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PREFACE

Estimates of Federal Budget Qutlays was prepared at
the request of Senators Edmund S. Muskie and Henry Bellmon,
the Chairman and Ranking Minority Member of the Senate
Committee on the Budget. The paper discusses the problems
of estimating budgetary outlays, focusing specifically on
the recent shortfalls in actual spending below estimated
levels. It also weighs the prospects for improving the
accuracy of outlay estimates for use by the Budget Commit-
tees in formulating annual budgetary resolutions. In
addition, it examines the problem of tracking Congressional
actions under these resolutions.

The study was prepared by the staff of the CBO's
Budget Analysis Division under the supervision of James L.
Blum. Debra Goldberg provided assistance in preparing the
tables in Appendix A. Thelma L. Jones prepared it for pub-
lication. :

Alice M. Rivlin

Director

February 1978
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SUMMARY

Federal budget outlays for fiscal year 1977 fell short of
the Administration's and Congress' estimates by $15 billion.
Federal outlays have been less than estimated in most years,
largely because of a pervasive and persistent upward bias in
agency estimates. The error in agency estimates has been in-
creasing in recent years, however, both in absolute and rela-
tive terms--from about 31 billion, or less than 1 percent, in
1969 to 315 billion, or almost 4 percent of total outlays in
1977.

The need for accurate estimates of ocutlays has increased
with the enactment of the Congressional Budget Act of 1974.
Under this act, the Congress each year adopts binding limits on
spending and revenue legislation. The Congress is prohibited
from considering any legislation that would cause the spending
total specified in the second or subsequent budget resolution
to be exceeded. Overestimates of outlays could prevent the
Congress from taking action on desirable spending items because
the Congressionally adopted outlay ceilings might be violated.
Also, the suspicion that outlays have been overestimated could
lead some Members of Congress to propose “spending the short-
fall," thus undermining the budgetary control discipline in-
tended by the resolutions.

Outlays are misestimated for a variety of reasons. Certain
outlay estimates are quite sensitive to the assumptions made
about the condition of the economy during the fiscal year. For
example, outlay estimates for unemployment compensation, which
involve very intricate estimating techniques, are based on
assumptions about the unemployment rate and the size of the
civilian labor force. The estimates for unemployment compensa-
tion used for the third budget resolution for fiscal year 1977
were too high by $1.5 billion, largely because the actual unem-
ployment rate was somewhat lower than assumed for the first
quarter of calendar year 1977.

Estimates of outlays may also depend on assumptions made
about the timing of Congressional decisions. The Congressional
budget resolutions may include provisions for new legislative
items that take longer to .be enacted than assumed or are not
enacted at all. For example, the third budget resolution for
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fiscal year 1977 assumed that the Congress would approve the
President's proposal for $50 tax rebates and special payments
to nontaxpayers. The President subsequently withdrew this
proposal, resulting in a $3.2 billion "shortfall" from the third
resolution. Also, the economic stimulus supplemental appro-
priation bill was enacted six weeks later than was assumed for
the third resolution, causing some delays in the implementa-
tion of additional spending to stimulate employment.

There has been a general tendency for some estimates of
outlays to be based on desirable policy goals rather than
realistic Jjudgments of how fast new and expanded programs can
be implemented. Grants to state and local governments often
involve unanticipated delays 1in issuing program regulations,
reviewing and approving plans, and implementing the programs
at the state and local level. For example, the spending esti-
mates for local public works and employment and training pro-
grams used for the third resolution proved to be too high by
$1.5 billion, largely because of overly optimistic assumptions
about the time necessary for actual implementation of increased
spending for these activities.

Some government financial activities pose substantial
problems for estimates of outlays. The associated outtays often
represent net financial transactions; that 1is, disbursements
for new loans or major acquisitions are offset by receipts from
loan repayments or sale of loan assets or advance payments. To
forecast these net outlays accurately requires accurate estimates
of both disbursements and receipts. These outlays are also
heavily influenced by administrative decisions concerning the
sale or holding of loan asset portfolios. These decisions
depend upon credit market conditions that are very difficult
to predict in advance. The estimates for various financia)
transactions including net interest and bonuses from sale of
offshore o0il leases, used for the third budget resolution for
1977 proved to be too high by $1.0 billion.

Finally, there appears to be a general upward bias in
many agency estimates of outlays. This may result from a com-
bination of the natural optimism of agencies about their abil-
ity to implement programs and the conservative tendency of
program managers to husband their resources through most of
the year to meet unanticipated needs or to avoid overspending
appropriations. It is not possible to quantify the magnitude
of this upward bias, but it probably amounted to several bil-
lion dollars in fiscal year 1977.
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The Congressional Budget Office has taken a number of steps
to remove the upward bias from the Administration's estimates
and to improve the accuracy of the CBD outlay estimates used
for budget scorekeeping and projections. These steps have pro-
ceeded along two avenues. First, CBO has devoted consider-
able effort to develop techniques for more accurate estimates
of total outlays. This includes an elaborate statistical anal-
ysis of historical spending patterns for 160 program categories
to develop short term forecasts of total outlays that will be
accurate within 1.0 percent or better. CBO also consults reg-
ularly with four New York investment and banking firms that
have been estimating federal outiays for years and have a very
good track record. Through these and other means, independent
estimates of total outlays can be developed and used as targets
for aggregating the spending estimates for the more than one
thousand individual spending accounts in the budget.

The second avenue of CBO effort has been to improve the
accuracy of its outlay estimates for individual spending pro-
grams. This has included the development of sophisticated
models for estimating outlays for interest on the public debt,
unemployment benefits, and a number of other large and complex
programs. CBO has also undertaken several special analyses
of individual programs where misestimates have been a prob-
lem. These include, for example, Department of Defense spend-
ing, which was overestimated by $2.3 billion for the third
budget resolution for 1977, and the foreign military sales
trust fund, for which net outlays were also overestimated by a
large amount ($0.7 billion).

CBO has also increased its efforts to monitor actual out-
lays as reported in the Monthly Treasury Statements. This
includes the development of an automated data base for comparing
actual spending for 160 program categories with CBO and agency
estimates. As a result, CBO has strengthened its ability to
adjust its estimates of outlays to refliect actual spending
patterns as they emerge from the monthly data.

These and other improvements have been incorporated over
the past year into C(BO's outlay estimates and budget project-
jons, resulting in significant corrections. CBO's final outlay
estimate for fiscal year 1977, made in August for the Budget
Committees' use in advising the parliamentarians about the
level of total spending, was very close to the actual result
announced by the Treasury Department three months later. The
CBO August estimate of total 1977 outlays was $402.6 billion,
only $0.7 billion higher than the actual total of $401.9 bil-
lion. In comparison, the OMB estimate released on August 1,
1977, was $404,0 billion,
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The shortfall phenomenon is likely to continue in fiscal
year 1978, although at a lower level than in 1977, Total out-
lays for 1978 will probably be $3 to $8 billion lower than the
$458 billion level specified in the second budget resolution for
fiscal year 1978. Actual spending during the first quarter

of fiscal year 1978 (October to December) was at a $454 bil-
lion annual rate.

It is clear from the nature of the methods for estimating
outlays that there is no simple solution for eliminating errors.
Nevertheless, it should be possible to develop more accurate
estimates of total outlays earlier in the budget cycle. A goal
of achieving 1 percent accuracy in outlay estimates six months
before the start of the fiscal year for on-going programs ap-
pears to be reasonable. This degree of accuracy would have to
rely to a great extent on the law of large numbers in which
estimating errors for individual program offset each other.
This should be possible if the upward bias from agency esti-
mates can be removed. This level of precision will, however,
probably not be possible for all individual programs or budget
functions.
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CHAPTER 1. THE SHORTFALL PROBLEM

Federal outlays for fiscal year 1977 fell short of the
Administration's and Congress' estimates by $15 billion. The
same shortfall phenomenon has occurred in previous years, al-
though not with the same magnitude. Overestimating of outlays
by federal agencies is the major reason for the problem. Such
estimating errors can lead to inappropriate decisions about
fiscal policy, improper allocation of resources among programs,
and problems in managing the public debt.

The credibility of the new Congressional budget process
is also threatened by this shortfall phenomenon. Overestima-
tes of outlays can prevent the Congress from taking action on
desirable spending items because the Congressionally adopted
outlays ceilings might be violated. Pursuant to the Congres-
sional Budget Act of 1374, the Congress each year adopts binding
limits on spending and revenue legislation. The second and any
subsequent budget resolutions for a particular fiscal year set
ceilings on Congressional actions to provide new budget author-
ity and to increase outlays. Under the Budget Act, the Congress
is prohibited from considering any legislation that would cause
the budget authority or outlay totals to be exceeded.

This chapter discusses the general problem of making esti-
mates of outlays including an examination of the accuracy of
estimates during the past several years. Chapter II presents an
analysis of the 1977 spending shortfall from the Congressional
budget resolution estimates. It also discusses the implications
of the 1977 results for the 1978 estimates of outlays. Chapter
111 discusses the prospects for improving the accuracy of outlay
estimates, and specifically what steps the Congresional Budget
0ffice (CBO) has taken to improve the accuracy of its score-
keeping tabulations and budget projections.

ORIGIN OF SPENDING ESTIMATES

The Congress makes explicit decisions on specific figures
for new budget authority in annual appropriation bills, but not
generally on the outlays that will result from these bills dur-
ing the budget year. Budget authority is authority provided
the federal government under law to enter into obligations
that will result in immediate or future outlays. Outlays rep-
resent the amount of checks issued, interest accrued on most
public debt, or other payments, net of refunds and reimburse-
ments. Total budget outlays consist of the sum of the outlays
from appropriations and funds included in the unified budget,
tess offsetting receipts.
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The new budget authority appropriated by the Congress for a
fiscal year generally exceeds the outlays from the authority
within that year because:

o There is often a lag between the time budget authority
is provided, obligations are made, and checks are
issued. For example, budget authority for some major
procurement and construction activities covers the esti-
mated full cost of the activities at the time they are
started, even thouah the outlays will take place over
a number of years as the projects move toward com-
pletion.

o Budget authority for many loan and quarantee or insur-
ance programs also provides financing for a period of
years or represents a continaency backup.

o Budget authority for trust funds, which usually is pro-
vided on a permanent basis generally exceeds outlays.
This authority represents income to the funds from
special tax receipts, interest earned on trust fund
investments, and other special payments to the funds.

As a consequence, a substantial portion of outlays each year
result from budget authority provided in prior years.

Estimates of Outlays

Estimates of outlays are based on many factors. Certain
outlay estimates are quite sensitive to assumptions about the
condition of the economy durina the fiscal year. For example,
estimates of outlays for unemployment compensation are based
on assumptions about the unemployment rate and the size of
the civilian labor force. Estimates of outlays for social
security and other benefit payment programs that are automat-
ically adjusted by law for increases in the cost of living
are sensitive to assumptions about the rate of inflation.
Similarly, estimates of outlays for farm price supports depend
upon assumptions about the bebavior of farm prices, that, in
in turn, depend upon assumptions about weather conditions,
crop yields, and farm export levels.

Other outlay estimates may depend on assumptions about
the timing of Congressional decisions, particularly for new
programs. The Congressional budget resolutions may include
provisions for new legislative items that take longer to be
enacted than assumed or are not enacted at all.
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Many outlay estimates depend, at least implicitly, on
assumptions about the speed with which projects are started and
completed. Construction projects in particular may take longer
to complete than anticipated because of adverse weather or
other factors. Also, grants to state and local government often
involve unanticipated delays 1in issuing program regulations,
reviewing and approving plans, and implementing the programs at
the state and local level.

Some estimates of outlays represent net financial trans-
actions; for example, new loans made net of loan repayments.
Several government loan programs can also sell loan assets and
other securities to the private sector or the Federal Financing
Bank. These sales are recorded as negative outlays. Net out-
lay estimates for these programs are based on assumptions about
the level of loan activities during the fiscal year, the amount
of loan repayments, and sales of assets. These, in turn, de-
pend on assumptions about interest rates and private credit
needs. To forecast net outiays accurately reguires accurate
estimates of both disbursements and receipts. It is very dif-
ficult, however, to predict accurately all of the factors that
influence the management of these programs. Furthermore, the
management decisions that affect outlays are not made centrally;
many different agencies and people are often involved.

In short, estimates of cutlays depend on a variety of
factors, many of which are not subject to direct Congressional
control. While they are more subject to administrative control--
for example, the timing of asset sales or the signing of pro-
curement contracts is an administrative decision--outlay esti-
mates by the Executive Branch are still subject to large errors
from time to time because of unforeseen changes in economic
conditions, adverse weather, unanticipated delays at the state
and local government level, and other factors.

Estimates of Budget Authority

A major portion of new budget authority (35 percent) is
provided each year through means other than annual appropri-
ation bills. For example, the new budget authority provided
annually for social security and other social insurance trust
funds represents trust fund income and is derived primarily
through receipts from special taxes. The budget authority for
interest on the public dept is provided automatically by a
permanent appropriation enacted in 1847.
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It is necessary to make estimates each year of the amount
of new budget authority that will be generated by special taxes
or will be required for interest payments. These estimates
can also err by significant amounts. For example, social insur-
ance taxes and contributions are closely related to the amount
of wages and salaries paid to individuals. Therefore, the budget
authority estimates for the social insurance funds are sensitive
to assumptions about the performance of the economy., If employ-
ment levels drop unexpectedly, wages and salaries will be less
than expected and the new budget authority for these trust funds
is likely to be overestimated.

ACCURACY OF SPENDING ESTIMATES: THE PAST RECORD

An examination of the record of past budgetary estimates
reveals a systematic pattern of discrepancies between estimated
and actual outlays. Table 1 compares actual outlays with
the Administration's initial budget and revised estimates
between 1969 and 1977. The differences between estimates and
actual outlays show the following pattern: the initial budget
outlay estimates, made six months before the start of the fiscal
year, 1/ are generally too low. Twelve months later, or midway
through the fiscal year, the Administration's revised estimates
are generally too high.

This pattern appears to reflect a general tendency on the
part of the Administration to underestimate spending when put-
ting together the budget for the next year--perhaps to show a
budget surplus or a smaller deficit than wouid otherwise occur.
Later, after the Congress has complieted action on Administration
proposals and the Administration is focusina on formulating its
budoet for the next fiscal year, the revised outlay estimates
are based on agency expectations, which appear to have an up-
ward bias. Acencies generally are not penalized for overesti-
mating, but the penalities for underestimates can be consider-
able. Thus, to be conservative, the agencies may tend to shade
upward their estimates of outlays whenever there is a reasonable
range of possible estimates. This tends to bolster their case
for more money next year as well as protecting them against the
charge of overspending in the current year.

3/ Beginning with fiscal year 1977, the initial budget esti-
mates are made nine months before the start of the fiscal
year.



TABLE 1. DIFFERENCES BETWEEN ACTUAL QUTLAYS AND BUDGETARY ESTIMATES (ACTUAL
MINUS ESTIMATE): BY FISCAL YEARS

Initial Estimate a/ Revised Estimate b/

{(BiTlions (BiTTions
Year of dollars) (Percent) of dollars} (Percent)
Administration Estimates
1969 -1.5 -0.8 0.9 0.5
1970 1.3 0.7 -1.3 -0.7
1971 10.6 5.0 -1.4 -0.7
1972 2.7 1.2 -4,7 -2.0
1973 0.2 0,1 -3.3 -1.3
1974 -0.3 -0.1 -6.3 -2.3
1975 20.2 6.2 1.2 3.5
1976 16.2 4.4 -7.9 -2.2
1977 7.7 1.9 -14.7 -3.7
Congressional Resolutions
1976 -2.2 -0.6 -10.1 -2.8
1977 -11.4 -2.8 -15.6 -3.9

a/ Initial Administration estimates are those contained in the President's
original budget request. Initial Congressional resolutions are the
first concurrent resolutions on the budget.

b/ Revised Administration estimates are thase contained in the President's
budget for the following year. The 1977 revised Administration estimate
is the estimate submitted by President Carter in February 1977. The
revised estimates used for the Congressional resolutions are the second
concurrent resolution for fiscal year 1976 and the third concurrent
resolution for fiscal year 1977.
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Table 1 shows that in only one year since 1969 has the Ad-
ministration's midyear estimate of outlays proved too low. This
happened in 1975 when a combination of factors, including an un-
anticipated deterioration in the economy and the refusal by the
Congress to adopt Administration proposed cutbacks in various
programs, resulted in a higher level of outlays than was esti-
mated midway in the fiscal year.

Table 1 alsc suggests that estimating errors for total out-
lays have grown larger over the past several years. During the
past four fiscal years, the discrepancy between the Administra-
tion's revised estimate and actual outlays has averaged $10
billion, or 2.9 percent. This compares with an average error in
midyear estimates of $2.3 billon or 1.0 percent during the pre-
vious five-year period (1969-1973), This is shown graphically
in Figure 1.

FIGURE 1.
DIFFERENCES BETWEEN ACTUAL OUTLAYS
AND ADMINISTRATION ESTIMATES

Billjons
of Dollars
23 .
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During the past nine years, the size of the federal budget
has more than doubled, rising from $185 billion in outlays in
fiscal year 1969 to $402 billion in 1977. The largest part of
this growth--over 70 percent--occurred in the last four years.
It would appear that as the federal budget has arown larger and
more complex, it has become jincreasinaly difficult to make accu-
rate estimates of outlays.

Table 1 alse shows that the Congressional budget resolutions
for fiscal years 1876 and 1977 have assumed significantly higher
outlays than actually occurred, particularly for the revised
resolutions, Since the second and any subsequent resolution
sets a binding ceiling on Congressional actions to increase
spending, there may be some tendency for the Budget Committees
to overestimate outlays to provide room for any unanticipated
events and thus avoid the need for another resolution. It is
also 1likely that the Congressional Budget Office may have over-
estimated the outlays that would result from some of the Con-
gressional increases to the Administration's budgets for fis-
cal years 1976 and 1977.

Further details on the differences between actual outlays
and Administration budget estimates for the past five years are
shown in Appendix A. On the basis of the data presented there,
the followina conclusions can be drawn:

o No particular set of agencies or programs has been
the major source of estimating errors. Rather, errors
in estimating outlays have occurred for most agencies
and programs.

0 The largest estimating errors in percentage terms are
for programs involving financing transactions, for exam-
ple, the foreign military sales trust fund, Farmers
Home Administration, Federal Housing Administration
fund, GMMA assistance functions fund, Export-Import
Bank, and offshore o0il leases.

o Major errors have also been made for programs that are
highly sensitive to economic assumptions. For example,
unemployment benefits were ¢greatly underestimated in the
original fiscal year 1975 budget, which did not antici-
pate the 1974-1975 recession.
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Budget Authority

Table 2 shows the difference between actual budget author-
ity and Administration budget estimates of new budget author-
ity for the past nine years. The large differences from the
initial budget estimates represent primarily Administration
attempts to cut back the level of federal spending. The dif-
ferences between actual budget authority and the revised esti-
mates are quite small, generally less than 2 percent. The sever-
ity of the estimating problem for budget authority does not
appear to be as great as for outlays resulting from new auth-
ority. This is to be expected since the bulk of new authority
(65 percent) is provided each year through appropriation bills
containing specific amounts of budget authority.

TABLE 2. DIFFERENCES BETWEEN ACTUAL BUDGET AUTHORITY AND BUDGET ESTIMATES (ACTUAL
MINUS ESTIMATE): BY FISCAL YEARS

—Initial  Estimate a/ _Revised = Estimate b/
(Billfons (Bi1lions
Year of dollars) {Percent) of dollars} {Percent)
Administration Estimates
1969 -5.5 -2.8 1.6 0.8
1970 2.9 1.4 3.9 1.8
1971 18.4 7.8 0.1 *
1972 -0.9 -0.4 -1.7 -0.7
1973 5.8 2.1 -3.7 -1.3
1974 25.9 8.3 3.0 1.0
1975 30.0 21.8 -17.0 4.1
1976 29.5 7.1 6.9 1.7
1977 31.8 6.8 1.2 0.3
Congressional Resolutions
1976 27.8 6.7 6.5 1.6
1977 11.0 2.4 -7.7 -1.7

a/ Initial Administration estimates are those contained in the President's
original budget request. Initial Congressional resolutions are the first
concurrent resolutions on the budget.

b/ Revised Administration estimates are those contained in the President's
budget for the following year. The 1977 revised Administration estimate
is the estimate submitted by President Carter in February 1977. The
revised estimates used for the Congressional resolutions are the second
concurrent resolution for fiscal year 1976 and the third concurrent res-
olution for fiscal year 1977. '



CHAPTER II. SPENDING SHORTFALL IN 1977

Total outlays for fiscal year 1977 were $401.9 billion.
This total was well below the $417.45 billion level specified in
the third budget resolution for 1977 that was adopted by the
Congress in March 1977, and the adjusted level of $409.2 billion
for outlays adopted two months later in May. This chapter pre-
sents various details on the differences between actual outlays
and the estimates used for the Congressional budget resolutions.
It also discusses the imptications of the 1977 results for fiscal
year 1978 estimates of outlays.

SHORTFALL FROM BUDGET RESOLUTIONS

On March 3, 1977, the Congress adopted a third resolution
for fiscal year 1977 in order to accommodate anticipated Con-
gressional action on measures needed to stimulate the economy.
The outlay ceiling was raised from $413.1 billion to $417.45
billion. Two months later, on May 17, the Congress adjusted
the outlay ceiling downward to $409.2 billion to reflect the
withdrawal of President Carter's proposal for $50 tax rebates
and special payments to nontaxpayers (-$3.2 billion}, and lower
estimates of spending {-3$5.1 biltion).

Actual outlays for fiscal year 1977, as reported by the
Department of the Treasury on October 27, 1977, totaled $401.9
billion, or $7.3 billion less than specified in the amended
third budget resolution adopted in May. Most of this shortfall
was anticipated in the CBO scorekeeping tabulations that are
used by the Budget Committees to advise the parliamentarians
on the current budget levels. The final CBO estimate of 1977
outlays, made in August, was $402.6 billion, only $0.7 billion
higher than the actual level.

Table 3 provides a summary of the 1977 spending shortfall
from the third budget resolution by major program area. As
noted earlier, the withdrawal of the $50 tax rebate proposals
accounts for $3.2 billion, or 20 percent of the $15.6 billion
difference between the third budget resolution outlay ceiling
and actual outlays. The remaining $12.4 billion difference was
spread over a large number of programs and resulted from several



TABLE 3. CHANGE IN FISCAL YEAR 1977 OUTLAYS FROM THIRD COMCURRENT RESOLUTION TO
ACTUAL, BY MAJOR PROGRAMS: IH BILLIONS OF DOLLARS

3rd Res. 3rd. Res.
to 3rd Res. Amended Total
Major Programs Amended to Actual Change
Withdrawal of $50 rebate -3.2 - ~3.2
Payments for Individuals
Social security 0.6 -0.3 0.3
Unemployment compensation ~1.4 a/ -1.5
Medicare and medicaid -0.3 -0.4 -0.7
Public assistance and related programs ~0.3 0.1 -0.2
Veterans‘compensation, pensions -
and benefits -- -0.3 -0.3
Other 0.1 0.1 0.2
Subtotal -1.3 -1.0 -2.3
Farm Price Supports (({CC) 1.5 0.3 1.8
Economic Stimulus and Related Programs
Employment and training programs -1.1 - -1.1
Antirecession financial assistance -- -0.5 -0.5
Local public works ~0.1 -0.3 -0.4
Subtotal - -0.8 2.0
Financial Transactions
Farmers Home Administration -- 1.4 1.4
Ret interest - 0.5 0.5
Military sales trust fund ~0.7 a/ -0.7
GNMA special assistance functions fund -0.5 -0,2 =0.7
Export-Import Bank -0.3 -0.3 -0.6
Federal Home Loan Bank Board -0.4 0.1 -0.5
Federal Housing Administration fund e -0.3 . -0.3
0CS rents and royalties and other 0.5 =0.6 -0.1
Subtotal S = .4 -1,
{Continued)
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TABLE 3.. {(Continued)

3rd Res. 3rd Res.

. to 3rd Res. Amended Total
Major Programs Amended to Actual Change
Construction Programs

EPA construction grants -- 0.7 -0.7
Major water and power projects -0.4 -0.3 -0.6
Community development grants and

urban renewal -0.2 -0.3 -0.5

Other -0.1 -0.1 -0.1
Subtotal -0.7 1.4 -2.0
Department of Defense - Military -0.5 -1.9 2,3
A1 Bther Outlay Changes '
Military assistance and foreign aid 3y -1.0 -1.0
HEW Educatfon Division -0.3 -0.5 -0.8
Agriculture - general operations
and receipts - -0.7 -0.7
Federal Energy Administration -0.1 -0.4 -0.5
ERDA -0.5 0.2 -0.4
Disaster relief -- -0.2 -0.2
Social services grants -0.2 af -0.2
Qther -0.3 -0.4 -0.7
Subtotal oIS =3.0 4.3
Total Changes -8.3 -7.3 -15.6

Note: Detail may not add because of rounding.

a/ Lless than $50 million.
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factors, including some inaccuracies in the underlying economic
assumptiors, some delay in final Congressional action on the
economic stimulus supplemental, overly optimistic assumptions
about the time required to implement new and expanded programs,
misestimates of the net result of various financial transactions,
and a general upward bias in many agency estimates.

Payments for dindividuals under various entitlement pro-
grams, which are sensitive to economic conditions, were over-
estimated by $2.3 billion for the third budget resolution. Most
of this overestimate was for unemployment compensation {$1.5
billion)} and was reflected in the May amendments to the third
resolution. The actual unemployment rate was somewhat lower
than assumed for the third resclution, particularly for the
first quarter of calendar year 1977.

Farm price supports, on the other hand, were underestimated
by $1.8 billion for the third resolution. The higher than ex-
pected outlays reflect the problem of large crops and falling
market prices, as well as the higher dairy support rate adopted
by the Administration on April 1, 1977. Most of the underesti-
mate was corrected in the May amendments to the third resolution.

Actual outlays for several economic stimulus and related
programs were $2.0 billion lower than assumed for the third res-
olution. This shortfall was caused by several factors. First,
the economic stimulus supplemental appropriations bill was enact-
ed six weeks later than assumed for the third budget resolution.
Second, the outlay estimates used for the third resolution were
overly optimistic about the time necessary for actual implemen-
tation, particularly for the public service jobs programs.
Finally, part of the overestimate for antirecession financial
assistance outlays results from the lower than anticipated
unemployment rate in the first quarter of 1977.

The estimating error for net financial transactions was
only $1.0 billion for the third budget resolution, but this
resulted largely from offsetting estimating errors for severa)
different programs. The Farmers Home Administration decided
not to make the asset sales assumed for the resolutions, great-
er than anticipated receipts were received for foreign mili-
tary sales, GNMA asset sales were larger than expected, and
the loan activity of the Export-Import Bank was lower than
expected. The amendments to the third budget resolution over-
-adjusted for these estimating errors by $400 million.

12



Qutlays for several construction programs were overesti-
mated by $2.0 billion for the third resolution. The severe
winter weather caused delays in some programs. Alsc, state and
local governments did not spend grant funds at the rate expected,
particularly for municipal waste treatment facilities and for
community development projects.

Spending by the Department of Defense was $2.3 billion
lower than assumed for the third budget resolution. Defense
spending was overestimated, however, by an even larger amount
during fiscal year 1976. The shortfall in defense spending
and the $4.5 billion shortfall in other federal programs re-
flects the general upward bias in agency estimates throughout
the budget.

Table 4 provides a similar comparison between the third
budget resolution and actual fiscal year 1977 outlays by major
functional categories. Five functions account for most of the
total shortfall from the third resolution: income security
(-$4.4 billion); national defense (-$3.4 billion}; natural
resources, environment, and energy (-$3.0 billion); education,
training, employment, and social services (-%$2.4 billion); and
community and regional development (-$1.8 billion). Unantici-
pated increases in agriculture; general science, space, and
technology; and undistributed offsetting receipts were more than
offset by shortfalls in the other functions.

IMPLICATIONS FOR 1978 ESTIMATES

The experience of the past two years reveals a widespread
tendency on the part of federal agencies to overestimate out-
lays. Estimates of outlays for new and rapidly expanding pro-
grams are based on agency plans that are generally too optimis-
tic, particularly for programs that involve grants to state and
local governments. Optimism may be appropriate for program
implementation purposes, but not for realistic estimates of
outlays. As noted earlier, agency budget officials also have
various incentives to overestimate outlays. The bureaucratic
penalties for underestimates of spending are generally greater
than for overestimates. For example, the focus of governmental
accounting traditionally has been on preventing overspending
of appropriations. As shown in Table 5§, the 1977 estimates

13
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TABLE 4. CHANGE' IN FISCAL YEAR 1977 OUTLAYS FROM THIRD CONCURRENT RESOLUTION Tﬁ ACTUAL
. BY FUNCTION AND MAJOR PROGRAMS: IN BILLIONS OF DOLLARS

3rd Res. 3rd Res.
to 3rd Res. Amended Total
Functicn and Major Program Amended to Actual Change

National Defense

Department of Defense - Military -0.5 -1.9 -2.3
Military sales trust fund -0.7 a/ -0.7
Military assistance and other -- -0.3 -0.3
Subtotal -1. -2,2 ~3.4
Internatjonal Affairs ) ’
Export - Import Bank -0.3 -0.3 -0.6
Security supporting assistance - -0.5 -0.5
Other _ af -0.2 -0.2
Subtotal 0.3 -1.0 -1.3
General Science, Space and Technology 0.2 - 0.1 0.2
Natural Resources Environment, and
Energy
EPA construction grants - -0.7 -0.7
Major water and power projects - -0.4 -0.3 -0.6
Federal Energy Administration -0.1 -0.4 -0.5
Energy Research & Development Admin. ~0.5 0.3 -0.3
Farest Service -- -0.3 -0.3
National Park Service a/ -0.1 =0.1
Other =0,1 -0.4 -0.5
Subtotal -1, -1.9 =3.0
(Continued)
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TABLE 4. (Continued)

3rd Res. 3rd Res.
to 3rd Res. Amended Total
Function and Major Program Amended to Actual Change
Agricul ture
Farm price supports (CCC) 1.5 0.3 1.8
Agricultural credit insurance fund - 0.7 0.7
Other a/ -0.1 -0.1
Subtotal 1.5 0.9 2.4
Commerce and Transportation
GNMA special assistance functions fund -0.5 -0.2 -0.7
Federal Home Loan Bank Board -0.4 -0.1 -0.5
Federal housing administration funa - -0.3 -0.3
Rural housing insurance fund - 0.7 0.7
Department of Transportation -0.2 -0.2 -0.4
Other : -7 -0.2 -0.2
Subtotal T -0.2 -1.4
Community and Regional Development .
Antirecession financial assistance - -0.5 -0.5
Community develepment grants and
urban renewal -0.2 -0.3 -0.5
Local pubtic works -0.1 -0.3 -0.4
Disaster relief - -0.2 -0,2
Qther =0.1 =0.1 -0.2
Subtotal -0.5 =T.3 -1.8
Education, Training, Employment
and Social Services
HEW Education Division -0.3 -0.5 ~0.8
tmployment and trafning programs -1.1 - -h1
Social service grants -0.2 af -0.2
Other -0.2 -0.1 -0.3
Subtotal -1.8 ~0.6 -2,
{Continued}
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TABLE 4. (Continued)

3rd Res. 3rd Res.
to 3rd Res. Amended Total
Function and Major Program Amended to Actual Change
Health
Medicare and medicaid -0.3 -0.4 ~-0.7
(ther af 0.2 0.2
Subtotal -0.3 . -0.3 -0.6
Income Security .
Withdrawal of $50 rebate -3.2 -- -3.2
Social security 0.6 -0.3 0.3
Unemptoyment compensation -1.4 af -1.%
Public assistance and other -0.2 0.2 al
Subtotal -4,2 0.7 -4,4
Veterans' Benefits and Services
Readjustment benefits -- -0.4 -0.4
Compensation and pensions - 0.1 0.1
Other af 0.1 0.1
Subtotal a/ -0.2 ~0.2
Law Enforcement and Justice a/ -0.1 -0.1
General Government 0.1 -0.3 -0.2
Revenue Sharing and General Purpose
Fiscal Assistance . e -- af a/
Interest -- a/ a/
Undistributed Offsetting Receipts
Iinterest received by trust funds - .5 0.5
0CS rents and royaltfes 0.5 -0.5 a/
Employer's share, employee retirement ' -- 0.1 0.1
Subtotal . 0.5 af 0.5 -
Total Changes -8.3 -71.3 -15.6

flote: Detail may not add because of rounding.

a/ Less than $50 million.
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of outlays assumed for the third budget resolution and made
by the Administration in February (excluding the $50 rebate
proposal that was withdrawn for policy reasons) were high
compared to actual results for all major agencies, except
the Department of Agriculture and the National Aeronautics
and Space Administration.

It is likely that the estimates of outlays for fiscal year
1978 are also overestimated. The second budget resolution for
fiscal year 1978 specifies outlays of $458.25 billion. The most
recent Administration estimate of 1978 outlays, included in the
President's budget for fiscal year 1979, is $462.2 billion. The
Administration's estimate assumes that outlays would increase by
15 percent over the 1977 level, a rate of increase achieved
only once in the last 10 years as shown in Table 6. The second
budget resolution for 1978 implies a growth of 14 percent for
total outlays, which is also high by historical standards. Dur-
ing the past 10 years, federal outlays have grown at an average
annual rate of slightly below 10 percent.

The latest CBO scorekeeping estimate of the current level
of 1978 outlays, assuming enactment of the pending supplemental
appropriations bill (H.R. 9375), is $455 billion. 1/ The con-
census view of the major New York banking and investment firms
is that 1978 outlays will be in the $450 to $455 billion range.
These firms have a good track record and reported the spending
shortfalls in 1976 well before the end of the fiscal year. The
Conference Board's latest estimates for 1978 budget outlays are
also in the $450 to $455 billion range. 2/

1/ Congressional Budget Office, 1978 Congressional Budget
Scorekeeping Report No. 5, as of December 15, 1977, end
of session.

2/ The Conference Board, The Federal Budget: Its Impact on the
Economy, No. 3 Fiscal 19/8, November 19//.

17

T I Y 1



S| i1 il

TABLE 5. AGENCY ESTIMATES OF OUTLAYS AND ACTUAL RESULTS FOR FISCAL YEAR 1977:
IN BILLIONS OF DOLLARS

3rd Res. OMB Fed.
Agency Assumptions Estimates Actual
kY b/
Legislative Branch 1.1 1.0 1.0
The Judiciary 0.4 0.4 0.4
Executive 0ffice of the President 0.1 0.1 0.1
Funds Appropriated to the President 4.5 4.3 2.5
Agriculture 14.3 14.4 16.7
Commerce 3.3 3.2 2.6
Defense -~ Military 98.1 98.1 95.8
Defense - Civil 2.5 2.5 2.3
Health, Education, and Welfare 148.6 148.2 147.5
Housing and Urban Development 7.8 7.7 5.8
Interior 3.5 3.5 3.1
Justice 2.4 2.4 2.4
Labor 25.0 24.0 22.4
State 1.1 1.2 1.1
Transportation 12.9 12.8 12.5
Treasury . 50.2 50.4 49.6
Energy Research and Development Admin, 5.4 5.4 5.0
Environmental Protection Agency 5.0 5.3 4.4
General Services Administration , 0.2 0.2 [7
National Aeronautics and Space Admin. 3.7 3.7 3.9
Veterans Administration 18.2 18.4 18.0
Other Independent Agencies 21.6 21.2 20.0
Undistributed Offsetting Receipts
Employer's share, employee retirement -4.7 -4.6 -4.5%
Interest received by trust funds -8.6 -8.2 -8.1
0CS rents and royalties -2.3 -2,3 -2.4
Total 414.2 413.4 401.9

Note: Detail may not add because of rounding.
a/ Excludes $50 rebate proposal.
b/ Excludes 350 rebate proposal and earned credit.

¢/ Less than $50 million,
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TABLE 6. ANNUAL PERCENT GROWTH IN FEDERAL OUTLAYS, FISCAL
YEARS 1968 - 1977

Percent Increase in Outlays
Fiscal Year Over Previous Years

1968 13
1969 3
1970 )
1971 7
1972 9

1873 6.5
1974 9.1
1975 20.9
1976 12.4
1977 8.8

Ten-year average 9.8

a/ Comparable prior period is October 1, 1975 to September 30,
1976 because of the change in the f1sca1 year period bea1n-

ning with fiscal year 1977.

Actual spending during the first quarter of fiscal vear 1978
was $113.3 billion, or 14.4 percent above the rate for the com-
parable three-month period in fiscal year 1977. This relatively
high rate of spending occurs primarily because of an acceleration
of outlays by the Commodity Credit Corporation (CCC). The re-
mainder of outlays in the first quarter of 1978 were 12.2 percent
above the level in the first quarter of 1977. If this rate con-
tinues and the CCC outlays do not rise above the Administration's
estimates for the year, 1978 outlays would total $454 billion.
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Thus, assuming no new major policy initiatives that would
change the spending assumptions of the second resolution, it
seems highly unlikely that budget outlays could be as high as
the level specified in the resolution. Rather, total outlays
for fiscal year 1978 will probably be $3 to $8 billion lower
than the $458 billion resolutiobn level, and $7 to $12 billion
below the Administration's latest estimate.

20



CHAPTER II1I. PROSPECTS FOR BETTER ESTIMATES OF OUTLAYS

As discussed 1in Chapter I, errors in estimating total bud-
get outlays are not a new phenomenon. The general pattern has
been to overestimate total outlays by increasing amounts. In
absolute terms, the difference between estimated and actual
spending has grown from $1 billion in fiscal year 1969 to $15
billion in 1977. This estimating error has also increased in
percent terms--from 1 percent to nearly 4 percent.

Given the nature of budget outlays and the many factors
that influence them, there will always be estimating errors.
But the discipline of the new Congressional budget process re-
quires more accurate estimates. This chapter discusses the
general prospects for improving the accuracy of outlay estimates,
and specifically what steps CBO has taken to improve the accu-
racy of 1its budget projections and scorekeeping tabulations.

CBO ESTIMATES OF OUTLAYS

During its first year of operation, CBO relied primarily
on Office of Budget and Management {OMB) and agency estimates
of outlays and spending rates for its scorekeeping tabula-
tions. CBO made independent estimates only in limited instances
to reflect the different economic assumptions used for the bud-
get resolutions or different assumptions about other factors
that might affect outlays.

During the past year, however, CBO has been developing
procedures and methodologies to make independent estimates of
outlays on a much wider basis. This effort has proceeded on two
Jevels: first, a more accurate determination of total outlays
both in the current fiscal year and in the next fiscal year;
and second, a more precise estimation of outlays for individual
programs. Although CBO continues to review OMB and agency
spending estimates, CBO is now far less dependent on such in-
formation than a year ago, as a result of these efforts to
produce independent estimates. CBO's current approach places
the burden of proof on the agency or OMB if their estimates
differ substantially from estimates derived from other sources
of information.
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Total Quttays

The traditional method of making estimates of total budget
outlays has been to add up the estimates for the more than one
thousand individual spending accounts. During the past year,
CBO has developed a number of projections about the 1ikely
level of total federal outlays during the next 12 to 18 months
using more aggregative techniques. These independent pro-
jections can then be used to judge the reasonableness of the
results obtained by adding up the estimates for the individual
spending accounts.

One 1independent check of the reasonableness of estimates
of total outlays is a comparison of the projected rate of annual
increase with recent historical experience, such as provided in
Table 6. Based on this experience, a percent increase of total
outlays above 12 to 13 percent would not appear to be reasonable
unless there are special circumstances involved, such as a rapid
deterioration of the economy or the outbreak of a major war.

Another technique is to develop short-term projections
based on recent monthly experience. To make these types of pro-
jections, CBO has developed a separate automated outlay mon-
itoring data base that provides summary analysis of monthly
spending for 160 major program groupings, accounting for 100
percent of the budget.

A third approach is a statistical analysis of actual
spending patterns to develop short-run projections of federal
outlays. A preliminary analysis of the applicability of time-
series techniques for projecting federal outlays was completed
in August 1977 for CBO by two noted statisticians. This ana-
lysis covered ten years of monthly outlays divided into about
fifty program components as contained in Table V of the Month-
ly Treasury Statements. The analysis demonstrated that time-
series techniques work reasonably well for a large number of
programs. The analysis showed that quarterly forecasts of
total outlays without any program detail can be made using
time-series techniques to within + 1.6 percent 50 percent of
the time and to within + 3 percent 80 percent of the time.
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This preliminary analysis is now being extended to the 160
program components included in the CBO automated outlay monitor-
ing data base to produce a set of mathematical equations for
making short-run projections of these programs. For those pro-
grams that are not susceptible to time-series statistical fore-
casting techniques, CBO will develop other independent mod-
els that can take account of various economic and programmatic
factors affecting outlays.

The goal of this statistical analysis is to develop an
independent approach using 160 program categories to forecast
total federal outlays for periods of up to one year that will be
accurate within 1.0 percent or better. This level of accuracy
will not be possible for all individual spending programs.
Taking advantage of the law of large numbers in which individual
errors are offsetting, however, more accurate estimates of total
outlays shoutd be possible.

Finally, CBO is now in frequent contact with four New
York banking and investment firms that make independent esti-
mates of federal spending. These firms monitor federal spending
on a daily, monthly, and annual basis to guide their purchases
and sales of government securities. In recent years, the fed-
eral spending estimates by these firms have been more accurate
than the OMB estimates.

Individual Programs

The second major area of CBO effort is to improve the
accuracy of its estimates of outlays for individual spending pro-
grams. CBO has developed a number of independent models for
estimating outlays for programs that are sensitive to assump-
tions about the economy and program utilization areas. For
example, CBO has developed an econometric model for estimating
interest on the public debt. Given accurate economic assump-
tions, this model should minimize the estimating errors in that
account, which by itself accounts for more than 10 percent of
the federal budget. CBO has improved models and techniques
for social security benefits, unemployment insurance outlays,
and veterans' readjustment benefits that together equal almost
30 percent of the budget. As time permits, a full description
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of these models will be published in a series of technical
analysis papers. Two such papers have already been pubished. 1/

CBO staff has also undertaken several special analyses
of spending patterns for other individual proorams in which mis-
estimates have occurred. For example, special analysis of
defense spending during the past ten years was done using new
time-series techniques. This study took explicit account of
instances in which the full amount of annual appropriations was
obligated and therefore lapsed. CBO examined the operations
of the public enterprise funds of the Farmers Home Administra-
tion that have exhibited laroe unforeseen changes in outlays
in recent years. CBO has under way a study of the Foreign
Mititary Sales Trust Fund, which also has very volatile spending
patterns.

On the basis of these and other special analyses, revised
rates of expenditures from new budget authority have been adopt-
ed where appropriate for CBO scorekeeping tabulations and five-
year budget projections. These new rates in some instances
differentiate between average and marginal rates; that is, major
increases in new budget authority are assumed to spendout at a
lower rate than from current levels.

In addition to developing more accurate estimates for
total outlays and those for individual proorams, CBO has in-
creased its efforts to monitor actual outlays as reported in
the Monthly Treasury Statements and to compare actual spending
rates with those assumed for the CBO outlay estimates for indi-
vidual programs. The development of the automated outlay wmon-
itoring data base noted above also assists in this effort. As
a result, the CBO scorekeeping estimates can be adjusted to
reflect actual spending patterns as they emerge from the monthly
data.

Results to Date

The results of these various efforts were incorporated in
the CBO estimates of fiscal year 1977 outlays for its score-
keeping tabulations, particularly during the second half of the

1/ Congressional Budget Office, Estimating Outlays for Unem-
ployment Compensation Programs, October 19/6: and Esti-
mating Qutlays for the Interest on the Public Debt, Octo-
ber 1977.
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fiscal year. As noted in Chapter II, the CBO estimate of out-
lays for 1977, made two months before the end of the fiscal
year, was $402.6 billion, only $0.7 billion above the actual
level {within two-tenths of 1 percent). This represents a
considerable improvement in accuracy from the year before when
the last CBO estimate for fiscal year 1976 was off by $7.7
billion, or 2.1 percent. (Appendix B provides further details
on the CBO scorekeeping tabulations for fiscal year 1977).
In comparison, the Administration's final estimate for 1977,
released in testimony by OMB before the House Ways and Means
Committee on August 1, 1977, was $404.4 billion. OMB's July
1 mid-session review estimate was $406.4 billion.

The bulk of CBO estimates of outlays for fiscal year 1978
also have been made using independent techniques rather than re-
lying primarily on agency plans and estimates. In its revised
estimates of outlays for fiscal year 1978, released in November
1977, OMB included $11.1 billion of outlay reductions, mostly
for programs that had shortfalls in 1977 spending. To a large
extent, these downward reestimates had been anticipated by CBO
in the outlay estimates for 1978 it provided the Budget Com-
mittees in July and August for the second budget resolution.

Similarly, improvements have been incorporated in CBO's
current policy projections for fiscal year 1979. 2/ For ex-
ample, the December projection of current policy outlays for 1979
is 8 percent above the 1978 second concurrent resolution. This
compares to 10 percent outlay growth over the 1977 base for
last year's current policy projections for 1978.

This Yower rate of increase reflects a concerted CBO effort
to reduce 1979 outlay projections consistent with recent short-
fall experience. These projections--as revised to take into
account information received from OMB in the 1979 President's
budget. Treasury spending data for November and December 1977,
and the budget committee staff economic assumptions--should
provide a reasonable base for developing a realistic first con-
current resolution for 1979.

2/ See Congressional Budget Office, Five-Year Budget Pro-
jections: Fiscal Years 1979-1983, December 1977.
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ADMINISTRATION ESTIMATES OF QUTLAYS

The 0Office of Management and Budget also has made efforts
to improve the accuracy of the Administration's estimates of
outlays. OMB recently conducted a review of the current "state-
of-the-art" of federal outlay estimating by selected (mostly
the larger) agencies. The results of this review are contaired
in a technical staff paper released on December 15, 1977. 3/
The paper discusses estimating problems common to different
categories of federal programs and indicates that the Adminis-
tration is takinag several steps to improve its estimates., These
include the following:

0 More effort 1is beina made by agencies to use computer
models and other sophisticated techniques to improve
their estimates of outlays.

0 Agencies are being asked to incorporate realistic judg-
ments by program managers about the timing of program
implementation, particularly for new programs and major
program expansions.

o OMB is encouraging agencies to recognize the difference
between setting desirable policy gcals and developing
outlay estimates that reflect, conservatively or even
pessimistically, the capabilities to accomplish program
implementation during the outlay period. The pressure
of the Administration's policy ¢oals has sometimes
interferred with making accurate estimates, particularly
for new programs and major program expansions.

0 OMB is giving increased emphasis to reguiar track-
ina of actual outlays and comparisons with previous
projections, similar to the CBO monitoring effort.
Where appropriate, OMB will substitute its own inde-
pendent judgments on outlays for the agency estimates.

3/ Office of Management and Budget, Overview of the Current
"State-of-the-Art" of Federal Qutlay Estimatina, Technical
Staftt Paper, December 15, 197/,
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In addition, the considerable attention that has been
given to the shortfall problem by the Budget Committees and
the press and the consequent increased awareness of the problem
in the agencies may serve as a catalyst for improvement.

CONCLUSION

It is clear from the nature of the shortfall problem that
there are no simple solutions. Nevertheless, it should be
possible to develop more accurate estimates of total outlays
earlier in the budget cycle. CBO has already demonstrated
considerable improvements in its estimates of outlays during
the past year. The goal of having estimates of total outlays
that are accurate within 1.0 percent six months before the
start of the fiscal year (leaving aside major new policy deci-
sions) appears to be reasonable. However, this degree of pre-
cision will not be possible for all individual programs. More
accurate estimates of total outlays will have to rely to a
great extent on the Taw of large numbers in which estimating
errors for individual programs offset each other.

While the accuracy of outlay estimates for individual pro-
grams undoubtedly can be improved, many program estimates con-
tain inherent uncertainties that make precise estimation very
difficult. First of all, the economic assumptions upon which
the outlay projections are based are subject to errors.

Second, many individual programs that previously have exhib-
ited great volatility in spending patterns are difficult, if not
impossible, to project accurately and regularly produce large
variations between early estimates and actual spending. For
example, early CBO 1977 estimates of farm price support pro-
grams were underestimated relative to actual spending by almost
$3 billion. This underestimate resulted from the impossibility
of accurately forecasting, 18-24 months in advance, U.S. and
foreign weather conditions and the corresponding effects on
agricultural production and prices. Also, the complexities of
the foreign military sales program and outer-continental shelf
receipts have made early projections subject to misestimates of
more than $1 billion in each account.
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Third, outlays for programs such as medicaid, the Compre-
hensive Education and Training Act, Aid to Families with Depen-
dent Children, and the the highway trust funds are heavily
influenced by state and local administrative actions. Even with
improved models, the number of state and 1ocal governmental
entities involved makes it very difficult to project all major
changes in state and local policies affecting such programs.

Finally, the ultimate level of financial transactions
solely within the discretion of federal agencies often is sim-
ply unforeseeable at an early stage. For example, unpredict-
able administrative actions than can cause large fluctuations
in outlay estimates are possible in mortgage credit and thrift
insurance programs of the Farmers Home Administration, the
Government National Mortgage Association, and the Federal Home
Loan Bank Board.

While fluctuations in some of these highly variable indi-
vidual programs will always be difficult to predict, it is
expected that the procedures CBO has already developed and has
underway will result in significantly improved estimates of
total outlays, bringing the accuracy to within 1 percent. This
level of precision, however, will probably not be possible for
individual functions, subfunctions or accounts.
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APPENDIX A. DIFFERENCES BETWEEN ACTUAL OUTLAYS AND ADMINISTRA-
TION ESTIMATES FOR MAJOR PROGRAMS

The following two tables present further details on the
differences between actual outlays and Administration estimates
for fiscal years 1973 to 1977. Table A-1 shows the dollar
differences between actual outlays and the Administration's
initial and revised estimates for 45 agency and major program
categories, Table A-2 presents the same information calculated
in terms of percentages (the dollar difference between actual
estimated outlays as a percentage of actual outlays).

The Administration's initial estimates are those contained
in the President's original budget request submitted 6 to 9
months before the start of the fiscal year. The revised esti-
mates are those contained in the President's budget for the
following year. The Office of Management and Budget also makes
estimates of federal spending at various times throughout the
year, but the annual budget estimates are prepared with more
care and detail.
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TABLE A-1. DIFFERENCES BETWEEN ACTUAL OUTLAYS AND ADMINISTRATION ESTIMATES FOR
AGENCIES AND MAJOR PROGRAMS: BY FISCAL YEARS, TN MILLIONS OF DOLLARS

1973 - 1974

Tnitial Revised Initial Revised
Agencies and Major Programs Estimate Estimate Estimate Estimate
- Legislative Branch 35 13 18 -33
The Judiciary L] -9 1 -8
Executive Office of the President (FAP) 2 =47 -23 . =46
Funds Appropriated to the President .
Foreign Military Sales Trust Fund ~184 . =176 -501 -33]
Security Supporting Assistance -151 a2 -326 265
A1l Other, FAP -63 =45 220 -1,208
Subtotal, FAP -398 =139 ~607 -1,
Agriculture
Farmers Home Administration -442 284 1,372 1,145
CCC Farm Price Supports =748 151 -1,706 a5
Food Stamp Program 192 304 649 ~151
A1l Other, Agriculture ' 2,021 -835 -110 - -633
; Subtotal, Agriculture -977 -96 2 456
Commerce =57 50 i} =64
Defense - Military -2,603 -903 -575 -775
Defense - Civil =119 -50 59 61
" Health, Education and Welfare
Social Sec. Admin. Trust Funds 2,618 -380 -110 -1,200
Public Assist. & Soc. Sec. Ins. 1,066 -z, 12 -1,495 =231
All Qther, HEW -597 -1,048 1,468 =1,652
Subtotal, HEW 3,087 -3,540 -87 -3,033
Housing and Urban Development
Federal Housing Admin. Fund : 729 73 -6 -223
GNMA Special Assist. Functions -446 393 14 19¢
Al7 Other, HUD ~905 -238 4 -164
Subtctal, HUD , -622 228 8 -197
{Continued)
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TABLE A-1. {Continued)

1975 1976 1977
Initia? Revised Initia]  Revised  Initial rRevised
Estimate Estimate Estimate Estimate Estimate Estimate

-8 -18 -167 127 17 -40
-26 -24 -17 -17 1 -6
-28 -16 3 -10 0 12

-728 599 -800 0 -959 -694
278 77 1,202 638 -376 =511
24 -97 -3.577  -2,285 126 631
-aEE =579 '33085 "I’E” ‘-I,EEI - ‘lsgﬁ
-504 +390 58 124 1,468 1,201
-357 -368 33 -427 2,980 1,980
615 927 1,771 6 691 -75
1,184 _83 962 872 846 -878
5B 556 3,134 T.A17 5,985 5,357
-129 -BT 231 K1 T 53
420 1,527 22,739 -1,727  -3,810  -2,299
402 123 g ~27 105 189
161 1,046 5,582 481 2,950 176
1,080 876 2,78 M 10,248 35
Ak 557 2045 554  -5.809 -986
T,457 7,479 10,408 7076  7.3%9 775
19 296 461 30 338 -536
2,182 1,919 273 1 -1,215 -669
1363 . .24 -710 -301 2863 -1,741
1,038 ;071 78 eI v R v 1

(Continued)
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TABLE A-1. (Continued)

1973 - - 1974
Toitial Revised Initial Revised
Agencies and Major Programs Estimate Estimate Estimate Estimate
Interior ' -239 -228 -326 -447
Justice 55 35 60 ~141
Labor .
© Unemployment Insurance -334 -843 598 499
A1) Other, Labor -616 -81 253 -123
Subtotal, Labor =950 -374 851 376
State. 15 -30 81 -8
Transportation .
Federal Highway Admin.- Trust Fund -207 =17 -95 -76
A11 Other, Transportation 235 158 _80 =264
Subtotal, Transportation 28 LAl =35 =330
Treasury _ .
Interest on the Public Debt . 1,467 =33 3,219 219
A1l Other, Treasury 1,756 =257 197 =75
Subtotal, Treasury 3273 =290 3,416 T8
Atowic Energy Commission/ERDA =29 199 -6b i
Environmental Protection Agency ~-427 -34 -87 ~529
General Services Administration 358 428 =775 30
National Aeronautics and Space Admin., 120 250 117 75
Veterans Administration 253 210 1,634 86
Qther Independent Agencies
Civil Seryice Commission 433 181 1,102 -253
Export-Import Bank a/ {-505} (-1,069) { -261) { 132)
Federal Deposit Insurance Corp. =105 -19 302 324
Federal Home Loan Bank Board -3 -70 -49 -45
Postal Service 1 -300 325 -6
Railroad Retirement Board 351 -6 57 =10
{Continued)
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TABLE A-1. {(Continued)

1875 1976 1977
Initial Revised Tnitial Revised Thitiai Reyised
Estimate Estimate Estimate Estimate Fstimate Estimate

=204 -97 -210 -289 491 -463
-39 6 21 -39 100 -78
6,004  -1,538 1,290 74 1,586 -584
1,512 221 1,820 -697 1,880 -1,046
7.606  1.317 3,110 623 294 1,630
3% a2 e % 98 -8
-37 165 1,446 -159 -821 181
225 -60 499 -158 473 -34]
188 o8 1,945 317 ~353 -260
2,165 -235 1,063 -637  -3,100 -400
1,370 1,747 -181 2336 1,292 -3,604
1,512 882 373 -1,808 ~4,004
2?§ ?5 ..53 -§|§ =291 -355
-1,460 -407 38 =75 -135 -944
259 384 384 - -278 574 -145
-5 60 172 153 263 2N
2,98 1,130 2,839 -601 840 -351
22 -200 258 -166 -496 a
{ 254) {(-105) (-901) {(-501}) -966 -559
156 122 221 130 -85 9
1,258 1,230 239 .73 -1,514 -93
324 46 230 110 808 -5
79 52 154 -36 147 77

(Continued)
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TABLE A-1. ({(Continued)}

1973 - 1974
Initial Revised Initial Revised
Agencies and Major Programs Estimate Estimate Estimate Estimate
Other Independent Agencies
Sme1l Business Administration 984 4 - 448 3
Tennessee Valley Authorit -149 -98 21 -19
A1T1 Other, Net : -72 N 1,993 1,582
Subtotal, Others 2,877 =277 3,004° 399
Allowances 1,275 ~500 <T,750 -300
Undistributed Offsetting Receipts
gmplayer Share, Employee Retirement -3, 53 =162 224
interest Received by Trust Funds 261 -35 -609 =163
OCS Rents and Royalties _ -2,876 219 -4,648 -748
Total Budget Cutlays 269 -3,270 =273 -6,268

a/  Export-lmport Bank was an 6ff—budget entity unti) fiscal year 1977.

{Continued)
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TABLE A-1. {Continued)

- 1975 1976 1977
Iniiial Revised Initial Revised Initial Revised
Estimate Estimate Estimate Estimate Estimate Estimate

147 220 97 -85 296 199
309 -33 249 =132 51 -103
-80 144 491 489 -728
2,763 1,356 -1, - -1,276 -1,203
-1,561 =700 -8,050 =200 -2,260
-403 50 -354 ~49 -80 43
-827 102 505 215 242 45
2,572 2,572 -5,338 =338 3,626 -74
20,156 11,155 16,238 -7,925 7,659 ~14,686
37
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TABLE A-2. PERCENT DIFFERENCES BETWEEN ACTUAL OUTLAYS AND ADMINISTRATION ESTIMATES
FOR AGENCIES AND MAJOR PROGRAMS: BY FISCAL YEARS

1973 : 1974
. Initial Revised  Initial Revised
Agencies and Major Programs Estimate Estimate [Estimate Estimate
LegisTative Branch 6.5 2.4 2.9 -5.3
The Judiciary 22.4 -4.9 0.5 -3.9
Executive Office of the President (FAP) 4.1 -95.9 -34.8 -69.7
Funds Appropriated to the President
Foreign Military Sales Trust Fund ~56.1 -62.7 =101,8 -67.3
Security Supporting Assistance -23.4 12.7 -85.3 69.4
. A1 Other, FAP -1.8 -1.3 6.4 -35.1
Subtotal, FAP =10, 3.7 =187 -38.3
Agriculture
Farmers Home Administration -300.6 193.2 81.4 68.0
CCC Farm Price Supports -21.0 4.3 -169.9 9.5
Food Stamp Program 7.7 12.2 22.8 =5.3
All Other, Agriculture : 49.0 -20,2 ~2.6 -15.0
Subtotal, Agriculture -3.7 -1.0 2.1 1.7
Commerce -4.2 3.7 T.6 v )
Defense - Military -3.6 -1.2 -0.7 ~1.0
Defense - Civil 7.0 2.9 3.5 3.6
Health, Education and Welfare
Social Sec. Admin. Trust Fund 4.5 -0.7 ~0,2 -1.8
Public Asst. & Soc. Sec. Ins. 8.8 -17.3 -10.0 -1.5
Al Other, HEM -6.3 -9.3 12.7 -14.3
Subtotal, HEW 3.8 -4.3 -3.1 _=3.2
Housing and Urban Development
federal Housing Admin, Fund 87.6 8.8 -69.5 -25.8
GNMA Special Assist. Functions -221.9 195.5 33.3 45.2
A11 Other, HUD -30.6 -8.0 _0.1 -4,2
Subtotal, HUD -17.3 6.3 0.4 =17
(Continued)

38



-1.5

Revised
Estimate
~4.1

-16.4

<173.5

1977

-58.5

Initial
Estimate

Revised
Estimate
-45.9

1874

Initial
Estimate
-87.5

-8.56 -
-17.2

{Continued)
2.5

Revised
Estimate

1975

=1.1

Estimate

-30.1

TABLE A-2.
- Initial

20449_343 21]*5
. R R A .
w0 = OO [ O 02 20 g o
P — t V1T
— ) h

k- w0 @ oo
e e S
e = =t Od = LD
r— 1

152.6
78.2
12.8
12.9
35.8

........

o — e O e £ M 5268ﬂ
Ly g = OO m

o 0w Tl — 1|.33.I_
= R Rl il it A Wty o
o =0 — | —
o o Winlon o © 3?9_2_
- 1 - - - - L . *
Ly O ~lor|— w0 — o hen
...._u.b?_. )

1

51..4351-50 Z?Sﬁ_
&&3]_5.3 o DWW e—

-109.0
~-65.0
-32.%
-32.1

-16,3
~23.0
K1Y I

-68.7
=-118.1

{Continued)

1.8
35

0.3




TABLE A-2. {Continued}

1973 : 1974
Initial Revised Initial Revised
Agencies and Major Programs Estimate FEstimate Estimate Estimate
Interior -14.0 -13.2 -18.3 ~25.1
Justice 3.6 2.3 3.3 7.8
Labor
Unemployment Insurance -10.6 -11.6° 0.9 8.2
M1 Other, Labor -18.8 -2.5 _8.7 -4.2
Subtotal, Labor a1g a0.7 9.5 X w]
State 2.5 -5.1 11.0 -1
Transportation
Federal Highway Admin. Trust Fund -4.3 -0.4 =21 T
A11 Other, Transportation 6.9 4.6 1.7 ~7.4
Subtotal, Transportation 3.4 1.7 8.4 4.2
*Treasury
Interest on the Public Debt 6.1 -0.1 11.0 0.7
A1l Other, Treasury 25.9 -3.8 3.0 =11
Subtotal, Treasury 10.4 -0,9 9.5 0.4
Atomic Energy Commission/ERDA -1.2 8.3 -2.9 -9
Environmental Protection Agency -38.3 -3.1 ~4.8 -26.1
General Services Administration 76.5 21.5 -280.8 10.9
Kational Aeronautics and Space Admin. 3.6 7.6 3.6 2.3
Veterans Administration 2.1 1.8 12.3 72.0
Other Independent Agencies
Civil Service Commission 10.5 3.9 19.4 -4.4
Export-Import Bank a/ £92.2) £195.1) (20.7) (10.7)
Federal Deposit Insurance Covp. -19.5 -3.5 129.1 138.5
Federal Home Loan Bank Board ~13.7 -28.1 «13.2 -12.2
Postal Service . 0.1 -21.3 19.1 -8.4
Railroad Retirement Board 24.9 -B.4 3.4 -0.6
(Continued)
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TABLE A-2. {(Continued)

1973 1974
nitia Revised Initial  Revised
Esl%ma e Estimate Eg%iﬂgte Estimate

Agencies and Major Programs

Other Independent Agencies

small Business Administration 74.5 0.3 59.5 0.4
Tennessee Valley Authority -38.1 -26.7 5.2 -4.7
A1l Other, Net - _ ~3,4 1.4 - 46,1 36.6
Subtotal, Others 26.1 -2.8 21.9 2.9
Undistributed Offsetting Receipts

Employer Share, Employee Retirement o=1.2 1.8 -4.9 © 6.7
Interest Received by Trust Funds 4.8 -.6 -9.3 -2.5
0CS Rents and Royalties -72.7 5.5 -68.9 -11.1
Total Budget Outlays _ 0.1 -1.3 -0.1 -2.3

a/  Export-Import Bank was an off-budget entity until fiscal year 1977.

{Continued}
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TABLE A-2. {Continued)

1975 1976 1977
¢ Initial Revised  Initjal Revised  TInitial Revised
Estimate FEstimate Estimate Estimate Estimate Fstimate

23.8 35.6 22.2 -14.9 42.3 28.4
40.3 -4.3 25.4 -13.5 4.6 9.4
=2 -12.5 10,] -14.9

6.0 78 4 0.7 -6.4 6.8
-10.1 2.3 -8.4 1.2 -1.8 1.0
-6.9 1.3 6.5 2.8 3.0 5.5
105.9 105.8  -200.5 -12.7 152.7 -3.1
6.2 3.5 4.4 2.2 1.9 -3,7

43

b R 11 IR



AL



APPENDIX B. CBO SCOREKEEPING TABULATIONS FOR 1977

Between January and August 1977, CBO made a number of score-
keeping reestimates of 1977 outlays based on revised agency
spending plans and actual monthly outlay trends reported by
the Treasury Department. During this period, CBO adjusted
downward its scorekeeping estimates of outlays by a total of
$13.2 billion. Table B-1 provides a summary of the CBO outlay
reestimates that were made in its scorekeeping tabulations by
function and major programs. The largest downward adjustments
were made in national defense programs (-$4.1 billion); natural
resources, environment, and energy {-%$2.5 billion); commerce
and transportation (-$2.3 billion); interest (-$1.6 billion);
and veterans' benefits and services (-$1.5 billion).

The bulk of the downward adjustments--$10.1 Dbillfon was
made in the May and August CBO scorekeeping reports, as actual
spending patterns became evident in the monthly Treasury data.
Table B-2 summarizes the changes in the CBO scorekeeping tab-
ulations used by the Budget Committees to advise the Parlia-
mentarians on the current level of budget outlays. The down-
ward reestimates of outlays more than offset the added spend-
ing approved by the Congress in the economic stimulus and gen-
eral supplemental appropriation bills.

As shown in Table B-2, the February, March, and May CBO
estimates of outlays were all within $5 to 6 billion of the
.actual level reported for fiscal year in and the August estimate
was only $0.7 billion higher. This is in marked contrast to
to the CBO scorekeeping estimates of outlays for fiscal year
1976, which were considerably higher throughout the year than
the actual level. For example, the final CBO outlay estimate
for 1976 was $7.7 billion higher than the actual result.
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TASLE B-T. CBO REESTIMATES OF OUTLAYS FOR FISCAL Y

IN MILLIONS OF DOLLARS

EAR 1977 BY FUNCTION AND MAJOR PROGRAM:

B0 Scorekeeping Reports

Function and CBO No. 4 CBONo. 5 CBO No. 6 €BO No. 7 CBO No. 8 Total

Hajor Program Jan. 10 Feb, 10 Mar. 18 May 20 Aug. 5 Reestimates

050 - National Defense .

© DOD - Military 49 ~1,129 - -300 -1,.117 o, -2,497

FMS trust fund -265 - - -735 ~-400 -~1,400

All other -- -24 -- — ~168 ~-152
Subtotal =216 ~1,153 -- ~1,035 -1,685 -4,

150 - International Affairs .
Export-Impart Bank - -240 - -258 =141 -639
Security supporting assist. - - -- Ce- ~374 -374
A1l ather == 27 -- ~10 =237 =220

Subtotal -- -213 - -268 -752 e

250 - General Science,

Space and Technology - -99 -— 87 -4 “-16

300 - Natural Resources,

Environment & Energy :
EPA construction grants - 14 “- -- -665 ~651
ERDA - 16 -- -300 -395 -679
Corps of Engineers 15 - -- =102 =21 -298
Strategic petroleum res. -110 =312 -- =70 -82 -574
A1l other 206 310 - =409 -405 -298
Subtotal -- =881 -1,/58 " -2,500

350 - Agriculture :

CCC price supports 336 329 - 1,263 183 2,1
A1l other 102 23 o -- 225 350
Subtotal s Kivd - 1,263 308 236

~ {Continued)
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TABLE B-1. {Continued)

CBO Scorekeeping Reports

Function and CBO No, 4 CBO No. 5 CBO No. 6 CBO No. 7  CBO N
Major Program Jan. 10 Feb. 10 Mar. 18 May 20. Aug.ng. ’ ;gzglimates
400 - Commerce and
Transportation:
GHMA -736 190 -- =502 -- -1,048
FHLBB - =971 -379 - - -1,290
FHA fund - =25 -- - ~130 -155
Rural housing ins. fund -- - - -- 565 565
Federal-aid highways 272 -103 .- -- -- -375
A1l other : 217 118 -= -97 -244 -6
Subtotal -791 =731 -379 —559 191 -2,309
850 - Community and
Regional Development:
Cb block grants - - -137 -94 -238 -459
Urban renewal - =163 -— - -75 -238
Local pubiic works - e - -80 =43 =121
Countercyclical revenue )
sharing - - - - . =150 -150
- A1 other -15 150 — -67 -297 -229
Subtotal -5 13 =137 =241 =807 -1,207
508 - Education, Training,
Employment & Soc. Ser.: .
HEW education programs — 461 - -550 =163 -252
Temporary employ, assist. -220 -9 - =304 - =533
Employ. & training assist. -- 48 - =27 -67 -290
Social services - -4 - -161 ~-157 -322
A1l other -94 142 - 106 -109 45
Subtotal ' =314 638 - 1,180 -396 1,352

----------------------------------------------------

{Continued)
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TABLE B-1. {Continued)

CBO Scorekeeping Reports

Function and CBO No. 4 CBO No. 5 CBONo. & CBO No. 7 (B0 No. 8 Total
Major Program dan. 10 Feb. 10 Mar, 18 May 20 Aug, 5 Reestimates
550 - Health
Medicare 83 -6 -- =183 - -106
Medicaid 179 -109 - =329 -- -259
All other o 228 - -- 139 367
Subtotal 262 173 - ~512 138 ?
600 - Income Security .
0ASDI -844 330 - 1,272 -243 515
Unemployment comp. 2,063 378 - -2,552 =377 -538
SSI -162 =241 - - -10 -473
AFDC -~ -92 - =255 235 =112
€S retirement fund -193 -- - 9 -- - -184
A1l other -6 -202 25 76 69 -38
Subtotal 858 123 25 -1,450 =306 R i)

700 - VYeterans' Benefits
and Services

Readjustment benefits =717 -456 - - -303 -1.476
Comp. & pensions - -94 . — - -94
A1l other - -28 - 62 54 88

Subtotal - =717 -578 - 62 -249 -1,482

750 - Law Enforcement
and Justice - 77 _— e -47 30

800 - General Government

GSA fed. bldg. fund e - - -29 -212 -24
A1} other =61 =12 - - 22 -5)
Subtotal =61 az — =29 =190 - =™7

------------------------------

(Cont1nued)
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TABLE B-1. (Continued)

(B0 Scorekeeping Reports
Function and TB0O Wo. # (B0 No. 5 CBO Ne. 6 GCBO Mo. 7 CBO No, 8 Total

Major Program Jan. 10 Feb. 10 Mar. 18 May 30 Aug. 5 Reestimates

850 - Revenue Sharing &
General Purpose

Fiscal Assistance -15 60 - - 37 8z
%00 - Interest
Interest on public debt -1,900 -100 - 700 - -1,300
A1l other -116 -185 D= == =29 =330
Subtotal -2,016 285 == 700 =23 1,630
920 - Allowances - -145 -- - e ~145
950 -~ Undistributed
Offsetting Receipts
0CS rents and royalties 400 - 1,000 - T =600 800
Interest rec'd. by trust -
funds 500 - - - 400 900
Employer share,
employee retirement - -7 - - 93 -124
Subtotal 90a =217 1,000 -- =107 1,576

Total -1,575 ~2,055 509 -4,342 -5,729 -13,192
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TABLE B-2. SUMMARY OF CHANGES TO CURRENT LEVEL OF OUTLAYS FOR FISCAL YEAR
1977 IN THE CBO PARLIAMENTARIAN STATUS REPORTS: IN BILLIONS

OF DOLLARS
gggp?ﬁgre- Report Current Level Egﬁgaﬁs:¥gﬂaﬁreViouﬁuggg%rt
No. Date of Qutlays Actien Reestimates
4 Januavy 10, 1977 409.1 -— -1.6
5 February 10, 1977 407.1 a/ -2.1
6 March 18, 1977 407.8 0.2 0.5
7 March 20, 1977 | 408.2 4.8 -4.3
8 August 5, 1977 402.6 0.2 -=5.8
Total Changes - 5.1 -13.2
Actual OQutlays 409.1

Note: Detail may not add because of rounding.
a/ Less than $50 million.
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