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T HE FEDERAL Budget of the United States Gov-
ernment for fiscal year 1999 that was released
by the President shows a s9.5 billion surplus, a
turnaround from a s10.0 billion deficit in fiscal
year 1998." The fiscal year 1999 surplus reflects the
administration’s proposed legislation and pro-
gram changes, the economic assumptions used in
making the budget projections, and the laws that
have already been enacted.”

This article summarizes the proposed legisla-
tion and program changes in the administration’s
budget and the budget estimates. It then presents
the budget receipts and outlays in the framework
of the national income and product accounts,
which are designed to show the composition of
production and the distribution of the incomes
earned in production. This framework, which
differs in concept and timing from the budget,
provides a means of gauging the effects of the
Federal budget on aggregate measures of U.S.
economic activity.

Proposed legislation and program changes

The fiscal year 1999 budget presents proposed
legislation that increases receipts by $12.9 billion
(table 1). The largest proposal is a tobacco in-
dustry settlement that would add $9.8 billion to
receipts. Proposals to increase receipts both from
insurance companies and from corporate-owned
life insurance policy holders who borrow against
their policies would total $2.3 billion: A pro-
posed modification of the existing tax rules for
life insurance annuity contracts would amount
to $1.8 billion, and a proposal to repeal certain
tax deductions of interest on corporate-owned
life insurance policy loans would amount to $o.4

1. Estimates of the Budget of the United States Government are presented
on a fiscal year basis. See Executive Office of the President, Office of Man-
agement and Budget, Budget of the United States Government, Fiscal Year 1999
(Washington, pc: U.S. Government Printing Office, 1998).

2. Estimates of the administration’s proposed legislation and program
changes are derived by Bea as the difference between the “current-services”
estimates included in the budget and the total budget. The current-services
estimates, which are based on the economic assumptions underlying the
budget, are designed to show what Federal receipts and outlays would be if
no changes are made to the laws that are already enacted. In concept, these
estimates are neither recommended amounts nor forecasts; they form a base-
line with which administration or congressional proposals can be analyzed.

billion. A proposed extension of corporate en-
vironmental and excise taxes for the Hazardous
Substance Superfund Trust Fund would add $1.8
billion.

Table 1.—Relation of Current-Services Estimates to the
Budget

[Billions of dollars]

Fiscal year
1998 1999
Receipts
CUrrent-Services eSMALES ........cocoeevvvreerecereeieeeeeeseeseieeens 1,657.9| 1,729.8
Plus: Proposed IgisIation ... -1 12.9
Research and experimentation tax credit .................... -4 -8
International trade Provisions ... | wovvevnsiiinns -6
Energy efficiency and the environmel 0 -4
Education incentives 0 -4
Child CArE ..o | e, -3
Other 2 -7
Subtotal: Tax relief (including offsets) ... -5 -3.2
Tobacco settlement 1egiSIation ... 9.8
Reserve rules for life insurance annuity contracts ... 18
Reinstate environmental tax imposed on corporate
INCOME ..o eniins | eevireieniens 11
Reinstate Superfund excise taxes 1 7
Replace sales-source rules with activity-based rules ... | .............. 6
Preclude premature claiming of losses from
TECEIVADIES ..o | i 4
Corporate-owned life insurance rules ... 3 4
Repeal lower-of-cost-or-market inventory accounting
method 0 4
(0]1)1=T SRR 1 9
Subtotal: Other provisions that affect receipts ......... A4 16.2
Equals: The DUAGEL .......ccovvvvviiricseeeins 16579 17427
Outlays
CUITeNt-Services eStMALES .......c...cvvvieriirinrsiisiisiisnnins 1667.8| 1,7324
Plus: Program ChanGges ... 0 8
National defense 0 -4.4
Income security 1 13
Net interest .. 0 -3
Medicare 0 -2
Education, training, employment, and social services -2 -2
Veterans benefits and SEIVices ... 0 -1.0
Transportation ............c....... 0 -3
Administration of justice ........... 0 8
Natural resources and environment .. 0 -5
General government ........... 0 3.6
Agriculture ........ 0 -4
Commerce and 0 -4
AlIOWANCES L oo sessssessssssssssnenns. | seveesessenneens 33
Other 1 -5
Equals: The BUAGEL ..o 1,667.8| 1,733.2
Current-services surplus or defiCit (=) ..o.oervvvervrreeneiierineens -9.9 -2.6
Proposed changes, receipts less outlays .. -1 12.1
Administration budget surplus or deficit (=) .......ccovverirninns -10.0 9.5

1. Allowances include funding for emergencies, such as natural disasters, for unforeseen de-
fense and nondefense costs, and for unanticipated nonemergency expenses of the year 2000
conversion.

Source: The Budget of the United States Government, Fiscal Year 1999.
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Proposed legislation that would reduce receipts
consists of various tax credits and other tax
changes. A proposal to extend a tax credit for cer-
tain research and experimentation expenditures
through June 30, 1999, would reduce receipts by
$0.8 billion. A proposal to modify international
trade provisions would reduce receipts by an ad-
ditional so.6 billion. More than 9o percent of
this reduction would come from extending to
September 30, 2001, the provisions in the Gen-
eral System of Preferences (gsp) that eliminate
duty on certain goods from eligible developing
countries. In addition, the following proposals,
none of which total more than so.4 billion, would
reduce receipts: Tax credits to businesses for pur-
chasing energy-efficient equipment, tax credits
for certain education initiatives, and increased tax
credits for child care.

The budget proposes program changes that
would increase total outlays by a net $0.8 billion
in fiscal year 1999. Among the program changes
that would increase outlays, the largest is for
general government, which would be augmented
by $3.6 billion.> Much of this increase would
fund Internal Revenue Service improvements in
customer service, electronic data collection, and
communication.

A proposed $3.3 billion increase in allowances
would be used for emergencies—such as nat-
ural disasters—for unexpected defense expendi-
tures, and for any unanticipated nonemergency
expenses caused by the year 2000 conversion. In-
come security would increase by s1.3 billion, the
largest portion of which is a so.5 billion proposal
to restore food stamps to legal immigrants.

The budget proposes an $o0.8 billion increase
for the administration of justice. Programs to
reduce violent crime and to control and prevent
juvenile crime would each receive $o.3 billion in
additional funding. Proposals to increase the
number of border patrol agents and to improve
wireless communication would increase funding
for each by so.1 billion.

The largest proposed decreases in outlays are
$4.4 billion for national defense and s1.0 billion
for veterans benefits and services. The reduc-
tion in national defense spending would result
primarily from the increased privatization and
outsourcing of support functions, which would
reduce the number of personnel associated with
support activities and infrastructure. Most of the
decrease in veterans benefits and services would

3. General government includes such activities as tax collection; adminis-
tration of the public debt; and personnel, general property, and administrative
management.

result from a proposal to reinstate restrictions on
tobacco-related disability-compensation benefits.
These benefits would be reduced by so.7 billion as
a result of reinstituting a policy that restricts ben-
efits for veterans for tobacco-related disabilities
that originated from tobacco use during military
service. The remainder of the decrease in out-
lays is accounted for by other proposals, none of
which amount to more than so.5 billion.

The budget estimates

In the budget, receipts in fiscal year 1999 are pro-
jected to increase $84.9 billion, or 5.1 percent, to
$1,742.7 billion (table 2). Receipts in 1998 are pro-
jected to be $1,657.9 billion, up 5.0 percent from
1997. The projected increase in 1999 is mostly ac-
counted for by increases in social insurance taxes
and contributions, individual income taxes, and
excise taxes. Projected increases in receipts from
social insurance taxes and contributions and from
individual income taxes are based on administra-
tion assumptions that incomes will increase as a
result of real economic growth and inflation. A
projected increase in excise tax receipts is based
on administration assumptions of increased eco-
nomic activity in 1999 after a slowdown in 1998
and on higher aviation taxes as a result of the Tax
Reform Act of 1997. Miscellaneous receipts are
projected to increase $13.2 billion, $9.8 billion of
which is accounted for by the proposed tobacco
industry settlement.

Total budget outlays in fiscal year 1999 are pro-
jected to increase $65.4 billion, or 3.9 percent, to
$1,733.2 billion (table 3). Outlays in 1998 are pro-
jected to be $1,667.8 billion, up 4.2 percent from
1997. The projected increase in 1999 is mostly
accounted for by increases in four areas:

e Social security—An increase of si4.7 bil-
lion is accounted for by a si4.7 billion
increase from current-services outlays that
mainly reflects the cost-of-living adjustments

Table 2.—Budget Receipts by Source

[Billions of dollars]

March 1998

9

Level for fiscal year Change from preceding
fiscal year
1996 1997 1998 1999 1997 1098 1999

Budget receipts ..., 1,453.0( 1,579.3| 1,657.9| 1,742.7 126.3 78.6 84.9

Individual income taxes .........c..ccoeeveen. 656.4| 7375| 767.8| 7915 81.1 30.3 237

Corporation incOme taxes ... 171.8 182.3 190.8 198.0 105 85 7.1
Social insurance taxes an

CONMNIBULONS ..o 509.4| 539.4| 571.4| 5959 30.0 320 245

EXCISE taXES ...vvvevrrveeiiiinieresieis 54.0 56.9 55.5 72.0 29 -14 16.5

Estate and gift taxes ... 17.2 19.8 20.4 20.5 2.6 6 1

CUStOMS dULIES ....oovevvverrvierriicriir 18.7 17.9 18.4 18.2 -8 4 -2

Miscellaneous receipts ..., 255 255 335 46.7 0 8.1 13.2

Source: The Budget of the United States Government, Fiscal Year 1999.
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and assumptions about inflation and about
the number of beneficiaries in these pro-
grams. Most of the increase in social security
is accounted for by old-age and survivors
insurance benefits (s12.1 billion).

« Income security—An increase of $13.5 billion
is accounted for by an increase of $12.3 bil-
lion in current-services outlays and of $1.3
billion in program changes. The increase is
distributed over a variety of programs, in-
cluding unemployment compensation, Fed-
eral employee retirement and disability, child
care entitlement to States, and food stamps.

o Health—An increase of s9.7 billion is ac-
counted for by a $9.8 billion increase in
current-services outlays. Most of the increase
is accounted for by an increase of $6.9 billion
for medicaid, reflecting assumptions about
inflation and the number of beneficiaries in
this program. The remaining increases are
primarily accounted for by an increase in the
Children’s Health Insurance Program (s1.5
billion) to provide insurance for currently
uninsured children and by an increase for the
National Institutes of Health (s1.0 billion) for
biomedical research.

o Medicare—An increase of $9.1 billion is more
than accounted for by a $9.4 billion increase
in current-services outlays. The increase is
based on the assumptions about inflation
and the about number of beneficiaries in this
program.

Table 3.—Budget Outlays by Function

[Billions of dollars]

Level for fiscal year Change from preceding

fiscal year

1996 1997 1998 1999 1997 | 1998 | 1999

Budget outlays .

Social security .....
National defense .
Income security ...
Net interest ...
Medicare ...

Education, training, empl

social services
Veterans benefits and
Transportation ..........

Administration of justice ...

General government .....
International affairs ..
Agriculture

Community and regional development
Commerce and housing credit

Allowances
Energy .......

a)'fment, and

1,601.2| 1,667.8| 1,733.2 40.7| 66.6| 654

349.7( 3653 3815| 396.2 156 16.2 14.7
265.7| 2705| 264.1| 2655 47| 64 14
226.0| 2309| 239.3| 2528 49 85| 135
2411 2440| 2427 2418 29| -13 -9
. 174.2 190.0| 1981 207.3 158 8.1 9.1
..................... 119.4| 1238| 131.8| 1415 45 7.9 9.7

52.0 53.0 55.1 59.5 1.0 21 44
37.0 39.3 431 433 23 38 2
39.6 40.8 415 42.3 12 8 7
. 175 20.2 22.3 25.5 26 21 33
Natural resources and environment ........... 216 214 23.8 23.2 -2 25 -6
General science, space, and technology 16.7 17.2 17.1 17.6 5 -1 5
.......................... 119 12.8 12.9 17.2 9 1 43
135 15.2 145 14.5 17 -7 0
9.2 9.0 10.6 11.0 -1 15 4
10.7 11.0 11.8 10.9 3 8 -9
-106| -14.6 35 35 -40| 181 0
.......................................... R 1 [N I 33
2.8 15 A4 -1.0 -14| -11| -14
-376| -50.0| -46.4| -425|| -124 36 39

Undistributed

Source: The Budget of the United States Government, Fiscal Year 1999.

Relation between budget and ~n1pa estimates

BEA prepares estimates of the Federal sector in
the framework of the national income and prod-
uct accounts (nipa’s), which may be used for
such purposes as macroeconomic analyses of the
impact of changes in Federal receipts and ex-
penditures on gross domestic product and its
components. Bea makes adjustments to the
budget estimates to bring them into line with
Nipa concepts and definitions.* One major con-
ceptual difference is the treatment of government
investment; in the nipa’s, the treatment of gov-
ernment investment in fixed assets and the cost
of using these assets is symmetrical with the
treatment of fixed investment in the private sec-
tor. Transfers of nonproduced assets, such as the
sale of land, are excluded from the w~tpa’s be-
cause they do not affect current production. The
N1PA’S also exclude transactions with Puerto Rico

4. For a detailed discussion of the reconciliation, see Government Trans-
actions, Methodology Paper No. 5 (November 1988). (This paper is available
from the National Technical Information Service, accession no. ps 90118480,
and at Bea’s Web site, <http://www.bea.doc.gov>.)

In addition, as part of the comprehensive nipa revision released in Jan-
uary 1996, several changes were made to the definitions and classifications
used to measure the Federal sector. For a discussion of these changes, see
“Preview of the Comprehensive Revision of the National Income and Product
Accounts: Recognition of Government Investment and Incorporation of a
New Methodology for Calculating Depreciation,” Survey or CURRENT Busi-
NESS 75 (September 1995): 33—41; and “Improved Estimates of the National
Income and Product Accounts for 1959—9s5: Results of the Comprehensive
Revision,” Survey 76 (January/February 1996): 1-31.

Table 4.—Relation of Federal Government Receipts in the
NIPA’s to the Budget

[Billions of dollars]

Fiscal year

1997 1998 1999

Budget reCeIPLS ... 1,579.3| 1,657.9| 1,742.7

Less: Coverage differences?® .........oocvveveernecrernns 26 27 2.8

Plus: Netting and grossing differences:
Contributions to government employee
retirement funds ... 714 72.2 73.8
Taxes received from the rest of the

=27 2.7 -2.8
36.5 325 33.1

Timing differences:

Corporate iNCOME aX ....c..verevvereereeeinenns 9.1 6.7 4.2
Federal and State unemployment
INSUTANCE taXES .....cvvrrverirriieriiniis -4 0 -3

Withheld personal income tax and social
security contributions .. .

6.9 -1.8 -14
6.1

Excise taxes ......... . 5 -85

OtheT .o 0 0 0
MiSCEllaNEOUS 4 .......ouvvreicereieieeieeiees -26 -2.3 -4.2
Equals: Federal Government receipts, NIPA’s ... | 1,695.5| 1,765.9| 1,833.9

1. Consists largely of the Federal Communication Commission Universal Service Fund re-
ceipts and contributions for social insurance by residents of U.S. territories and Puerto Rico.

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

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

4. Consists largely of Treasury receipts from sales of foreign currencies to Government agen-
cies.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.

NIPA National income and product accounts
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and the U.S. Territories, whose residents by nipa
definition are not U.S. residents, and transac-
tions of the Federal Communication Commission
Universal Service Fund, which pass through a
nonprofit institution that is regulated by the
Federal Communication Commission.

N1pa receipts differ from budget receipts be-
cause of differences in coverage, in netting and
grossing (which provide additional information
on items that are recorded on a net basis in
the budget), and in timing (table 4). For most
years, the difference between nipa receipts and
budget receipts primarily reflects contributions
to government employee retirement funds and
proprietary receipts. In the budget, the contribu-
tions are included in outlays both as expenditures
and as offsetting receipts and thus net to zero;
in the n~tpa’s, they are recorded as receipts in

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

[Billions of dollars]

Fiscal year

1997 1998 1999

Budget OULIAYS ...ccvrieiieeeie s 1,601.2| 1,667.8| 1,733.2
Less: Coverage differences:
GEO0graphiC L .....cvveervernerirrerinsieeseenens 9.5 9.9 10.3
Financing disbursements from credit
programs -134 -18.3 -155
Other? ........... 15 33 7.0

Financial transactions:
Net [eNdiNg .....ovvrevvverereeees 5.6 20.9 14.8
Deposit insurance . -10.4 -3.8 -34
Other -5 -29 -13

Net purchases of nonproduced assets:
Outer continental shelf
Other

-4 -6 -3
-9.9 -3.8 -2.3

Plus: Netting and grossing differences:
Contributions to government employee

retirement funds ... 71.4 72.2 738
Taxes received from the rest of the
WO 3 oo 2.7 =2.7 -2.8
OthEr# oo 36.5 325 331
Consumption of fixed capital ... 714 71.8 72.3

Timing differences:
National defense consumption

EXPENAILUTES ..o -3 -5 11
OthET v 18 .6 N
MiSCEllANEOUS  .......covvvvirierreesres 1 1 1

Equals: Federal Government current
expenditures and gross investment, NIPA's ... | 1,797.4| 1,836.8| 1,902.3
Less: Gross iNVestMent® .........ccc.coevemnrveneriinnnens 61.2 58.3 58.5

Equals: Federal Government current
expenditures, NIPA'S ...

1,736.2| 1,7785| 1,843.8

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

2. Consists of agencies not in the budget and the Federal Communication Commission Uni-
versal Service Fund payments. Also includes net purchases of silver and minor coin metal.

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

4. Consists largely of proprietary receipts that are netted against outlays in the budget a clas-
sified as receipts in the NIPA's.

5. Consists largely of net expenditures of foreign currencies.

6. Gross investment consists of general government and government enterprise expenditures
for fixed assets; inventory investment is included in Federal Government consumption expendi-
tures.

Sources: The Budget of the United States Government, Fiscal 1999 and the Bureau of Eco-
nomic Analysis.

NIPA National income and product accounts

order to provide separate detail on government
retirement funds. In the budget, some propri-
etary receipts are netted against outlays, but in
the n1pa’s, they are treated as receipts. For 1999,
N1pa receipts would exceed budget receipts by
$91.2 billion; contributions to government em-
ployee retirement funds would be $73.8 billion,
and proprietary receipts would be $33.1 billion.
NIpA current expenditures differ from budget
outlays because of differences in coverage, in net-
ting and grossing, and in timing. They also
differ because of the nipa treatment of govern-
ment investment in fixed assets and because of
the exclusion of financial transactions, such as
loans, and the exclusion of sales of nonproduced
assets (table 5).> For most years, the difference
between the ~n1pa and budget estimates primar-
ily reflects the netting and grossing differences
and the treatment of government investment.
NIPA Current expenditures includes the consump-
tion of fixed capital, which is not recognized in

5. Most of the proceeds of the sale of the naval petroleum reserve in
Elk Hills, California, was classified as the sale of a nonproduced asset and
was excluded from the ~ipa’s. For more information on this sale, see the
“Business Situation” in this issue.

Table 6.—Relation of National Defense Consumption Ex-
penditures and Gross Investment in the NIPA's to Na-
tional Defense Outlays in the Budget

[Billions of dollars]

Fiscal year

1997 | 1998 | 1999

National defense outlays in the budget 270.5| 264.1| 2655
Department of Defense, military ......... .. | 2583 2514 2527
Military personnel ...........ccc.... 69.7) 69.7 70.5
Operation and maintenance 88.8| 927 918
Procurement ................. 47.71 437 455
Aircraft ...

Weapons 35 3.0 2.8
Ammunitio 12 11 12
Other ....... 176| 162 17.0
Research, development, test and evaluation . 37.0 35.8 35.9
OHNEE oo eees 15.1 95 8.9
Atomic energy and other defense-related activities ....... 12.2 12.7 12.8

Plus: Military assistance purchases
Additional payments to military and ci
retirement funds .........
Consumption of general government fix

. 2.1
pital 571| 567| 563

Less: Grants-in-aid to State and local governments and

Net iNterest PAId. ........cocvveerrvereerereeiseeeeeenes 2.7 28 3.0
Timing difference .. -3 -5 11
Other differences ... -5 -9 -10

Equals: National defense consumption

expenditures and gross investment, NIPA's ......... 3474 3411| 3411
Less: National defense gross investment?® ................... 399| 363| 354
Equals: National defense consumption

expenditures, NIPA'S ... 307.5| 304.7| 305.7

1. Gross investment consists of general government and government enterprise expenditures
for fixed assets; inventory investment is included in Federal Government consumption expendi-
tures.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.
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the budget, and it excludes government invest-
ment in fixed assets, which is included in budget
outlays. For 1999, nNi1pa current expenditures
would exceed budget outlays by s110.6 billion;
contributions to government employee retire-
ment funds would be $73.8 billion, proprietary
receipts would be $33.1 billion, and the consump-
tion of fixed capital would exceed investment by
$14.3 billion.

In the n1PA framework, budget outlays for na-
tional defense are included in both consumption
expenditures and gross investment. These outlays
differ from the ~1pa estimates for four principal
reasons (table 6).  First, some defense out-
lays, primarily disbursements for foreign military
sales, are treated as exports in the n1pa’s. Second,
N1pA expenditures are recorded on a delivery ba-
sis, and budget outlays are recorded on a cash
basis; thus, in the ~ipa’s, all work-in-progress
except shipbuilding is included in the change-in-
business-inventories component of gross domes-
tic product. Third, in defense outlays, the cost
of the military retirement program is measured
as the cash payment from the military personnel
appropriation account to the military retirement
trust fund. In the ~ipa’s, a payment is added
to amortize the unfunded liability for military
retirement benefits earned by military person-
nel for service before 1985, and a payment is
also added to amortize the unfunded liability
for civilian retirement benefits; these payments
are recorded in the budget as intergovernmental

Table 7.—Relation of Administration Budget and NIPA Esti-
mates of Federal Government Receipts and Current Ex-
penditures

[Billions of dollars]

Level for fiscal year Change from
preceding fiscal

Actual Estimates year

1997 | 1998 | 1999 1998 | 1999

Administration budget:

Receipts .. .. |1,579.3]|1,657.9|1,742.7 786| 84.8
Outlays ... .11,601.2|1,667.8)|1,733.2 66.6| 654
Surplus -219| -10.0 9.5 11.9 19.5
NIPA's:
RECEIPLS ovvvvvvevrreerererrcerienninns 1,695.5|1,765.91,833.9 704| 68.0
Outlays ......cooevererrinnens . [1,736.2(1,778.5(1,843.8 423 65.3
Surplus or deficit (-) -40.7| -12.6f -9.9 28.1 27

Administration budget less
NIPA’s:
RECEIPLS oo
outlays .......ccocoeeee. .
Surplus or deficit (-)

-116.2| -108.0| -91.2 8.2 16.8
-135.0| -110.7| -110.6 24.3 1
18.8 2.6 19411 -16.2 16.8

1. The NIPA current surplus or deficit reflects the treatment of government investment which
was introduced in January 1996. Current expenditures now include (1) consumption of fixed cap-
ital or general government in consumption expenditures, and (2) consumption of fixed capital
for for government enterprises as an expense in the calculation of the current surplus of govern-
ment enterprises. Gross investment in fixed assets by general government enterprises is no
longer classified as a current-account expenditure in the year the asset is purchased but is clas-
sified, instead, as an expenditure over the service life of the asset.

Sources: The Budget of the United States Government, Fiscal Year 1999 and the Bureau
of Economic Analysis.

NIPA National income and product accounts

transactions. Fourth, the n1pa measure includes
general government consumption of fixed capital.

The differences between the budget and ~ipra
estimates of receipts, of outlays, and of the cur-
rent surplus or deficit are summarized in table 7.
Unlike the budget, which would record a sur-
plus in 1999, the ni1pa’s would record a deficit
primarily because of the difference in the treat-
ment of government investment in fixed assets;
the consumption of fixed capital that is included
in the N1pA’s is greater than the investment that
is excluded.

Fiscal year 1999 nN1pa estimates

In the ~1pa framework, the current deficit in
fiscal year 1999 would decrease s$2.7 billion, to
$9.9 billion, after decreasing $28.1 billion in fis-
cal year 1998 (chart1). This slowdown is due
to an acceleration in current expenditures and
a deceleration in receipts. The acceleration in
current expenditures is due to accelerations in
grants-in-aid to State and local governments,
transfer payments, and consumption expendi-
tures. The deceleration in receipts is attributable
to a deceleration in corporate profits tax accruals.

In the ~tea framework, Federal current ex-
penditures would increase $65.3 billion in fiscal
year 1999 t0o $1,843.8 billion (chart 2). Transfer
payments would increase $36.1 billion—s14.5 bil-
lion for social security and s10.0 billion for medi-
care (table 8). Grants-in-aid to State and local
governments would increase $23.4 billion—s6.7
billion for medicaid, $s.3 billion for health care,
and s6.9 for other grants programs. Nondefense

CHART 1

Federal Fiscal Position,
Surplus or Deficit (-)

Billion $
50

0
-50
Budget—
-100
NIPA
-150
-200
-250

-300

-350 | | | | | | | | | |
1989 90 91 92 93 94 95 96 97 98" 99*
Fiscal Years

*Estimates by OMB and BEA
U.S. Department of Commerce, Bureau of Economic Analysis
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Federal Government Current Expenditures,
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billion.

consumption expenditures would increase $8.0

In the ~ntpa framework, Federal receipts would

increase $68.0 billion in fiscal year 1999 to $1,883.9

NIPA Framework

Billion $
900

Transfer Payments
800
700
600
500
400 National Defense Consumption
Expenditures \
300
Net Interest Pald\ S,
200 ——meee =TT
— ¥ AllOther
100 >~ Grants-in-aid to State and local
governments
| | | | | | | | | |

Fiscal Years
*Estimates by BEA

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

0
1989 90 91 92 93 94 95 96 97 98"

99*

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

[Billions of dollars]

Change from preceding

fiscal year
1997 | 1998 | 1999
Total current eXpenditures ... 64.0| 423| 653
Consumption expenditures 154 2.1 9.0
National defense ............... 94| -28 1.0
Pay raise and locality pay?* .. 21 31
Other ......ccceeee. -49( -21
Nondefense 49 8.0
Pay raise and 13 2.1
OHhEr s 36 5.9
Transfer payments ... X 288 36.1
Social security ...... X 15.5 145
Medicare ......... 16.4 7.9 10.0
Supplemental security income .. 14 8 A4
Federal employee retirement ... 58 28 29
Earned income and child care credits . 2.8 4 2.7
Veterans benefits ......... 12 8 14
Unemployment benefits -2.8 4 2.7
ONET et -4.2 2 15
Grants-in-aid to State and local governments ........... 47| 156| 234
Medicaid ......... ce 36 54 6.7
Education .. 0 0 35
Highways .. 1.0 12 6
Health Care ... -15 15 53
Food and nutrition 7 11 4
Other ....coocevevne. 1.0 6.4 6.9
Net interest PaId ........occeeverrvrereirriireeerenieis 80| -32| -17
Subsidies less current surplus of government
ENterprises ... e 51 -10f -15
Agriculture subsidies -2.1 12 -8
Housing subsidies . .6 0 -4
Other subsidies . 32 -3 -7
Less: Current surplus of government enterprises:
Postal Service surplus . 1.0 7 -3
Other surplus of government enterprises .......... 2 12 -1

1. Consists of pay raises and locality pay beginning in January 1998.
Source: Bureau of Economic Analysis.

Federal Government Receipts,

NIPA Framework

Billion $

900
800
760 Personal Tax and Nontax Recelpls\
600
500
400
300
200

100

0 \ | |

~*— Contributions for Social Insurance

~ Indirect Bﬂsaess Tax and Nontax Accruals /
| | | | |

Corporate Profits Tax Accruals\

1989 90 91 92 93 94 95 96 97 98"

Fiscal Years
*Estimates by BEA

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

99*

billion (chart 3): $575 billion of the increase is
due to a higher tax base, and s10.5 billion is due
to proposed legislation (table 9). The increase
in total receipts reflects increases in contribu-
tions for social insurance (s30.3 billion), per-
sonal taxes ($22.7 billion), indirect business taxes

CHART 3

Table 9.—Sources of Change in Federal Government
Receipts, NIPA Framework

[Billions of dollars]

Change from preceding

fiscal year

1997 1998 1999
Total receipts 143.6 704 68.0
Due to tax bases 143.6 70.6 575
Due to proposed legislation 0 -1 10.5
Personal tax and nontax receipts ... 88.8 27.8 22.7
Due to tax bases ............. 88.8 27.9 23.9
Due to proposed legislation 0 -1 -1.2
Corporate profits tax accruals ... 13.6 14.8 31
Due to tax bases ... 13.6 14.9 14
Due to proposed leg 0 -1 17
Indirect business tax and nontax accruals ........... 4.6 -1 11.9
Due to tax bases ............. . 4.6 -2 19
Due to proposed legislation 0 1 10.0
Contributions for social insurance .. 36.7 28.0 30.3
Due to tax bases ............. 36.7 28.0 303

Due to proposed legislation 0 0 0

Sources: The Budget of the United States Government, Fiscal Year 1999, and the Bureau

of Economic Analysis.

March 1998
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(s11.9 billion), and corporate profits tax accru-
als (3.1 billion). The increase in contributions
for social insurance reflects higher contributions
for the old-age, survivors, disability, and hospi-
tal insurance programs. The increase in personal
taxes reflects higher withheld income taxes, and
the increase in indirect business taxes reflects the
proposed tobacco settlement.

Quiarterly pattern.—Seasonally adjusted quarterly
estimates of nipa receipts and current expendi-
tures that are consistent with the budget estimates
of receipts and outlays for the fiscal year are
shown in table 10. The n1pA estimates of receipts
reflect the quarterly pattern that results from the
enacted and proposed legislation and from the
administration’s projected quarterly pattern of
wages and profits. The ~ntpa estimates of current
expenditures reflect the quarterly pattern that re-
sults from the enacted and proposed legislation
that would adjust pay for Federal Government

employees and provide cost-of-living increases in
social security.

In the ~ipa framework, the current deficit
trends downward from the first quarter of 1997
through the fourth quarter of 1997 and then
increases in the first quarter of 1998. The
first-quarter 1998 increase reflects the following:
Decreases in personal taxes, cost-of-living adjust-
ments that increase social security (2.1 percent),
and adjustments to Federal employee pay (2.8
percent).

The current deficit decreases from the second
quarter of 1998 through the fourth quarter of
1998, increases in the first quarter of 1999, and
then decreases slightly throughout the third quar-
ter of 1999. The first-quarter increase reflects
the following: Cost-of-living adjustments that in-
crease social security (2.2 percent), adjustments
to Federal employee pay (3.1 percent), and higher
grants-in-aid to State and local governments.

Table 10 follows. [.ef
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Table 10.—Federal Government Receipts and Expenditures, NIPA Framework
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year * Calendar year Quarter
Line Pub- | Esti- Published 19972 Estimated 1998 Estimated 1999
1997 | 1998 | 1999 | lished | mated
19972 | 1998 | Il Il \% | Il 1l vV | Il 1l

1 RECEIPLS oo 1,695.5(1,765.9(1,833.9/1,724.6|1,787.3
2 | Personal tax and nontax receipts 3 ... 757.3| 785.1 797.7
3 Proposed legislation . -1 -1].
4 Other 785.2 797.8
5 | Corporate profit tax accruals4 .. 220.8 221.3
6 Federal Reserve Banks 234 24.1 21.4 24.0
7 Proposed [egislation ...........cveeneennineerneneinns | vveveiens 0 2| e 0
8 (01111 S 21.0 234 239 214 24.0
9 Other corporate profit tax accruals 185.0( 197.3| 199.7| 1916 197.3
10 Proposed 1egisIation ... | v -1 14 -1
11 Other ... 185.0( 197.4( 198.3| 1916 1974

12 | Indirect business tax and nontax accruals 7 .
13 Proposed legislation
14 Other

9571 95.6| 1075 91.3| 949

15 | Contributions for social insurance 3
16 Tax on wages and salaries (FICA)
17 Proposed legislation ..

18 Base increases ...

19 January 1998 .

20 January 1999 .

21 1131T AN .

22 Tax on self-employment eamnings 304| 285| 286

23 Base increases 4 0 0 0
24 Other ......cc...... 300 285| 286 29.1
25 Supplementary medical insurance 20.0 19.5 19.6 19.8
26 Unemployment insurance .. 305 294 295 30.1
27 Federal retirement .. 68.2 67.7 67.9 67.9
28 Other ... 9.6 9.5 9.6 9.7
29 Current expenditures ... 1,800.5(1,730.8 1,746.0 [ 1,752.6 | 1,779.4

461.3| 458.0| 464.2| 464.7| 4685
314.8

30 | Consumption expenditures
31 National defense ............
32 Pay raises and locality pay
33 January 1998 .
34 January 1999 .

35 Other .......

36 Nondefense .

37 Pay raises and locality pay
38 January 1998 .

39 January 1999 .

40 Other

41 | Transfer payments (net)3 ..
42 To persons ..........
43 Social Security

44 Regular .......

45 Benefit increases

46 January 1998 .

47 January 1999 .

48 Medicare .............

49 Unemployment benefits ...

50 Federal employee retirement
51 Civilian ....

52 Military ...

53 Veterans benefits

54 Railroad retirement ...

55 Military medical insural

56 Food stamps ..........

57 Black lung benefits

58 Supplemental security income ..
59 Earned income and child care credits .
60 All Other ..o

61 To rest of the world (net)
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Table 10.—Federal Government Receipts and Expenditures, NIPA Framework—Continued
[Billions of dollars; calendar year and quarters at seasonally adjusted annual rates]

Fiscal year * Calendar year Quarter
Line Pub- | Esti- Published 19972 Estimated 1998 Estimated 1999
1997 | 1998 | 1999 | lished | mated
19972 | 1998 | Il Il \% | Il 1l vV | Il 1l

62 | Grants-in-aid to State and local governments .. 220.0| 235.6| 259.0| 224.2| 242.8| 219.6| 2225| 2242| 230.6| 2328| 2414 2459| 251.2| 259.9| 266.8| 272.8
63 Public assistance ... 112.7| 1204 1275| 112.8| 119.8| 111.2| 111.8| 110.2| 117.8| 1157 1194 1205| 123.4| 126.8| 128.7| 1305
64 Medicaid ......... 95.4| 100.8| 107.5 97.4| 101.3 94.7 96.4 96.1| 102.2 98.7| 100.7| 101.4| 104.2| 107.1| 108.5| 109.9
65 Cash benefits 147 171| 180 129| 160( 140( 126| 11.8( 132 146| 160| 166| 169| 174| 180| 185
66 Social benefits 26 24 2.0 2.5 2.5 2.5 28 24 24 24 26 25 2.3 2.3 22 21
67 Highways ... 202| 214| 220 203| 221| 194| 206| 208 203 213 224| 226| 219| 222| 226| 228
68 Education ... 171 171 20.6 17.0 18.0 15.7 16.6 18.1 175 16.5 17.7 185 194 209 214 224
69 Food and nutrition .. 14.7 15.8 16.2 15.3 16.6 14.9 15.1 154 15.7 16.3 16.6 16.8 16.6 16.5 16.8 16.7
70 Community development 6.3 7.5 7.8 6.5 7.9 6.4 6.5 6.4 6.5 8.0 8.1 7.9 7.4 7.8 8.1 8.2
71 Mass transit ... 23 2.0 1.9 4.0 2.6 4.1 35 42 4.0 32 2.9 2.1 2.1 21 21 20
72 Environmental p 2.7 25 2.7 2.6 2.7 2.9 2.7 26 23 29 26 25 2.9 2.6 28 2.7
73 Health care ..... 6.3 78| 131 7.7 9.1 6.9 8.4 7.2 8.2 8.4 8.2 84| 112| 133| 143| 153
74 All other 378 411 47.1 38.3 44.2 38.1 374 394 383 40.6 43.6 46.3 46.2 475 49.8 52.1
75 | Net intereSt Paid .......ccooveerreererrneemieenneeiseesiernns 2342 231.0| 229.3| 230.2| 229.6| 228.9| 229.8| 231.2| 231.0( 2306| 229.7| 229.0| 228.9| 228.6| 2284| 2283
76 | Subsidies less current surplus of government

enterprises .. 382| 372| 357 384| 393 384( 381| 379 390 399 403| 384| 388| 383| 381| 378
77 Subsidies ... 355| 364| 345 342| 343| 338| 343| 343 345 348 347| 341| 334| 331| 328| 326
78 Agricultural .. 7.3 8.5 7.7 7.6 8.1 74 75 75 8.0 8.3 8.4 8.1 7.7 75 7.3 7.2
79 Housing .. 249 249 245 25.6 255 25.2 25.7 259 25.7 25.6 255 254 253 252 252 251
80 33 3.0 2.3 1.0 .6 11 11 1.0 9 8 N 6 4 4 3 3
81 Less: Current surplus of gove =27 -8| -11| -42| -51| -47| -39| -36( -45| -51| -56| -42| -54| 53| -53| -51
82 Postal Service -78( -71{ -74| -86| -95| -89| -82| -80| -92| -97| -100| -86| -98| -96| -96| -95
83 Federal Housing Administration 2.9 34 38 33 37 3.2 3.2 33 34 35 3.6 37 38 3.9 4.0 4.0
84 Tennessee Valley Authority . 2.0 2.7 2.8 17 17 17 16 15 1.8 18 17 17 17 17 17 18
85 Other 3 3 -3 -5 -1.0 -6 -5 -4 -5 -1 -9 -1.1 -1.2 -1.3 -1.4 -1.4
86 | Less: Wage accruals less disbursements ................. 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
87 Current surplus or deficit (<)% oo -40.7| -12.6 -99| -27.7| -132| -555| -36.8| -10.8 -76| -219( -16.1 -9.3 -56| -225| -201| -17.2

Addenda:

88 Gross investment © 61.2 58.3 585 59.9| 567 581 618 610 589 574| 564| 558 57.1 58.7| 59.3| 588
89 National defense 39.9| 363| 354| 394| 345 370 393| 405 408 356| 344| 335/ 345| 358| 359| 355
90 Nondefense 213 22.0 231 20.6 22.2 211 22.6 20.5 18.1 219 22.0 223 226 229 233 234
91 Consumption expenditures and gross investment 518.7| 518.0| 527.1| 523.8| 517.9| 516.1| 526.1| 525.7| 527.4| 526.7| 517.9| 513.6| 513.6| 522.1| 524.0| 527.8
92 National defense .| 3474\ 3411 3411| 350.4| 3375| 3433| 350.6| 352.1| 355.6| 349.1| 3385| 3322 330.4| 3352| 3353| 3375
93 Nondefense 171.3| 176.9| 186.0( 173.4| 180.4| 172.8| 1755| 1736| 171.8| 177.6| 179.4| 181.3| 183.2| 187.0( 188.7| 190.3

1. Fiscal year estimates are the sum of quarterly values not seasonally adjusted and are consistent with the
budget proposals.

2. Published estimates, both calendar year and quarters, appear in the NIPA tables 3.2 and 3.7B elsewhere
in this issue.

3. Estimates of personal tax and nontax receipts, contributions for social insurance, transfer payments (net), and
grants-in-aid to State and local governments for the first quarter of 1998 through the third quarter of 1999 have
been revised to incorporate information that has become available since the release of the budget. For each quarter,
personal taxes have been revised up $8.1 billion, and grants-in-aid have been revised up $4.6 billion. To reflect
data on wage and salary dishursements that were not available at the time of the translation, contributions have
been revised as follows: 1998:1, $3.6 billion; 1998:1I, $1.0 billion; 1998:Ill, -$1.0 billion; 1998:1V, -$3.4 billion; 1999:I,
-$2.9 hillion; 1999:II, -$1.4 billion; and 1999:1ll, $1.0 billion. The revisions to transfer payments (net) in 1998 and
1999 result from a corrected quarterly pattern for medicare payments.

4. BEA's estimate of corporate profits tax accruals for the fourth quarter of 1997 will not be available until the
release of the final estimates of gross domestic product on March 26, 1998. The value shown is derived from the
budget.

5. See footnote 1 in table 7.

6. Gross investment consists of general government and government enterprise expenditures for fixed assets;
inventory investment is included in Federal Government consumption expenditures.

7. The Budget of the United States Government, Analytical Perspectives, Fiscal Year 1999, “National Income
and Product Accounts,” page 340 contains incorrect fiscal year estimates of indirect business tax and nontax accru-
als (IBT); the IBT estimates also carried through to the budget estimates for total receipts and the deficit. The

differences between the fiscal year estimates of IBT shown in the Budget and those shown in table 10 (above)
are shown below:

Billions of dollars
Fiscal year
1997 | 1998 | 1999
Indirect business tax and nontax accruals:
Budget 92.1 921 105.7
Amount of correction 36 35 18

Sources: The Budget of the United States Government, Fiscal Year 1998 and the Bureau of Economic Analysis.
AFDC  Aid to families with dependent children

FICA Federal insurance contributions act

NIPA  National income and product accounts

SECA  Self-employment contributions act

TANF  Temporary assistance for needy families
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