  a c t i v i t i e s  i s  earmarked  by  law f o r  s p e n d i n g  on  
o n l y  s p e c i f i e d  a c t i v i t i e s .  OMB estimates a b o u t  $76 .2  b i l l i o n  
i n  b u s i n e s s - l i k e  r e v e n u e  f o r  f i s c a l  y e a r  1981.  Once t h i s  
r evenue  i s  c o l l e c t e d  by v a r i o u s  a p p r o p r i a t i o n  accounts - - te rmed 
o f f s e t t i n g  " c o l l e c t i o n s " - - i t  may be s p e n t  i m m e d i a t e l y  and 
s p e n t  w i t h o u t  t h e  need f o r  any  c o n g r e s s i o n a l  a p p r o p r i a t i o n  
a c t i o n  t h a t  c r e a t e s  b u d g e t  a u t h o r i t y .  A d d i t i o n a l l y ,  a p o r t i o n  
of  t h e  $25.4 b i l l i o n  (FY 8 1  es t imate)  i n  r e v e n u e  t o  be de- 
p o s i t e d  f i r s t  i n  T r e a s u r y  s p e c i a l  fund  r e c e i p t  accoun t s - -  
t e rmed o f f s e t t i n g  " r e c e i p t s " - - w i l l  b e  a u t o m a t i c a l l y  t r a n s -  
f e r r e d  t o  c e r t a i n  a p p r o p r i a t i o n  a c c o u n t s  f o r  e x p e n d i t u r e .  I n  
our o p i n i o n ,  b o t h  cases r e su l t  i n  a form o f  backdoor  s p e n d i n g .  

P r o c e d u r e s  i n  t h e  C o n g r e s s i o n a l  Budget  A c t  o f  1974 
r e s t r i c t  backdoor  a u t h o r i t y  b u t  do n o t  r e s t r i c t  e a r m a r k i n g  
F e d e r a l  b u s i n e s s - l i k e  r e v e n u e  from t h e  p u b l i c .  T h e r e f o r e ,  
t h e  C o n g r e s s ,  i n  s e t t i n g  s p e n d i n g  t a r g e t s  and  c e i l i n g s  under  
t h e  c o n g r e s s i o n a l  b u d g e t  p r o c e s s ,  g e n e r a l l y  d o e s  n o t  p l a c e  
r e s t r i c t i o n s  on s p e n d i n g  b u s i n e s s - l i k e  r e v e n u e .  We b e l i e v e  
t h e  amount o f  a u t h o r i z e d  s p e n d i n g  s h o u l d  be s p e c i f i e d  t h r o u g h  
normal  a p p r o p r i a t i o n  a c t i o n ,  i n c l u d e d  a s  a n  e l e n e n t  o f  b u d g e t  
a u t h o r i t y ,  and s u b j e c t e d  t o  c o n g r e s s i o n a l  b u d g e t  s p e n d i n g  
t a r g e t s  and c e i l i n g s .  

P e r i o d i c  r e a u t h o r i z a t i o n  
n e c e s s a r y  t o  v a l i d a t e  need 

Agenc ie s  a r e  p e r m i t t e d  t o  earmark b u s i n e s s - l i k e  r e v e n u e  
f o r  a p p r o p r i a t i o n  a c c o u n t s  o n l y  i f  e x p r e s s l y  a u t h o r i z e d  by 
law. Y e t ,  t h e  laws t h a t  p e r m i t  e a r m a r k i n g  can be e x t r e m e l y  
o u t d a t e d .  T h e s e  laws a u t h o r i z e  e a r m a r k i n g  b u s i n e s s - l i k e  
r evenue  p e r m a n e n t l y  and i n d e f i n i t e l y .  For example ,  t h e  De-  
p a r t m e n t  o f  A g r i c u l t u r e  g a i n e d  i t s  a u t h o r i t y  t o  earmark  
b u s i n e s s - l i k e  r e v e n u e  r e c e i v e d  from t h e  s a l e  of  p h o t o g r a p h s  
and maps i n  1938.  

Our d i s c u s s i o n  w i t h  o f f i c i a l s  i n  t h e  Department  of  t h e  
I n t e r i o r ,  t h e  Depar tment  o f  A g r i c u l t u r e ,  and OMB d i s c l o s e d  
t h a t  t h e s e  a g e n c i e s  d o  n o t  s y s t e m a t i c a l l y  o r  p e r i o d i c a l l y  
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T a b l e  2 

Budget  T o t a l s  Wi thou t  O f f s e t t i n g  and 
Off-Budget  P r a c t i c e s  J a n u a r y  1980 Estimates 

( d o l l a r s  i n  b i l l i o n s )  

1980 1 9 8 1  1979 
A c t u a l  Estimate Estimate 

C u r r e n t  ( n e t )  t o t a l s  w i t h  
o f f s e t t i n g  and  o f f - b u d g e t  
p rac t i ces  

Revenue 
O u t l a y s  
S u r p l u s  o r  d e f i c i t  ( - )  

R e v i s e d  ( g r o s s )  t o t a l s  w i t h o u t  
o f f  s e t t i n g  and o f  f - b u d g e t  
p r a c t i c e s  

Revenue 
Outlays 
S u r p l u s  o r  d e f i c i t  ( - )  

$465.9 523.8 
493.6 563.6 
-27.7 -39.8 

540.4 612.4 
580.6 669.0 
-40.2 -56.6 

600.0 
615.8 
-15.8 

701.6 
735.5 
-33.9 

D i f f e r e n c e  

Revenue 74 .5  88.6 101 .6  
O u t l a y s  87.0 105 .4  
S u r p l u s  o r  d e f i c i t  ( - )  - a/  $72.5 $16 .8  

119.7 
$18 .1  

- a / T h i s  p re sen t s  t h e  s u r p l u s  o r  d e f i c i t  o f  t h e  c u r r e n t  o f f -  
b u d g e t  e n t i t i e s .  The  s u r p l u s  o r  d e f i c i t  o f  o f f - b u d g e t  
e n t i t i e s  i s  t h e  same a s  t h e i r  n e t  o u t l a y s .  

AGENCY COMMENTS 

The O f f i c e  of  Management and  Budge t  (OMB) h a s  d i s a g r e e d  
w i t h  pr ior  GAO repor t s  recommending gross r e p o r t i n g  o f  b u d g e t  
t o t a l s .  They h a v e  f a v o r e d  t h e  r ecommenda t ions  of t h e  1967  
P r e s i d e n t ' s  Commission o n  Budget  Concepts r e g a r d i n g  o f f -  
s e t t i n g .  The OMB r e s p o n s e s  t o  o u r  e a r l i e r  r epor t s ,  "Revo lv ing  
Funds:  F u l l  D i s c l o s u r e  Needed f o r  Better C o n g r e s s i o n a l  
Con t ro l ' '  (PAD-77-25) , August  30 ,  1 9 7 7 ;  " F e d e r a l  Budget  O u t l a y  
Estimates:  A Growing Problem" (PAD-79-20), F e b r u a r y  9 ,  1979 ;  
and "Spend ing  A u t h o r i t y  R e c o r d i n g s  i n  C e r t a i n  R e v o l v i n g  Funds 
Impair C o n g r e s s i o n a l  Budge t  C o n t r o l "  (PAD-80-29), J u l y  2 ,  
1980 ,  were i n s t r u m e n t a l  i n  o u r  u n d e r t a k i n g  o f  t h i s  r epor t .  

1 3  
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v e r i f y  au,hori ty  t o  earmark revenue. 
a u t h o r i t i e s  r e l i e d  on by t h e  agencies  were f o r  general  d i s -  
c r e t iona ry  powers not s p e c i f i c a l l y  r e l a t e d  t o  earmarking. 
example, about $3.4 mil l ion  c o l l e c t e d  by t h e  Department of 
t h e  I n t e r i o r  fo r  f i r e f i g h t i n g  s e r v i c e s  were earmarked f o r  t h e  
Management of Lands and Resources Account under inadequate 
a u t h o r i t i e s .  Such s i t u a t i o n s  can occur i f  v e r i f i c a t i o n s  a r e  
not independently made and i f  t h e  Congress does not  reauthor- 
i z e  accounts. 

Some of t h e  l e g a l  

For 

Because of t h e  changes i n  economic condi t ions ,  agency 
organiza t ion ,  and program o b j e c t i v e s ,  some permanent autho- 
r i t i e s  t o  earmark b u s i n e s s - l i k e  revenue may no longer be 
v a l i d  nor meet cu r ren t  congressional  d e s i r e s .  We bel ieve 
t h a t  t hese  a u t h o r i t i e s  should have e x p i r a t i o n  o r  required 
review d a t e s  s o  t h a t  t h e  Congress can p e r i o d i c a l l y  reconsider 
and r eau thor i ze  t h e  earmark a u t h o r i t y .  

The  s 
ing ly  impo 
of concern 

i z e  of t h e  Federal b u d g e t  i s  becoming an increas-  
r t a n t  i s s u e  t o  t h e  Congress and t h e  publ ic  because 
over i n f l a t i o n ,  p o t e n t i a l  changes i n  t ax  burdens, 

t h e  s i z e  of t h e  Federal d e f i c i t ,  and c a l l s  f o r  Federal spend- 
i n g  r e s t r a i n t .  I n  consider ing t h e  P re s iden t ' s  proposed 
budget, t h e  Congress needs answers t o  seve ra l  quest ions:  

--Do budget t a b l e s  and summaries f u l l y  d i s c l o s e  
t h e  l e v e l  of Federal f i n a n c i a l  a c t i v i t i e s ?  

--What can be done t o  improve congressional  con t ro l  
over t h e  var ious  types of spending au tho r i ty?  

Our purpose i n  i s s u i n g  t h i s  r e p o r t  i s  t o  i l l u s t r a t e  t o  
those u s i n g  t h e  budget a s  a t o o l  f o r  decisionmaking t h a t  a l l  
Federal f i n a n c i a l  a c t i v i t y  i s  not included i n  b u d g e t  t o t a l s  
and t h i s  exclusion g r e a t l y  a f f e c t s  congressional  debate ,  
dec i s ions ,  and con t ro l  over t h e  budget .  I f  o f f s e t t i n g  and 
off-budget p r a c t i c e s  were e l imina ted ,  t h e  e f f e c t  o n  t he  
budget t o t a l s  would be a q n o t e d  i n  t a b l e  2.  

Under t h e  rev ised  procedure, o v e r a l l  revenue would 
. increase a s  well a s  o v e r a l l  ou t l ays .  Business-like revenue 

now used a s  o f f s e t s  would, under t h e  rev ised  procedure, be 
included i n  r e c e i p t  t o t a l s .  
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a s  o f f s e t t i n g  r e c e i p t s  ( u n l i k e  o f f s e t t i n g  c o l l e c t i o n s )  a r e  
n o t  c r e d i t e d  t o  i n d i v i d u a l  a c c o u n t s  and ,  t h e r e f o r e ,  d o  n o t  
i n c r e a s e  t h e  budge ta ry  r e s o u r c e s  o f  i n d i v i d u a l  programs 
(micro-budget  l e v e l ) .  However, o f f s e t t i n g  r e c e i p t s  a r e  
c r e d i t e d  t o  ( s u b t r a c t e d  from) agency and f u n c t i o n a l  budget  
t o t a l s ,  t h e r e b y  a f f e c t i n g  t h e  a g g r e g a t e  and f u n c t i o n a l  t o t a l s  
(macro-budget l e v e l )  t h a t  a r e  r e p o r t e d  i n  and c o n t r o l l e d  by 
t h e  budget  r e s o l u t i o n s .  T h e  Congress  needs  budget  r e p o r t i n g  
t h a t  s u p p o r t s  i t s  micro and macro dec is ionmaking .  I ts  deci-  
sionmaking a t  t h e  macro l e v e l  on t h e  b u d g e t ' s  a g g r e g a t e  and 
f u n c t i o n a l  t o t a l s  i s  hampered by u n d e r s t a t e d  t o t a l s  due  t o  
t h e  o f f s e t t i n g  p r a c t i c e .  However, e v e n  though w e  do n o t  
speak s p e c i f i c a l l y  o f  p r o p r i e t a r y  r e c e i p t s ,  t h i s  d o e s  n o t  
a l t e r  o u r  argument t h a t  u s i n g  p r o p r i e t a r y  r e c e i p t s  a s  o f f s e t s  
u n d e r s t a t e s  budget  t o t a l s  and o b s c u r e s  what i s  be ing  s p e n t .  
W h i l e  i t  i s  p o s s i b l e  f o r  t h e  Congress  t o  r e c o n s t r u c t  g r o s s  
l e v e l s ,  we b e l i e v e  i t  would b e  b e t t e r  i f  g r o s s  l e v e l s  were 
r e p o r t e d  now. 

OMB n o t e s  t h a t  w e  h a v e  expanded t h e  d e f i n i t i o n  o f  "back- 
door  spending"  by viewing o f f s e t t i n g  c o l l e c t i o n s  a s  a form 
o f  backdoor a u t h o r i t y ,  i i e . ,  spending  a u t h o r i t y  provided  i n  
l e g i s l a t i o n  o u t s i d e  t h e  normal a p p r o p r i a t i o n  p r o c e s s .  Even 
though OMB n o t e s  t h a t  a c c o u n t s  w i t h  o f f s e t t i n g  c o l l e c t i o n s  
o f t e n  a r e  c o n t r o l l e d  by c o n g r e s s i o n a l  a p p r o p r i a t i o n  a c t  
l i m i t a t i o n s ,  t h e  l i m i t s  a r e  n o t  counted  a s  budget  a u t h o r i t y  
amounts. T h e  budget  a u t h o r i t y  amounts shown and c o n t r o l l e d  
a t  t h e  accoun t  l e v e l  (mic ro  l e v e l )  and inc luded  i n  t h e  
c o n g r e s s i o n a l  budget  r e s o l u t i o n s  (macro l e v e l )  a r e  u n d e r -  
s t a t e d  by us ing  o f f s e t t i n g  c o l l e c t i o n s .  T h e r e f o r e ,  t h e  bud-  
g e t  a u t h o r i t y  p rov ided  by a p p r o p r i a t i o n  d o e s  n o t  f u l l y  e x p r e s s  
t h e  t o t a l  budget  r e s o u r c e s  a v a i l a b l e  where o f f s e t t i n g  c o l l e c -  
t i o n s  a r e  used .  T h i s  c o n s t i t u t e s ,  i n  our  o p i n i o n ,  a form o f  
backdoor a u t h o r i t y .  

s t a t e d  t h a t  o f f s e t t i n g  c o l l e c t i o n s  i n  t h e  budget  have grown 
from $ 4 . 9  b i l l i o n  i n  f i s c a l  year  1 9 6 7  t o  a n  e s t i m a t e d  $82.3 b i l -  
l i o n  i n  1981. They s t a t e  t h a t  t h e  two amounts a r e  n o t  comparable 
and both  a r e  i n c o r r e c t .  They f u r t h e r  s t a t e  t h a t  t h e r e  was no 
growth i n  o f f s e t s  i n  t h e  1967-81 per iod- - indeed ,  t h e r e  was a 
d e c l i n e ,  acco rd ing  t o  OMB, i f  o f f s e t s  a r e  measured a s  p e r c e n t s  
o f  t o t a l  o u t l a y s .  OMB asser t s  t h a t  t h i s  d e c l i n e  undermines 
our  p o s i t i o n  t h a t  c i r c u m s t a n c e s  have changed s u f f i c i e n t l y  t o  
reverse t h e  1967 P r e s i d e n t ' s  Commission on Budget Concepts 
p o s i t i o n  on o f f s e t t i n g .  T h e s e  OMB p o i n t s  a r e  d i s c u s s e d  below. 

Also,  OMB comments t h a t  t h e  d r a f t  r e p o r t  i n c o r r e c t l y  

They n o t e  t h a t  t h e  $4.9 b i l l i o n  d i d  n o t  i n c l u d e  a l l  
o f f s e t t i n g  b u s i n e s s - l i k e  revenue.  I t  exc luded  c o l l e c t i o n s  
o f f s e t  i n  e x p e n d i t u r e  accoun t s .  T h e  f u l l  amount, accord ing  
t o  OMB, should  b e  $27  b i l l i o n .  W e  a g r e e  t h a t  c o l l e c t i o n s  
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OMB's position on off-budget entities is di.scussed in "The 
Budget of the United States Gavernnent, 1981," pages 326 
to 3 3 3 .  

g t~ this repast (see enclosure IV for the 
letter), OMB continues to diassgree with our position that 
business-like revenue received from the public should not be 
offset to reduce budget totals. They restate several objec- 
tions, First, they atate that they continue to adhere to the 
recommendations of the President's Commission on Budget Con- 
cepts (which favor offsetting), We discuss our disagreement 
with the Comiwsion on pages 5-7 of this report. We think 
that a genuine measure of the GQVernment'S activities is 
through reporting gross levels of spending activity. The aim 
of this report ita to change budget concepts to include total 
expenditures andE revenues. 

Also, OMB reasserts that full information is disclosed 
on gross collections in individual accounts which may be con- 
sidered by the Congress when making priority allocations 
among functions. We recognize that the budget documents do 
report business-like collections for each account, but the 
budget's summary tables that are used by the executive branch, 
the Congress, and the public in discussing the Federal budget 
and in setting functional targets and ceilings are on a net 
basis and do not report the magnitude of collections in the 
individual accounts. 

OMB also reatates their position that changing from 
reporting net outlays to gross outlays would interject incon- 
sirstency into the budget, They suggest that the change would 
be made for some accounts and funds but not others. This 
is not the meaning we intended by our report's recommendation. 
We favor gross reporting for all accounts, as stated in our 
report (see page 3 ) .  

OMB states that budget receipts should only include tax 
revenues because they are commonly understood to represent 
the general level of the tax burden on the public. Our re- 
commendation would include business-like revenue from the 
public in the budget receipts category. We do not see this 
as a problem that cannot be adequately dealt with through 
proper explanation of what would be included in revenue 
totals. 

OMB further suggests that the Congress does not lose 
control over proprietary receipts because they generally do 
not provide additional spending authority. The portion of 
offsetting revenue which OMB refers to as "proprietary re- 
ceipts'' was included in our discussion of business-like 
revenue from the public. The OMB comment is correct insofar 
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We hope this information will be useful to the Congress 
in considering further improvements in the budget process. 

g?yo2* / ,  

Comptroller General 
of the United States 

Enclosures - 5 
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o f f s e t  i n  expenditure accounts should be included and have 
rev ised  t h e  f i g u r e  i n  t h i s  f i n a l  r e p o r t .  

A s  fo r  t h e  o f f s e t t i n g  amount f o r  f i s c a l  year 1981, OMB 
p o i n t s  ou t  t h a t  t h e  d r a f t  r epor t  amount, $82.3 b i l l i o n ,  i n -  
c o r r e c t l y  excluded t h e  o f f s e t t i n g  business- l ike revenue i n  
off-budget e n t i t i e s .  Furthermore, i t  included $12 .2  b i l l i o n  
i n  amounts t h a t  had been mistakenly c l a s s i f i e d  i n  OMB budget 
schedules a s  o f f s e t t i n g  revenue. T h e  revised amount, accord- 
i n g  t o  OMB ( s e e  OMB t a b l e  on page 2 8 ) ,  s h o u l d  be $101.6 
b i l l  ion. 

The d r a f t  r e p o r t ' s  d i scuss ion  of  $82.3 b i l l i o n  i n  1981 
o f f s e t s  was i n  a s e c t i o n  addressing only  on-budget mat ters .  
The add i t iona l  $31.5 b i l l i o n  i n  off-budget o f f s e t s  were ad- 
dressed i n  a l a t e r  s ec t ion  concerning off-budget mat ters .  
Based upon O M B ' s  comments, w e  revised t h e  d i scuss ion  t o  cover 
a t  one poin t  both on-budget and off-budget o f f s e t s  (see 
page 5 ) .  Also, we revised t h e  $82.3 b i l l i o n  f o r  on-budget 
o f f s e t s  t o  $ 7 0 . 1  b i l l i o n  ( s e e  page 5) t o  c o r r e c t  fo r  t h e  
$ 1 2 . 2  b i l l i o n  miscoding noted i n  t h e  OMB comments. 

I n  t h i s  f i n a l  r e p o r t  we have de le t ed  re ference  t o  any 
d o l l a r  growth i n  o f f s e t s  ove r  f i s c a l  yea r s  1967-81. The re- 
p o r t  makes c l e a r  t h a t  t o t a l  o f f s e t s  over f i s c a l  years  1967-81 
have not changed s i g n i f i c a n t l y  i f  measured on a percentage 
bas i s .  The r e p o r t  no tes  ( s e e  page 5 ) ,  a s  OMB observes,  t h a t  
t o t a l  business- l ike o f f s e t s  represented 20 percent of t o t a l  
o u t l a y s  i n  1 9 6 7  and 1 6  percent  i n  1981.  We note  t h a t  t h e  
1 6  percent  fo r  1 9 8 1  represents  a very l a r g e  d o l l a r  amount, 
$101.6  bi l l ion--an amount equal t o  about one - f i f th  of t o t a l  
ou t lays .  

Furthermore, we d o  n o t  agree w i t h  OMB t h a t  t h i s  percent- 
age dec l ine  undermines our p o s i t i o n  t h a t  circumstances have 
changed s u f f i c i e n t l y  s ince  the  1 9 6 7  P r e s i d e n t ' s  Commission on 
Budget Concepts t o  reverse  t h e i r  dec i s ion  o n  o f f s e t t i n g .  Our 
d iscuss ion  on changed circumstances s i n c e  the  1 9 6 7  P r e s i d e n t ' s  
Commission i s  based pr imar i ly  o n  changes brought about through 
implementation of t h e  1 9 7 4  Congressional Budget Act. Relat ive 
growth o r  dec l ine  of amounts excluded from t h e  budget i s  n o t  
t h e  i s sue .  The  i s sue  i s  t h a t  s i g n i f i c a n t  budget amounts were, 
and continue t o  b e ,  excluded from t h e  budget t o t a l s .  
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ENCLOSURE I ENCLOSURE I 

B u s i n e s s - l i k e  revenue from t h e  publ ic  which i s  o f f s e t  
from ou t l ays  i s  divided n ta  two ca tegor ies - - rece ip ts  and 
co l lec t ions- - in  order  t recognize c e r t a i n  c h a r a c t e r i s t i c  
d i f f e r e n c e s  and s i m i l a r i t i e s .  T h e  major d i f f e r e n c e s  between 
t h e  two a r e  where these  t r ansac t ions  a r e  recorded, a t  what 
l e v e l  t h e y  a r e  o f f s e t ,  and t h e  a v a i l a b i l i t y  of t h e  revenue 
fo r  ob l iga t ion  and out lay .  Receipts  a r e  deposited i n t o  t h e  
Treasury 's  genera l  f u n d  u n l e s s  t h e r e  i s  s t a t u t o r y  au tho r i ty  
t h a t  they be  deposi ted i n t o  s p e c i a l  o r  t r u s t  f u n d s  t o  be 
spent only f o r  s p e c i f i c  programs or a c t i v i t i e s  ( i . e .  
earmarked). Col lec t ions ,  on t h e  o the r  hand, a r e  deposited 
i n t o  appropr ia t ion  accounts. 
ob l iga t ion  based upon l e g i s l a t i o n  au thor iz ing  t h e i r  immediate 
use f o r  s p e c i f i c  programs o r  a c t i v i t i e s .  Col lec t ions  a r e  not 
subjec t  t o  f u r t h e r  congressional ac t ion .  Differences and s i m -  
i l a r i t i e s  between r e c e i p t s  and c o l l e c t i o n s ,  e s p e c i a l l y  where 
they a r e  o f f s e t  from ou t l ays ,  a r e  summarized i n  f i g u r e  4 .  

They a r e  made a v a i l a b l e  fo r  

Figure 4 

C h a r a c t e r i s t i c s  of Federal Business-like Revenue 
From the  Public 

and Col lec t ions  Receipts - 
S i m i l a r i t i e s :  

1. Federal business- l ike revenue r e s u l t s  fom market- 
o r i en ted  a c t i v i t i e s  of the  Government ( f o r  example, 
loan repayments, i n t e re s t ,  s a l e  of property and  
products ,  charges fo r  nonregulatory s e r v i c e s ,  and 
r e n t s  and r o y a l t i e s ) .  

2 .  They a r e  o f f s e t  from Federal budge t  ou t l ay  t o t a l s .  

3.  Col lec t ions  and some r e c e i p t s  ( i . e .  f o r  Treasury 
s p e c i a l  and t r u s t  funds) a r e  permanently earmarked 
i n  i n d e f i n i t e  amounts and r equ i r e  no fu r the r  ac t ion  
by t h e  Congress for  o b l i g a t i o n  and out lay .  

Differences:  

1. F u n d s  a r e  deposited Funds a r e  deposited i n t o  
i n t o  Treasury r e c e i p t  appropr ia t ion  accounts 
accounts. when s p e c i f i c a l l y  permitted 

by l e g a l  au tho r i ty .  With- 
ou t  such a u t h o r i t y  t h e y  
should be t r e a t e d  a s  
r e c e i p t s  
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ENCLOSURE I 

Collections Appropriation Account - 
* 

ENCLOSURE I 

Public enterprise Earmarked Net 

lntragovernmental Earmarked Net 

Trust Earmarked Net 

Trust revolving Earmarked Net 

0ff.budget Earmarked Net 

DESCRIPTION OF RECEIPTS AND COLLECTIONS 

An important part to understanding the impact of the net 
versus gross concept on outlay totals is knowing where Federal 
revenue is deposited and how it is made available for obliga- 
tion and outlay. 
comes in (whether or not it is offset from outlays), it is 
deposited in varioue accounts and spent according to author- 
ities prescribed in legislation. Most revenue ($600 billian 
estimated for fiscal year 1981 such as taxes, etc.) is not 
offset from outlays. These revenues are, however, compared 
with outlays (net) when calculating the deficit. For example, 
net outlays of $615.8 were subtracted from revenues of $600 
billion to produce a deficit of $15.8 billion reported in the 
President's budget presented to the Congress in January 1980. 
The flow of Government receipts and collections, showing where 
revenue is deposited and whether or not it is earmarked or 
offset from outlays, is illustrated in figure 3 .  

As all types of revenue from the public 

Figure 3 
FLOW OF GOVERNMENT RECEIPTS AND COLLECTIONS FROM THE PUBLIC 

Government 
business 
receipts - Where they are deposited 

Budaet receiDts 
Treasury General Fund 

Proprietary receipts 

Receipts 

Budget receipts 
Treasury Trust Fund 

L Proprietary receipts 

General 
r 

Congressional 

Disclosure -- control outlays O b  
Not earmarked Gross 

Not earmarked Net 
Earmarked Gross 

Earmarked Net 
Earmarked Gross 

Earmarked Net 

Earmarked Net 

I Soeciat Earmarked Net 
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ENCLOSURE I1 ENCLOSURE I1 
Gross  Compared With Net  Budget T rea tmen t  

By Func t ion  f o r - F i s c a l  Year 1 9 8 1  
( Janua ry  1980  Estimates) 

( d o l l a r s  i n  b i l l i o n s )  

Off-Budget On-Budget 
Gross Net - N.e t 

F u n c t i o n a l  Category outlays C o l l e c t i o n s  R e c e i p t s  t r e a t m e n t  o u t l a y s  C o l l e c t i o n s  

050  N a t i o n a l  Defense $146 .2  $ 5.0 $ . 8  $ 1 5 2 . 1  s $ 

151  I n t e r n a t i o n a l  A f f a i r s  9 . 6  2 . 7  1 0 . 3  22.6 

250 Genera l  s c i e n c e ,  
s p a c e ,  and t echno logy  6.4 -- * 6.4 

270  Energy 8 . 1  2.2 2.5 1 2 . 8  

300 N a t u r a l  r e s o u r c e  and 
environment  1 2 . 8  . 3  2 . 3  15.4 

350 A g r i c u l t u r e  2 . 8  1 1 . 4  .1 14 .3  

370 Commerce and hous ing  
c r e d i t  . 7  10.8 * 11.6 17.9 30 .6  

400 T r a n s p o r t a t i o n  20.2 . 3  .5  21.0 .1 * 

development 8 . 8  1 .4  . 4  10.6 .1 .1 
450 Community and r e g i o n a l  

5CO Educa t ion ,  t r a i n i n g ,  
employment and s o c i a l  
s e r v i c e s  32.0 . 7  * 32 .7  

5 5 0  H e a l t h  62.4 2.0 * 64.4 

600 Income s e c u r i t y  2 2 0 . 0  2 . 4  * 2 2 2 . 4  - *  

700  Vete rans  b e n e f i t s  
and s e r v i c e s  2 1 . 7  1 . 7  . 9  2 4 . 3  

750  A d m i n i s t r a t i o n  of 
* 4.8 

800 Genera l  government 4.9 . 2  .1 5.2 

j u s t i c e  4 . 7  .A 

850 Genera l  purpose f i s c a l  
a s s i s t a n c e  9 . 6  * 9.6 

1 

900 I n t e r e s t  6 7 . 2  .1 6 7 . 3  

999  M u l t i - f u n c t i o n  3.5 3.5 

U n d i s t r i b u t e d  r e c e i p t s  - 2 5 . 1  6.0 - 1 9 . 1  

Allow an ces  

T o t a l  d/ 
- __ - - - __ 2.6 

$ 6 1 5 . 8  $44.7 $ 2 5 . 4  $685.9 $ 1 8 . 1  $31.5  

$152.1 

22.6 

6.4 

1 3 . 5  

15.4 

1 4 . 3  

6 0 . 1  

2 1 . 1  

10.8 

32.8 

64.3 

222.5 

24 .3  

4.8 

5.2 

9.6 

67.  3 

3.5 

- 1 9 . 1  

2.6 

$735.5 

- 

D i f f e r e n c e  
from c u r r e n t  n e t  

$ 5.8 

13.0 

* 

5.4 

2.6 

1 1 . 5  

59.4 

. 9  

2.0 

. E  

1.9 

2.5 

2.6 

.1 

. 3  

* 

.1 

3.5 

6 .0  

2 .6  

$119.7 

*Less t h a n  $ 5 0  m i l l i o n .  
a/Columns may n o t  add t o  t o t a l s  due t o  rounding.  - 
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ENCLOSURB f ENCLOSURE I 

2.  

3 .  

Most funds a r e  d@- 
posited i n t o  t 
era1 fund of  t 
Traarlsllzry and r 

Funds a r e  immediately a- 
v a i l a b l e  for ob l iga t ion  
and ou t l ay  without f u r t h e r  
a c t i o n  by t h e  Congress. 

appropriation action 
Iby Oh@ ClaFsgrleFsss. 

Amo~l+-~t@ do n o t  reduoe 
agproprfa t ion  acc0unt 

Subt rac t ions  from budget 
o u t l a y  t o t a l s  occvr a t  t h e  
account l e v e l .  

budget Q U t l P l y  t o t a l s .  

R e n t s  and soya; l t ies  on  
t h e  Outer Continental  
S h e l f  

Sale  of  timber and o ther  
n a t u r a l  Land products 

Repayments ( inc luding  

m i l i t a r y  c r e d i t  sales 
inter tes t}  011 fore ign  

Sa le  from t h e  s tockp i l e  
of  s t r a t e g i c  and c r i t i c a l  
m a t e r i a l s  (except  s a l e s  
of ma te r i a l s  be ing  r o t a t e d )  

20 

Sa le  of power by t h e  
Tennessee Valley Authority 

Fees from t r anspor t a t ion  
s e r v i c e s  of the U.S .  por- 
t i o n  o f  t h e  S t .  Lawrence 
Seaway 

Repayments of loans  from 
t h e  lending opera t ions  o f  
t h e  Small B u s i n e s s  Adminis- 
t r a t i o n  



ENCLOSURE I I I ENCLOSURE I11 

Effect on Revenue *Totals 

(dollars in billions) 

1979 1980 1981 
Revenue Now Reported: Actual Estimate Estimate 

Individual income taxes $217.8 $238 6 7 $274.4 

Corporation income taxes 65.7 72.3 71.6 

Social insurance taxes and 
contributions 141.6 162.2 187.4 

Excise taxes 18.7 - 26.3 40.2 

Estate and gift taxes 5.4 5.8 I 5.9 

Customs duties, 7.4 7.6 8.4 

12.1 Miscellaneous receipts 9.2 1019 - 
Total, (revenue now 

$600.0 $465.9 $523.,8 - reported) 

Included as Revenue: 
(eliminating off-setting 
and off-budget practices) 

Proprietary receipts $ 18.7 $ 21.3 $ 25.4 

Collections 33.9 40.0 44.7 

Collections (off-budget) 21.9 27.3 - 31.5 

Proposed Total Revenue $540.4 $612.4 $701.6 
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ENCLOSURE IV . ENCLOSURE IV 

2 

i n  g e n e r a l ,  s p e c i a l ,  and trust fund a c c o u n t s ,  as well  as i n  
p u b l i c  e n t e r p r i s e  funds .  The report  a l s o  r e f e r e n c e s  o u r  
p r e v i o u s  o b j e c t i o n  t o  t h e  i n c o n s i s t e n c y  t h a t  would be c r e a t e d  
by t h e  n e t t i n g  recommendat ions f o r  p u b l i c  e n t e r p r i s e  funds .  
O u r  f o r m e r  s t a t e m e n t  a g a i n s t  v a r y i n g  n e t t i n g  t r e a t m e n t  due  t o  
fund c l a s s k f i c a t i o n  is s t i l l  v a l i d  and we m a i n t a i n  t h a t  t h e  
c o n s i s t e n c y  of t h e  c u r r e n t  t r e a t m e n t  s h o u l d  be r e t a i n e d  f o r  
t h e  r e p o r t i n g  o f  a l l  o f f s e t t i n g  c o l l e c t i o n s .  

The  most s i g n i f i c a n t  recommendat ion of t h e  P r e s i d e n t ' s  
Commission on Budget Concep t s  was to  a d o p t  a u n i f i e d  budge t  
c o n c e p t  as  a n  e f f e c t i v e  i n s t r u m e n t  fo r  managing n a t i o n a l  
a f f a i r s  and mee t ing  major p o l i c y  o b j e c t i v e s .  The Commissi 
recommended t h e  u n i f i e d  b u d g e t  c o n c e p t  t o  l e s s e n  c o n f u s i o n  
c a u s e d  by compet ing  b u d g e t a r y  concepts and s t r u c t u r e s ,  w h i l e  
r e c o g n i z i n g  t h e  b u d g e t ' s  m u l t i p l e  purposes: 

"A F e d e r a l  b u d g e t  l a y s  o u t  a two-par t  p l a n  of a c t i o n :  

_- I t  promotes p a r t i c u l a r  p rograms ,  m i l i t a r y  and, 
c i v i l . i a n ,  d e s i g n e d  t o  promote n a t i o n a l  s e c u r i t y ,  
i n t e r n a t i o n a l  c o o p e r a t i o n ,  and d o m e s t i c  
p r o g r e s s .  

I t  p r o p o s e s  t o t a l  e x p e n d i t u r e s  and r e v e n u e s  
d e s i g n e d  t o  h e l p  m a i n t a i n  s t a b l e  economic 
p r o s p e r i t y  and growth."  

-- - 

The r epor t  q u a l i f i e d  f u r t . h e r  t h a t ,  i n  a s s e s s i n g  t h e  role  of 
t h e  F e d e r a l  Government i n  t h e  t o t a l  economy, t h e  b u d g e t  
t o t a l s  s h o u l d  l o g i c a l l y  r e f l e c t  c e r t a i n  c o l l e c t i o n s  as 
o f f s e t s  a g a i n s t  e x p e n d i t u r e s  as: 

' I .  . . a more a p p r o p r i a t e  i ndex  of t h e  r e l a t i v e  s i z e  of 
government  i n  t h e  n a t i o n a l  economy i f  l o a n  r epaymen t s  
and receipts  which r e s e m b l e  b u s i n e s s - t y p e  e n t e r p r i s e  
e a r n i n g s ,  or r e t u r n s  on government  p r o p e r t y ,  are  o f f s e t  
a g a i n s t  e x p e n d i t u r e s  to  which t h e y  r e l a t e  or f o r  which 
t h e y  are ea rmarked ,  w h i l e  taxes and o t h e r  r e v e n u e s  
r e p r e s e n t i n g  t h e  e x e r c i s e  of s o v e r e i g n  or r e g u l a t o r y  
powers u n i q u e  t o  government  a re  t r e a t e d  as b u d g e t  
receipts." 

W e  c o n t i n u e  t o  support  t h e s e  recommendat ions of t h e  
Commission, and we c o n t i n u e  t o  b e l i e v e  t h a t  y o u r  repor t  
( o n  p a g e s  7 t o  11) misses t h e  fundamen ta l  l o g i c  of  t h e  
Commission 's  recommendat ions .  F o r  example ,  y o u r  s t a t e m e n t  
a t  t h e  t o p  of page  10  t h a t :  " N o t  i n c l u d i n g  o f f s e t  o u t l a y  
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ENCLOSURE IV 

EX 

1 .. .L .8. 

ENCLOSURE IV 

Mr, Mrfon A. Myarls 
Director, Prograa Analysis Division 
U.S.  Gameral A@CQunting Office 
Washington, D.C. 20548 

Dear Mr. Nyers: 

T h i s  responds to  your request for comments on the draf t  
report: 
C u r r e n t  Budget Practices." The d ra f t  report addresses a 
perceived wealkcsling of the budgetary process and of Congres- 
sional a b i l i t y  tq establ ish national spending p r i o r i t i e s  due 
t o  t h e  treakmernk of n e t t i n g  of fse t t ing  col lect ions €ram 
budget authority and outlay t o t a l s  and the exclusion from the 
t o t a l s  of budget authority and outlays of off-budget Federal 
e n t i t i e s .  

Treatment of offksrttinq @okdlq@tions 

On previous occasions, we have stated our objections to GAO 
recommendations tha t  the financial  a c t i v i t i e s ,  par t icular ly  
col lect ions from non-Federal sources, of public en te rp r im 
funds  be reported on a gross basis. I n  summary, we s ta ted 

"FederaL Budget Tatals a r e  Understated Because of 

t ha t  s 

the prescnt syslcem conforms to  the precepts l a id  
down by t h e  President's Commission on Budget 
Concapts t o  create  an integrated system of grossing 
and natting. 

-- 

f u l l  infor la t ion is disclosed on gross collections 
and disbursements  i n  order fo r  the Congress to  
consider p r io r i ty  allocations among functions. 

cal lect ions of public enterpr ise  f u n d s  are not 
transferable among functions i n  determining p r io r i ty  
a l locat ion of budgetary resources, b u t  a re  specif - 
i ca l ly  ident i f ied w i t h  the programs generating the 
receipts.  

These comments were made i n  assessing the netting treatment 
for  cal lact ions of public enterprise f u n d s .  We believe t h a t  
these views a lso are applicable to  the nett ing of business- 
type earnings (i.@., collections from non-Federal sources) 

2 4  
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4 Off -Budget E n t i t i e s  

W e  r e c o g n i z e  t h a t  t h e  e x i s t e n c e  of o f f - b u d g e t  t r a n s a c t i o n s  is 
a problem. To t h e  e x t e n t  p o s s i b l e ,  budge t  t a b l e s  and sum- 
maries f u l l y  disclose t h e  l e v e l  o f  a l l  Government f i n a n c i a l  
a c t i v i t i e s ,  i n c l u d i n g  t h e  a c t i v i t i e s  o f  o f f - b u d g e t  e n t i t i e s .  
The b u d g e t  p r o v i d e s  t h e  de t a i l ed  i n f o r m a t i o n  f o r  each  of  
these e n t i t i e s ,  and p rominen t ly  re f lec ts  t h e  e f f e c t  of these 
o u t l a y s  i n  v a r i o u s  t a b l e s  i n  t h e  budge t  document.  However, 
t h e  e x c l u s i o n  from budget  t o t a l s  is spec i f ied  i n  law. 

As you know, s e c t i o n  606 o f  t h e  C o n g r e s s i o n a l  Budget A c t  
p r o v i d e s  t h a t  t h e  House and S e n a t e  Budget Committees s h a l l  
s t u d y  on  a c o n t i n u i n g  bas i s  those p r o v i s i o n s  of law t h a t  
e x c l u d e  a g e n c i e s  or any o f  t h e i r  a c t i v i t i e s  f rom t h e  budget 
and  report t h e i r  recommendat ions t o  t h e i r  r e s p e c t i v e  Houses. 
The House Committee comple ted  such  a s t u d y  i n  1976. I t  
recommended t h a t  a l l  o f f - b u d g e t  e n t i t i e s ,  e x c e p t  t h e  Federal 
F i n a n c i n g  Bank, be r e t u r n e d  to  t h e  budget .  S i n c e  t h e n ,  t h e  
Exchange S t a b i l i z a t i o n  Fund and t h e  Expor t - Impor t  Bank have 
been. L e g i s l a t i o n  t h a t  would r e t u r n  a l l  off -budget  e n t i t i e s  
t o  on-budget  s t a t u s  has been  i n t r o d u c e d  on more t h a n  one  
o c c a s i o n  b u t  h a s  n o t  been acted on by t h e  Congress .  

C o n g r e s s i o n a l  control of t h e  budge t  

The report  a s s e r t s  t h a t  o f f s e t t i n g  prac t ices  "may make it 
u n n e c e s s a r i l y  cumbersome f o r  t h e  Budget Committees t o  
i d e n t i f y  and c o n t r o l  ac tua l  Government r e s o u r c e s  b e i n g  spent 
and t o  a p p r a i s e  t h e i r  impact on t h e  economy." 
p r o p o s e s  an expanded d e f i n i t i o n  o f  backdoor a u t h o r i t y  to  
c o v e r  o f f s e t t i n g  c o l l e c t i o n s .  F i n a l l y ,  a recommendation is 
made for  a s y s t e m a t i c  and periodic v e r i f i c a t i o n  f o r  t h e  
n e c e s s i t y  of ea rmark ing  c o l l e c t i o n s  fo r  p a r t i c u l a r  programs.  

The f i r s t  argument  is n o t  s u p p o r t e d  or d e m o n s t r a t e d  by t h e  
r e p o r t ' s  f i n d i n g s .  Nor, t o  o u r  knowledge, do t h e  Budget 
Committees a g r e e  w i t h  it. W e  are i n  r o u t i n e  c o n t a c t  w i t h  t h e  
Budget Committees and are  unaware o f  any b e l i e f  on t h e i r  pa r t  
t h a t  t h e  p r e s e n t  approach  is i n a p p r o p r i a t e .  The p r i m a r y  
pu rpose  o f  t h e  C o n g r e s s i o n a l  Budget Act's r e q u i r e m e n t s  for 
s e t t i n g  budge t  t o t a l s  i n  r e s o l u t i o n s  is based on p r o v i d i n g  a 
c o o r d i n a t e d  r e v i e w  of recommended a c t i v i t y  l e v e l s  t h a t  is 
tempered by o v e r a l l  c e i l i n g s  w i t h i n  which a l l  b u d g e t a r y  
r e s o u r c e s  are a l loca ted .  The a l l o c a t i o n  of b u d g e t a r y  
resources r e c o g n i z e s  t h a t  certain o f f s e t s  are made i n  
a r r i v i n g  a t  f u n c t i o n a l  c e i l i n g s  due  t o  t h e  methods of f i n a n c -  
i n g  c e r t a i n  programs.  
c l e a r l y  t h a t  t h e  receipts of r e v o l v i n g  f u n d s  are d i r e c t l y  
re la ted t o  t h e  o u t l a y s  a g a i n s t  which t h e y  are o f f s e t  and are 
n o t  a v a i l a b l e  f o r  o t h e r  uses. 

It  a l so  
. 

The Committees a l so  u n d e r s t a n d  q u i t e  

27 



ENCLOSUIU XV ENCLOiSURE IV 

3 

i t e m s  makes i t  unnec r i l y  compl i ca t ed  to d e t e r m i n e  e x a c t l y  
how much Fdderall r e a  es a r e  be ing  expended f o r  an 
i n d i v i d u a l  f u n c t k o n a  ea or  areason is t h e  o p p o s i t e  of t h e  
C o m i s s i o n m s  p a s f t i o  d, moreover ,  is a q u e s t i o n a b l e  
pzernise.  I t  can ble! a rgued  t h a t  t h e  F e d e r a l  resourceis b e i n g  
expanded are the n e t  amcmnt, n o t  t h e  g r o s s  amount .  Budget 
rece ip ts  are a g e n e r a l  measure o f  t h e  t a x  b u r d e n  on t h e  
p u b l i c .  When the l e g i s l a t i v e  and  e x e c u t i v e  branches--as  w e l l  
as t h e  press and public--make economic compar i sons  (e.3. 
budge t  receipts  as a p e r c e n t  of G N P ) ,  t h e  cornon unde r s t and-  
i n g  is t h a t  such  a n a l y s e s  e x p r e s s  t h e  t a x  bu rden  f o r  f i n a n c -  
i n g  t h e  Gavernmemt r e l a t i v e  t o  t h e  economic base. The 
proposed  grdaseseing o f  c o l l e c t i o n s  would make such compar i sons  
m i s l e a d i n g ,  s ince i n  cornon p a r l a n c e  t h e  p u b l i c  associates 
budge t  receipts  w i t h  t a x e s .  A r e l a t e d  m i s u n d e r s t a n d i n g  w o u l d  
ar ise  in t h e  f u n c t i o n a l  spend ing  to ta l s  because  t h e s e  t o t a l s  
would n o  l o n g e r  show t h e  amount o f  o u t l a y s  t h a t  m u s t  be 
f i n a n c e d  by t a x a t i o n  or borrowing.  

P r o p r i e t a r y  r e c e i p t s  

Although t h e  d r a f t  report recommends I/ a g a i n s t  n e t t i n g  
p r o p r i e t a r y  r e c e i p t s  f rom budget  a u t h o r i t y  and o u t l a y  t o t a l s ,  
it d o e s  n o t  e l a b o r a t e  on t h i s  s p e c i f i c  p o s i t i o n .  The  g e n e r a l  
argument  a g a i n s t  o f f s e t t i n g  budge t  t o t a l s ,  however,  r e l a t e s  
t o  t h e  loss of control  o v e r  t h e s e  funds  ( i . e . ,  t h e  c o n t e n t i o n  
t h a t ,  by o f f s e t t i n g  budge t  a u t h o r i t y  and o u t l a y s  by t h e  
c o l l e c t i o n s ,  t h e  a c c o u n t i n g  p e r m i t s  a g e n c i e s  to  spend money 
w i t h o u t  f u r t h e r  C o n g r e s s i o n a l  r e v i e w ) .  T h i s  argument  is 
t o t a l l y  i n a p p l i c a b l e  in the case of  p r o p r i e t a r y  r e c e i p t s  from 
t h e  p u b l i c .  P r o p r i e t a r y  receipts as such  do n o t  p r o v i d e  
a g e n c i e s  w i t h  a d d i t i o n a l  spend ing  a u t h o r i t y  ( i . e * ,  budget  
a u t h o r i t y ) ,  and o u t l a y  f i g u r e s  are reduced i n  amounts e q u a l  
t o  t h e s e  r e c e i p t s .  Therefore, n e t t i n g  p r o p r i e t a r y  r e c e i p t s  
h a s  no e f f e c t  on t h e  Level  of o b l i g a t i o n s  an  agency  may e n t e r  
i n t o .  I t  is t r u e  t h a t  some earmarked P r o p r i e t a r y  receipts  
c a n  result  i n  new budge t  a u t h o r i t y  and o u t l a y s  w i t h o u t  any 
f u r t h e r  C o n g r e s s i o n a l  a c t i o n .  I n  a l l  such  cases, it is due 
t o  t h e  permanent  ea rmark ing  o f  t h e s e  funds  by t h e  Congress--  
n o t  t o  t h e  existence of any o f f s e t t i n g  t r e a t m e n t .  R e f l e c t i n g  
a l l  p r o p r i e t a r y  r e c e i p t s  on a g r o s s  b a s i s  would  n o t  change  
t h i s  s i t u a t i o n ,  

_. l /OMB i s  r e f e r r i n g  t o  recommendat ions i n  i s s u e d  reports  which 
we have  i d e n t i f i e d  on page  12 of this report .  
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1 9 8 1  b u d g e t  a u t h o r i t y  w i l l  be a v a i l a b l e  w i t h o u t  c u r r e n t  
a p p r o p r i a t i o n s  act ion.  The l a t t e r  amount r e p r e s e n t s  4 4 . 8  
p e r c e n t  o f  t h e  combined c a t e g o r i e s .  (See page  555 o f  The 
Budget  o f  t h e  Un i t ed  States Government, 1981. Note: The 
amounts  shown above do  n o t  r e f l e c t  d e d u c t i o n s  fo r  o f f s e t t i n g  
r e c e i p t s ,  which are n o t  s e p a r a t e l y  a t t r i b u t a b l e  as a n  o f f s e t  
t o  e i t h e r  t y p e  o f  budget  a u t h o r i t y . )  

- 

W e  r e c o g n i z e  t h a t  much of  t h i s  permanent  a u t h o r i t y ,  as w e l l  
a s  t h e  u s e  o f  o f f s e t t i n g  c o l l e c t i o n s ,  is a u t h o r i z e d  i n  laws 
e n a c t e d  y e a r s  ago. In t h i s  c o n t e x t ,  w e  s u p p o r t  p e r i o d i c  
r e v i e w  o f  t h e  a c t i v i t i e s  funded by a l l  mechanisms Qf t h e  
Federal  Government t o  ascer ta in  whether  t h e s e  programs best ' 

s e r v e  t h e  c u r r e n t  needs  of t h e  Nat ion .  

Data comparisons deve loped  i n  s u p p o r t  o f  y o u r  
recommendat ions.  

The r e p o r t  on page  9 i n c o r r e c t l y  s t a t e s  t h a t  o f f s e t t i n g  
c o l l e c t i o n s  i n  t h e  budge t  have grown f rom $4.9 b i l l i o n  i n  
f i s c a l  y e a r  1967 to  an estimated $82.3 b i l l i o n  i n  1981. The 
two amounts are n o t  comparable  and b o t h  a r e  i n c o r r e c t .  When 
t h e  c o r r e c t e d  d a t a  are s u b s t i t u t e d  f o r  t h e  e r r o n e o u s  d a t a ,  
t h e y  undermine t h e  argument  t h a t  circumstances have changed 
s u f f i c i e n t l y  s i n c e  t h e  1967 P r e s i d e n t ' s  Commission on Budget 
Concepts  t h a t  t h e  Commission's recommendations i n  t h i s  r e g a r d  
s h o u l d  be r e v e r s e d .  I n  f a c t ,  t h e y  show a t r e n d  t h a t  is 
opposite t h a t  which you computed. 

The error w i t h  r e g a r d  to  t h e  $4.9 b i l l i o n  i n  o f f s e t t i n g  
c o l l e c t i o n s  s t a t e d  for 1967 is t h a t  i t  r e f l e c t s  o n l y  one 
p o r t i o n  of such  c o l l e c t i o n s :  p r o p r i e t a r y  r e c e i p t s .  To make 
a v a l i d  compar ison ,  o f f s e t t i n g  c o l l e c t i o n s  c r e d i t e d  to  expen- 
d i t u r e  a c c o u n t s  must  be added to  t h i s  t o t a l .  These d a t a  can  
b e  d e r i v e d  from t h e  o b j e c t  c l a s s  a n a l y s i s ,  and amount t o  
$27.0 b i l l i o n  i n  1967. 

On t h e  o t h e r  hand,  t h e  1981  e s t i m a t e d  a m o u n t s  f o r  o f f s e t t i n g  
c o l l e c t i o n s  m u s t  be  a d j u s t e d  t o  i n c l u d e  c o l l e c t i o n s  from 
o f f - b u d g e t  e n t i t i e s  and t o  r educe  c e r t a i n  amounts to  a v o i d  
d o u b l e  c o u n t i n g  o f  t ransact ions between on-budget a c t i v i t i e s  
and  o f f - b u d g e t  en t i t i es .  I n  a d d i t i o n ,  some budge t  append ix  
s c h e d u l e s  i n c o r r e c t l y  c l a s s i f i e d  r e c e i p t s  f rom t h e  F e d e r a l  
F i n a n c i n g  Bank ( p r i m a r i l y  f o r  t h e  p u r c h a s e  o f  c e r t i f  icates of 
b e n e f i c i a l  owner sh ip  f rom t h e  Farmers  H o m e  A d m i n i s t r a t i o n )  as 
b e i n g  o f f s e t t i n g  col lect ions from non-Federa l  sources, r a t h e r  
t h a n  f rom o f f - b u d g e t  e n t i t i e s .  I n  t o t a l ,  t h e  o f f s e t t i n g  
c o l l e c t i o n s  from t h e  p u b l i c  ( i n c l u d i n g  t h e  c o l l e c t i o n s  o f  
o f f - b u d g e t  a c c o u n t s )  were e s t i m a t e d  t o  t o t a l  $76.2 b i l l i o n .  

29 
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We m a i n t a i n  t h a t  it is  m i s l e a d i n g  t o  a n a l y z e  t h e  Government 's  
role i n  t h e  econo trends and impact  of i ts  a c t i v i -  
t i es  s o l e l y  baaed It atbt;hority and o u t l a y  t o t a l s .  
Eve11 under  the; r s p o r t i p g  changes ,  s i g n i f i c a n t  

sleC$oy would remain outs ide  t h e  budge t  
t o t a l s .  These  lllsrtg other c a t e g o r i e s ,  Federal 
s t i m u l i  to t h e  

g u a r a n t e e s  of l a a n s  p r o v i d e d  from p r i v a t e  sources, i n c e n t i v e s  
under  t a x  e x p e n d i t u r e  p r o v i s i o n s  of law, and t h e  c o n t r o l  of  
money suppl.y in r e g u l a t i n g  t h e  n a t i o n a l  economy. T h a t  does 
not mean t h a t  t h e  Impact  of these t r a n s a c t i o n s  is ignored .  

le, s i g n i f i c a n t  changes  have been made i n  t h e  l a s t  
severa l .  y e a r s  to  examine and c o n t r o l  t h e  l e v e l  of  l a a n  
g u a r a n t e e s  i n  the budlqet p r o c e s s ,  even  though a p o r t i o n  of 
t h e  programs are n o t  l i k e l y  to  have any e f fec t  on budget  
a u t h o r i t y  or o u t l a y  t o t a l s ,  

The d e f i n i t i o n  o f  "backdoor  spend ing"  h a s  been expanded i n  
your  r e p o r t  t o  c o v e r  o f f s e t t i n g  c o l l e c t i o n s  a v a i l a b l e  f o r  
e x p e n d i t u r e  w i t h o u t  t h e  need for any C o n g r e s s i o n a l  a p p r o p r i -  
a t i o n s  a c t i o n .  On t h i s  p o i n t ,  w e  b e l i e v e  y o u r  a rguments  are 
m i s d i r e c t e d .  Whi le  c u r r e n t  C o n g r e s s i o n a l  act ion is n o t  
a lways  required f o r  u s e  of t h e s e  f u n d s ,  t h e  Congress  h a s  
comple t e  d i s c r e t i o n  i n  c o n t r o l l i n g  t h e s e  f u n d s  as it w i s h e s .  
F o r  example, (1) cer ta in  s p e c i a l  fund receipts  a re  a v a i l a b l e  
o n l y  to  t h e  e x t e n t  t h a t  t h e y  are appropriated as budge t  
a u t h o r i t y  i n  a n n u a l  a p p r o p r i a t i o n s  ac t s ,  and ( 2 )  c e r t a i n  
p u b l i c  en te rpr i se  Eund a c t i v i t i e s  are s p e c i f i c a l l y  c o n t r o l l e d  
th rough  l i m i t a t i o n s  i n  a p p r o p r i a t i o n s  a c t s  e i t h e r  as r e q u i r e d  
by law o r  a s  Congress  e x p r e s s e s  a des i re  to  c o n t r o l  these 
a c t i v i t i e s .  Fu r the rmore ,  t h e  s c o p e  of a c t i v i t i e s  (and  
a c c o r d i n g l y ,  c o l l e c t i o n s )  i n  r e v o l v i n g  f u n d s  is g e n e r a l l y  
l i m i t e d  by t h e  c a p i t a l  c o r p u s  o f  t h e  fund n e c e s s a r y  f o r  cash 
flow purposes .  OMB p o l i c y  l i m i t s  t h e  augmen ta t ion  of c a p i t a l  
t o  e i t h e r  (1) amounts e s p e c i a l l y  appropriated f o r  t h i s  pur-  
pose  or (2) t r a n s f e r s  from o t h e r  a p p r o p r i a t i o n s ,  as au tho-  
r i z e d  i n .  law. Fur the rmore ,  it is t h e  A d m i n i s t r a t i o n ' s  
p o l i c y ,  and we b e l i e v e  g e n e r a l l y  t h e  view of t h e  Congres s ,  
t h a t  t h e  r e v o l v i n g  fund mechanism shou ld  be a u t h o r i z e d  o n l y  
f o r  b u s i n e s s l i k e  o p e r a t i o n s ,  where t h e  l e v e l  of a c t i v i t y  
t e n d s  t o  be d e t e r m i n e d  by demand and t h e  r e s u l t i n g  
c o l l e c t i o n s .  

R a t h e r  t h a n  f o c u s i n g  on o f f s e t t i n g  c o l l e c t i o n s ,  a more 
i m p o r t a n t  c o n s i d e r a t i o n  i n  r ev iewing  c u r r e n t  C o n g r e s s i o n a l  
c o n t r o l  of b u d g e t a r y  resources may be the magnitude of budget  
a u t h o r i t y  t h a t  h a s  been  permanent ly  e n a c t e d  and does n o t  
require c u r r e n t  C o n g r e s s i o n a l  a c t i o n .  I n  t h e  1981  Budget , 
i t  was estimated t h a t  $432.9 b i l l i o n  of 1 9 8 1  budge t  a u t h o r i t y  
w i l l  be made a v a i l a b l e  th rough  c u r r e n t  ac t ion  of Congress .  
On t h e  o ther  hand,  i t  was est imated t h a t  $351.8 b i l l i o n  of 
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COMPTROLLER GENERAL'S REVOLVING FUNDS : FULL 
REPORT TO THE DISCLOSURE NEEDED FOR BETTER 
HOUSE COMMITTEE ON CONGRESSIONAL CONTROL 
THE BUDGET 

D I G E S T  - - - - - -  
The Congress e s t a b l i s h e s  revolving f u n d s  t o  
finance Federal programs which ca r ry  on a 
b u s i n e s s l i k e  cycle  of operat ions.  Receipts 
from program operat ions a r e  earmarked f o r  
fu tu re  operat ions of the f u n d .  Revolving 
funds became popular during t h e  1930s when 
many of the la rge  Government corpora t ions  were 
founded. Although t h e  number of funds has not 
grown recen t ly ,  revolving f u n d  f i n a n c i a l  t rans-  
ac t ions  have. "The Budget of the U.S.  Govern- 
ment" for  f i s c a l  year 1977  l i s t s  185 revolving 
fund accounts w i t h  projected r e c e i p t s  of $ 7 0 . 6  
b i l l i o n  and gross  out lays  (payments) of $75 
billion--approximately 20 percent  of t h e  t o t a l  
Federal r e c e i p t s  and o u t l a y s  p ro jec ted  f o r  
the year. 

Revolving f u n d s  a r e  d i v i d e d  i n t o  th ree  major 
groups ( s e e  pp. 4 t o  6 ) :  

(See pp. '2 t o  9.) 

--Public en te rp r i se :  Business conducted 
pr imari ly  w i t h  customers ou t s ide  the  
Government. These funds have the g r e a t e s t  
impact upon congressional con t ro l .  

--Intragovernmental: Business conducted p r i -  
marily w i t h i n  and between Federal agencies.  

--Trust revolving: Business conducted w i t h  
r e c e i p t s  h e l d  by the Government i n  a 
f i duc ia ry  ( i . e . ,  t r u s t )  capac i ty .  

I n  1 9 6 7 ,  the Pres ident  appointed t h e  Commission 
on Budget Concepts t o  review Federal budget 
concepts and recommend changes i n  the  Federal 
budget process ,  The  Commission made two rec- 
ommendations which have had a d i r e c t  and l a s t -  
i n g  impact on revolving f u n d s  and t h e i r  i n c l u -  
s ion i n  t h e  budget: (1) f i n a n c i a l  a c t i v i t i e s  
of publ ic  e n t e r p r i s e  revolving f u n d s  should be 
included i n  the budget t o t a l s  on a n e t  ou t lay  
b a s i s  and ( 2 )  t he re  should be a c o n s i s t e n t  
c l a s s i f i c a t i o n  of revolving f u n d  accounts i n  
the budget. , 

31 . Upon removal, the report v Cover at0 should be noted hereon. PAD-7 7- 2 5 
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7 

A summary of the@ ts r e v e a l  t h a t  be tween 1967 and 1984 ,  
o f f s e t t i n g  E4311 we a c t u a l l y  d e c r e a s e d  r e l a t i v e  to  
t h e  budget and to ta l s .  

[ f i s c a l  yearsr i n  b i l l i o n s  o f  d o l l a r s )  

1 9 8 1  
Estimates 

1967 i n  1 9 8 1  
A c t u a l  Budget  

T a t a l  budge$ and o f f - b u d g e t  
Outl~ys......*,.......~*..*~.* $158.3 $6.33. 9 

P r o p r i e t a r y  receipts ,  .......... $4.9  $25.4 

o f f s e t t i n g  collections from 
non-Feda ra l  sources - 1//........ $27.0 $76.2 

O f f s e t s  as p e r c e n t  of b u d g e t  
and  o f f - b u d g e t  o u t l a y  totals . ,  20.2 16.0 

- 1/ A d j u s t m e n t s  i n  t h e  1 9 8 1  amounts  (-$12.2 b i l l i o n )  have  been  
made to correct r e p o r t i n g  errors o f  c e r t a i n  c o l l e c t i o n s  
frQm o f f - b u d g e t  F e d e r a l  e n t i t i e s  ( F e d e r a l  F i n a n c i n g  Bank) 
c h a r a c t e r i z e d  as c o l l e c t i o n s  f rom non-Federa l  sources. 

We t r u s t  t h e s e  comments w i l l  be h e l p f u l  to you. 

S i n c e r e l y ,  

/ Dale R. McOmber 
A s s i s t a n t  Director 

f o r  Budget  Review 
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in financial activities of public enterprise 
revolving funds being reflected in the Federal 
budget on a gross basis. 

- REVOLVING -- FUND CRITERIA --I 

Revolving funds are not established by the 
Congress on the basis of any uniform criteria 
as to when revolving fund financing is neces- 
sary or appropriate. Moreover, authorizing 
legislation does not always clearly provide 
that a revolving fund is to be established. 
GAO, the Treasury, and the Office of Management 
and Budget provide different criteria for 
the classification of accounts as revolving 
funds. Some accounts classified as revolving 
funds do not meet the written criteria. For 
instance, although the criteria specifies 
that an activity should be self-financing, 
outlays often exceed receipts by large 
amounts in many public enterprise revolving 
funds. When this happens, the funds must 
receive some form of additional budget au- 
thority through appropriation acts. Other 
programs, with operations similar to re- 
volving fund programs, have not been es- 
tablished as such by the Congress. 

Together with the executive branch, the 
Congress should develop and utilize a common 
criteria for establishing and classifying 
all revolving funds. 

Before establishing any additional revolving 
funds, the Congress should study the full 
financial implications of each new proposal 
and incorporate the findings of such a study 
in reports and documents on the legislation. 

The Director of the Office of Management and 
Budget should periodically review, in depth, 
all established revolving funds in the budget 
to determine whether (1) they still meet the 
established criteria for revolving funds and 
( 2 )  the accounts should continue to operate 
as revolving funds. The results of such re- 
views should be given to congressional com- 
mittees, the Department of the Treasury, the 
Congressional Budget Off ice, and GAO. 

3 3  
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Cangressional Budget Act Of 
has become more involved i n  
process ,  e s p e c i a l l y  i n  
among Federal f u n c t i a n s .  

Because of the r changes i n  t h e  budget 
process lbroulght about by the a c t ,  GAlO bel ieves  
the gcactiolre of net out lay accounting for  pub- 

l v i n g  f u n d s  should be 
ing  publ ic  e n t e r p r i s e  revolving 
iesrllnl budget on a ne t  ou t lay  

m d  understates  t h e  t r u e  
mmc a c t i v i t i e s  as well a s  
ildiwleuJl revolving fund pro- 
ngrass  does not  have t h e  

maat a~~anaupi31arEm~Il Information f o r  making f u t u r e  

Stepa rrsihowld a l s o  be taken t o  r e in fo rce  t h e  
1967 Canmimion'@ recoawlendation f o r  cons is t -  
e n t  application of revolving fund c r i t e r i a .  
Questioaua axist cibincervling accounts present ly  
c l a s s i f i e d  8s revolvltng f u n d s .  (See pp. 42 
t o  5 8 . )  

budget I C l l ~ l l n ~ :  L s l i i ~ n ~  . 

MET OUTLAY ACCOUNTING 
e--- -- 
Although revolving f u n d  t r ansac t ions  a r e  
present ly  accounted f a r  i n  t h e  budget on 
a n e t  b m i s ,  t h e  l e v e l  of f i n a n c i a l  a c t i v i t y  
c a r r i e d  on by revolving f u n d s  would most 
c l e a r l y  be shown by recording t o t a l  ou t lays  
( i . e . ,  on a gross  b a s i s ) .  For example, of 
the $33.8 b i l l i o n  of Government f inanc ia l  
a c t i v i t y  projected t o  be conducted w i t h  t h e  
publ ic  through publ ic  e n t e r p r i s e  revolving 
f u n d s  i n  f i s c a l  year 1 9 7 7 ,  only $5 .8  b i l l i o n  
was included i n  the 1977 budget  out lay 
t o t a l s .  The $27.8 b i l l i o n  i n  r e c e i p t s  was 
deducted from t h e  $33.6 b i l l i o n  i n  ou t lays  
and vae~ not i n c l u d e d ,  T h i s  $27.8 b i l l i o n  
was, in e f f e c t ,  t r ea t ed  a s  i f  i t  were not 
pard: 06 t h e  budget. (See p ,  62.) 

Although f i s c a l  year 1977 budget da ta  is  used 
throughout t h i s  r epor t  ( s e e  p. 1) t h e  con- 
c lus ions  and recommendations presented would 
not change i f  1978 budget da ta  were used. 

The Director of t h e  Off ice  of Management and 
Budget should make appropr ia te  changes i n  
cu r ren t  budget procedures which w i l l  r e s u l t  

3 2  
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Tear Sheet. Upon removd, the report 
cover date should be noted hereon. 
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COMPTROLLER GENERAL’S FEDERAL BUDGET OUTLAY ESTI- 
REPORT TO THE BUDGET MATES: A GROWING PROBLEM 
PROCESS TASK FORCE 
HOUSE BUDGET COMI~1I”ITEE 

- - -  D I G & S _ T  

GAO fourid a large and growing variance 
between estimated and actual outlays as 
shown by a 17 percent, or $7 billion, 
increase in the budget year difference 
for 50 large accounts from fiscal years 
1977 to 1978. First estimates varied 
from actuals by $37 billion. The same 
accounts in fiscal year 1978 varied by 
$ 4 4  billion. (See p.  3.) 

Estimates yenerally swing between longfalls, 
or underestimates in the budget year, and 
shortfalls, or overestimates in the current 
year. In 1377, for example, there was a 
$17 billion swing from an $8.6 billion 
longfall to an $8 .4  billion shortfall. 
The budyet year estimates reflect the 
administration’s concern about the growing 
deficit and the need to hold down spending. 
The  shift to a shortfall, or overestimate in 
current year estimates (12 months later), 
reflects the administration’s assessment of 
actual financial needs to carry out legis- 
lation enacted by the Congress. (See p.  10.) 

Fiscal year 1377 and 1978 estimates at 
critical points in time vary significantly 
from actuals. However, there is early 
evidence that fiscal year 1979 outlay 
estimates may not result in a shortfall. 
(See p. 11.) 

The estimating process is riot an exact 
science; rather it is flexible and 
changing. It can be influenced by a 
number of variables. Many of these 
variables are uncontrollable, such as the 
effect of congressional action, and others 
are controllable, such ds historic upward 
bias (the past tendency to overestimate). 
Budget data must be accurate to be useful. 

. . . . . . . 
.~ 

. . .’ 
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AGENCY COMlwbEWT8 

While t h e  Off ice  of Management and Eudget 
agreed i n  p r inc  l e  w i t h  most of G A O ' s  recom- 
mendations, i t  jec ted  t o  G A O ' s  recommenda- 
t i on  t h a t  p u b l i c  e n t e r p r i s e  revolving f u n d s  
be irmreZwdaidi in, the Fsderal  budget t o t a l s  on 
the bg161t~ af total expenses. I n  GAO's v i e w ,  
thee CanqJraasSa1nal g a t  Act  of  1 9 7 4 ,  w i t h  
its glraautar cmgreasfolaal involvement i n  t h e  

a~e199Ia~ regtliraa full and complete 
a af information t a  the Congress. 

--*-,--- 

kppcopsiations Committee agreed w i t h  
t h e  t h r u s t  olf t h a  recommendatialns. The Depart- 
meent of  the Treas~ury and t h e  Congressional Bwd- 
get  officen balieve G W g s  recommendations meri t  
serlclrusl conabderation. These agencies and the 
offhcc caf lHaneulg@ment and Budget pointed out 
t h a t  GAO'es r@commendations, i f  adopted, w i l l  
requirei changes i n  t h e  budget processI  es- 
p e c i a l l y  i m  the  methodril of repor t ing  and d i s -  
closlnq Einmeia l i  information, Making these 
changae vill.seguise coordination among con- 
cerned portlea,  G&O bel ieves  t h i s  should be 
done and w i l l  a s s i s t  i n  t h e  t ask .  

3 4  
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GAO 
n o t  

found t h a t  $76.4 b i l l i o n  i n  o u t l a y s  was 
i n c l u d e d  i n  f i s c a l  y e a r  1977 Government- 

w ide  n e t  o u t l a y s  o f  $402.8  b i l l i o n .  These  
o u t l a y s  i n c l u d e d  b o t h  o f f s e t s  f rom col lec-  
t i o n s  and rece ip ts  from b u s i n e s s  t r a n s a c -  
t i o n s  w i t h  t h e  pub l i c  and  o u t l a y s  o f  o f f -  
b u d g e t  F e d e r a l  e n t i t i e s .  Estimates o f  o f f -  
s e t t i n g  c o l l e c t i o n s  and o f f s e t t i n g  r e c e i p t s  
have  n o t  been  r e l i a b l e .  The c u r r e n t  method 
of p r e s e n t i n g  t h e s e  t r a n s a c t i o n s  as  o f f s e t s  
a g a i n s t  b u d g e t  a u t h o r i t y  and o u t l a y s  
d i s t o r t s  b u d g e t  numbers and makes t h e  b u d g e t  
u n n e c e s s a r i l y  complex. (See p.  32.) 

The Director, O f f i c e  o f  Management and 
Budget ,  s h o u l d  a l so :  

--Change t h e  p r e s e n t a t i o n  of o f f s e t t i n g  col- 
l e c t i o n s  f rom n o n - F e d e r a l  s o u r c e s  and 
o f f s e t t i n g  rece ip ts  from t h e  p u b l i c  by 
i n c l u d i n g  them i n  r e v e n u e  t o t a l s  and  by 
n o t  s u b t r a c t i n g  them f rom b u d g e t  a u t h o r i t y  
and o u t l a y s .  T h i s  recommendat ion  i n v o l v e s  
o n l y  a change  i n  P r e s e n t a t i o n  o f  d a t a  f o r  
c l a r i t y .  A v a i l a b i l i t y  o f  r e v e n u e s  f rom 
b u s i n e s s - t y p e  t r a n s a c t i o n s  is n o t  a f f e c -  
t e d .  

- - I n c l u d e  o f f s e t t i n g  c o l l e c t i o n s  and  o f fse t -  
t i n g  rece ip ts  f rom o f f - b u d g e t  a g e n c i e s  
u n d e r  r e v e n u e s  and  n o t  s u b t r a c t  them f rom 
b u d g e t  a u t h o r i t y  and o u t l a y s .  A s  l o n g  a s  
o f f - b u d g e t  a g e n c i e s  a re  e x c l u d e d  f rom b u d g e t  
t o t a l s ,  t h i s  c h a n g e  w i l l  n o t  r e s u l t  i n  
d o u b l e  c o u n t i n g .  Of f -budge t  a g e n c i e s  s h o u l d  
be r e t u r n e d  t o  t h e  b u d g e t .  ( I f  t h e y  are 
r e t u r n e d  t o  t h e  b u d g e t ,  t h i s  recommenda- 
t i o n  would no  l o n g e r  b e  appropr i a t e . )  

--Apply t h e  recommendat ions  s e t  f o r t h  t o  
improve  o u t l a y  estimates t o  estimates of 
o f f s e t t i n g  c o l l e c t i o n s  and  o f f s e t t i n g  
receipts .  
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Controllable factors should be of concern 
to imprave outlay estimates, 

As a result of increased interest in outlay 
estimates, both the Office of Manayement 
and Budget and the Conyressional Budget 
Office, are striving to achieve more 
accurate! eratimatea, For example, the office 
of Miangag~rnmt and Budget is increasing 
its emphashr o rwu-r tracking of out- 
lay& and qol~mparisons with pro~ections. 
The result;@ of them eEfortrs are not yet 
known, but GipIO believes they are a step 
in the right direction. (See ch. 5.) 

The Dire3@t;,QrI Office of Management arid 
Budget, ahauld make further efforts to 
improve outlay estimates by: 

(See ch. 4 . )  

--Establishing criteria for acceptable 
Lavela of accuracy f o r  estimates, to 
be! w e d  as a guide in defining signifi- 
cant variances to be pursued. 

--Camparing actual outlays to estimates 
m a  providing a detailed explanation 
tann~ailly concerning those accounts 
in which there were significant 
variances. 

--Identifying corrective action to 
irnprove emtimates in future years 
when such actLon is feasible. 

--Making information on variances and 
related corrective action available 
to congressional users and including 
it in &udget justifications where 
appropriate. 

setting and variance analysis toward 
accounts with the largest outlays. 

the procedures used to develop out- 
lay estimates, including documenting 
assumptions and subjective modifica- 
tions made by reviewing officials. 

--Applying early efforts in goal 

--Requiring each agency to document 
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COMPTROLLER GENERAL'S SPENDING AUTHORITY RECORDINGS 
REPORT TO THE COIUGRESS IN CERTAIN REVOLVING FUNDS 

IMPAIR CONGRESSIONAL BUDGET 
CONTROL 

- D L S P S T  

Program administrators use "budget authority" 
to borrow amounts from Treasury or non- 
Treasury sources to finance their revolving 
fund loan programs. In some cases, this 
authority--"borrowing authority"--represents 
authorized net borrowings (gross borrowings 
less repayments) rather than authorized 
gross borrowings. (See p. 3.) 

BORROWINGS EXCEED RECORDED AUTHORITY 

As a consequence of the netting procedure, 
a program's total (gross) borrowings in a 
fiscal year can easily exceed its recorded 
borrowing authority for the year. Further- 
more, this gap between the authority recorded 
in the budget and total borrowings can in- 
crease in succeeding years as recordings of 
borrowing authority are used fo r  several 
cycles of borrowings--rolled over. Over 
fiscal years 1932-79, Government-wide re- 
corded authorizations for borrowings from 
Treasury totaled about $232 b i l l i o n ,  while 
total actual borrowings from Treasury cume 
to about $460 billion--almost twice the 
amount of recorded authorizations. (See p. 4.) 

There were programs in 22 accounts spanning 
12 Federal departments and independent agen- 
cies in fiscal year 1979 which had followed 
the netting procedure in their borrowings 
from both Treasury and non-Treasury sources. 
These programs had outstanding borrowings 
from Treasury (September 30, 1979) totaling 
about $96 billion. (See p. 13.) 

CONGRESSIONAL BUDGETARY CONTROL SUFFERS 
UNDER THE NETTING PROCEDURE 

GAO believes that t h e  Congress' budgetary 
control , including annual controls on pro- 
gram and aggregate budget authority amounts, 

-Upon removal. the report 
cover 8 should be noted hereon. 
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udget Proeess T a s k  
mittee, GAO d i d  n o t  
on  t h i s  report. How- 

s agencies c o n c e r n e d  
l comments on case 

t the Qftice of Manage- 
the C o n g r e s s i o n a l  Budget 
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cycles of borrowings in the absenc 
con ressional authorizations. It is GAO’s 

served when cong 
Federal activities and fundfng le 
including borrowings, is exercise 
periodic reviews and affirmative action in 
the appropriations process. (See p. 2 7 . ) ’  

pos 9 tion that th publiq interest 
ssional control over 

GROSS-BASED. BORROWXNG AUTHORITY 
IMPROVEMENT MIGHT NOT GO FAR ENOUGH 

Conversion to gross-based borrowing abtho 
ity in revolving fund loan programs would 
result in budget authority recordings th’qt 
express more fully the, obligational authqr- 
ity made available through borrowings. ’ 

However, such gross recordings, plus any : 
other recordings under current procedures ’ 

(appropriations, contract authority), stil 
might not fully express total obligational , 

authority made available. Total obligationql 
authority in these revolving fund programs 
also includes (besides authority derived from 
borrowings, appropriations, etc.) the col- 
lections made available through the cycle of 
program operations and assorted financing 
mechanisms (sale of assets, etc.). Budget 
authority recordings in these cases should 
encompass the authority to obligate funds 
whatever their source, including collections 
from program operations. (See p. 3 0 . )  

RECOMMENDATIONS 

The Director of OMB should revise t h e  way 
the definition of budget authority is  applied 
to revolving fund loan programs so that 
budget authority for these programs is the 
amount of gross obligations, or gross loan 
obligations, authorized to be made. (See p. 36.) 

The Congress, in reviewing revolving fund 
loan programs, should place specific limits 
on the gross obligations, or gross loan 
obligations, authorized to be made, and 
require that such limits be treated as 
the relevant budget authority amounts. 
(See p. 36.) 
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s u f f e r s  when budget au tho r i ty  recordings f a r  
ogrkams expreas 
or  leeveral rleai 

F i r s t ,  net-hsa d i n g s  o f  borrowing 
au tho r i ty  do not  d i sc lose  t h e  f u l l  amount-- 
which they should--of ob l iga t iona l  au tho r i ty  
made aoai3abJe through authorized borrow- 

i h g  alddiei ob1 iga t iona l  
aynecn t B  on bar r owings 
3d1 not be used t o  obscure 
utheslrity made ava i l ab le  by 

lw lslarr~ovirr~qs i n  t h e  same year. 
a t tempts  t o  control. ob1 iga- 

t i ona l  autblority by $ct ing on net-based 
borrowing au tho r i ty  w i l l  n o t  completely eon- 
tr0.3 ac tua l  ob l iga t iona l  au tho r i ty  levels ,  
and r e s u l t  i n  bwd;get t o t a 3 s  t h a t  provide a 
d i s t o r t e d  p i c tu re  of t h e  ob l iga t iona l  author- 
i t y  providvlrd through borrowing au tho r i ty .  

Second, u b e  of net-based borrowing au tho r i ty  
zhnauintrs l e s sens  budgetary consis teny,  there- 
by complicating t h e  budgetary process and 
making it  inore d i f f i c u l t  for t h e  Congress t o  
set p r i o r i t i e s  and make comparisons among 
programs. 
recordings and t o t a l s  for  programs financed 
w i t h  appropr ia t ions  reprelsent gross ,  not n e t ,  
Eunds. (Seer p. 2 4 . )  

A l s o ,  t h e r e  a r e  several  programs i n  the bud- 
g e t  i n  wh ich  borrowing au tho r i ty  recordings 
represent  authorized gross  borrowings, not 
n e t .  ThiertBfQre, use of net-based borrowing 
au tho r i ty  recordings and f i g u r e s  i n t e r j e c t s  
inconsistency i n t o  budget amounts. 
consistency a l s o  app l i e s  t o  t h e  amounts and 
and t o t a l s  i n  the Congressional Budget 
O f f i c e ' s  budget  "scorekeeping" repor t s .  I t  
i s  d i f f i c u L t  for  t h e  Congress t o  set pr ior -  
i t i es  among programs and achieve t h e  intended 
r e s u l t s  if prograns'funding levels a r e  con- 
puted under d i f f e r e n t  ru l e s .  (See p. 2 7 . )  

Third,  net-based borrowing au tho r i ty  o f t e n  
e n t a i l @  "backdoor spending." GAO bel ieves  
t h a t  t h e  Congress' budgetary cont ro l  i s  
weakened when agencies may conduct several  

(See p. 22.1  

GAO nates  t h a t  budget au tho r i ty  

T h i s  i n -  
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