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Federal Budget Estimates for Fiscal Year 2008

By Mary L. Roy and Andrew P. Cairns

N February 5, 2007, the President submitted the

Federal Budget of the United States Government,
Fiscal Year 2008 to Congress.! For fiscal year 2008, the
Federal budget projects a $239.4 billion deficit, a $4.8
billion decrease from the $244.2 billion deficit that is
projected for fiscal year 2007. Fiscal year 2006 ended
with a $248.2 billion deficit.?

The budget is presented on a “unified budget” basis,
in effect, on a cash basis. It is a financial plan for the
Federal Government. Based on this proposed budget,
the Bureau of Economic Analysis annually prepares es-
timates of Federal Government current receipts and
expenditures. These translated estimates are consistent
with the national income and product accounts
(NIPAs), which are designed to broadly measure out-
put and income from production (see the box “NIPA
Estimates of the Federal Sector and the Federal Budget
Estimates”). Because the estimates of receipts and ex-
penditures are based on the budget estimates, they em-
body the same assumptions about unemployment,
inflation, long-term interest rates, and other variables.?

This analysis thus provides a way to gauge the effects
of the Federal budget on various aggregate measures of
U.S. economic activity, such as the Federal Govern-
ment’s impact on national saving. The results of the
analysis include the following:

o NIPA net Federal Government saving for fiscal year
2008 is projected to be —$238.3 billion, a $4.9 bil-
lion decrease from net Federal Government saving
of —$233.4 billion that is projected for fiscal year
2007.

eProposed legislative and program changes would
add $201.2 billion to the Federal budget deficit in
fiscal year 2008; the increase mainly reflects a pro-
posed appropriation to continue funding for the

1. Executive Office of the President, Office of Management and Budget,
Budget of the United States Government, Fiscal Year 2008 (Washington, DC:
U.S. Government Printing Office, 2007); <www.whitehouse.gov/omb/bud-
get/fy2008/budget.html>.

2. These estimates of the Federal budget are derived from all Federal
transactions; they are the difference between the unified budget receipts
and the unified budget outlays. Other measures of the Federal budget that
differ from these measures may present off-budget and on-budget transac-
tions and trust funds surplus and Federal funds deficit.

3. See “Economic Assumptions,” in Analytical Perspectives: Budget of the
United States Government, Fiscal Year 2008, 165—174.

global war on terror and a proposed extension of

the alternative minimum tax relief for individuals.

The rest of this article is divided into four sections.
First, the budget estimates are summarized, and the ef-
fects of the major legislative proposals and program
changes on the budget are reviewed. Second, the bud-
get projections and the NIPA estimates are compared.
Third, annual and quarterly NIPA estimates for fiscal
years 2007 and 2008 that are based on the budget are
presented. Fourth, the methodology used to translate
the budget projections into the NIPA framework is ex-
plained.

The Budget Estimates
Federal budget receipts in fiscal year 2008 are projected
to increase $122.4 billion, to $2,662.5 billion, accord-
ing to the President’s budget proposal (table 1). Federal
budget receipts in fiscal year 2007 are estimated to be
$2,540.1 billion, a $132.8 billion increase. The deceler-
ation is more than accounted for by a deceleration in
individual income taxes, which would increase $77.8
billion in 2008 after increasing $124.9 billion in 2007,
and a continued decline in corporation income taxes,
which would decrease $27.1 billion after decreasing
$11.9 billion in 2007. The deceleration in budget re-
ceipts in 2008 is tempered by an acceleration in social
insurance taxes and contributions, which would in-
crease $53.8 billion after increasing $35.6 billion, and
by an upturn in excise taxes, which would increase
$11.0 billion after decreasing $16.9 billion.

Table 1. Budget Receipts by Source

[Billions of dollars]

Level for fiscal year Change from preceding year
2005 | 2006 | 2007 | 2008 | 2006 | 2007 | 2008

Budget receipts......... 2,153.9| 2,407.3| 2,540.1| 2,662.5| 253.4| 132.8| 1224

Individual income ta: 927.2| 1,043.9| 1,168.8| 1,246.6| 116.7| 124.9 778

Corporation income taxes . 278.3| 353.9| 3421 3149 756 -11.9| -27.1
Social insurance taxes and

contributions 794.1| 837.8| 8734 9272 437 35.6 53.8

Excise taxes....... 731 74.0 571 68.1 09| -16.9 11.0

Estate and gift taxes 24.8 27.9 25.3 25.7 3.1 -2.6 0.4

Customs duties ....... 234 24.8 26.8 29.2 1.4 2.0 25

Miscellaneous receip 33.0 45.0 46.7 50.7 12.0 1.7 4.0

Source: Buaget of the United States Government, Fiscal Year 2008.
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NIPA Estimates of the Federal Sector and the Federal Budget Estimates

The Bureau of Economic Analysis (BEA) prepares estimates of
the Federal sector in the framework of the national income and
product accounts (NIPAs). Unlike the Federal budget, which is

a financial plan of the Government, the NIPA Federal estimates

are designed to facilitate macroeconomic analyses of the effects

of Federal Government activity on national and personal
income and on national saving.!

Unlike the Federal budget estimates, the NIPAs distinguish
current transactions from capital transactions. Current trans-
actions for production, for income, and for consumption are
presented in the summary NIPA accounts 1-5, and capital
transactions for the acquisition and disposal of nonfinancial
assets are presented in summary NIPA accounts 6 and 7.2
Because of this organization, the following types of transac-
tions are not included in NIPA Federal Government current
receipts and current expenditures but are shown in account 6
and as addenda items in NIPA table 3.2:

« Government investment in fixed assets. In the NIPAs, gov-
ernment consumption expenditures exclude investment in
fixed assets and include consumption of fixed capital, a
depreciation charge on fixed assets that are used in produc-
tion.

« Transfers involving the acquisition or disposal of assets. In
the NIPAs, these transactions are classified as capital transfer
receipts and payments and are presented in the domestic
capital account.’ Capital transfers include certain investment
grants-in-aid to state and local governments, investment
subsidies to businesses, lump-sum payments to amortize the
unfunded liability of the Uniformed Services Retiree Health
Care Fund, and estate and gift taxes.

o Transactions involving nonproduced assets. In the NIPAs,
purchases and sales of nonproduced assets, such as land and
the radio spectrum, are reflected in “capital account transac-
tions (net)” in the domestic capital account.

The NIPA estimates also differ from the budget estimates
because of the scope and coverage of the Federal Government
sector. Examples include the following:

o Retirement plans. Government employee contributions to
retirement plans are included in budget receipts, but they are

1. For a comparison, see tables 4 and 5 and NIPA table 3.18B. See also
“National Income and Product Accounts” in Analytical Perspectives: Budget of
the U.S. Government, 203—208.

2. Current transactions are presented in the “Domestic Income and Product
Account,” “Private Enterprise Income Account,” “Personal Income and Outlay
Account,” “Government Receipts and Expenditures Account,” and “Foreign
Transactions Current Account.” Capital transactions are presented in the
“Domestic Capital Account” and the “Foreign Transactions Capital Account.”
See “Summary National Income and Product Accounts,” SURVEY OF CURRENT
Business 86 (August 2006): 38—39. The Federal Government components of the
domestic capital account are often shown as addenda in tables presenting Fed-
eral Government current receipts and expenditures.

3. The flow of funds accounts of the Federal Reserve Board present detailed
information on the acquisition and disposal of financial assets and liabilities by
U.S. economic sectors, including the Federal Government.

excluded from NIPA current receipts because they are
included in personal income as part of the income of
employees. Similarly, Federal employee retirement benefits
are included in budget outlays, but they are excluded from
NIPA current expenditures because the benefits are paid
from assets that represent equity belonging to the personal
sector.

o Other differences. The NIPA Federal Government sector
excludes certain transactions with the residents of Puerto
Rico and the U.S. Territories and with the Federal Commu-
nication Commission Universal Service Fund.

Receipts

NIPA Federal Government current receipts differ from Federal
budget receipts because of differences in coverage, netting and
grossing, and timing.* For most years, the differences between
NIPA current receipts and budget receipts primarily reflect
capital transfers received, supplementary medical insurance
premiums, and personal and business current transfer receipts.
(Personal and business current transfer receipts are classified as
receipts in the NIPAs, but some are netted against outlays in
the budget.)

Expenditures

NIPA Federal Government current expenditures differ from
Federal budget outlays because of differences in coverage, net-
ting and grossing, and timing. For most years, the differences
between the two measures primarily reflect capital transfers
paid, Federal employee retirement plan transactions, personal
and business current transfer receipts, and net investment.

In the NIPAs, budget outlays for national defense and non-
defense are reflected in both consumption expenditures and
gross investment. For national defense, the budget outlays dif-
fer from the NIPA estimates for several reasons:

o The NIPA measure includes general government consump-
tion of fixed capital.

o In the NIPAs, cash payments to amortize the unfunded lia-
bility for military and civilian retirement benefits are
included as defense consumption expenditures; the budget
records these payments as intergovernmental transactions.

o NIPA expenditures are recorded on a delivery (accrual)
basis, and budget outlays are recorded on a cash basis; thus,
in the NIPAs, all work in progress except ships and struc-
tures are included as part of change in private inventories.

4. The differences in coverage arise because certain transactions that are
excluded from the NIPAs are included in the budget (and vice versa). The dif-
ferences in netting and grossing arise because certain transactions are recorded
as offsets to outlays in the budget, but they are recorded as receipts in the
NIPAs (and vice versa). The differences in timing arise because in the budget,
most receipts and outlays are recorded on a cash basis, and in the NIPAs, some
transactions are recorded on an accrual basis.
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Federal budget outlays in fiscal year 2008 are pro-
jected to increase $117.6 billion, to $2,901.9 billion (ta-
ble 2). Federal budget outlays in fiscal year 2007 are
estimated to be $2,784.3 billion, a $128.8 billion in-
crease. The deceleration is accounted for by decelera-
tions in outlays for the following functions: Medicare,
national defense, social security, international affairs,
health, and administration of justice. Downturns in
outlays for natural resources and the environment and
energy also contributed to the deceleration. The decel-
eration in budget outlays is moderated by smaller
decreases in outlays for the following functions: Com-
munity and regional development; education, train-
ing, employment, and social services; agriculture; and
commerce and housing credit. Outlays for net interest,
veterans benefits and services, and income security
would accelerate, and “undistributed offsetting re-
ceipts” would decrease less.

For Medicare, budget outlays would increase $19.4
billion in 2008 after increasing $42.4 billion in 2007.
For national defense, budget outlays would increase
$34.7 billion after increasing $50.0 billion. For social
security, budget outlays would increase $26.0 billion
after increasing $38.0 billion. For international affairs,
budget outlays would increase $1.1 billion after in-
creasing $5.5 billion. For natural resources and the en-
vironment, budget outlays would decrease $2.3 billion
after increasing $2.1 billion.

For community and regional development, budget
outlays would decrease $8.0 billion in 2008 after de-

Table 2. Budget Outlays by Function

[Billions of dollars]

Federal Budget Estimates

Level for fiscal year Change from preceding year
2005 | 2006 | 2007 | 2008 | 2006 | 2007 | 2008
Budget outlays 2,472.2| 2,655.4| 2,784.3|1 2,901.9| 183.2| 128.8 117.6
National defense 4953| 521.8| 571.9| 606.5 26.5 50.0 347
International affairs 346 295 351 36.1 -5.0 55 11
General science, space, and
technology 236 236 249 266 0.0 1.2 1.8
Energy ............ . 0.4 0.8 1.8 1.4 0.4 1.1 -0.4
Natural resour
environment 28.0 33.1 35.2 32.9 5.0 2.1 -2.3
Agriculture....... 26.6| 260 20.1 19.9 -0.6 -5.9 -0.2
Commerce 7.6 6.2 0.2 -2.0 -14 -6.0 -2.3
Transportation .... 67.9 70.2 74.6 79.3 2.3 4.4 4.7
Community and regional
development ..o 26.3 54.5 32.6 24.7 283| -219 -8.0
Education, training, employment,
and social Services .................. 97.6| 1186 94.0 82.7 210 -246| -11.2
Health........ .| 250.6| 252.8| 268.5| 280.6 22 15.8 12.1
Medicare ... 2986 3299| 3723| 391.6 31.2 424 19.4
Income security .. 345.8| 3525| 365.4| 380.8 6.6 12.9 15.4
Social security ... 523.3| 5485| 586.5| 6125 25.2 38.0 26.0
Veterans benefits and services ... 70.2 69.8 724 83.4 -0.3 2.6 11.0
Administration of justice .............. 40.0 41.0 453 47.0 1.0 43 1.7
General government..... . 17.0 18.2 18.8 20.7 12 0.5 2.0
Net interest......... 184.0| 2266| 239.2| 261.3 42.6 12.6 221
AlIOWANCES ... | reeierens 74 P25 I [P IS -5.4
Undistributed offs -652| -683| -81.8| -86.3 -30| -136 -44

1. Allowances are included in budget totals to cover certain budgetary transactions that are expected to

increase or decrease outlays, receipts, or budget authority but that are not reflected in the program details.

2. Undistributed offsetting receipts are two categories of collections that are governmental in nature and that

are not credited to expenditure accounts: Receipts from performing business-like activities, such as proceeds
from selling Federal assets or leases; and shifts from one account to another, such as agency payments to retire-

ment funds.
Source: Buaget of the United States Government, Fiscal Year 2008.
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creasing $21.9 billion in 2007. For education, training,
employment, and social services, budget outlays would
decrease $11.2 billion after decreasing $24.6 billion.
For agriculture, budget outlays would decrease $0.2
billion after decreasing $5.9 billion. For commerce and
housing credit, budget outlays would decrease $2.3 bil-
lion after decreasing $6.0 billion.

For net interest, budget outlays would increase
$22.1 billion after increasing $12.6 billion. “Undistrib-
uted offsetting receipts” (negative outlays) would in-
crease $4.4 billion after increasing $13.6 billion. For
veterans benefits and services, budget outlays would
increase $11.0 billion after increasing $2.6 billion. For
income security, budget outlays would increase $15.4
billion after increasing $12.9 billion.

Proposed legislative and program changes

The budget for fiscal year 2008 proposes changes in
legislation and in programs that would increase the
Federal deficit $58.9 billion in fiscal year 2007 and
$201.2 billion in fiscal year 2008 (table 3).*

Receipts. If proposed legislation is enacted, receipts
would decrease $9.6 billion in fiscal year 2007 and
$51.5 billion in fiscal year 2008, relative to the current-
services baseline.

o A proposal to extend the amount of the alternative
minimum tax (AMT) exemption and the use of
nonrefundable personal tax credits to offset both
the regular tax and the AMT would reduce receipts
$9.1 billion in fiscal year 2007 and $47.9 billion in
fiscal year 2008.

e A proposal to permanently extend the 20-percent
tax credit for qualified research and experimenta-
tion expenses that are above specified amounts
would reduce receipts $3.2 billion in 2008.

o A proposal to provide enhanced expense-related tax
benefits for small businesses would reduce receipts
$1.6 billion in 2008.

oA proposal to repeal the excise tax for local tele-
phone service would reduce receipts $0.6 billion in
2007 and $0.5 billion in 2008. (See the box “New
Transactions in the NIPA Federal Sector” on page
20.)

e A proposal to extend the unemployment insurance
surtax that requires employers to continue to pay at
a 0.8-percent tax rate for 5 more years before drop-
ping back to a 0.6-percent rate would increase
receipts $1.1 billion in 2008.

4. The estimates of the proposed changes are the differences between the
current-services estimates and the actual budget. The current-services esti-
mates in the 2008 budget reflect certain proposed adjustments to the
requirements for estimating the current-services baseline under the Budget
Enforcement Act.
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e A proposal to expand tax-free savings by replacing
Individual Retirement Accounts (IRAs) with Life-
time Savings Accounts (LSAs) and Retirement Sav-
ings Accounts (RSAs) would increase receipts $1.5
billion in 2008.°
Receipts proposals that are included in the current-

services baseline would increase receipts $0.2 billion in
fiscal year 2007 and would decrease receipts $0.7 bil-
lion in fiscal year 2008 (table 3).

5. Under this proposal, individuals, regardless of age or income, could
make annual nondeductible contributions to each of these accounts. For
tax purposes, LSA distributions would be excluded from income, and RSA
distributions would be excluded from income after the account holder is

SURVEY OF CURRENT BUSINESS

age 58 or in the event of disability or death.

Table 3. Proposed Legislative and Program Changes in the Budget
[Billions of dollars]

Fiscal year
2007 2008
Receipts
Current-services estimates ' .........ccoevevervrreerennns 2,549.7| 2,714.0
Plus: Proposed legislation excluding proposals assumed in the baseline 2 -96| -515
Extend alternative minimum tax relief for individuals ..... -9.1 -47.9
Extend research and experimentation tax credit 0.0 -3.2
Increase expensing for small business .......... 0.0 -16
Repeal excise tax on local telephone service -0.6 -0.5
Improve unemployment insurance...... 0.0 1.1
Expand tax-free savings opportunitie: 0.0 1.5
Other ..., 0.1 -0.9
EQuals: ThE DUAGEL.......cc.ovviieiisie i 2,540.1| 2,662.5
Outlays
Current-services estimates ' .........ccooeverererreeuennns 2,735.0| 2,752.1
Plus. Program changes excluding proposals assumed in the baseline? 49.3| 149.7
National defense 36.8| 137.2
Net Interest ....... 1.5 77
International affairs ... 2.3 41
Veterans benefits and services. 0.0 3.9
Administration of justice..... 0.0 2.3
Allowances °...... 74 241
Transportation ... 0.0 1.1
General science, space, and technology ... 0.0 1.0
Community and regional development 1.2 0.9
Income security 0.0 04
Agriculture.............. 0.0 0.1
Commerce and housing credi 0.0 -0.1
0.0 -0.1
Natural resources and environment.. 0.1 -0.2
Undistributed offsetting receipts *...... -0.1 -0.5
Education, training, employment, and social services ... 0.0 -1.1
Health 0.0 -1.1
i 0.0 -4.0
0.1 -4.0
EqQuals: TRE DUAGEL ..o 2,784.3| 2,901.9
Current-services surplus or deficit (-) -185.3| -38.2
Proposed changes, receipts less outlays . .
Administration budget surplus or deficit (-) ...
Addenda:
Net effect of adjustments to the Budget Enforcement Act current-services baseline 0.2 43.0
Effect on receipts of proposals assumed in the baseline..........ccc..ccccovvucnrinerii 0.2 -0.7
Make permanent certain provisions of the tax cuts enacted in 2001 and 2003:
Repeal of estate and generation-skipping transfer taxes ... -0.2 -14
Extend dividends tax rate structure 0.3 0.7
Adjustments to the baseline for outlays ..... 00| -437
Adjustment for redefinition of emergencies -40.3
Adjustment for cost of pay raise -2.1
Other adjustments 0.0 -12

1. These current-services estimates reflect proposed adjustments to the Budget Enforcement Act current-

services baseline. For information on these adjustments, see “Budget Reform Proposals” in the Analytical
Perspectives.

2. Consistent with the budget, the proposed legislation excludes budget reform proposals that are included in

the baseline.

3. Allowances are included in budget totals to cover certain budgetary transactions that are expected to
increase or decrease outlays, receipts or budget authority but are not reflected in the program details.

4. Undistributed offsetting receipts are two categories of collections that are governmental in nature and

that

are not credited to expenditure accounts: Receipts from performing business-like activities, such as proceeds

from selling Federal assets or leases; and shifts from one account to another, such as agency payments to
ment funds.
Source: Budget of the United States Government, Fiscal Year 2008.
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oA proposal to permanently extend the repeal of
estate taxes and generation-skipping transfer taxes
would reduce receipts $0.2 billion in 2007 and $1.4
billion in 2008.

e A proposal to permanently extend the reduced tax
rate on dividends would increase receipts $0.3 bil-
lion in 2007 and $0.7 billion in 2008.°
Outlays. The budget for fiscal year 2008 would in-

crease total outlays $49.3 billion in fiscal year 2007 and
$149.7 billion in 2008, relative to the current-services
baseline.” The increase in outlays in 2008 is accounted
for by the following items:

e Outlays for national defense would increase $137.2
billion, reflecting a $48.3 billion increase in antici-
pated supplemental funding for the global war on
terror. Proposed changes in discretionary spending
on military operations and maintenance, on mili-
tary personnel, and on procurement would also
contribute to the increase in national defense out-
lays.

e Outlays for net interest would increase $7.7 billion
as a result of the increasing cost of financing the def-
icit.

o Outlays for international affairs would increase $4.1
billion, reflecting an increase in outlays for AIDS
relief and an increase in outlays for reconstruction
and economic support in Iraq and Afghanistan.

eOutlays for veterans benefits and services would
increase $3.9 billion, reflecting the increasing health
care costs associated with the global war on terror
and the aging veterans population.

The increase in outlays is partly offset by proposed
decreases in outlays for Medicare, for education, train-
ing, employment, and social services, for health care,
and for several other functions.

The adjustments to the baseline requirements of the
Budget Enforcement Act would reduce current-ser-
vices-baseline outlays $43.7 billion in fiscal year 2008
(table 3).

e Outlays for national defense, for international aid,
and for disaster assistance would decrease $40.3 bil-
lion in order to exclude emergency funding from
the baseline for years after the year of enactment.

e Outlays would decrease $2.1 billion in order to cor-
rect the overstatement of the cost related to Federal
pay raises in the baseline.?

6. The rate would be 15 percent for taxpayers in individual tax brackets
that are above 15 percent and 5 percent for lower income taxpayers through
2007; the rate for lower income taxpayers would fall to zero in 2008.

7. Outlays for homeland security are spread throughout selected budget
functions, including national defense, health, transportation, and the
administration of justice.

8. As required by the Budget Enforcement Act, the baseline uses October
as the effective date for Federal pay raises; the current-services estimates are
based on the assumption that Federal pay raises are effective in January.
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The Budget Estimates and
the NIPA Estimates
The Bureau of Economic Analysis (BEA) adjusts the
Federal budget’s estimates of receipts and outlays in or-
der to prepare estimates of Federal Government cur-
rent receipts and current expenditures that are
consistent with NIPA concepts and methods.

Receipts

For fiscal year 2008, NIPA current receipts would ex-
ceed budget receipts by $104.9 billion as a result of net-
ting and grossing, coverage, and timing adjustments
(table 4).° Netting and grossing adjustments would
add $133.7 billion to the budget estimates. “Other”
netting and grossing adjustments—which include
adjustments for Federal Government payments to
the Old-Age, Survivors, and Disability Trust
Funds—would add $64.7 billion, and adjustments for
payments for supplementary medical insurance premi-
ums would add $60.4 billion. Timing adjustments
would add $14.4 billion, which is accounted for by
timing on taxes on corporate income. Coverage adjust-
ments would subtract $43.3 billion. Coverage adjust-

9. Netting and grossing adjustments arise because certain transactions are
recorded as offsets to outlays in the budget, but they are recorded as receipts
in the NIPAs (and vice versa).

Table 4. Relation of NIPA Federal Government Current Receipts
to Budget Receipts

[Billions of dollars]

Fiscal year
2006 | 2007 | 2008

Budget receipts............cccoene.. 2,407.3 | 2,540.1| 2,662.5
Less: Coverage differences 443 422 433
Geographic ' 4.6 49 5.1
Contributions received by Federal employee retirement plans 2 4.4 4.7 47
Capital transfers received °... 27.7 25.0 255
Financial transactions... 0.0 0.0 0.0
Other * 7.6 75 8.0
Netting and grossing differences -112.7| -121.7| -133.7
Supplementary medical insurance premiums -48.3| -56.0| -60.4
Income receipts on assets............ccc.e. -10.7| -103| -10.2
Current surplus of government enterprise: 3.6 2.0 1.6
Other ® -574| -574| -647
Plus. Timing differences -2.0 21.2 14.4
Taxes on corporate income... 3.0 47 15.9
Federal and state unemployment insurance taxes -0.2 0.0 -0.5
Withheld personal current tax and social security contributions -5.8 5.2 -4.9
Excise taxes 4.0 14.6 7.1
Other -3.1 -3.2 -3.1
Equals: NIPA Federal Government current receipts.............cc.cconvuuene 2,473.6| 2,640.9| 2,767.4

1. Primarily consists of contributions for social insurance by residents of U.S. territories and Puerto Rico.

2.These transactions are included in the NIPA personal sector.

3. Consists of estate and gift taxes.

4. Primarily consists of Treasury receipts from sales of foreign currencies to Government agencies.

5. Includes proprietary receipts that are netted against outlays in the budget and that are classified as receipts
in the NIPAs and some transactions that are not reflected in the budget but that are added to both NIPA receipts
and expenditures.

Sources: Buaget of the United States Government, Fiscal Year 2008 and the Bureau of Economic Analysis.
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ments for capital transfers received, which consists of
estate and gift taxes, would subtract $25.5 billion.

Expenditures and outlays

For fiscal year 2008, the NIPA estimate of Federal Gov-
ernment current expenditures would exceed the Fed-
eral budget estimate of outlays by $103.7 billion (table
5). Netting and grossing adjustments would add
$133.7 billion to the budget estimates, timing adjust-
ments would add $0.7 billion, and coverage
adjustments would subtract $30.7 billion. Coverage
adjustments for capital transfers paid, which includes
capital grants to state and local governments and to
businesses, would subtract $55.8 billion, and adjust-
ments for Federal employee retirement plan transac-
tions would add $47.4 billion.

Table 5. Relation of NIPA Federal Government Current Expenditures
to Budget Outlays

[Billions of dollars]

Fiscal year

2006 2007 2008
Budget outlays...................... 2,655.4| 2,784.3| 2,901.9
Less: Coverage differences 66.6 40.6 30.7
GeographiC ™.......c.coocuneees 15.2 16.4 16.9
Federal employee retirement plan transactions 2. -424| 444\ -474
Interest received..........c..coruvnnirns -540| -56.4| -60.0
Contributions received (employer).. -97.4| -103.7| -108.8
Benefits paid... 1087 1156| 121.2
Administrative exp 0.2 0.2 0.2
Financing disbursements from p 16.3| -169| -23.2
Other differences in funds covered ¢ .. 6.6 8.0 75
Net investment s ............. 10.1 17.6 8.5
Capital transfers paid © .. 51.2 53.9 55.8
Financial transaction . 9.6 19.7 25.8
Loan disbursements less loan repayments and sales. 2141 24.9 28.8
Deposit insurance..............c..coeeees 1.2 0.7 1.2
Net purchases of foreign currency.. 0.0 0.0 0.0
L] S -12.7 -5.8 4.2
Net purchases of nonproduced assets .. 00 -137| -133
Outer Continental Shelf.. -0.1 0.0 -11
Land and other 0.1 -13.7| -122
Others.......ccoouvveen. 0.0 0.0 0.0
Netting and grossing difference -112.7| -121.7| -133.7
Supplementary medical insurance premiums -483| -56.0| -60.4
Interest receipts..........covevereruneeenneeincinnnnns -107| -103| -10.2
Current surplus of government enterprises 3.6 2.0 1.6
Other ® -574| -57.4| 647
Plus: Timing differences -14.0 8.9 0.7
Purchases (increase in payables net of advances) . 1.1 37 -3.3
Interest ... . 0.5 0.5 0.5
Current tr: -0.8 5.8 0.3
Other timing -14.8 -1.2 3.3
Equals: NIPA Federal Government current expenditures.................... 2,687.5| 2,874.3| 3,005.6

1. Consists largely of government social benefits, subsidies, and grants-in-aid to residents of U.S. territories
and Puerto Rico.

2. These transactions are included in the NIPA personal sector.

3. Consists of transactions not included in the budget totals that record all cash flows from post-1991 direct
loan obligations and loan guarantee commitments. Many of these flows are for new loans or loan repayments;
consequently related entries are included in “Loan disbursements less loan repayments and sales.”

4. Consists largely of agencies or accounts, such as the Postal Service and the Federal Financing Bank, that
were not included in the budget in some periods.

5. Net investment is gross investment less consumption of fixed capital for general government and govern-
ment enterprises.

6. Consists of investment grants to state and local governments and maritime construction subsidies. Does not
include the forgiveness of debts owed by foreign governments to the United States, which are excluded from both
budget outlays and NIPA current expenditures.

7. Consists of net sales of land other than the Outer Continental Shelf and, beginning in 1995, the auction of
the radio spectrum.

8. Consists largely of net expenditures of foreign currencies.

9. Includes proprietary receipts that are netted against outlays in the budget and that are classified as receipts
in the NIPAs. Also includes some transactions that are not reflected in the budget data but that are added to both
receipts and expenditures in the NIPAs.

Sources: Buaget of the United States Government, Fiscal Year 2008 and the Bureau of Economic Analysis.
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For fiscal year 2008, the NIPA estimate of national
defense consumption expenditures would exceed the
budget estimate of national defense outlays by $10.7
billion (table 6). The estimates differ mainly because of
the NIPA treatment of retirement funds for military
and civilian employees and the addition of consump-
tion of fixed capital.

Table 6. Relation of NIPA National Defense Consumption
Expenditures and Gross Investment to National Defense Outlays
[Billions of dollars]

Fiscal year
2006 | 2007 | 2008
Budget outlays for national deft 521.8| 571.9| 606.5
Department of Defense, military. 499.4| 5489| 583.3
Military personnel ............... 127.5| 1288 1357
Operation and maintenance 203.8| 224.8| 2486
Procurement... 89.8| 1043 1108
Aircraft ... 232 275 273
issil 5.7 5.8 53
10.3 11.2 9.8
Weapons . 5.9 7.0 8.4
AmMMUNItIoN ..o 2.0 2.3 2.5
Other! . 42.7 50.6 57.6
Research, development, test, and evaluation. 68.6 711 69.6
OthBE ... 9.6 20.0 185
Atomic energy and other defense-related activities 225 23.0 233
Plus. Consumption of general government fixed capit 70.8 74.2 77.2
Additional payments to military and civilian retirement . 31.1 35.2 36.5
TiMING dIffEreNCE .....cvvveverreeerricri i 1.4 1.6 -1.9
Less. Grants-in-aid to state and local governments and net
interest paid.... 3.6 3.6 3.4
Other differences............ouuruviriiinnsiisssiinsiiisins 11.9 135 18.6
Equals: NIPA National defense consumption expenditures
and gross investment .. 609.6| 665.8 696.4
Less. National defense gross investment2.............cccoccovrennenens 76.9 86.7 79.1
Equals: NIPA National defense consumption expenditures 532.8| 579.1| 617.2

1. Other military outlays include outlays for military construction, family housing, and anticipated
funding for the global war on terror.

2. Gross investment consists of general government expenditures for fixed assets; inventory invest-
ment is included in Federal Government consumption expenditures.

Sources: Budget of the United States Government, Fiscal Year 2008 and the Bureau of Economic
Analysis.

Net saving and the budget deficit

For fiscal year 2008, the NIPA estimate of net Federal
Government saving is —$238.3 billion; the comparable
Federal budget estimate is —$239.4 billion (table 7).
The difference reflects coverage and timing adjust-
ments. The coverage adjustments reduce both NIPA
current receipts and NIPA current expenditures; the
timing adjustments raise both NIPA current receipts
and NIPA current expenditures. Netting and grossing
adjustments affect NIPA current receipts and NIPA
current expenditures equally, so these adjustments do
not affect net Federal Government saving.

Annual and Quarterly NIPA Estimates

Fiscal year NIPA estimates

On a NIPA basis, net Federal Government saving
would decrease $4.9 billion in fiscal year 2008 after de-
creasing $19.5 billion in fiscal year 2007 (table 7 and
chart 1). The smaller decrease results from a larger de-
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celeration in Federal Government current expendi-
tures than in Federal Government current receipts.

Receipts. Total NIPA Federal Government current
receipts would increase $126.4 billion after increasing
$167.3 billion (table 8 and chart 2). The deceleration
results from proposed legislation that would decrease
receipts $43.9 billion and from a deceleration in the tax
base that would increase receipts $163.8 billion. (The
estimates of the tax base are based on the administra-
tion’s economic assumptions and do not include the
effects of proposed legislation.)

In current tax receipts, personal current taxes would
decelerate, increasing $80.0 billion after increasing

Chart 1. Federal Fiscal Position
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Table 7. Budget Receipts and Outlays and

NIPA Federal Government Current Receipts and Expenditures
[Billions of dollars]

Level for fiscal year Change from
preceding fiscal
Actual Estimates year
2006 2007 2008 2007 2008
Budget:
Receipts . 2,407.3| 2540.1| 26625 1328| 1224
Outlays ... 2,655.4| 2,784.3| 2,901.9| 1289, 1176
Surplus or defici -248.2| -2442| -239.4 4.0 4.8
NIPAs:
Current receipts 2,473.6| 2,640.9| 2,767.4 167.3 126.4
Current expenditures 2,687.5| 2,874.3| 3,0056| 186.8| 131.3
Net Federal Government saving. -213.9| -2334| -238.3| -195 -4.9
Differences
Budget receipts less NIPA current receipts -66.3| -100.8| -104.9| -345 -4.1
Budget outlays less NIPA current expenditu -321| -90.0f -103.7| -579| -13.7
Budget deficit less NIPA net Federal Govern
SAVING wvovervvearrierenesenes st sss s eseenees -342| -108 -1 235 9.7

Sources: Buaget of the United States, Fiscal Year 2008 and the Bureau of Economic Analysis.
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$122.9 billion, reflecting proposed legislation and a de-
celeration in the tax base. Taxes on production and im-
ports would turn up, increasing $5.6 billion after
decreasing $3.5 billion. Taxes on corporate income
would decrease $16.7 billion after decreasing $7.1 bil-
lion, reflecting a decrease in the tax base. Contribu-

Table 8. Sources of Change in NIPA Federal Government Current

Receipts
[Billions of dollars]

Federal Budget Estimates

Change from
preceding fiscal year
2006 2007 2008
Total current receipts........ 275.0| 167.3| 1264
Due to tax bases..... 2435| 176.1 163.8
Due to proposed legislation............c..ccunenieiniiniiniieniinns 0.0 -93| -439
Current tax receipts... 2033| 1126 68.9
Personal current tax 1196 1229 80.0
Due to tax bases 119.6| 131.8| 119.2
Due to proposed legislation ..o 0.0 -89 -39.2
Taxes on production and iMpOrS..........cc.ccoeeverernrirreiennees 6.4 -35 5.6
Due to tax bases 6.4 -2.8 6.1
Due to proposed legislation ... 0.0 -0.7 -0.5
Taxes on corporate income 773 =71 -16.7
Due to tax bases 77.3 74| -125
Due to proposed legislation 0.0 0.3 -4.2
Taxes from the rest of the world.............cccccooonriiirinnicnnnens 0.0 0.3 0.0
Contributions for government social insurance .. 40.2 54.5 51.0
Due to tax bases............... 40.2 54.5 51.0
Due to proposed legislation 0.0 0.0 0.0
INCOMeE reCeipts 0N @SSELS ..........cueceereeierereeeee e 1.1 0.2 1.2
Current transfer reCEIPLS .........vwwvreerrereer e 28.6 -18 4.9
Current surplus of government enterprises ............ccoeeeveruene 1.7 17 0.4

Sources: Budget of the United States Government, Fiscal Year 2008 and the Bureau of Economic
Analysis.

Chart 2. Federal Government Current Receipts
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tions for government social insurance would increase
$51.0 billion after increasing $54.5 billion, reflecting a
deceleration in the tax base. Current transfer receipts
would turn up, increasing $4.9 billion after decreasing
$1.8 billion. The current surplus of government enter-
prises would increase $0.4 billion after increasing $1.7
billion.

Expenditures. Total NIPA Federal Government cur-
rent expenditures would increase $131.3 billion in fis-
cal year 2008 after increasing $186.8 billion in fiscal
year 2007 (table 9 and chart 3). The deceleration re-
sults from a deceleration in consumption expendi-
tures, which would increase $43.4 billion after
increasing $62.4 billion.

National defense consumption expenditures would
decelerate, increasing $38.2 billion after increasing
$46.3 billion. Nondefense consumption expenditures
would decelerate, increasing $5.2 billion after increas-
ing $16.1 billion. Current transfer payments would de-
celerate, increasing $63.3 billion after increasing
$112.0 billion.

Table 9. Sources of Change in

NIPA Federal Government Current Expenditures
[Billions of dollars]

Change from preceding fiscal year
2006 2007 2008

Total current expenditures.. 171.2 186.8 131.3
Consumption expenditures ... 453 62.4 434
National defense ................ 24.0 46.3 38.2
Pay raise and locality pay '. 0.0 4.1 6.4
Other....... 24.0 42.2 31.8
Nondefense 213 16.1 5.2
Pay raise and locality pay '..... 0.0 1.7 2.8
Other.. 21.3 14.4 24
Current transfer payments...... 86.8 112.0 63.3
Government social benefits 84.9 93.4 58.4
Social security 30.3 31.7 25.3
Medicare............. 40.3 54.9 23.6
Supplemental security income ... 2.3 2.8 1.6
Earned income and other tax credits.. 2.6 -0.2 05
Veterans benefits................. 1.2 4.6 2.3
Unemployment benefits.. -0.1 0.7 2.2
Food Stamps .........ccccneeuens 1.7 0.3 15
Other.. 6.8 -1.3 14
Government social benefits to the rest of the world 0.1 0.1 0.1
Grants-in-aid to state and local governments. 1.9 12.5 34
Health and hospitals...........cccceuvrevrniinns 2.3 0.5 0.0
Income support, social security, and welf: -2.4 9.3 6.6
Medical care ............ccoevvierrrnnee 4.7 6.8 10.2
Welfare and social services 0.9 2.5 -15
Other income support..... 1.4 0.0 -2.0
Education..........ccccveeves 17 0.7 -2.9
Housing and community services -0.3 2.8 0.2
Central executive, legislative, and judicial activities. -0.9 0.2 -0.1
Labor training and services............. 1.0 0.3 -0.5
Other.. 0.3 -1.3 0.0
Other current transfer payments to the rest of the world........ -0.1 6.0 14
Federal interest paid 444 19.5 25.7
Subsidies 33 -7.1 -1.0
Agriculture subsidies .. 25 -6.8 -15
Housing subsidies.. 0.3 0.7 0.9
Other subsidies 0.5 -1.0 -0.4

1. Consists of pay raises and locality pay beginning in January 2007 and 2008.
Source: Bureau of Economic Analysis.
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Government social benefits to persons would in-
crease $58.4 billion after increasing $93.4 billion; the
deceleration is mostly attributable to decelerations in
Medicare and social security. Grants-in-aid to state
and local governments would increase $3.4 billion af-
ter increasing $12.5 billion; the deceleration is mostly
attributable to downturns in grants for welfare and so-
cial services and for education.

“Other current transfer payments to the rest of the
world” would decelerate, increasing $1.4 billion after
increasing $6.0 billion. Federal interest payments
would accelerate, increasing $25.7 billion after increas-
ing $19.5 billion. Subsidies would decrease $1.0 billion
after decreasing $7.1 billion; the smaller decrease is at-
tributable to agricultural subsidies.

Investment. Total Federal Government gross invest-
ment would turn down, decreasing $4.9 billion after
increasing $10.8 billion (table 10). This downturn is
mostly accounted for by a downturn in gross invest-
ment for national defense.

Other items. Capital transfer receipts would turn
up and capital transfer payments would turn down.
Net borrowing would turn down, decreasing $4.5 bil-
lion after increasing $24.2 billion.'°

10. “Net lending or net borrowing (), the financing requirement of the
government sector, is an alternative measure of the government fiscal posi-
tion and is derived as net government saving plus the consumption of fixed
capital and “capital transfers received (net)” less gross investment and net
purchases of nonproduced assets.

Chart 3. Federal Government Current Expenditures
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Quarterly pattern

BEA prepares seasonally adjusted quarterly NIPA esti-
mates of Federal Government current receipts and cur-
rent expenditures that are consistent with the Federal
budget (table 10).

The quarterly estimates presented here are extrapo-
lated from the preliminary estimates for the fourth
quarter of 2006, which were released on February 28,
2007. In general, because of the limited information
available to estimate quarterly patterns, the estimates
should be viewed as approximations that will be super-
seded by more reliable quarterly estimates that will be
published in NIPA table 3.2.1

Receipts. The NIPA estimates of current receipts re-
flect the quarterly pattern of estimates that would re-
sult from enacted and proposed legislation, based on
the administration’s projected pattern of wages. The
NIPA estimates also reflect BEA’s methodology for de-
riving quarterly estimates of income tax payments and
of “final settlements less refunds.”'

Expenditures. The quarterly NIPA estimates of Fed-
eral Government current expenditures reflect the
quarterly pattern that would result from enacted and
proposed legislation that would adjust pay for Federal
Government employees and that would provide cost-
of-living increases in social security and other pro-
grams.

Net saving. Net Federal government saving de-
creased from —$147.0 billion in the first quarter of
2006 to —$147.9 billion in the fourth quarter. In the
first three quarters of 2007, net saving is projected to
decrease, reflecting a projected increase in current ex-
penditures that would exceed the increase in current
receipts. The increase in current expenditures stems
from projected increases in government social benefits
and in defense and nondefense consumption expendi-
tures and from a step-up in current transfer payments
to the rest of the world and in grants-in-aid to state
and local governments.

In the fourth quarter of 2007, net saving is pro-
jected to increase as a result of a projected increase in
current receipts that would exceed the increase in cur-
rent expenditures. National defense consumption ex-
penditures are projected to decelerate. Grants for
income support, social security, and welfare are pro-
jected to turn down, and grants to the rest of the world
are projected to show a larger decline.

In the first quarter of 2008, net Federal Government

11. The average of the fiscal year quarters may not be equal to the fiscal
year value.

12. For details about the methodology, see Eugene P. Seskin, “Annual
Revision of the National Income and Product Accounts,” SURVEY OF CURRENT
Business 78 (August 1998): 29-31.
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saving is projected to decrease as a result of an increase
in current expenditures that more than offsets an in-
crease in current receipts. The projected increase in
current expenditures is attributable to increases in so-
cial security as a result of cost-of-living adjustments

and upturns in current transfer payments to the rest of
the world and in grants for income support, social se-
curity, and welfare.

In the second and third quarters of 2008, net saving
is projected to increase, reflecting increases in current

Table 10. NIPA Federal Government Current
[Billions of dollars; calendar years and

Calendar year Quarter
Fiscal year estimates ' Published 2 Estimated
Published 2| Estimated
2006 2007 2008
2006 2007 2008 2006 2007 | Il l \% | Il 1l \% | 1 1l
Current receip 2/4736| 2,640.9| 2,767.4| 25344| 2,652.2| 2,490.9| 2,5232| 2557.2| 2,566.5| 2,604.7| 2,629.8| 2,664.5| 2,709.7| 2,7355| 2,772.9| 28128
Current tax receipts 1527.2| 1639.9| 1,7089| 15583| 1,6212| 15249 1,5532| 1579.2| 15759| 1,5949| 16053 1,627.7| 1,657.0| 1661.2| 1,688.3| 1,717.1
Personal current taxes 1,0286| 1,151.6| 12316 1,059.8| 1,165.6| 1,039.2| 1,049.9| 1,064.7| 1,0855| 1,1289| 1,147.8| 1,176.7| 1,208.8| 1205.1| 1,230.3| 1,255.9
Withheld income tax . 8453| 932.7| 1,013.6 862.6 939.0| 8544 8558 863.1| 877.0| 9037| 927.6| 949.7| 9751| 9854| 1,005.1| 1,026.3
Declarations and final s 1833| 2189| 2180 197.3 2265| 1847| 1941 2016| 2085| 2252| 220.3| 227.1| 2336| 219.8| 22562 229.7
Proposed legislation 89| —480| . 8.9 00| -11.8 -11.8| -118| -480| 480 480
Other 183.3| 227.7| 266.0 197.3 2354| 1847| 1941 2016| 2085| 2252| 2321| 2389| 2455| 267.8| 2732 2777
Taxes on production and imports............cccc.eeevveenns 106.0 1025 108.1 100.9 99.7( 1011 103.0) 1013 98.2 97.9 99.1 100.3| 101.6| 103.8| 1052 106.4
Proposed legislation -0.7 -1 0.0 -11 0.0 0.0 0.0 0.0 -1.3 -1.3 -1.8 -0.9 -0.9 -0.9
Other 106.0( 1032 109.3 100.9 100.8 103.0 979 100.4| 101.7| 1034| 1047| 106.1 107.3
Taxes on corporate income 3. 381.6| 3745| 357.8 3437 389.4 355.8| 346.2| 338.3| 3343 340.1 340.5| 3425
Federal Reserve banks .. 29.9 32.6 36.1 30.7 . 295 30.1 30.9 32.3 331 337 342
Proposed legislation 0.0 0.0 0.0]. 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Other 29.9 32.6 36.1 30.7 295 30.1 30.9 323 33.1 337 34.2
Other corporate profit tax accruals..............cee.eue. 351.7 3419 3217 313.0 3264| 316.1 307.5| 3020| 307.0 306.8 308.3
Proposed legislation 0.3 —-4.0 04 0.0 0.5 0.5 0.5 -5. -5 -5.4
Other 3517 341.7| 3257 3126 3264| 3156 307.0| 3015 3124 3122 3137
Taxes from the rest of the world .............ccccccvvveeee. 11.0 1.3 1.3 1.2 12.2 10.4 10.9 1.3 12.2 12.2 12.2 12.2 12.2 12.2 12.2 12.2
Contributions for social iNSUranCe..............veeeveerceees 890.1 9446| 9956 919.7 9745| 911.9| 9141 9205 9324| 955.8| 968.1 980.7| 9934 1,0122| 1,0208| 1,029.6
Old age, survivors, disability, and hospital insurance 7932 838.1| 885.1 816.4 862.1 809.3| 8109 817.1 828.3| 8440 8559| 8681 880.3| 896.0| 904.9| 9140
Tax on wages and salaries (FICA, gross)............. 7470 789.7| 8342 769.3 812.8| 7639| 7644| 7695 7796| 7950| 806.6| 8187 830.8| 8457| 854.1 862.7
Proposed legislation 0.0 00| . 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Base increases 0.9 53 38 38 38 3.8 38 9.8 9.8 9.8
JanuarY 2007 0.9 38 38 38 38 38 38 38 38 38
JanuarY 2008 15 6.0 6.0 6.0
Other 7470 788.7| 8289 769.3 809.0| 7639 7644| 7695| 7796| 791.2| 8029 8149| 8270| 8359| 8443 8529
FICA Refunds 22 22 24 2.1 2.1 2.1 2. -2 241 2.1 2.1 2.1 -2 22 22 22
Voluntary hospital insurance. . 26 2.8 29 26 2.8 26 2.6 2.7 2.7 27 2.8 2.8 2.8 2.8 2.9 2.9
Tax on self-employment earnings (SECA).. 45.8 47.9 50.4 46.5 48.6 44.9 45.9 47.0 48.0 48.4 48.5 48.7 48.8 49.7 50.2 50.7
Base increases . 0.3 05 0.9 03 05 0.3 0.3 0.3 0.3 05 0.5 0.5 0.5 0.9 0.9 0.9
Other 455 474 49.6 46.1 48.1 446 45.6 46.6 47.7 47.9 48.0 48.2 48.3 48.8 49.3 49.8
Supplementary medical insurance . . 422 49.6 539 442 51.6 43.3 44.2 444 44.8 51.2 515 51.8 52.1 54.3 54.7 55.1
Unemployment insurance . 43.6 454 45.1 473 48.8 476 47.2 47.0 472 48.5 48.7 48.9 49.0 49.9 49.1 48.4
Other 1.1 1.5 116 1.9 12.1 1.6 11.8 12.0 12.2 12.1 12.1 12.0 12.0 12.0 121 121
Income receipts 0N @SSetS...........vcuivveeereinerinenereiinens 24.8 25.0 26.2 249 234 233 24.2 254 26.7 247 23.1 226 234 25.1 25.9 275
Interest receipts 17.6 18.2 18.1 16.0 17.4 15.0 15.3 16.1 175 175 175 17.4 17.2 17.3 17.4 17.6
Rents and royalties 72 6.8 8.1 89 6.0 8.3 89 9.3 9.3 72 5.6 5.2 6.2 79 85 9.9
Current transfer receipts ..........ccouvvuvecnsreciinsnsiiissnnnens 35.1 33.3 38.2 32.9 335 32.2 32.8 33.6 33.0 325 32.5 33.2 36.0 37.3 38.4 39.4
From business 19.3 18.2 21.9 17.6 18.6 17.5 17.7 18.0 17.5 17.3 17.7 18.4 208 214 21.8 21.9
From persons 15.8 15.1 16.3 15.3 15.0 14.7 15.2 15.6 15.5 15.2 14.8 14.7 15.2 15.9 16.6 17.5
Current surplus of government enterprises.................. -36 -2.0 -16 -14 -0.6 -1.4 -1.1 -15 -16 -3.2 0.8 0.3 -0.1 -0.4 -0.5 -0.7
Postal Service -5.8 -4.0 4.2 -3.2 2.2 -2.6 -2.8 -35 -38 -4.9 -0.9 -1.3 -1.8 23 2.6 -2.8
Federal Housing Administration.. 2.1 21 3.1 21 23 2.0 2.1 2.1 2.2 21 2.2 2.3 2.5 2.9 3.0 3.1
Tennessee Valley Authority. 2.2 24 2.6 1.9 2.0 1.8 1.8 1.8 1.9 1.9 2.0 2.0 2.1 2.1 22 2.2
Other -2 25 -32 241 2.6 26 22 -1.9 -1.9 23 25 27 -29 -3.0 3.1 =32
Current expenditures ... 2,687.5| 2,874.3| 3,005.6| 2,692.2| 2,882.5| 2,637.9| 2,686.2| 2,730.2| 2,714.4| 2,820.0| 2,873.3| 2,910.8| 2,925.8| 2,964.6| 2,971.5| 2,982.6
Consumption expenditures..............cooccevvecerereeerccnninnas 803.3| 865.7| 909.1 808.0 880.2| 803.6| 8023 809.1| 817.1 852.9| 877.1 8940\ 896.6| 901.1| 907.1| 910.1
National defense 5328| 579.1| 6172 542.0 5922| 537.7| 537.7| 539.3| 5532| 5732| 587.8| 6020/ 6057| 6126| 6228 627.8
Pay raises and locality pay 41 105 . 55 5.5 55 5.5 55 122 12.2 12.2
January 2007 41 5.5 55 55 55 55 55 55 55 5.5
January 2008 B0 | v | e e | e | e | e | e | s | e | oo 6.7 6.7 6.7
Other 532.8| 5749| 606.7 586.7| 537.7| 537.7| 539.3| 5532| 5677 5823 596.5| 6002 6004 6106 6156
Nondefense 270.5| 286.6| 2918 288.0| 2659| 2646 269.8| 2639| 2797\ 289.3| 291.9| 291.0| 2885| 2842| 2823
Pay raises and locality pay 1.7 45 23 22 23 2.3 23 52 53 5.3
January 2007 1.7 2.3 23 22 23 23 23 23 23 2.3
January 2008 2.2 cccvrinienee | e | seeeeeeenenens | ovvnneneeneees | nnnenenees | ninenenees | ceeeeeseeen | seneeeseseeens | soveseneresees | coonnnenenees 2.9 3.0 3.0
Other 270.5| 2849| 2873 266.0 285.7| 265.9| 2646 269.8| 2639 2775| 2870| 289.6| 2887| 2833| 2789| 277.0
Current transfer payments 15432 16551| 1,7184| 1551.6| 1,663.8| 1,522.0| 1,546.6| 1564.8| 15729| 1,636.8| 1,661.4| 1676.4| 1,680.6| 1,708.8| 1,704.3| 1,707.7
Government social benefits 1,151.4| 12449| 13033 | 1,1705| 1,247.9| 1,1488| 1,166.4| 1,1752| 1,191.8| 1,225.1| 1,242.1| 1,255.9| 1,268.6| 1287.5| 1,2945| 1,298.9
To persons 1,1482| 12415| 12999 1,167.3| 1,2445| 1,1455| 1,163.1| 1,1721| 1,188.7| 1,221.9| 1,238.7| 1,252.4| 12651 | 1284.1| 1,291.1| 1,2955
Social Security. 536.1 567.7| 593.0 543.8 578.4| 537.8| 5435| 5459| 548.1| 5716| 5764 580.8| 584.8| 596.1| 598.1| 599.1

1. The fiscal year estimates are the sum of quarterly estimates that are not seasonally adjusted and that are consistent
with the budget proposals.

2. These estimates are published in the NIPA tables 3.2 and 3.9.5 in this issue.

3. The NIPA estimate of corporate profits tax accruals for the fourth quarter of 2006 will not be available until the release
of the final estimate of gross domestic product on March 29, 2007. The value shown is derived from the budget.

4. Most transportation grants-in-aid to state and local governments are classified as capital transfers paid (see

addenda), but water and railroad transportation grants are still classified as current-account transactions.

5. Gross investment consists of general government and government enterprise expenditures for fixed assets; inventory

investment is included in Federal Government consumption expenditures.
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receipts that more than offset the increases in current
expenditures. The increases in current receipts are ac-
counted for by increases in personal current taxes and
contributions for government social insurance.
Investment. Gross government investment in-

Receipts and Expenditures
quarters at seasonally adjusted annual rates]

creased from $118.2 billion in the first quarter of 2006
to $120.1 billion in the fourth quarter, driven mostly
by increases in national defense gross investment. In
2007, gross government investment is projected to
increase in the first and second quarters and then to

Calendar year Quarter
Fiscal year estimates ' Published 2 Estimated
Published 2| Estimated
2006 2007 2008
2006 2007 2008 2006 2007 | I il [\ | I n [\ | Il I}
Regular 536.1 554.0| 568.6 543.8 560.1 537.8| 5435| 5459| 548.1 553.3| 558.1 562.6| 566.5| 569.6| 571.6| 5726
Benefit increase 0.0 13.7 244 0.0 18.3 0.0 0.0 0.0 0.0 18.3 18.3 18.3 18.3 26.5 26.5 265
January 2007 . 0.0 13.7 18.3 0.0 18.3 0.0 0.0 0.0 0.0 18.3 18.3 18.3 18.3 18.3 18.3 18.3
January 2008 . 0.0 0.0 6.2 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 8.2 8.2 8.2
Medicare 372.3| 4272| 450.8 387.5 4194 3721 384.6| 390.8| 402.6| 4065 4167| 4242| 43041 4345 4385| 4414
Unemployment benefits............cc.veeeereceerrernenns 31.1 317 339 27.8 28.6 28.2 275 27.8 275 27.7 282 28.8 29.5 30.1 30.6 30.8
Veterans benefits 374 42.0 443 39.5 433 38.6 39.3 39.7 40.4 425 432 436 44.0 44.8 45.0 44.9
Railroad retirement..... 9.4 97 10.0 9.5 10.0 95 9.4 95 9.6 10.0 10.0 10.0 10.0 10.2 10.2 10.2
Military medical insurance... 6.8 6.8 7.3 6.8 7.2 6.6 6.7 6.9 7.0 7.0 71 7.2 74 7.5 7.6 7.6
Food stamps 30.2 305 32.0 30.0 322 29.4 29.6 29.8 31.2 31.8 31.8 31.8 332 33.3 33.3 334
Black lung benefits . 0.6 0.6 05 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.6 05 05 05 05
Supplemental security income 35.5 38.2 39.9 352 375 35.2 35.2 35.1 353 37.0 375 37.8 37.9 386 38.7 38.8
Earned income and other tax credits .. . 51.7 51.5 52.0 51.8 51.5 51.8 51.8 51.8 51.8 51.5 51.5 51.5 51.5 52.0 52.0 52.0
All other 37.2 355 36.3 34.8 35.8 35.9 347 34.2 345 35.6 35.7 36.0 36.0 36.4 36.6 36.7
To rest of the WOrld .........ceevceeeerierercrinceies 32 33 34 32 34 32 33 3.1 3.1 32 34 35 34 34 34 34
Grants-in-aid to state and local governments............ 361.4 373.9 3772 358.0 376.3| 351.3| 3570 3656| 3582| 3687 379.4| 3809| 3763 3764 3752 3728
Central executive, legislative, and judicial
activities 22 24 22 2.0 21 20 1.9 2.1 2.0 2.1 2.1 23 2.1 2.0 2.0 1.9
Space 0.6 0.6 0.6 0.5 06 05 05 06 05 0.6 0.6 0.7 0.6 0.6 0.6 0.6
National defense 37 37 35 38 36 3.9 37 38 36 37 38 35 36 35 35 35
Civilian safety 59 5.0 48 6.0 438 57 6.4 6.0 5.9 5.2 4.8 45 47 49 5.0 5.2
Education 41.9 426 39.7 422 426 385 43.1 446 425 43.0 431 425 417 40.8 39.3 37.8
Health and hospitals . 27.6 28.1 28.1 28.0 26.9 258 29.7 274 29.2 27.6 26.9 26.0 26.9 27.2 27.5 28.0
Income support, social security and welfare . 252.1 2614 268.1 248.1 265.6 248.1 2437| 2557 2451 257.1 268.5 271.0 266.1 2675 2677 266.2
Disability 2.0 2.0 21 1.9 1.9 1.9 1.9 2.0 1.8 1.9 1.9 2.0 2.0 1.9 2.0 241
Unemployment insurance... . 34 37 35 3.4 37 35 3.3 3.6 3.3 37 37 3.9 37 3.6 35 34
Medical care (Medicaid) . 176.7 183.6 193.7 173.9 186.3| 1739 166.7| 1815 1734| 180.1 187.7| 189.8| 187.7| 1920| 1951 196.3
Welfare and social services 63.6 66.1 64.5 63.1 67.3 63.0 64.7 63.0 61.6 65.2 68.2 68.8 67.1 65.5 63.4 61.6
Other income support .... 6.4 6.1 42 5.8 6.3 58 7.0 56 4.9 6.2 6.9 6.5 57 45 36 29
Veterans benefits and services .. 0.7 0.7 0.8 0.7 0.7 06 0.7 06 0.7 0.7 0.7 07 07 0.7 08 0.8
Housing and community services .. 13.9 16.7 17.0 15.0 16.8 13.9 14.1 14.2 17.9 17.0 16.2 16.6 17.2 17.1 171 17.3
Recreational and cultural activities. 05 05 0.4 05 05 03 0.8 06 04 05 05 05 05 0.4 04 04
Energy 1.3 1.5 14 1.3 1.5 14 1.4 1.2 1.2 1.5 1.6 1.6 1.5 1.4 1.4 1.3
Agriculture 1.0 1.0 1.6 0.9 1.1 0.9 0.9 0.9 0.8 0.9 1.1 1.2 1.3 14 15 1.9
NatUral reSOUMCES ..........ourvvvemsreesersiiirreieeans 48 43 41 43 4.1 46 48 38 38 39 41 42 4.2 4.1 39 38
Transportation 4 0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Economic development, regulation and services 0.4 0.4 04 0.4 04 04 0.4 03 0.3 0.4 0.4 05 04 0.4 04 0.3
Labor training and Services...........cc...ovvvesrrrinnnns 4.8 5.1 4.6 43 49 46 4.8 38 4.1 4.6 5.1 52 48 42 4.1 3.9

Other current transfer payments to the rest of the

world 304 36.4 37.8 23.0 39.6 220 28.2 24.0 229 43.0 39.9 39.6 35.8 44.9 34.6 36.0
Federal interest paid 286.7| 306.2| 331.9 280.4 287.7| 2575| 2854| 3049 2739| 2785| 283.8| 289.8| 298.7| 304.9| 3103| 3149
Subsidies 54.4 473 46.3 52.1 50.8 547 51.9 514 50.6 51.7 51.0 50.6 49.9 49.8 49.9 49.9

Agricultural 204 13.6 12.1 18.9 14.8 211 19.2 18.2 17.2 15.9 14.9 14.3 14.0 13.9 14.0 14.3

Housing 28.3 29.0 29.9 28.9 30.3 284 28.9 29.1 29.2 29.7 30.2 30.6 30.9 31.0 30.9 306

Other 58 48 44 43 57 5.2 38 4.2 4.1 6.1 5.9 57 5.0 5.0 5.0 5.0

Less:Wage accruals less disbursements .................... 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Net Federal Government saving.................... -2139| -233.4| -238.3 -157.7| -230.3| -147.0| -163.1| -173.0| -147.9| -2153| -243.5| -246.4| -216.2| -229.1| -198.6| -169.8
Addenda:

Gross investment ® 113.9 124.7 119.8 118.4 1282 1182 117.4] 11841 120.1 12562 1309 130.1 1268| 1246 1176 1175
National defense 76.9 86.7 791 79.0 87.0 758 78.8 78.8 825 85.5 90.0 88.8 837 81.9 754 756
Nondefense 37.0 38.0 40.7 39.4 412 424 38.6 39.3 375 39.6 40.9 413 43.1 42.8 422 41.9

Consumption expenditures and gross investment........ 917.1 990.4 | 1,028.9 926.4| 1,008.4 921.7 919.7| 9272 937.2 978.1| 1,008.0( 1,024.1| 1,023.4| 1,025.7| 1,024.6| 1,027.6
National defense 609.6| 665.8| 696.4 621.0 679.2| 6135 6165 618.1 635.7| 658.8| 677.8| 690.9| 6894 6945 6982 7034
Nondefense 307.5| 3246| 3325 305.5 3292| 3082 3032| 3090 3015, 319.4| 3302 3332| 3340 3312 3264| 3241

Total receipts 2,501.3| 2,666.0| 2,792.8| 25619 2678.7| 2519.7| 2550.9| 2,583.7| 2,593.6| 2,631.3| 2,656.3| 2,691.1| 2,736.3| 2,762.4| 2,800.2| 2,840.5
Current receipts 2/4736| 2,6409| 2,767.4| 2,5344| 26522 2,490.9| 25232| 2,557.2| 2,566.5| 2,604.7| 2,629.8| 2,664.5| 2,709.7| 2,7355| 2,7729| 28128
Capital transfer receipt 27.7 25.0 255 275 26.6 28.8 27.7 26.5 27.1 26.6 26.5 26.6 26.6 26.9 27.3 277

Total expenditures 2,767.1| 2956.0| 3,078.3| 2,763.1| 2972.3| 2725.8| 2,766.9| 2,814.1| 2,745.7| 2910.4| 2,969.4| 3,005.8| 3,003.7| 3,040.7| 3,041.1| 3,051.0

Current eXpenditures...........cc..veeeeeererveinseereeeenns 2,687.5| 2,874.3| 3,0056| 206922 28825 2,637.9| 2,686.2| 2,730.2| 2,714.4| 2,820.0| 2,873.3| 2,910.8| 2,925.8| 2,964.6| 2,971.5| 2,982.6

Gross government investment 1139 1247 119.8 118.4 1282 1182 1174 11841 120.1 1252 1309( 130.1 126.8| 1246 1176 1175

Capital transfer payments... 69.4 77.8 774 70.1 741 720 69.2 70.1 69.2 731 743 753 737 75.4 77.3 776

Net purchases of nonproduc 0.0 -13.7 -13.3 -133 -37 0.2 -2.3 08| -52.1 -0.9 -0.9 -09 -12.2 -122] -122| -122

Less: Consumption of fixed capital. 103.7 107.2 111.3 104.3 1088| 1024| 103.7| 1051 106.0| 1069 1082 1095 1105| 111.8| 113.1 114.5

Net lending or net borrowing (-) -290.0| -2855 -201.2| -293.6| -206.1| -216.0| -230.4| -152.1| -279.2| -313.2| -314.7| -267.4| -2782| -240.9| -2105

Note: Fiscal year estimates differ from the estimates in Budget of the United States Government, Analytical Perspec-
tives: Fiscal Year 2008 because of additional data received after the budget was released.
Sources: Budget of the United States Government, Fiscal Year 2008and the Bureau of Economic Analysis.

FICA Federal Insurance Contributions Act
NIPA National income and product accounts
SECA Self-Employment Contributions Act
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As a result of legislation enacted and litigation settled in
2006, new transactions are included in the national
income and product accounts (NIPAs). These transac-
tions affect capital transfers from the government sector
to the household sector, personal current taxes, and taxes
on corporate income.

Postal service retiree health benefits fund. As a result
of the Postal Accountability and Enhancement Act,
enacted on December 20, 2006, the Postal Service Retiree
Health Benefits Fund was created. This new fund will be
established with a transfer of $23.0 billion from the Civil
Service Retirement and Disability Fund and with $3.0
billion from the Postal Service from the required escrow
account that was abolished as a result of the act.

In the NIPAs, the new fund will be considered an asset
of the household sector, and the $23 billion payment
from the Civil Service Retirement and Disability Fund
will be considered an intrasectoral transfer because this
fund is already treated as an asset in the household sector.
The $3.0 billion payment (and subsequent payments
from 2007 to 2017) from the Postal Service will be treated
as capital transfers from the government sector to the
household sector.

New Transactions in the NIPA Federal Sector

Telephone excise tax refunds. According to statute, a
3-percent tax could be charged on calls for which the toll
was based on the distance and the elapsed time of each
call. However, the Internal Revenue Service (IRS) had
contended that the tax could be charged on calls for
which the toll was based on either the distance or the
elapsed time. In 2004, corporations began to sue the
Department of the Treasury, claiming that the tax was
illegal because many individuals and businesses are now
charged a flat fee rather than a rate based on distance or
elapsed time. In May 2006, after a string of losses in cir-
cuit and appeals courts throughout the country, the Trea-
sury Department declared that it would no longer collect
the tax on toll calls and that it would refund about $15
billion to taxpayers. The refunds are being paid through
the Federal income tax system.

In the NIPAs, these refunds, like other income tax
refunds, will be recorded as either refunds of personal
current taxes or as refunds of taxes on corporate income.
The total amount of the annual telephone tax refunds
will be recorded in the first quarter of 2007, and the
monthly and quarterly estimates will be held at that level
for the rest of the year.

decrease in the third and fourth quarters; in 2008, it is
projected to decrease in all the quarters. The quarterly
pattern for investment primarily reflects the pattern of
defense investment.

Capital transfer receipts and payments. Capital
transfer receipts decreased from $28.8 billion in the
first quarter of 2006 to $27.1 billion in the fourth quar-
ter. In 2007, capital transfer receipts are projected to
decrease in the first and second quarters and then to
remain relatively unchanged in the third and fourth
quarters. In 2008, capital transfer receipts are projected
to increase in all the quarters.

Capital transfer payments decreased from $72.0 bil-
lion in the first quarter of 2006 to $69.2 billion in the
fourth quarter. In 2007, capital transfer payments are
projected to increase in the first three quarters and
then to decrease in the fourth quarter. (For more infor-
mation on NIPA capital transfers see the box “New
Transactions in the NIPA Federal Sector.”)

Net borrowing. This measure decreased from

—$206.1 billion in the first quarter of 2006 to —$152.1
billion in the fourth quarter. In 2007, net borrowing is
projected to increase in the first, second, and third
quarters and then to decrease in the fourth quarter. In

2008, net borrowing is projected to increase in the first
quarter and then to decrease in the last three quarters.

Translation of Budget Data
into a NIPA Framework
BEA uses a detailed analytical process to translate Fed-
eral budget receipts and outlays into a NIPA frame-
work.

Receipts

Fiscal year budget data for receipts are supplemented
by information on the effects of budget proposals from
the Department of the Treasury’s Office of Tax Analysis
and information included in the budget’s Appendix.'?
These data are analyzed for their effects on the fol-
lowing major components of the NIPA Federal
Government current receipts: Current tax receipts,
contributions for government social insurance, in-
come receipts on assets, current transfer receipts, and
current surplus of government enterprises. Quarterly
projections are based on the economic assumptions

13. See Appendix: Budget of the United States Government, Fiscal Year
2008.
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from the Federal budget. When monthly and quarterly
NIPA estimates are released by BEA, these initial quar-
terly projections of receipts are reevaluated and revised
to incorporate newly available data from the Depart-
ment of the Treasury.

Outlays

Fiscal year budget outlays are organized by appropria-
tion in the Federal budget’s Appendix. These data and
supplemental data from the Office of Management and
Budget are used to allocate Federal budget outlays to
the following NIPA categories: Current transfer pay-
ments, interest payments, subsidies, and consumption
expenditures and gross investment.!* The quarterly
projections are mainly derived by interpolation from
fiscal year projections.

When BEA releases its quarterly NIPA estimates, the
fiscal year relationships derived from the budget data
are used to allocate the spending that is detailed in the
Monthly Treasury Statement of Receipts and Outlays of
the United States Government.'> Supplemental data are

14. Outlays by program are first adjusted for coverage (for example, for
geographical adjustments) and for netting and grossing (for example, sup-
plemental medical insurance premiums).

15. Department of the Treasury, Financial Management Service, Monthly
Treasury Statement (Washington, DC: U.S. Government Printing Office)
<www.fms.treas.gov/mts>.
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also used. A detailed reconciliation of defense con-
sumption expenditures and gross investment with out-
lays is prepared, using extensive financial, delivery, and
other information from the Department of Defense. In
order to prepare seasonally adjusted estimates of non-
defense consumption expenditures and gross invest-
ment, data from the budget are used to extrapolate
portions of nondefense expenditures (for durable
goods, for “other nondurable goods,” for “other ser-
vices,” and for equipment) for which there are no
quarterly source data. These extrapolated estimates of
expenditures incorporate quarterly data for certain ex-
penditures, such as those for construction from the
Census Bureau and for compensation from the Office
of Personnel Management and the Bureau of Labor
Statistics.

Updated estimates

BEA’s initial quarterly projections of Federal Govern-
ment receipts and expenditures will likely differ from
later estimates. The initial estimates are prepared from
budget data, which are based on various economic as-
sumptions about the budget year. These estimates are
then updated during the year as new laws are enacted,
as actual spending occurs, as economic conditions
change, and as more source data become available.
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