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$775 BILLION DEBT LIMIT

THURSDAY SPTEKBER 22, 1977

U.S. SENATE,
SUBCOMMITTEE ON TAXATION AND

DEBT MANAGEMENT GENERALLY,
OF THE COMMITTEE ON FINANCE,

Wauhington, D.C.
The subcommittee met, pursuant to notice, at 10:05 a.m. in room

2221, Dirksen Senatp Office Building, Hon. Harry F. Byrd, Jr. (chair-
man of the subcommittee) residing. .

Present: Senators Long, Talmadge, Byrd, Jr., of Virgnia, Gravel,
and Roth, Jr.

Senator Byrd. The committee will come to order.
[The committee press release announcing this hearing follows:]

(Press release, Sept. 9, 1977, Committee on Finance, U.S. Senate]
FINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETS

HEARINGS ON PUBLIC DEBT

Senator Harry F. Byrd, Jr., Chairman of the Subcommittee on Taxation and
Debt Management of the Senate Committee on Finance announced today that
the committee has scheduled hearings on extension of the temporary limit on the
public debt. Hon. W. Michael Blumenthal, Secretary of the Treasury and James
.McIntyre, Deputy Director of the Office of Management and'Budget, will

testify on the public debt at 10 a.m., Thursday, September 22, in room 2221,
Dirksen Senate Office Building.

Senator Byrd noted that the permanent debt limitation under present law is set
at $400 billion, with a temporary additional limit of $300 billion. This temporary
debt limit of $700 billion is due to expire September 30, 1977.

The Carter administration has recommended that the temporary debt ceiling
be increased from the present $700 billion to $783 billion; H.R. 8b55 would in.
crease the temporary limit to $775 billion.

Senator BYRD. These hearings today consider one of the most
important issues confronting our Nation. This is the question of the
increasing -size of our Federal debt and the growth of our annual
Federal deficits.

I make this statement mindful that the State is now considering
major national energy legislation which will shape the course of our
energy policy for some years to come

Let me demonstrate my concern about our Federal deficit with
some figures. As of September 14, the debt subject to statutory limit
was $686 billion. This is an increase in the debt subject to statutory
limit of $54.1 billion over just a 1-year period.

In addition to the statutory debt, another $10.7 billion in off.
budget agency debt was outstanding as of the end of this July. Ameri-
can taxpayers and consumers must pay for this debt in several ways.
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rirst, there is an enormous interest cost for the debt. For fiscal year
1977, the current year, this interest cost is estimated to be $42 billion.
For the fiscal year 1978, the cost is estimated to rise to $46.6 billion.

Each American will be paying $210 on the average just to pay the
interest on our national debt. Ameri9an consumers pay for the debt interms of the inflation ireat d by oni e increasingg Federal deficit.

President Carter has stated his desire to achieve a balanced budget
by 1981. I wholeheartedly suPtibft him in this effort, but question the
policies which he and the Congressare now following.

Thursday 1 week ago, the Senate agreed to the conference report on
the Second Concurrent Budget Resolution. The Federal debt under
the unified budget for fiscal year 1978 in this resolution was estimated
to be $61.3 billion.

This is an increase of $8.7 billion over the estimated deficit for fiscal
1977.

The continuing increase in the size of our Federal deficits is a policy
which I feel must be reversed. During the brief span of 7 years since
the beginning of this decade, Federal spending has more than doubled,
from $197 billion in 1970 to $409 billion in the current year.

Now, I am hopeful that these hearings today will focus upon the
need for a change in our repeated Federal deficit. The administration
has requested an$83 billion increase in the combined, permanent and
temporary debt limit for September 30, 1978.

'The Ways and Means Committee of the House has provided an in-
crease of $75 billion and recommended that the public debt limit be
$775 billion through September 30, 1978.

It is significant, I think, that the House of Representatives defeated
the increase in the debt limit bill this past Monday. I have talked to
several members of the House Ways and Means Committee who feel
that the request for a year' extension was for much too long a time
period, and also they questioned the total figure. But, Mr. Secretary,
you will address yourself, I am sure, to these questions this morning,
and the committee welcomes you and W. Bowman Cutter, Executive
Associate Director of the Office of Management and Budget. You may
proceed as you wish.

STATEMENT OF HON. W. MICHAEL BLUMENTHAL, SECRETARY OF
THE TREASURY, ACCOMPANIED BY ROGER C. ALTMAN, ASSIST-
ANT SECRETARY OF THE TREASURY FOR CAPITAL MARKETS
AND DEBT MANAGEMENT

Secretary BLUMENTHAL. Thank you very much, Mr. Chairman.
I am pleased to have this opportunity to appear before this committee.
I must say I wish that the subject were a somewhat different one. I do
not take any personal pleasure or pride in having to appear here and
ask for another increase in the debt limit.

I do feel strongly that we would be better off if we could have a
balanced budget and could move quickly toward reduction of these

I.'
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large deficits; and certainly the administration' is dft~ted t6 *rd
that end but we do have a situation in termv of the budget for next
year and the Congresaonal Bitdget Resolutions that have already
been passed which require us to ask the approval of the Congres hiR
three grounds. .

First, to increase the temporary debt limit from the $700 billion at
which it is at the present time, which would expire at the end of this
month. Otherwise, it would revert to the permanent limit of$400-
billion.Second, to ask for an increase in the $17 billion limit on the amount
of bonds over 4% percent that could be issued by the Treasury.

Third to ask for authority for the Treasury, with the President's
approval, to change the interest rate on U.S. savings bonds, if that
should become necessary.

Turning first to the question of the debt limit, Mr. Chairman, our
estimated of the amounts of the debt subject to limit outstanding at
the end of each month through the fiscal year 1978 are shown m a
table which is attached to my testimony and which I believe is before
you.

That table indicates a peak debt subject to limit of $780 billion on
September 30, 1978 assuming a $12 billion cash balance on that date.

Senator BYRD. Mr. Secretary, would you identify that table? I do
not find it.

Secretary BLUMENTHAL. I am referring to the table, the first table
at the back of my prepared testimony, Mr. Chairman, which is
entitled, "Public Debt Subject to Limitation, Fiscal Year 1977." The
second table is really the one I was referring to, which gives the same
information for fiscal year 1978.

The usual $3 billion margin for contingencies would raise this
amount from $780 to $783 billion, thus requiring an increase of $83
billion from the present temporary, limit of $700 billion.

If the full amount of additional debt that we "estimate will be re-
quired is to be authorized. This $83 billion increase reflects our
current estimate of the fiscal 1978 unified budget deficit of $61.5
billion, a trust fund surplus of $13.1 billion, and a net financing re-
quirement for off-budget entities of $8.5 billion.

The tnst fund surplus must be reflected in the debt requirement
because the surplus is invested in Treasury securities which are also
subject to the debt limit.

The debt of off-budget entities which affect the debt limit consists
largely of obligations which are issued sold or guaranteed by Federal
agencies and financed through the Federal Financing Bank. Since the
Federal Financing Bank borrows from the Treasury, the Treasury is
required to increase its borrowing in the market by a corresponding
amount.

This of course, adds to the debt subject to limit. We have also a
table, Mr. Chairman, that indicates our estimate of operating cah
balances and shows that that will be $12 billion, we estimate, 'at the
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end of each month from September 30, 1977, through September 30,
1978.

On this basis, no net increase in the debt will be required to finance
the cash balance in the fiscal year 1978. We believe that our $12 bil-
lion constant balance assumption is reasonable in light of needs and
the actual balances maintained by the Treasury in recent years.

We have shown Mr. Chairman, what over the past decade the
Treasury's cash balances at the end of each fiscal year have, in fact,
been. The need, of course, to carry larger cash balances in recent yearly
is a function of the overall growth in Government receipts and ex-
penditures, also the fact that there is not a coincidence in receipts
and expenditures generally speaking, expenditures come heavily at
the beginning of the month and receipts towards the middle of the
month, and we have to take that into account in making our estimates.

Our $83 billion estimate of the required increase in the debt subject
to limit through September 30 1978 is $8 billion higher than the $75
billion increase recommended by the House Ways and Means Coin-
mittee in its report of August 4, 1977.

Also, a $75 billion increase was approved in the second concurrent
resolution on the Federal budget for fiscal year 1978, which was
adopted by the Congress on September 15, 1977.

As indicated in the table attached to my statement, the $775
billion limit recommended by the House committee and approved in
the concurrent resolution is expected to be reached by August 31,
1978. Thus, if our estimates prove to be correct, the Treasury may
have to maintain lower than desirftble cash balances in September
1978 to stay within the $775 billion limit or come back to the Congress
to request that a further increase in the debt limit be enacted perhaps
a few weeks earlier than the proposed September 30, 1978, expiration
date.

However, in view of the fact that congressional action on the debt
limit must be completed by the end of next wi.ek, I urge your commit-
tee to agree to the $775 billion limit recommended by the House
committee.

I would like to turn now to our request for an increase in the
Treasury's authority to issue long-term securities in the market with-
out regard to the 4% percent statutory ceiling on the rate of interest
which may be paid on such issues.

We are requesting that the Treasury's authority to issue bonds-
securities with maturities over 10 years--be increased by $10 billion
from the current ceiling of $17 billion go $27 billion.

As you know, the 4j percent ceiling predates World War II but
did not become a serious obstacle to Treasury issues of new bonds
until the mid-1960's. At that time, market rates of interest rose above
44 percent, and the Treasury was precluded from issuing new bonds.

The Congress first granted relief from the 44 percent ceiling in
1967 when it redefined, from 5 to 7 years, the maximum maturity of
Treasury notes. Since Treasury note issues are not subject to the
4Y percent ceiling on bonds, this permitted the Treasury to issue
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securities in the 5 to 7 year maturity area without regard to the
interest rate ceiling.

Then, in the Debt Limit Act of March 15, 1976, the maximum
maturity on Treasury notes was increased from 7 to 10 years.

Today, therefore, the 4% percent ceiling applies only to Treasury
issues with maturities in excess of 10 years, and certain amounts
have been exempted from this ceiling. In 1971, Congress authorized
the Treasury to issue up to $10 billion of bonds without regard to the
4, Percent ceiling.

'This limit was increased to the current level of $17 billion in the
debt limit act of June 30, 1976.

As a result of these actions by the Congress, the Treasury has been
able to achieve a better balance in the maturity structure of the debt
and has reestablished the market for long-term Treasury securities.

Today, however, Treasury has nearly exhausted the $17 billion
authority. The amount of unused authority to issue bonds is $1
billion. Since the last increase in this limit on June 30, 1976, the
Treasury has offered $6.2 billion of new bonds in the market. This
includes $2.5 billion issued in the current quarter.

While the timing and amounts of future bond issues will depend on
then current market conditions, a $10 billion increase in the bond
authority-which was recommended by the House committee-
would permit the Treasury to continue its recent pattern of bond
issues throughout fiscal year 1978. We believe that such flexibility is
essential to efficient management of the public debt.

In recent years, Treasury recommended on several occasions that
Congress repeal the 6 percent statutory ceiling on the rate of interest
that the Treasury may pay on U.S. Savings Bonds. The 6 percent
ceiling rate has been in effect since June 1, 1970.

Prior to 1970, the ceiling had been increased many times. As market
rates of interest rose, it became clear that an increase in the savings
bond interest rate was necessary in order to provide investors in
savings bonds with a fair rate of return.

While we do not feel that an increase in the interest rate on savings
bonds is necessary at this time, we are concerned that the present
requirement for legislation for each increase in the rate does not pro-
vi de sufficient flexibility to adjust the rate in response to changing
market conditions.

The delays encountered in the legislative process could result in
inequities to savings bond purchases and holders as market interest
rates rise on competing forms of savings.

Also, the Treasury has come to rely on the savings bond program
as an important and relativelY stable source of long-term funds, and
we are concerned that participants in the payroll savings plans and
other savings bond purchasers might drop out of the program if the
interest rate were not maintained at a level reasonably competitive
N'ith comparable forms of savings.

Any increase in the savings bond interest rate by the Treasury
would continue to be subject to the provision in existing law which

9"35--77--2



requires approval of the President, Also, the Treasury would, of course,
give very careful consideration to the effect of any increase in the
savings bond interest rate on the flow of savings to banks and thrift
iLtitutions.

The House Ways and Means Committee deferred to a later date
consideration of our August I request to that committee that the 6 per-
cent interest rate ceiling on savings bonds be repealed. In view of the
need for the Congress to complete action on the debt limit next week,
I am not requesting that the House bill be amended to repeal the
interest ceiling on savings bonds. However, I urge the Congress to
consider our request on savings bonds at an early date.

To sum up, Mr. Chairman, I recommend that the Senate agree to
the House bill, which would increase the debt limit to $775 billion
through September 30, 1978 and would increase to $27 billion the
authority to issue bonds without regard to the 4i percent ceiling.

I understand that the full House will take up the bill this week and
probably recommend a slightly lower debt limit than $775 billion.
In light of our timing problem, I urge you to support an increase in
the debt limit of this approximate magnitude.

I will be happy to try to answer any questions regarding these
requests.

&nator BYRD. Thank you, Mr. Secretary.
Your request today is not for the $783 billion figure that you origin-

ally requested; it is for this $775 billion figure?
Secretary BLUMENTHAL. That is correct.
Senator BYRD. If the House lowers that figure, and it probably will-

certainly 1 hope that it does-I would assume, then, that you would
approve whatever figure the House finally comes up with?

Secretary BLuNENTHAL. Of course, it is essential, Mr. Chairman, in
order for the Treasury to continue its operations that we have an
increase in the ceiling approved, and it becomes a function, then, of
how. quickly we have to come back on this.

There are developments, as there were this current fiscal year, fiscal
1977 in which it turns out that we have overestimated the amount of
the deficit.
* With a figure of $775 billion, if that were approved, or were it a

billion or two less, unless we are wrong about the cash balance that
we need, or about the deficit, we will be running out of room prior to
September 30, and we would have to come back some weeks earlier.

But above all, we need some increase in the ceiling, as close to the
$775 billion as possible, in order for us to continue to opeXate as to
the end of this month.

Senator BYRD. It seems to me that it was rather significant that the
House acted as it did this week. It is one of the few times, maybe the
only time, that the House has turned down a debt ceiling increase bill.
There nqay have been one other time; I am not sure.

At any rate, it is very unusual. I think that it indicates a deeper
concern on the part of the newer, younger Members of the House as
to theo. Gqvernpaent's financial situation.

Now, let me get clear a few figures, if I could. Of course, for the debt
limitation, the pertinent figure in that regard deals only with the
Federal fund deficit and not with the unified deficit.

The Federal fund deficit for fiscal year 1978, if I understand the
-figures accurately, will be $74.6 billion?
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Secretary BLUMENTHAL. That is correct.
Senator BYRD. For fiscal year 1977, the current year, it is estimated

that the Federal fund deficit will be $58 billion?
Secretary BLUMENTHAL. The figure I have is $56.8 billion, Mr.

Chairman.
Senator BYRD. What?
Secretary BLUMENTHAL. $56.8 billion.
Senator B'RD. $56.8 billion?
Secretary BLUMENTHAL. That is composed of a Unified budget

deficit of $45.7 and a portion of the budget deficit attributable to the
trust fund of $11.1 billion which, together, $45.7 plus $11.1 gives you
$56.8 billion.

Senator BYRD. Which is another way of saying it, then, that the
Federal fund deficit for fiscal 1978 will be $18 billion greater than the
Federal fund deficit for fiscal 1977. Then if we go into fiscal 1976, we
find that we had a Federal fund deficit of $08.9.

The point I am suggesting is that the Federal fund deficit for the
upcoming year will be the greatest Federal fund deficit in the history
of the United States.

Secretary BLUMENTHAL. That is correct.
I think Mr. Chairman, that it is worth recalling, though, when I

first appeared before your committee, or I believe it was the full
Finance Committee at the time of my hearing, and you questioned
me extensively about the thorny problem of the Federal debt, that
we were thinking in terms of a unified budget deficit at that time of
something like $67 or $68 billion.

Senator BYRD. What really changed that was when you concluded
not to give back to the people some $50 in rebates.

Secretary BLUMENTHAL. That took care of about $11.4 billion of
that, Mr. Chairman, and ,the rest, of course, was spending shortfalls,
so we can take full credit for the reduction from the figure we then
had in mind to the $45.7 billion that we are now estimating.

It does represent a responsible decision on the part of the President
to reduce spending as soon as he recognized that it was not needed for
the economy.

Senator BYRD. Mr. Secretary, what I am pointing out is that the
figures do not demonstrate this resolve. The figures show that the
Government will have the largest Federal fund deficit in the history
of our Nation, $74.6 billion, according to the Treasury Department
figures.

Secretary BLUMENTHAL. You are absolutely right, sir. That is true;
it is deplorable, and it exists. However, the point am trying to make,
because we. did not have as large a deficit this year as we originally
expected, and hopefully as of fiscal year 1979, it is certainly our
expectation that that budget deficit wifl begin to come down, andhopefully substantially.Senator BYRD. Now, recently released economic indicators have

suggested to some economists that we may be in a pause in business
recovery and growth. How do you interpret these figures?

Secretary BLUMENTHAL. I think, Mr. Chairman, that there is no
doubt that there has been a slowdown in the increase of economic
activity. When you look at the growth of the GNP in real terms and
you see the trend from the first quarter to the second quarter to the
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quarter that we are now in, we moved from, I think, 7.5 percent real
ONP growth in the first quarter to 6.1 or 6.2 percent-I may be off
one-tenth of 1 percent or so in these figures-and we will have a sig-
nificantly smaller figure for the third quarterL the calendar quarter
that we are in now, and I suspect some pickup in the fourth quarter.

So clearly there has been a slowdown. That slowdown has not been
totally unexpected. We clearly realized that we could not, and should
not, in order not to have a really overheated economy, try to sustain
the really rapid growth that we had early on.

Present indications, as far as we can judge them, Mr. Chairman, are
that we will have pretty good growth in the fourth quarter, and moving
to at least the first part of next year, that we can come close to the
5-percent real growth that we feel we need in order to gradually, as
quickly as we can but without overheating the economy, eat into the
unemployment figures and, at the same time, bring inflation under
increasingly better control.

There has been some slowdown. We are watching it carefully, but
we are not concerned that this is really a recession, and we think that
the progress of the economy will be satisfactory, as far as we can see.

Senator BYRD. Some are maintaining that al additional stimulus
should be applied to the economy in the form of greater Government
outlays. Do you agree that such a policy should be followed?

Secretary BLUMENTHAL. At the present time, I see no need for
that, Mr. Chairman.

Senator BYRD. Many are concerned that the administration may
panic at the sight of unfavorable indicators and turn to more stimula-
tive fiscal policies.

Do I gather from your response that there is no panic in the
administration?

Secretary BLUMENTHAL. There is certainly not, Mr. Chairman. I
think the record of the administration, and the President's views and
actions in these matters, and certainly I fully support him in that

.regard, I think show a cool head and a clear recognition of the im-
portance of moving cautiously, keeping the budget under control,
and working as importantly on inflation as we do on unemployment.

So I thin that we will-I am sure that we will approach these
matters cautiously and without a sense of panic.-

Senator BYRD. There was a significant statement, I thought, made
either this week or last week, I forget which, in a recent interview with
Mr. Charles Schultze, head of the Council of Economic Advisers,
who indicated that the Carter goal of a balanced budget by 1981 is to
be understood as but one of many objectives.

He seemed to indicate that it could be sacrificed if certain other
targetslare not met.

What is youriview in that regard?
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Secretary BLUMENTHAL. Mr. Chairman, I really think that seeking
to develop a national economic policy and to implement it as we go
along (oes-require the balancing of a variety of objectives. The
President is firmly committed to bringing down unemployment below
the still unacceptable present level of 7 percent, particularly if you
look at the very high rates of unemployment for certain groups in the
labor force like young people and minorities.

Second, he is equally committed to insuring that inflation does not
get out of hand again, and inded, that the still unacceptable basic
rate of about 6 percent is reduced. On both of those counts, a reasonable
amount of progress has been made but it is not, in my opinion,
satisfactory.

The President has also stated that while we move gradually toward
a full utilization of our resources, as we get the percentage of industrial
capacity that is utilized up above the present 82 percent gradually, as
we look at the tax situation and enact a tax reform program, hopefully
that includes an incentive to business and hopefully an important
incentive to business to be more efficient, that we do so in a context of
developing a balanced budget anti coming up, by fiscal 1981, with a
balanced budget.

He feels very strongly about that. Clearly, none of these objectives,
in my judgment, can be seen in isolation. We could not-I do not think
that we could, countenance a situation in which we bring unemploy-
ment down to 4 percent at all costs with a huge rate of inflation,
because it would just undo everything we are trying to (1o, an( clearly
we cannot go to a balanced budget, ;ome hell or high water, if we do
so at a price that again puts a lot of people out of work.

But i think that we have a program, and predictions indicate that
we can meet it, that we can gradually, in 1978, 1979, 1980, and 1981,
make progress in bringing the economy to a full level of utilization and
bring the budget deficit down to a balance.

Senator BYRD. One brief question and then I will yield to Senator
Long.

In your ju(lgment, will the budget be balanced in 1981?
Secretary BLUMENTHAL. To be perfectly honest, Mr. Chairman, T

find it so difficult to project forward those 3 or 4 years that I just do
not want to say with certainty as to what I think will happen.

As you see, even in a particular fiscal year in which we currently are
operating, the Government seems to have had some difficulty of
predicting exactly what its spending is going to be. We wind up some
$10 or $12 billion with less spending than we thought we would have.

We cannot even (1o it for the current year, and I am very hesitant to
talk about what is going to happen in 1981.

I think that given the strong commitment that we have, and I have
personally on this, that if we are right, and lucky enough so that we
move toward a strong economy in 1981, then that will be on the basis
of a generally balanced budget-give or take a few billion, but gen-
erally a balanced budget.
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I think there is a real chance we can do that. I cannot be too sure
about predicting how much is going to happen in the interim.

Senator BYRD. Thank you, Mr. Secretary.
Senator Long?
Senator LONG. Mr. Secretary, it just occurred to me that one way

that we could reduce this national debt, that we have not considered
lately, is to do it the way the French (lid it, They issued new francs.
They just moved a decimal point over, as I recall.

In looking at the way the value of. the-Money has depreciated since
I was a young man in uniform for my country, if we just restored the
value that the money had when I first became acquainted with it,
how much a dollar would really buy, we would just issue some new
dollars like they did over in France. I do not think we need to move a
decimal point; just say that one new dollar is worth four old dollars.
That would put it back the way it was when I was a young man.

Then we would have a national debt of $150 billion instead of $664
billion. The public might feel a lot better-about-that. It would also
reduce taxes, because that would put everyone into a lower tax bracket.

Of course, it would impose a burden on this committee to vote for
more taxes, but I have asked for these charts and I am going to ask
that they may be made a part of the record because I think that you
need to see these things in context to see where we stand and what
the implications are.

I would like to ask, Mr. Chairman, that these various charts that
relate to the national debt and other relevant factors be included in
the record.

Senator BYRD. Without objection, so ordered.
[The material to be furnished follows:]

TABLES ON ESTIMATED GROsS AND NET GOVERNMENT AND PRIVATE DEBT

Table
1. Estimated Gross Government and Private Debt, by Major Categories
2. Estimated Per Capita Gross Government and Private Debt
3. Estimated Gross Government and Private Debt related to Gross National

Product
4. Estimated Net Government and Private Debt, by Major Categories
5. Estimated Per Capita Net Government and Private Debt
6. Estimated Net Government and Private Debt related to Gross National

Product
7. Estimated Federal Debt Related to Population and Prices
8. Privately-Held Federal Debt Related to Gross National Product
9. Changes in Per Capita Real Gross National Product



TABLE I..ESTIMATED O GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES
I[ol4ar amounts In btle0eJ

Private I Federal I
..... ........... .. .. _ tae ..... _.... .. .. -.. Total Percent

Indi- Cor. and gross Fedoral
Year vidal IWste Tal local Public Ageny Total debt .- of total

192............ 72.9 307.0 79.9 17.1.93........... 718 107.4 196.
193........ 649 100.3 16. j9.S

1932 ...... ..... 57.1 6. I 53.2 9.7
1933 ........... 51.0 24 143.4 19.5
1934.. ......... 49.8 .6 140.4 19.2
191. . . . 49.7 I8 1N:.5 19.6
196.......0.6 90.9 141.5 19.6
1937............ 51.1 141.3 19.6.............. . . 3 19.8

............. 137.6 01
190....... 53.0 960 142.0 0.2
191....... 55.6 7.5 153.1 20.0

1942 ............ 49.9 1063 35. 9.2
19348.8 110.3 'Sp 111

50.7 10.0 15. 17.1
1 9........ 54.7 5 154.2 16.0
1 4 .59.9 109.3 16.2 16.1
1947 ......... 69.4 128.9 98.3 17.5
1948........... 80.6 139. 4 220.0 19.6
1949 ............. 90.4 140.3 2 '7 2.2
1950.......... 104.3 167.7 272.0 25.3
1951 ........... 114.3 191.9 306.2 28.0
1952 ............. 129.4 202.9 332.3 31.0
1953 ............. 143.2 212.9 356.1 35.0
1954 ............. 157.2 217.6 374.8 40. 2
1955 ............. 18'. 1 253.9 434.0 46,3
1956 ............. 195.5 277.3 472.8 50.1
1957 .......... 207.6 295.8 503.4 54.7
1958 .......... 222.9 312.0 534.9 60.4
1959 ............. 245.0 341.4 586. 4 66.6
1960 ............. 263.3 365.1 628.4 72. 0
1961 ............. 284.8 391.5 676.3 77.6
1962 .......... 311.9 421.5 733.4 83.4
1963 .......... 345.8 457. 1 802.9 89.5
1964 ............. 380. 1 497.3 877.4 95.5
1965 ............. 424.6 551.9 976.5 103.1
1966 ............. 454.7 617.4 1,072. 1 109.3
1967 ............. 489.1 672.9 1,162.0 117.3
1968 ............. 529.3 779.1 1,308.4 127.2
1969 ............. 566.2 912.7 1 478.9 137.9
1970 .............. 600.0 997.9 1,597.9 149.2
1971 ............. 667.5 1,087.8 1.755.3 167.0
1972 .............. 763.9 1,214.3 1,978.2 181.2
1973 .............. 854.4 1,390.5 2,244.9 196.1
1974 ............. 922.1 1,546.4 2, 468.5 214.7
1975 ............. 994.4 1 626. 1 2,620.5 229.6
1976 ............. 1,106.8 1,781.7 2,888.5 246.4
1977 .....................................................

1Ig.0
23.8
28.5
30.6
34.4
37.3

45.0
57.9

108.2
165.9230.6
278.1
258.9
255. 4
251.6
256.1
55.4

266. 2
273.8
277.2
279.1
275.5
274.2
282.2
288.7
287.7
293.6
300.2
306.0
314.3
317.2
325.6
341.8
356.2
367.4
388.3
423.4
448.4
469.1
492.7
576.7
653.5
674.4

1.2
1.3
1.3I: I
4.8
5.6
5.9
:I

6.9

551
3.0
1.5
1.5
0.7
1.0
0.8
1. 1
0.8
0.8
0.9
0.8
1.5
1.7
3.2
2.3
5.7
6.4
6.9
7.8
8.1
9.1
9.8
14.0
20.1

13.8
12.5
11.0
11.8
11.6
11.3
10.9
11.3
10.8

17.5 215.2 1 .
17.3 215.4 8,.1
19.1 43. 94

220 11 11.3
33.3 19. 17.3

40.3 0 21.2
416 202.2 22,.6

488 206.5 23.7
52 2 214.4 4
65.6 238. 7

113.7 289.1 39.4
171.0 348.2 49.2233.6 410.4 57.9279.5 449.8 ot
260.4 445.7 58 5
256.1 471.9 54.3
252.6 492.2 51.4
256.9 509.8 50.4
256.5 553.8 46.4
258. 9 593.1 43. 7
267.0 630.3 42.4
274.7 665.8 41.3
278.0 693.0 40.2
280.6 760.9 36.9
277.2 800.1 34.
277.4 835. 5 33.3
284.5 879.8 32.4
294.4 947.4 31. 1
294.1 994.5 29.6
300.5 1054.4 28. 5
308. 0 124.8 27.4
314.1 1,206.5 26. 0
323.4 1296.3 24.9
326.9 1,406.5 23.2
339.6 1,521.1 22.3
361.9 1,641.0 22.2
371.3 806.9 20.5
381.2 997.9 19.1
400.8 147.8 18.7
434.4 2,356. 6 18.4
460.2 2,620.7 17.6
480.7 ,921.7 16.5
504.0 187.2 15.8
587.6 3,437.7 17.1
664.8 3.799.7 17.5
685.2 .............

I Privatecorporate debt includes the debt of certain federally sponsored agencIes In which there is no longer any Federal
oroprletaryinterest. The debt of the following agencies are Included beginning these years: FLB's In 1949,4i LB's In 1951*
FNMA-Secondary market operations, FICB s and OCOOP's in 198. The total debt for these agencies amounted to $0.1
billion on Dec. 31, 1947; $3.5 billion on Dec. 31fl950; $38.8 billion on Dec. 31, 1970; $78.8 billion on Dec. 31, 1975;
and $81.4 billion on Dec. 31 1976

' Total Federal securities Includes public debt socurltles and budget agency securities.

Source: Federal debt, Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.

Note: Detail may n3t add to totals because of rouvdIng. Al figures are for calendar years, except for 1977. 1977 figures
are for half year or 2d quarter.
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TABLE 2,-ESTIMATED PER CAPITA GROSS GOVERNMENT AND PRIVATE DE81'

IlAmounts In dollars

Private' State Federal I Total
Indl. Co. and ross

Year vidual porats Total local Public Agency Total debt

1929................... 599 879 1,477 146
1930 ..................... 58 87 1,456 154
1931 ..................... 523 809 l, 1 , 157
1932 ...................... 457 770 1, 227 158
1933 ....................... 406 736 1,142 155
1934 ....................... 394 717 1,11 152
1935 .................. 391 706 1096 154
1938................... 395 710 1105 153
1937 ....................... 397 700 1,097 1521938 ..................... 38 669 1, 054 153
19 ........ .......... 8 663 1,051 1541o 44.................. 00 671 1,o71 152
194 .................. 415 728 1,143 149
1 .......... ........ 369 785 154 142

1943........... 356 804 1: 159 1321944 ....................... 365 785 1,150 123194....................... 89 708 1,098 14
190.... ......... 422 770 1,192 1131947.:.:.::...'.......... ..o°480 8 ,70 111948 ....................... 548 94 494 133

1949 ....................... 604 937 1,540 148
1950 ....................... 685 1,101 786 166
1951.................. 738 1,239 1977 181
1952 .................. 821 1,288 2,109 197
1953 ....................... 894 1,329 2,223 218
1954 ...................... 964 1,335 2,299 247
1955...................... 1,085 1,530 2,616 279
1956 ....................... 1,157 1 642 2,799 297
1967 ....................... 1,207 1,720 2,927 318
1958 ....................... ,275 1,784 3,059 345
1959 .................... .1,378 1,920 3,29 375
1960 ...................... ,457 2,021 3,478 399
19 ................. 1,550 2,131 3,682 422
1962 ..... ............ ,672 2,260 3,932 447
1963 ....................... 1, 827 ,415 4,247 473
1964 ....................... 1, 981 ,592 4,572 498
1965 ....................... 2,185 2. 840 5,026 531
1966..................2313 3, 41 5,454 557

1, 461 3,386 5,848 590
..................... 2,637 3, 882 6 519

...................... 2,794 4,503 7,297 69
1970 ...................... 2:929 4,871 7 799 728
1971 ................. 3,224 5,254 8478 t
1972 ....... . 3,658 5,814 9,472 858
1973 .................. 4,061 , 09 10,669 932
1974 ....................... 4, 352 7, 298 11,649 1,013
1975 ...................... 4,657 7,615 12,272 1,075
!976 ....................... 5,145 8,282 13,428 1,145
1977:2 .............................................................

134
130
144
167
19
226
240
269
290
33

320
339
43279

1, 209
1,6601,980
1,82411765
1709

1,690
1,709
11700

1,631
1,594
1,614

617
1,38

1,633
1,720
1.775

2,045
2,147

2,325
2,701
3,038
3,117

10
11
10
10
12
38
44
46
45
48
53
54
58
41
37
22
I1
I1
5
7
5
7
5
5
6
5
9

10
19
13
32
35
38
42
4347

101
75
68
61
53
566
55
53
$1
53
50

144 1,767
141 1,750
154 1,643
176 1,5
201 1,493
264 1521
284 1536315 1,7335 1.58
351 557

490 1,783
840 2,136

1248 2,537
1,62 2,954
1,990 3,202
1,835 4,140
1,770 3,261
1,716 3,344
1,715 3404
1,684 3,637
1,672 3,829
1,695 4,001
1,715 4,156
1,7 4,251

1,641 4,731
1,613 4,858
1, 627 5,031165G 51328
,628 554

1636 5,7401:651 6,030
1, 660 6,375
1,685 6,7551,682 7,23
1, 728 7,7391, 821 8,258
1,850 9,0031:881 9,858
1,956 10,483.

2"! 11,38212,548
2,285 13,886
2,379 15,041
2 ,752 16, 0993,090 17,663
3,168 .........

I Per capita debt is calculated by dividing debt figures by population of conterminous United States. Beginning 1949,
population includes Armed Forces ovrseas, Hawaii, and Alaska.

3 Private corporate debt includes the debt of certain federally sponsored agencies in which there Is no longer any Federal
roprietary interest. The debt of the oilowln agencies are included belinning these years: FLB's in 1949; FHLB's In 1951'
NA-SonderY market operations, FICs sand 3COOP's in 1968. The total debt for these agencies amounted to $0.7

billion on Dec. 31, 1947, $3.5 billion on DeK. 31, 1960; $38.8 billion on Dec. 31, 1970; $78.8 billion on Dec. 31, 1975; and
$81.4 billion on Dec. 31, 1976.

Total Federal securities includes public debt securities and budget agency securities.
Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977. 1977 figures

are for half year or 2d quarter.
Source: Federal debt, Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.
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TABLE 3.-GROSS GOVERNMENT AND PRIVATE DEBT RELATED T0 GROSS NATIONAL PRODUCT

jRatios of debt to gross national products

Gross
National Private I State Federal ' Total
product and TrossYear (billions) Individual Corporate Total Local Public Agency Total debt

1929 ............. $103.4 70.5 103.5 174.0 17. 3
1930 ........... 90.7 79.2 118.5 197.6 20.9
1931 ........... 76.1 85.4 131.9 217.2 25.7
1932 ............. 58 3 98.0 164.9 262.9 33.9
1933 ............. 55.8 91.4 165.6 257.0 35.0
1934 ........... 65.3 76.3 138. 8 214.1 29.5
1935 ............. 72. b 68.6 123.9 192.5 27.1
1936 ........... 82,7 61.2 109.9 171.1 23.7
1937 ........... 96.7 52.9 92.3 146.1 20.3
1938 ............ 85.0 58.9 102.2 161.1 23.4
1939 ............ 90.8 56.0 95.6 151.6 22.2
1940 ............. 100.0 53.1 89. 1 142 .1 20.3
1941 ........... 124.9 44.6 78.1 122.6 16.1
1942 ........... 158.3 31,6 67.2 98.7 12.2
1943 ............. 192.0 25.5 57.5 82.9 9.5
1944 ............. 210.5 24.1 51.8 75.9 8.2
1945 ............. 212.3 25.8 46.9 72.7 7.6
1946 .......... 209.6 28.6 52.2 80.8 7.7
1947 .......... 232.8 29. 9 55.4 85.2 7.6
1948 ............. 259.1 31.2 53.9 85. 0 7.6
1949 ............. 258.0 35.1 54.4 89.5 8.7
1950 ............. 286.2 36.5 58.6 95.1 8.9
1951 ............. 330.2 34.7 58.2 92.8 85
1952 ............. 347,2 37.3 58.5 95.8 0
1953..-....... 366.1 39.2 58.2 97.3 9.6
1954 ........... .. 366.3 43.0 59.5 102.4 11.0
19554.......... 39.3 41:2 63.6 108.7 11.6
1956 .......... .. 420.7 46.5 66.0 112.4 12.0
1957 .......... 442,8 45.9 66.9 113.7 12.4
1958 ........... 418.9 49.7 69.6 119.2 13.5
1959 ............. 486.5 50.4 70.2 120.6 13.7
1960 .......... .. 506.0 52.1 72.2 124.2 14.3
1961 .......... . 523.3 54.5 74.9 129.3 14.9
1962 .......... .. 563.8 55.4 74.8 130.1 14.8
1963..........594.7 58.2 76.9 135.1 lb. 1
1964 ........... 635.7 59.8 78.3 138. 1 15.1
1965 ........... 688.1 61.7 80.2 142.0 15.0
1966 .......... 153.0 60.4 82.0 142.4 14.5
1967 ............ 796.3 61.4 84.5 145.9 14.7
1968 ............ 868.5 60.9 89.7 150.7 14.6
1969 ........... 935.5 60.5 97.6 158.1 14.7
197n ........... 982.4 61.1 101.6 162.7 15.2
1971 ............. 1063.4 62.8 102.3 165.1 15.7
1972 . 1171.1 65.3 103.7 168.9 15.b
1973 ............. 1306.3 65.4 106.4 171.9 15.0
1974 ............. 1412.9 65.3 109.4 174.7 15.k1975 ............. 1528.8 65.0 106.4 171.4 15.0
1975 ............. 1706.5 64. 104.4 169.3 16.9
1977:2 ........... 1840.4 ......................................

17.7
23.4
35.7
42.7
43.7
42.3
41.6
38.6
46. 4
46.2
45.1
46.4
68.4
86.5

109.6
131.0
123.6
109.8
97.2
99.3
89.3
78.2
76.7
74.8
75.7
69.9

- 65.5
62.0
62.9
59.4
56.9
.6.2
53.3
51.5
49.5
46.1
43.2
42 9

39.3
39.5
38.9
38.3
35.9

38.3
36.6

1. 2 17.0 208.11.5 19.1 237.5
1.8 25.Z 268.0
2.1 37.8 334.5
2.7 45.4 3727.4 51.1 295.5
7.8 50.0 269.5
7. 2 48. 8 243.5
6:0 44.6 210.9
7.3 53.7 238.0538 227.5

52.3 214.5
6.2 52.6 191.2
3.5 71.9 182.7
2.7 89.1 181.4
1.5 11.0 195.0
.8 131.7 211.9
,8 124.3 212.7
.4 110.1 202.8
.4 97.5 190.0
.4 S9.6 197.6
.4 89.7 193.6
.3 78.5 179.7
.3 77.0 181.6
.3 75.1 181.9
.3 75.9 189.2
.4 70.3 190.6
.5 65.9 190.2
.8 62.7 188.7
.6 63.4 196.0

1.2 60.6 194.8
1. 3 58.2 196.6
1.4 57.5 201.5
1.4 54.7 199.6
1.4 52.9 202.9
1.5 50.9 204.0
1.5 47.5 204.4
1.9 45. 1 202.0
2.5 45.4 206.1
1.7 42.8 208.0
1.5 40.7 213.6
1.3 40.8 218. 6
1.0 40.9 221.6
1.0 39.3 223.8
.9 36.8 223.7
.8 35.7 225.5
.7 38.4 224.9
.7 39.0 222.7
.6 37.2 ..........

'Pivate corporate debt includes the debt of certain federallyrsponsored agencies in which there Is no Ion ger any Federal
proprietary interest. The debt of the following agencies are included beginngthese years: FLBs in 1949; FHLB's in 1951'
FMNA-Secondary market operations, FICB's and BCOOP's In 1968. The total debt or these agencies amounted to sv.1
billion on December 31, 1947; $3.5 billion on Dember 3,, 1960; $38. bllon on December31. 1,: $78.8 billion on Decem-
ber 31 1975- end $81.4 billion on December 31 1976.

bToial Federal sklWti s includes public debi securities and budget agency securities.

Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977. 1977 figures
are for half year or 2d quarter.-

Source: Federal debt, Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.

06-335-77-3
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TABLE 4.-ESTIMATED NET GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES

Private I Percent
State and Total net Federal

Year Individual Corporate Total local Federal a debt of total

1916 .................. 36.3 40.2
1917 ................ 38.7 43,7
1918 ................... 44.5 47.0
1919 ............... 43.9 53.3
1920 .............. . 48.1 57.7
1921 ................... 49.2 57.0
1922................... 50.9 58.6
1923 .................. 53.7 62.6
1924 ............... . 59. 67.2
log:................: 62.7 76.2
1927 ................... 66.4 81.2
1928 ................... 70. 0 86.1
1929 ................... 72.9 88. 9
1930 ................... 71.8 89.3
1931 ................... 64.9 83.5
1932 ................... 57.1 80.0
193 ........ 51.0 76.9
1934 ........ 49.8 75.5
1935 ............... .. 49. 7 74.8
1936 ............... . 50.6 76.1
1937 ................... 51.1 75. 8
1938 ................... 50.0 73.3
1939 .................. 50.8 73.
1940 ................... 53.0 75.6
1941 ................ 55.6 83.4
1942 ................ 49.9 91.6
1943 ................ 488 95.5
1944 ............... 507 94.1
1945 ................... 54.7 85.31946 ................... 5.9 93.5
1947 ................... 69.4 109.6
1948 .................. 0.6 118.4
1949 ................ 90.4 118.7195o ................. 104.3 142.8191 .................. 114.3 163.81952 ................... 129.4 172.3193 ................... 143.2 10.9
1954 ................... 157.2 184.11965 ................... 180.1 215.01956 ................... 195.5 234.11957 ................... 07.6 249.1
19548 ................... 222.9 262.0199 ................... 245.0 287.0
1960 .................. 263.3 306.3
196 ................ 24.8 328.3
1962 ................- 311.9 353.5
1963 ................... 345.8 33. 6
1964 ................... 380.1 417.1
1965 ................... 424.6 463.2
1966 ................... 454.7 517.8
1967 .................. 489.1 562.6
1968 ................... 29.3 653.0
1969 .................. 566.2 764.7
1970 .................. 600.0 836.1
1971 ................... 667.5 911.2
1972 ................... 763.9 1,016.7
1973 ................... 854.4 ,166. 5
1974 .................. 922.1 1 299 4
1975 ........ ...... 994. 4 1,365.4
1976 .................. 1,106. 8 1,496.1
1977:2 .........................................

76.582.4
91.5
97.2
105.8
106.2
109.5
116.3
123.0
132,3
138.9
147.6
156.1
161.8
161.1
148, 4
137.1
127.9
125.3
124.5
126.7
126.9
123.3
124.3
128.6
139.0
141.5
144.3
144.8
140.0
153.4
179.0
199.0
209.1
247.1
278.1
301.7
324.1
341.3
395.1
429.6
456.7
484.9
532.0
569.6
613.1
665.4
729.4
797.2
887.8
972.5

,051.7
1,182.31,330.9

1,436.1
1 578.7
1: 780.6
1 020,92:221.5
2, 359.8
2, 602.9

4.54.8
5.1
5.5
6.2
7.0
7,9
8.6
9.4
10.3
11.1
12. 1
12.7
13.6
14.7
16.0
16.6
16.3
15.9
16.1
16.2
1f 1
Ib !
16.4
16.4
16.1
15.4
14.5
13,.9
13.4
13.7
15.0
17.0
19.1
21.7
24.2
27.0
30.735. 5:~
48.6
53.7
59.6
64.9
70.5

90.4
98.3
104.7
112.8
122.7
133.3
144.8
162.7
178.0
192.3
211.2
222.7
236.3

1.2 82.2 1.57.3 94.5 7.8
20.9 117.5 17.8
25.6 128.3 20.0
23.7 135.7 17.5
23.1 136.3 17.0
22.8 140.2 16.3
21.8 146.7 14.9
21.0 153.4 13.7
20.3 162.9 12.5
19.2 169.2 11.4
18.2 177.9 10.3
17.5 186.3 9.4
16.5 191.9 8.6
16.5 192.3
18.5 182.9
21.3 175.0 2
24.3 168.5 14.5
30.4 171.6 17.8
34.4 175.0 19.7
37.7 180.6 20.9
39.2 182.2 21.6
40.5 179.9 22.6
4i 6 183.3 23.3
44.8 189.8 23.7
56.3 211.4 26.7

101.7 258.6 39.4
154.4 313.2 49.3
211.9 370.6 57.2
252.5 405.9 62.3
229.5 396.6 57.9
221.7 415.7 53.4
215.3 431.3 50.0
216.6 445. 8 48.9
217 4 486.2 44.8
216.9 519.2 41.8
221.5 550.2 40.3
226.8 581.6 39.0
229.1 605.9 37.9229.6 665.8 34.5224.3 698.4 32.2223.0 728.3 30.7231.1 769.6 30.1
241.4 3.0 29.0
239.8 874.3 27.5
246.7 930.3 26.6
253.6 996. 0 2&.5
257.5 1,070.8 24.1
264.0 1,151.6 23.0
266.4 1,252.5 21.3
271.8 1 349.1 20.1
286.4 1 450.8 19.7
291.9 1,596.8 18.3
289.3 1,753.4 16.5
301.1 1,881.9 16.0
325.9 2,057.3 15.8
341.2 2,299.8 14.8
349.1 2,M62.3 13.6
360.8 2,793.5 12.9
446.3 3,028.8 14. 7
515.8 3,354.9 15.4
532.2 ........................

i Private corporate debt includes the debt of certain federally-sponsored agencies In which there is no longer any Federal
ppretary Interest. The debt of the following agencies are included beginning these years: FLB's In 1949; FILB's In

.95: FNMA-Secondary market operations, ICB's and SCOOP'S In 196 The total debt for these arpn-i.s amounted to
10.7 billion on Doembor 31, 1947, $3.5 billion on December 31, 1960, $38.8 billion on December 31, 70, $78.8 billion on
December 31, 1975, and $81.4 billion on December 31, 1976.a Brrow n from the public euls gross Federal debt less securities held In Government accounts (a unified budget
concept).

Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977.1977 figures
are for half year or 2d quarter.

Source: Federal debt, Treasury Department; other dats, Bureau of Economic Analysis, Commerce Department.
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TABLE 5. -ESTIMATED PER CAPITA NET GOVERNMENT AND PRIVATE DEBT

Private' State and Total net
Year lIdividual Corporate Total local Federal' debt

1916 ................... 356 394 750 44
1917 ................... 375 423 799 46
1918 ................... 431 455 88 49
1919 ................... 420 510 930 53
1920 ................... 452 542 68
1921 ................... 453 525 ITS 64
1922 ................... 462 532 995 72
1923 ................... 480 5 149 1,039 77
1924 .................. 489 589 1 078 82
1925 ................... 515 628 1,42 89
1926 ................... 534 649 1.183 95
1927 ................... 558 682 1,240 102
1928 ................... 581 715 1,295 105
1929 ................... 599 730 1,329 112
1930 ................... 583 726 1,309 119
1931 ................... 523 673 1,29 129
1932 ................... 457 641 1,098 133
1933 ................... 406 612 1,018 103

ir.......... 394 597 992 126
15 ...... 391 588 978 127
13 ................... 395 594 989 127
1937 ................... 397 588 985 125
19 ................... 35 55 950 124

199........... 388 562 950 125
1 --0................. 400 570 970 124
1941 ................... 415 623 1, 038 120
1942 ................... 369 677 1,045 114
1943 ................... 356 696 1 051 106
1944 ................... 365 677 1:042 100

389 607 "17 95
422 659 1,081 97

1947 ................. 480 757 1,237 104
194$ ................. . .548 804 1,52 115194 ................... 604 793 1, 39 128
195 .................. .685 938 1,623 143
1951 .................. .738 1,058 1,796 156
1952 ................... 21 1,094 1,915 171
195 ................. .894 1,129 2,023 192
1954 ................ . .964 11 2 218
1955 .................. 1,085 1,296 2,381 248
1956 ................... 1157 1,36 543 263
1957 .................. . 1,07 1,448 2655 283

95 ................... 1,75 1,494 2,771 307
1959 ................... 1,378 1614 2, 99 335
1960. ................ 457 1,695 3,153 359
1961 ............... . .1,550 1,7817 3,33 384
1962 ................... .672 1,895 3,567 413
1963 .................. 827 2,027 3,854 443
164A 1:981 2,174 4,154 471

2185 2,384 4,569 50
196.................. 2,313 2,634 4,948 533
1967 ................... 2,461 283 65,293 568
1968.................. 2,637 3,254 5,891 611
1969 .................. 2,794 3,773 6,567 658
1970 .................. 2,2 4,08 7,010 707
1971 .................. 3 ,224 4,40 7,625 786
1972?.................. 3,658 4,6 8,526 852
1973 .................. 4,061 5,54 9,605 914
1974 ................... 4352 6,132 10484 "7
1975 ................... 4693 6,444 11 136 1,051
1976 ................... 5145 6,955 12,100 1,098
1977:2 .........................................................................

12 $06
71 915

203 1, 139
245 1.228
223 1,275
213 1, 256
207 1,274
195 1,310
184 1, 344
175 1,406
164 1,441
153 1,494
145 1 546
136 1:576
134 1 562
149 1,475
171 1,402
194 1,342
241 1,358
270 1,375
294 1,410
304 1, 414
312 1,386
325 1,401
338 431
420 1,579
751 1,910

1,125 2,282
1,515 268
1 798 890
1,617 2,794
1,532 2,873
1 463 ,9301,:453 2,9)7
1,428 3,193

,400 3,352
1,406 492
1,416 631
1,405 ,717
1 384 4.013
1,328 4,135
1,297 4,235
1: 321 4,401
1 357 4,6841:327 4,839
1 343 5,0641:360 5,339
1,361 5,658

,376 6,001
1,371 6,446
1,383 6,864
1,441 7,301
1,454 7,956
1,427 8651
1,470 9,815
1574 9,9W

11634 012
659 17

1703 13183
2,0 0 14,293
2,3981 15596
2,460...........

i Per capital debt Is calculated by dividing debt figures by population of conterminous United States. Beginning 1949,
population includes Armed Forces overseas, Hawaii, and Alaska.IPrivatecorporate debt Includes the debt of certain federally sponsored agencies in which there Is no longr any Federal

p st. The debt of the followin a Wnces are Included beginning these years: FLB's in 1949; FHLB's In
1!95/ FNMA--tcond~ry market operations FICB's and BCOOP's in 1969. The total debt for these arncies amounted
t3 50.7 billion on December 31, 194 i$35 billion on December 31, 1960; $38.8 billion on December 31, 1970; $78.8 billion
on December 31, 1975; and $81.4 billion on December 31, 1976.

a Borrowing from the public equals gr.m s Federal debt less securities held In Government accounts (a unified budget
concept).

Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977. 1977 figures
are for half year or 2d quarter.

Source: Federal debt. Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.
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TABLE 6.--NET GOVERNMENT AND PRIVATE DEBT RELATED TO GROSS NATIONAL PRODUCT

[Ratios of debt to gross national product]

troll
national HMvaO'product State and lotai net

Year (billion) Individual Corporate Total local Federal' debt

1929 ..............
1930 ...................
1931 ...................
1932 ...................
1933 ...................
1934 ...................
1935 ...................
1936 ...........
1937 ...................
1938 ...................
1939 ...................
1940 ..................
1941 ...................
1942 ...................
1943 ............
1946 ...................
1947 ...................
1948 ...................
1949 ................
1950 ................
1951 ...................
1952 ...................
1953 ...................
1954 ...................
1955 ...................
1956 ...................
1957 ...................
1958 ...................
1959 ............

1963 ...................

1964 ............
1965 ...................
1966 ..................
1967 ...................
1968 ...................
1969 ...................
1970 ...................
1971 ...................
1972 ...................
1973 ...................
1974 ...................
1975 ...................
1976 ...................
1977:2 .................

$103.4 70.5
90.7 79.2
76.1 85.4
58.3 98.0
55.8 91.4
65.3 76.3
72.5 68. 6
82.7 61.2
96.7 52.9
85.0 58.9
90.8 56.0

100.0 53.1
124.9 44.6
158.3 31.6
192.0 25.5
210.5 24.1
212.3 25.8
209.6 28.6
232.8 29.9
259.1 31.2
258.0 35.1
286.2 36.5
330.2 34.7
347.2 37.3
366.1 39.2
366.3 43.0
399.3 45.2
420.7 46.5
442.8 46.9
448.9 49.7
486.5 50.4
506.0 52.1
52.3 54.5
56.8 55.4
594.7 58.2
635.? 59.8
688.1 61.7
753.0 60.4
796.3 61.4
868. 5 60.9
935.5 60.5
982.4 61.1

1,063.4 62.8
1,171.1 65.2
1,306.3 65.4
1,412.9 65.31:528.8 65.0
1,706.5 64.9
1,840.4 ..............

86.0
91.5
109.8
137.3
137.8
115.7
103.2
92.0
78.4
86.3
81.0
75.7
66.8
57.9
49.8
44.8
40.2
44.7
47. 1
45.7
46.1
49.9
49.7
49.7
49.5
50.3
53.9
55.7
56.3
58.4
59.0
60.6
62.8
62.7
64.6
65.7
67.3
68.6
70.7
75,2
81.7
85.1
85.7
86.8
89.3
92.0
89.3
87.7

156.5
177.7
195.1
235.3
229.2
192.0
171.8
153.2
131.2
145.2
136.9
128.7
111.4
89.4
75.2
68.8
66.0
73.2
76.9
76.9
81.1
86.4
84.3
86.9
88.6
93.2
99.0
102.2
103.2
108.1
109.4
112.6
117.2
118.1
122.7
125.5
129.0
129.2
132.1
136.1
142.2
146.2
148.5
152,0
154.7
157,2
154.4
152.5

13.2
16.3
21.1
28.5
29.3
24.4
22.3
19.6
16.7
19.0
18.1
16.5
12.9
9.8
7.6
6.7
6.4
6.6
6.5
6.6
7.5
7.6
7.4
7.8
8.4
9.7

10.3
10.6
11.0
12.0
12.3
12.9
13.5
13.7
14.2
14.3
14.3
13.9
14.2
14.1
14.2
14.7
15.3
15.2
14.6
14.9
14.6
13.8

16.0 185.6
18.2 212.1
24.4 240.5
36,6 300.3
43.6 301.9
46.6 262.9
47.5 241.4
45.6 218. 3
40.6 188.4
47.7 211.8
47.0 201.9
44.9 189.9
45.1 169.3
64.3 163.4
80.5 163.2

100.7 176.1
119.0 191.2
109.5 189.3
95.3 178.6
83.1 166.5
84.4 172.8
76.0 169.9
65.7 157.3
63.8 158.5
62.0 158.9
62.6 165.5
57.6 166.8
53.4 166.1
50.4 164.5
51.5 171.5
49.7 171.3
47.4 172.8
47.2 177.8
45.0 176.7
43.3 180.1
41.6 181,2
38.7 182 .0
36.1 179.2
36.0 182.2
33.6 183.9
30.9 187.4
30.6 191.6
30.6 194.4
29.2 196.4
26.7 196.1
25.5 197.7
29.2 198.1
30.2 196.6
28.9 ..........

I Private corporate debt Includes the debt of certain federally sponsored agencies In which there Is no longer any Federal
proprletary interest. The debt of the following agencies are Included be Inning these years: FLB's in 1949; FHLB's In 1951*

NA-Seondary market operations, FICS s and BCOOP's in 1968. The total debt for these seencies amounted to $0
billion on Dec. 31, 1947; $3.5 billion on Dec. 31, 1960; $38.8 billion on Dec. 31. 1970; $78.8 billion on Dec. 31, 1975; and
$81.4 billion on Dec. 31, 1976.

Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977. 1977 figures
are for half year or 2d quarter.

Source: Federal debt, Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.
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TABLE 7.-ESTIMATED FEDERAL DEBT RELATED TO POPULATION AND PRICES

Outstanding Federal debt Per capita Federal debt ' Real per capita Federal debt I

Privately Privately Privately
Year Grosse Nets held netI Groul Net' held net$ Grosse Nets heldnet'

1929 ............. 17.5 16.5 16.0 144 136 131 281 265 256
1930 ............. 17.3 16.5 15.8 141 134 128 292 279 266
1931 ........... 19.1 18.5 17.7 154 149 142 354 342 327
1932 ............. 22.0 21.3 19.4 176 171 155 451 437 396
1933 ............. 25.3 24.3 21.9 201 194 174 513 492 443
1934 ............. 33.3 30.4 28.0 264 241 221 657 600 551
1935 ............. 36. 2 34.4 32.0 284 270 251 688 654 607
1936 ............ 40.3 37.7 35.3 315 294 275 752 704 658
1937 ............. 43.1 39.2 36.6 335 304 284 776 706 658
1938 ............. 45.6 40.5 37.9 351 312 291 837 744 695
1939 ............. 48.8 42.6 40.1 373 325 306 893 780 733
1940 ............. 52.2 44.8 42.6 394 338 321 934 802 761
1941 ............. 65.6 56.3 54.0 490 420 403 1,059 909 871
1942 ............. 113.7 101.7 95.5 840 751 705 1,661 1,486 1,394
1943 ............. 171.0 154.4 142.9 1,246 1,125 1,041 2,388 2,156 1, 995
1944 ............. 233.6 211.9 193.1 1,682 1,525 1,390 3,156 2,863 2,606
1945 ............. 219.6 252.5 228.2 1,990 1,798 1,624 3,653 3,29 2,981
1946 ............. 260.4 229.5 206.1 1,835 1,617 1,452 2,841 2,504 2,248
1947 ............. 256.1 221.7 19. 1 1,770 1,532 1.375 2,522 2,183 1,960
1948 ............. 252.6 215.3 192.0 1,716 1,463 1,304 2,384 032 1,811
1949 ............. 256.9 217.6 197.7 1,715 1,453 1,320 2,427 2056 1,867
1950 ............. 256.5 217.4 196.6 ,64 1,428 1,291 2,252 1,909 1,725
1951 ............. 258.9 216.9 193.1 ,672l 1,400 1,246 2,109 1767 1,573
1952 ............. 267.0 221.5 196.8 1,695 1,406 249 2,119 1,758 1,562
1953 ............. 274.7 226.8 200.9 1,715 1,416 1,254 2,131 1,759 1 558
1954 ............. 278.0 229. 1 204.2 1,705 1,405 1,252 2.128 754 1.563
1955 ............. 280.6 229.6 204.8 1,691 1,384 1,234 2,102 1,720 1,534
1956 ............. 277.2 224.3 199.4 1641 1 328 1,180 1 983 1,605 1,426
1957 ............. 277.4 223.0 198.8 1,613 1 297 1,155 1:892 1,521 1,356
1958 ............. 284.5 231.0 204.7 1,627 1,321 1,170 1,876 1,523 1, 349
1959 .......... 294,4 241.4 214.8 1,656 1 357 1,207 ,881 1,542 1,372
1960 .......... 294.1 239.8 212.4 1,628 1,327 1,175 1,823 1,486 1,316
1961 ............. 300.5 246.7 217.8 1,636 1,343 1,185 1,820 1.494 1,319
1962 ............. 308. 0 253.6 222.8 1,651 1, 360 1,194 1 815 1,495 1,313
1963 ............. 314.1 257.5 223.9 1,660 1,361 1,183 1,795 1,472 1,279
1964 ............. 323.4 264.0 227.0 1,685 1,376 1,183 1,801 1,470 1,264
1965 ............. 326.9 266.4 225.6 1,682 1,371 1,161 1,764 1,438 1,217
1966 ............. 339.6 271.8 227.5 1,728 1,383 1,157 1,753 1,403 1,174
1967 .......... 361.9 286.4 237.3 1,821 1,441 94 1,793 1,419 1,176
1968 .......... 371.3 291.9 238.9 1,890 1,454 1190 1,739 1,367 1,1191969 ............. 381.2 289.3 232.1 1,88 ,427 1:145 1,666 1,265 1,0141970 ............. 400.8 301.1 239.0 1,956 1470 1,166 1,643 1,234 979
1971 ............. 434.4 325.9 255.1 2,098 1,574 1,232 1o70 1,279 1,001
1972 ............ 460.2 341.2 269.9 2,203 1,634 1,292 1,732 1,284 1,015
1973 ............. 480.7 349.1 268.6 2,285 1 659 1 276 1,650 1,198 922
1974 .......... 504.0 360.8 280.1 2,378 1,703 1:322 1 531 1,096 851
1975 .......... 587.6 446.3 358,2 2,752 2.090 1,677 1,655 1,257 1,009
1976 ............ 664.8 515.8 418.5 3,090 2,398 1,945 1,773 1.376 1,116
1977:2 ........... 685.2 532.2 429.5 3,167 2,460 1,985 1:710 1,307 1,030

'Total Federal securities Includes public debt securities and budget agency securities.
'Borrowing from the public equals gross Federal debt less securities held in Government accounts (a unified budget

concept).
SBorrowing from the public less Federal Reserve holdings,

4 Per capital debt Is calculated by dividing debt figures by population of conterminous United States. Beginning 1949,
population includes Armed Forces overseas, Hawaii, and Alaska.

OReal per capita debt expressed In 1967 prices (i.e., Consumer Price Index for all items).
Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977. 1977 figures

are for half year or 2d quarter.
Source: Federal debt, Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.
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TABLE 8.-PRIVATELY HELD FEDERAL DEBT RELATED TO GNP

W3Ss
national Privately Ratio of Year to year
product held debt to price

Year (billions) debt I GNP changes!

1929 .............................................. $103.4 16.0 15.5 ..............
1930 .............................................. 90.7 15.8 17.5 -6.0
1931 .............................................. 76.1 17.7 23.3 -9.5
1932 .............................................. 58.3 19.4 33.3 -10.2
1933 .............................................. 55.8 21.9 39.3 .6
1934 .............................................. 65.3 28.0 42.9 2.1
1935 .............................................. 72.5 32.0 44.2 3.0
1936 .............................................. 82.7 35.3 42.7 1.3
1937 .............................................. 96.7 36.6 37.9 3.2
1938 .............................................. 85.0 37.9 44.7 -2.71939 ............................................. 90.8 40.1 44.2 -.41940 ............................................. 100.0 42.6 42.7 1.0
1941........................................ 124.9 54.0 43.3 9.81942 ............................................. 158.3 95.5 60.4 9.3
1943........................................ 192.0 142.9 71.5 3.2
1944........................................ 210.5 193.1 91.8 2.
1945 ................................ 212.3 228.2 107.5 2.3
1946........................................ 209.6 206.1 98.4 18.6
1947........................................ 232.8 199.1 85.6 8.7
1948........................................ 259.1 192.0 74.2 2.6
1949........................................ 258 0-. 197.7 76.7 -1.8
1950.. ...................................... 286.2 196.6 68.7 5.9
1951........................................ 330.2 193.1 58.5 6.0
1952 ............................................ .347.2 196.8 56.7 .9
1953........................................ 366.1 200.9 54.9 .7
1954........................................ 366.3 204.2 55.8 -. 4
1955 ................... .................... 39". 3 204.8 51.3 .4
1956........................................ 420.7 199.4 47.4 2.9
1957........................................ 442.8 198.8 44.9 3.1
1958 ...................................... 448.9 204.7 45.7 1.8
1959........................................ 486.5 214.8 44.2 1.5
1960........................................ 506.0 212.4 42.0 1.5
1961 ...................................... 523.3 217.8 41.7 .7
1962........................................ 563.8 222.8 39.6 1.3
1963........................................ 594.7 223.9 37.7 1.7
1964........................................ 635.7 227.0 35.8 1.2
1965........................................ 688.1 225.6 32.8 2.0
196........................................ 753.0 227.5 30.3 3.0
1967 ........................................ 796.3 237.3 29.9 3.4
1968........................................ 868. 5 238.9 27.6 4.7
1969 ....................... ............... 935.5 232.1 24.9 6.1
1970........................................ 982.4 239.0 24.4 5.5
1971 ....................................... 1,064 25.6 24.0 3.4
1972 ............................................ , 1. 1 271.1 23.1 .4
1973 ....................................... 1,306.3 270.4 20.7 8.8
1974 ....................................... 1,412.9 260.1 19.8 12.2
1975 ....................................... 1,528.8 358.2 23.4 7.0
1976 ....................................... 1,706.5 418.5 24.5 4.8
1977:2 ..................................... 1,840.4 429.5 23.3 6.9

I Bor rowing from the public less Federal Reserve holdings.
I Measured by-all item Consumer Price Index, December to December basis.
Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977. 1977 figures

are for hall or 2d quarter.
Source: Federal debt, Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.
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TABLE 9.-CHANGES IN PER CAPITA REAL GROSS NATIONAL PRODUCT

GNP per capita, change
from year agoGNP in GNPpercaplta

billions constant Constant
of 1972 1972 1972

Year dollars dollars I dollars Percent

1929........................................
1930 ............................................
1931 ......................................
1932 ........................... ...........
1933.......................................
1934 ...............................................
1935 ...............................................
1936 ...............................................
1937 ........................................
1938 ........................................
1939 ...............................................
1940...............................................
1941 ...............................................
1942 ........................................
1943 ........................................
1944 ...............................................
1945 ...............................................
1946 ...............................................
1947 ...............................................
1948 ...............................................
1949 ...............................................
1950 ...............................................
1951 ...............................................
1952 ...............................................
1953 ...............................................
1954 ..............................................
1955 .........................................
1956 .........................................
1957 ...............................................
1958 ...............................................
1959 ...............................................
196 ...............................................
1961......... .........................
1962.........................................
1963 ...............................................
1964...............................................
1965 ............................................
1966................ ................
1967...............................................
1968 ..............................
1969 ..................................
1910 ...... .........................................1971 ...............................................
1972 ...............................................
1973 ...............................................
1974 ...............................................
1975 ............................................
1976...................................
1977:2 ................................

314.7
63

227.1
222.1
239.3
261.0
297.1
310.8
297.8
319.7

454.6
527.3
567.0
559.0
477.0
468.3
47. 7
490. 7
533.5
576.5
598.5
621.8
613.7
654.1
668.8
680.9
679.5
720.4
736.8
755.3
799.1
830.7
874.4
925.9
981.0

1,001 7
1,051.8
1,071 8

1,075.3
1,107.5
1,171.1
1,235.0
1,217.8
1,202.1
1 274.71:320.9

2,584 .......... .............
3,:129 544 21
2,123 -1,006 -32
1,819 -303 -14
1,769 -50 -2
1,894 125 7
2,051 157 8
2,320 269 13
2,413 92 4
2,294 -118 -4
2,443 148 6
2,591 148 6
2,962 370 14
3.358 396 13
3,842 483 14
4:082 239 6-101 -2

-618 -15
3,236 -124
,3.13 76

3,276 -36
3,504 227 6
3,722 218 6
3,799 76 2
3W882 83 2
3.764 -117 -2
3.946 181 4
3,960 13 0
3,959 0 0
3,885 -73 -1
4.051 165 4
4:078 27 0
4,112 33 0
4,284 172 4
4, 390 os 2
4,557 167 3
4,765 208 4
4991 225 4
5,071 80 1
5241 169 3
5,323 82 1
5,249 -74 -1
5,349 100 1
5,607 258 4
5.869 262 4
5,747 -122 -2
5.629 -118 -2
5,926 297 5
6,104 220 4

1 Per capita debt is calculated by dividing debt figures by population of conterminous United States. Beginning 1949
population includes Armed Forces overseas, Hawaii, and Alaska.

Note: Detail may not add to totals because of rounding. All figures are for calendar years, except for 1977.1977 figures
are for half year or 2d quarter.

S~utce: Federal debt, Treasury Department; other data, Bureau of Economic Analysis, Commerce Department.
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Senator LoNG. One thing that I think is very significant, here in
chart No. 8, is the relation of privately held debt to the gross national
product. The reason that I think that that is somewhat significant is
that I could never get very excited about the fact that the Federal
Government owes money to the Federal Government.

We are talking about money that is being held in these trust funds,
primarily, and if we did not have the trust fund, if we wanted to, any
time we thought they were in troul)le, we could do what the administra-
tion is trying to get us to do with Social Security right now-just tell
the Federal Reserve to print up some more dollars and send them over.

I do not like that approach, because I like to kee) the pressure on to
pay for what we are doing. But in the last analysis, when you are
talking about a privately held debt, the debt that tie Federal Govern-
ment holds, is tho t not pretty much a debt that the Federal Govern-
ment holds to itself?

Secretary BLUMENTHAL. I believe that the figure is probably in
here. I have not had a chance to study it. It is about 37 percent oif the
debt is owed to Government entities. I guess you have 24 percent
here which is owed to individuals. Then, of course, you have some debt
owed to foreigners.

So you are quite right that the percentage of privately held and
owed is only a quarter of the total.

Senator LoNG. It is the debt that you owe to the other guy that
you have to pa%, but if you owe it to yourself, you can pay it at any
time you feel li e it.

Secretary BLUMENTHAL. I do not think that that is an argument
for having an unbalanced budget; unless there are circumstances
beyond your control, I think you still ought to not have to borrow atall, ideally.

Senator LoNG. Who is the fellow in charge of managing the Social
Security Trust Fund? Is that not you.

Secretary BLUMENTHAL. I am one of three, yes.
Senator loo. Who else is there with you?
Secretary BLUMENTHAL. The Secretary of Labor and the Secretary

of Commerce. We are joint trustees.
Senator LoNG. Do you not feel a lot more comfortable about a run

on the bank at the time you are sitting at both sides of the table, one
representing the Government and one representing the people to
whom the money is owed?

Secretary BLUMENTHAL. Yes, I do.
Senator LoN-. If you look at the privately held debt and you relate

it to the gross national product, you go back to 1945 when we were
compelled to borrow a huge amount of money, a lot of it from ourselves,
in order to finance the war effort. At that point, the gross national
product-well, let. us put it the other way. The privately held debt
was 107 percent of the gross national product; today, it is 23 percent
of the gross national product, less than one-quarter of w-hat it was
then.

I ask you, does that not represent progress? Do you not feel more
secure that what we owe to our citizens, plus anybody else who holds
some of our bonds, is one-quarter of what it was at the end of World
War I?
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Secretary BLUMENTHAL. I think that these figures are very impor-
tant. I agree with you that they represent progress in a certain way,
and clearly it has to be related to current dollars and to the GNP.
I do think, however, Mr. Chairman, that what worries me is that a
well-run budget probably should go some years with surpluses and
some with deficits. What worries me is that there have been so few
years in a good many that we have had any surplus at all. That really,
the trend towards deficit has become almost a fixed thing.

Where the total amounts clearly have to be seen in the perspective
that you indicated, I would like to see a little bit more variation in the
trend.

Senator LONG. I agree with that, Mr. Secretary, and 1 want to see
this administration propose a balanced budget, as the President has
promised, by the en of his administration.

At the same time, is it not true that if this economy is going to
expand, the money supply must expand along with it?

secretary BLUMENTHAL. Yes.
Senator LONG. in the last analysis, what is the money supply

except a debt that somebody owes to somebody else? Even the money
I am carryg today in my pocket I subsequently learned is a debt
that somebody owes to somebody else; it is a debt that the govern-
ment owes to me, for example.

Secretary BLUMENTHAL. I agree.
Senator LONG. And it has been my impression that if you look at

your public plus your gross debt, the public less Ihe private debt, it
looks as though if your money supply is going to expand along with
your economy, then that money supply has to expand with it.

Here it is on table 2. Let me see. Actually, I wvas looking for the
figure that gives us the public and l)rivate debt which is over $3
trillion. What page is that on in these reports? Net government and
private debt. '1 able 4; would that be it?

Secretary BLUMENTHAL. 'able 4.
Senator LONG. The estimated net delbt, net government andl private

debt by major categories, thle latest figure at the bottom of the
column, if that is the right column, $3,350,000,000,000. Is that correct?

Secretary BLUMENTHAL. That is correct, sir.
Senator LONG. When you look at the debt that is owed in the country

and look at how much is owed by one person to another and the
Government to people, we see that only 15.4 percent of the overall debt
is the Federal debt.

Secretary BLUMENTHAL. That is correct.
Senator toNe. That debt related to gross national product is only

a quarter of what it was at World War I1 at the high point. Further-
more, if you look at the things that have increased, there is a big
increase.

Secretary BLUMENTIIAL. State and local.
Senator LONG. Take a look at corporate.
Secretary BLUMENTHAL. That is right.
Senator LONG. In other words, if you go back and compare that to

the same year-I say, let's compare it to 1945-corporate debt back
in 1945 was $85 million. Now it is $1,496,000,000,000, almost one-half
of the total public and private debt.

9.6-385-77---
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It would seem, to me if we are talking about something that we had
better be worried about, it would be in this corporate area. If the
corporations in this country which are major employers should find
themselves on the ropes, then we could be in trouble from a completely
different direction, coull we not?

Secretary BLUMENTRAL. We could. You are pointing to a very, real
problem. I see it is one that I certainly have been urging that you
address and as a part of the tax reform.

Senator LoN. I am concerned about the national debt, because
that is something that we should be concerned about in this committee.
But if I were to be worried, 1 would be worried about that corporate
debt. It would not take much to l)ut a -lot of these corporations on the
ropes, in my impression. What is your impression of that?

Secretary BLUMENTHAL. That 'is true. The debt equity ratios of
many corporations is too high. They have not had access to the equity
markets in the way that thley should, and that could be a problem.

- Senator LONG. That gets me to another point. If you go through
with what President Carter indicated he wanted to do where you sim-
ply change the way of taxing your corporate income to give them
more credit for the fact that it'has been taxed twice, to reduce the
burden of double taxation, would that not induce someppoeple holding
bonds to l)reler to trade their bonds in for equity positions in the
corporations?

Secretary BLUMENTHAL, That would be my expectation.
Senator LoNo. Would that not strengthe-n the equity position of

the corporations when they do that?
Secretary BLUMIENTHAL. It would.
Senator LoNG. Would that not reduce the overall debt structure of

the country?
Secretary BLUMENTHAL. It certainly would reduce the total amount

of private lebt by moving some of it'into equity aud capital.
Senator LON.I t seems to me, Mr. Secretary, as much as we stress

our Gqyrnment's debt-and we ought to kee, an eve on it; I want
to and it is a definite responsibility here-I think that those of us who
work in this Government should also look at the big picture; that is,
all the debt that is outstanding. We should look or the soft spots
where this economy can come tumbling down like HIumpty-Dumpty,
if we do not carefully watch it. We wou ld be well advised to give some
attention to the other part of it which I think is more serious at this
moment than the precise dollars and cents as to where we stand with
regard to this Federal Government's debt.

I think that people should come to realize that that corporate debt
is something that they have to pay in one respect or the other, because
it has to he asscd on to the consumer as a part of the price for his
l)roduct. Is that not right?

Secretary BLUMENTHAL. Yes.
Senator LoNG . In the last analysis, that is also a burden on the

citizens of this country. They are taxpayers. They (1o not pay as a
taxpayer, but they pay as a consumer when they buy the product.

Secretary BT.U.ENTIIAL. I only have one comment. I think your
analysis is'absolutely correct, Senator Long. I only have one footnote
to it, and( it is this: that the size of the Federal budget deficit and of
the total Federal debt is a matter of considerable concern to the
business community and to many businesses.
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It does have an influence, and an important one, in my judgment,
on their general level of confidence, When they see large I ederal
deficits, their level of confidence in the future anti economic stability
is somewhat reduced, and therefore their willingness to take the risk
to really scurry around for equity capital to make the investments
that will allow us to create those jobs is somewhat reduced.

So there is a relationship in what happens on tile private side to
what we (1o on the public side, andl it is for that reason where your
analysis is absolutely accurate. 1 think we need to be concerned to
keep the Federal debt under as much control as possible.

Senator LoNG. Mlr. Secretary, I think that I at one point asked
that a table be computed that would show where our gross national
product is, so we could compute it. at constant dollars and put it on
a per capita basis. We-could look at the number of people that we
now have in the country, put the gross national l)ro(luct in constant
dollars, and then you put it on a per capital basis.

It seems to me that that is the test of the pudding, where you really
stand. When I look at that-that is chart 9--and I looked (lown there
on chart 9 and see that when you come to the enli of the column,
second quarter 1977, you are showing a plus 4 percent for 1977, to
me, that means that the income of the American people, in real terms,
on a per capita basis, increased by 4 percent this last year. Is that
correct?

I am looking at table 9, "Changes in Per Capita Real Gross National
Product."

Secretary BLUMENTHAL. It is; the second quarter of 1977, as I read
the 4-percent figure, it is at an increase in the second quarter of 1977,
an annual rate of 4 percent in real terms from a year earlier.

Senator LONG. Mr. Secretary, you notice that we have years where
there is a minus. For example, 1975 was minus; 1974, minus; 1970,
minus. We have had years of zero growth: 1960, 1961, 1956, 1957.

It seems to me, if you come (town to the end of that column,
if you can report for your administration year by )ear that you
are showing in real terms on a; per capita basis a 4-percent or
better growth factor, we in Congress ought to be commending you
and commending the President and his administration for giving
this country good leadership anti for moving us into a golden age
where everybody can live better in this country, if we are making
progress that way.

The only question that I have is, are we spending that money
evenly enough so that everybody is getting the benefit of it? And'
frankly, I think you have (lone a fairly good job of it.

If you take it all put together, it looks to me like you are doing
a good job. I admit that some of the things have some shortcomings.
It did not make much sense to me to put all of this money out for these
CETA programs and then find that they have canceledl out the red-
eaps to help ladies take, their bags off the train down here at Union
Station. That seems to me to not make any sense.

You would think if they were going to take all of that mone" for
public service jobs, they 'could pay somebody to help somebody, a
mother with a couple of children getting off the train, to help her
with her baggage. 'T'hat is some of the growing pains that we have in
the Government today.
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In the main, if we can put people to work usefully, where they are
needed, providing services as best as they can perform and show a
constant growth in this dimension, T would believe we would be do-
ing a great job for this country.

Thank you very much, Mr.'Secretary.
Secretary BLUMENTHAb. thank you.
Senator flYnn. Senator Long, I think, has opened up a very important

question as to whether the public debt is owed to ourselves. I think
it is a matter that should be fully explored, and I want to do that
with the Secretary.

I want to say that I think that Senator Long is the second best
chairman that 'this committee has ever had, but I find myself in
substantial disagreement as to the public debt.

Senator LoNo. If the Senator would yield to me, I am talking
about thel part that the Federal Government owes the Federal Govern-
ment, the part that you are holding in those trust funds. If that is not
a debt we hold to ourselves, I would like to see one.

Senator Byim. It is a debt that we owe to the social security recip-
ients, and I think that is equally important as to what, we owe to the
private investor. The ownership of the public debt as of November 30,
1976, is as follows: Private ownership, $417.5 billion, or 63.6 percent;
the public ownership was $238.8 billion, or 36.4 percent.

And if you break down these figures, you will find that, the coin-
mercial banks held $100 billion, the individuals have $29 billion, the
life insurance companies have $5 billion, and we get down to the.
corporations have $24 billion, State and local general funds have $32
billion, and so forth. If these debts are not honored you would have a
catastrophe.

Incidentally, foreigners as of June 1977 held $S6.8 billion of U.S.
bonds, foreign ownership of our debt is another question that I want
to get into at a later time, but I will now yield to Senator Roth.

Senator ROTIL Thank you, Mr. Chairman.
First, with the chairman's permission, I would like to have him

insert at this )oint in the record some remarks by Senator Curtis.
[The statement of Senator Curtis follows:]

STATIOMENT OF SENATOR CARL T. CURTLS

Mr. Chairman, I support the request of the administration to increase the
temporary debt ceiling. Ve do not have a bill before us because the House of
Representatives has been struggling with the debt limit bill. In my opinion, to fail
to raise the debt limit Is not a matter of economy. Rather, it is simply the au-
thority to pay for the Government to borrow money to pay obligations already
incurred.

'Most of us realize that the litmus test of fiscal responsibility is not how one
votes on a measure to permit responsible management of tWe public debt; it is
how one votes on the scores of authorization and spending bills that come before
any Congress. Those are the measures by which we are tested and should be judged
in light of whether we are fiscally conservative, not on h.w we vote on the matter
of the debt ceiling.

It is difficult for me to understand those Members of the House and Senate who
have supported vast expenditures for everything under the Sun, but who now
contend that the government t may not borrow money to pay its debts.

I notice that Congress haslrecenitly|'approved:adeficit for the next fiscal year of
approximately $61 billion. This action can only invite more growth in Govern-
inent, more spending, more taxes, and more inflation.

Inflation can occur only when money increases in supply relative to goods and
services. Given the institutional structure of national economic policy, only Govern-
ment can cause this to happen.
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If Government's expenditures are in excess of its revenues from taxation, it has
a deficit in its budget. The deficit must then be financed by borrowing. The Govern-
ment has two sources from which it can borrow: it can borrow from the private
sector of the economy and it can borrow from the Federal Reserve System.

We must also nt forget that the extent to which privatetcapital Is transferred
out of Investment and into consumption is understated by the size of the Govern-
ment's deficit, because the borrowings of the off-budget agencies are not even
included. Furthermore, in addition to the private capital formation which is pro-
empted by Government borrowing, an enormous amount of private capital has
been destroyed by the Government's Inflationary policy. Profits have been over-
stated and thus overtaxed, and the decline in the market value of the stocks listed
on the New York Stock Exchange is directly related to the uncertainty caused
by inflation. The decline in the stock market has prevented firms from raising
capital through new stock issues. Thus, the negative impact of the Government's
deficit on private capital formation Is greater than the size of the deficit might

Ur. Chairman, while we may express our concern over the amount of future

Federal s ending, we can do nothing about the levels that have currently been
planned. T'hu, it would be irresponsible for this committee to deny the Secretary
of the Treasury the authority to borrow to finance the anticipated deficit for the
coming fiscal year.

Senator ROTH. I will be fairly brief, \Ir. Secretary, but I would like
tofgo back to some of your answers to Chairman Byrd.

fow so you really characterize the health of our economy today?
Do you think it is strong? Do you think it is weak? Do you think it is
really charaterized by uncertainty?

Secretary BLUMENTHAL. I would characterize the current situation
of our economy, to. be good, but not excellent, and characterized by
some uncertainty.

Senator ROTH. You do not feel any other steps are needed today to
insure expanding economy and expanded job opportunities.

Secretary BLUMENTHAIL. I do not )elieve that other than the budget
decisions that have already been made th~it any special stimulus pro-
gram is needed at this time. We are-the administration is looking at
particular programs particularly directed towards helping urban
problems and for the employment of youth, but the general sort of
macroeconomic additional stimulus programs are not warranted in my
judgment at this time.

Senator ROTI. To the extent that you are looking at anything at
this point, it would be additional spending programs possibly in the
urban area?

Secretary BLUMFNTIAL. Within the context of )udget recommenda-
tions for fiscal 1978 that we have made, they would not be additional
to it. I do not think that we should compensate at this point by a
larger deficit or more spending in fiscal 1978 than is contained in the
congressional budget resolution.

Senator ROTI. I certainly agree, Mr. Secretary, as far as spending.
But I have a great deal of concern about the direction this economy is
moving. There are a number of economists, both of the somewhat
liberal persuasion like Mr. Heller, whom I know you know well, and
people like Mr. Greenspan, who is more conservative in his approach,
who feel that it is extremely important right now that we have a tax
cut. These economists believe that if we are really going to try to get
this country moving again, if we really are going to be able to start
suppllying some meaningful jobs in the private sector for the young
and the unemployed, that the time has come for a major, across-
the-board tax cut.
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I take it you do not feel that is necessary today?
Secretary BLUMENTHAL. It is a question of timing, Senator. I do

anticipate that the President will be sending up very shortly a proposal
for major tax reform, which will include a cut, both for individuals as
well as for business.

I certainly hope, and will work vigorously, to encourage Congress to
take a look at this proposal and hopefully to enact it in the course of
next year. If that can be done, then I think the kind of cut that some
of the economists have suggested, will come in good time. If there should
be a delay-of course, we may run into some difficulty-but it under-
lines the importance of the tax legislation that will be coming forward.

I would not want to recommend that a cut be made now.
Senator ROTH. That bothers me very much. I think it is the wrongapproach.L~ast spring, when we were discussing the economy and the so-called

tax rebate there was talk that the administration was going to have a
tax cut this fall. Now you are talking about next year, and in all candor
as you well know-at least, if we can believe the reports that we read
in the paper-your tax package is going to be a very controversial one.

I am not saying it is not going to be a good one, 'but it is going to be
very controversial. It is g6ing to propose a lot of changes that are
going to mean a lot of differences to business and(l different interests,
and it seems to me that, at best, you are being very optimistic in
assuming that that kind of tax package can get out in 1 year. Maybe
it can; maybe it should. But I urge, and would recommend to you as
a key member of this administration, when you have people like Mr.
Heller and Mr. Greenspan and many other people saying we need a
general tax reduction now, I would hope that you would go back to
the drawing board and give that careful thought.

Let me ask you one further question. You say that there is some
uncertainty. In view of the fact that a number of people feel they need
a general tax reduction right now, does it bother you in any way that
we are talking about a new tax program-wve characterize itas an
energy program, but it is actually a $40 billion tax increase?

What kind of impact is that going to have on the growth of the
economy?

Secretary BLUMENTHAL. I think that the need for an energy policy
has been so evident for so long, and I think that the uncertainty that
we experience now is really one of rather longstanding, and I would
have said that until the President proposed his energy, program, to
some extent the uncertainty was engendered by a feeling among the
business community that we were not tackling our energy problems
in a forthright manner.

The energy program that the President has proposed that stresses
conservation and, I think, also production, does involve a number of
tax changes andi clearly while these. are being debated in the Congress
there is uncertainty about the precise outcome. But that is a necessary
period to go through in order to get a policy going g.

And I would think if I were a businessman stiff, I would be some-
what reassured that the country is facing this issue and dealing with
it in a forthright iaanner, and it would not give. me great concern
because the general thrust, I think, of what will be approved by the
Congress should be pretty well known by now. It may change in its
details, but the basic thrust, I think, is pretty well known.
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I would not say that that should cause additional uncertainty. It
really provides opportunities. If I were still in business, I would have,
over the last 6 months, perceived all kinds of opportunities for our
company to move into and to do some development, take some risks,-
because I can see which way we are moving.

Senator ROTH. I think that the President is to be congratulated for
trying to highlight and make the public aware of the seriousness of
the energy picture. But in all candor, as was brought out in the meet-
ing of the full committee yesterday, the so-called energy package
would take an enormous amount of money out of the economy, and
in my judgment, would do nothing in the way of supply, an(l very
little considering the long-range impact. We are talking about taking
$90 billion out of the private sector during the next 8 years.

I think the reason it is in such bad difficulty, the tax equalization
and some of the other provisions, is that people on both sides of the
political aisle find that, No. 1, it is creating uncertainty as far as the
economy is generally concerned, and second, it is not doing much
about the energy crisis itself.

So that while I congratulate the fact that this administration has
done a good job of emphasizing and underscoring the problem, it
does bother me very much that the administration is not willing to do
anything about a general tax reduction. What we are really talking
about, and appear to be talking about, is a very substantial tax
increase.

Some of the proposals now are for $11 billion in 1 year. That is
cause for concern, Mr. Secretary.

Secretary BLUMEN'rAL. Let me make one final comment, Senator.
I think that it should be said, in all fairness, that the l)roposals that
the President made, you may or may not be in full accord with all
asl)ects of them, did involve a rough balancing over the period involved
of outlays andl expenditures of some, I think, $50-some billion.

'There was no intention of taking money out of the economy without
putting it back in. There is legitimate room for debate of whether it is
being taken out of the right places and being put back in the right
way, but it really was not intended to have any negative impact in
terms of imposing taxes that would not be returned.

Senator ROTH. In all candor, a good portion of the program is in-
come transfer, and to me, one of the most critical parts of it, as far
as I can see, has been "let's soak the middle class" again. That bothers
me, from that standpoint.

Thank you, Mr. Chairman.--
Senator BYa. Senator Gravel?
Senator GRAVEL. Mr. Chairman, I would like to make a comment

on one thing and then ask a question. The comment relates to state-
ments made by yourself and the Senator from Louisiana.

I think it should be distinguished when we have debt whether or not
the debt is productive in nature as opposed to consumptive in nature.
I think when we are talking about corporate debt, by and large that is
characteristically productive. Part of the individual debt is certainly
productive. Most of it is really consumptive. Government is part
consuml)tive and part productive.

With that aside, though, I am personally more interested, Mr. Sec-
retary, if I could elicit from you some general comments as to the
impact of the unusual balance of payments that we have been ex-
periencing this year.
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Do you s any-ireas of possible relief? Our agricultural capability,
the bloom is off of that benefit. The thing that I notice that ishlapppn-
iiliT the balance of this year and the first part of next year is going
to be the Alaska pipeline which will make a substantial contribution
in offsetting balance of payments.

What is the impact of this on the economy? How serious do you
think it is and is there anything on the horizon other than the Alaska
Pipeline that can render some succor in this regard?

Secretary BLUMENTHAL. I think- clearly a situation in this regard
in which we have a large balance-of-trade deficit and a large corre-
sponding deficit on current account, somewhat smaller, but still
substantial, is a serious matter. It is not a dramatic thing in terms of
the overall size of the economy and. indeed the economy has been
growing satisfactorily and has been quite stable in the face of this
increase, but it is a serious matter. Certainly it is important to us, as a
leading economic power in the world to see stability in the international
financial markets.

The dollar is the primary currency. The stability and strength of the
dollar is affected, at least psychologically, by the existence or absence
of large imbalances. Therefore, it is something we need to be very
concerned about.

What are the reasons for the largo increase in this imbalance on
trade? More than half of the increase in the imbalance from last year
to the-§m-t- half of this year was accounted for by the increase in our
oil import bill. The rest of it is a result in a greater imbalance on
manufactured goods. It is offset a little bit by increases in our earnings
on invisibles, and the remaining current account deficit is covered by
a variety of inflows on capital account.

We have got to work on this problem on several fronts at the same
time, and we certainly intend to do so.

We clearly have to work to reduce our oil import bill. 'Thie energ
program-I hope that the Congress will pass a tough one-even With
the changes that will be made should, within the next couple of
years, have 6 beneficial impact.

I certainly hope that this program, in whatever shape it is passed,
is not the end, but the beginning, or our efforts to achieve greater
self-sufficiency in energy; and that production will be increasingly
stressed, production not only of oil, but of other sources of energy-
more money put into R. & D. to develop) new sources of energy, and
to reduce our dependence on foreign oil and on oil imports.

The flow Df the Alaska oil clearly will be helpful. 1r hope that they
can repair that pumping station relatively quickly, Iecasue that is
going"omake some difference. I think the question of how much oil
we put into our strategic stockpile, and how quickly, is also important,
because that would influence the total oil import bill that we have.

We are looking at a variety of measures to improve our trade
imbalance. We are going to be ste)ping up, and are stepping up
substantially, the operations of the Export-Import Bank in order to
encourage American exports as much as possible.

But what we cannot (10, and let's be very careful about this, is to
allow the situation to cause us either to panic or to yield to the
temptation of protectionism. That would be a self-defeating thing, and
and other nations would simply follow suit.
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I would therefore conclude by saying that there is no easy answer
to this. We cannot solve this problem from one year to the next.

I think that with a strong energy program, and a continuing one,
going beyond what. the Congress is considering now, in subsequent
years, the effects of that, together with the growth of other economies-
I guess I should make that point. Part of the reason for the imbalance
at the present moment is due to the fact that we have been growing
more rapidly than other countries have, and therefore we have been
sucking in more imports into this growing economy while other
countries are still struggling with weak economies and stabilization
programs, in many of our traditional major -markets, like Canada,
or example, and the Latin American countries, particularly Mexico

and Brazil. As these countries improve, as their economies accelerate,
there is a direct relationship in terms of U.S. exports. The imbalance
of these countries clearly have made themselves felt in our numbers,
as they move along and catch up with us.

As to the Europeans, I think that we will see some improvements
next year and beyond. 'The recent programs of additional stimulus
by both Japan and the Federal Republic of West Germany, two
strong economies with current account surpluses-those programs of
stimulus, meaning more imports for them, will benefit us, both
directly, because we can export more to them, and indirectly, because
other countries to whom we sell, will be able to sell more to them. All
of that will have a positive iml)act.

When you add those things together, I think we can look forward
toward not a quick improvement, but a gradual improvement, and
it is something that we are really working at every day, to bring that
about.

Senator GRAVEL. Thank you, Mr. Secretary. I think I share your
concern and the same conclusion, that we do not have any one,
single, large item that will alter the situation other than energy
diminution.

I might note that as we came out of the recession earlier than the
others, that raised our al)petite for more oil. As we export more, which
is what you were talking about, which is probably an area to offset
this loss, as we export more, we are goig to continue to grow more
and need more energy, and so that means more oil.

So conservation, hich is another facet of the program, flies in the
face of it. So we may be locked into a syndrome, and the balance may
be $1 or $2 billion a month. I hope that is not the case, but if that
did turn out to be the case, that is the area of balance that we are
looking beyond our needs from the energy point of view.

If .ou transfer it into a balanced point of view, $1 or $2 billion a
month, then we have something serious to which the Senator from
Virginia alluded earlier. As foreigners acquire more and more of our
debt instruments, a phenomenon that is going to occur hero at some
toint as a result of that control, we can work with our own economy,
but in the international economy, we do not.

I think you share that same concern. I think we are all going to
lean as we see where the balance sort of fixes itself on somewhat
of a permanent basis. But this year, I think, was the beginning of the
serious period with respect to balance of payments.
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I recall talking to Secretary Simon in a similar situation. He was
very complacent, nothing to worry about, it will be offset by our
agriculture. That does not seem to be the case for the future, that we
will have anything that will significantly offset. So it is how we handle
that, that will rest a great deal with you and your international nego-
tiations and relationships on a personal basis with other areas.

If we ever had an international monetary panic, how long would it
take all of the various political energies in the world to come together
<n a proper mechanism in the face of such a panic?

Secretary BIUMENTHAL. As you know, Senator, there are the annual
meetings of the Bank and Fund which are starting this weekend, and
there will be a great deal of discussion about that. Finance Ministers
from many, many countries will be in town, and this is a matter that
should be considered.

I failed to mention the agricultural situation. One thing thataggravates our present imbalance is there are fortunately good har-
vests in most of the world, so that our agricultural exports are not
likely to be growing over the immediate future. This is not likely to be __
the case every year, and obviously, we can look forward over the longer
term to some positive contribution on that side.

A s you say, however, I do not think that is really the basic answer
to the problem.

Senator GRAVEL. Thank you, Mr. Secretary.
Senator BYRD. Mr. Secretary, Senator Gravel alluded to, as I did

,earlier, the $86 billion of U.S. bonds which are held by foreign sources.
Is that cause for concern?

It is not clear in my own mind as to whether there is a cause for
,conoern. Does this ownership pose a problem for our domestic
,economy and our position of world leadership?

Secretary BLUMENTHAL. I really do not think so, Mr. Chairman. I
think that it is pretty well regularized.

You could argue, and I think with some justification, that it gives
the iilders of these U.S. Government sectirities, of these foreign
entities, a pretty good stake in the growth and stability of our economy,
because they are dependent on it to a large extent and in a way, you
can look upon it as a vote of confidence in the U.S. economy. Rela-
tively speaking, it seemed one of the strongest and most productive
ones in the world, that they are willing to put this kind of money here.

We are not concerned with this. We feel it is the regular market.
When we have to borrow on it, at times they participate. There has
been no sharp or sudden withdrawals. rhee things are handled in a
very regular manner, and obviously we are watching it carefully.

We (o not see that there is any great cause for concern, given these
amounts.

Senator BYRD. Do you have a list of countries which own the U.S.
securities?

Secretary BL.MNENTHAL. I do not have it with me, but we do know
from what parts of the world, in what parts of the world, this debt is
held, yes.

Senator BYRD. In regard to the national debt, do you agree with the
assertion that we owe it to ourselves?

Secretary BLUMIENTHAL. Yes, I do, in a sense that a portion of it-
I think Seinator Long's analysis of it is correct-a portion of the debt
held by private individuals in fact means that one set of individuals
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owes it to another set of private individuals, and the interest that is
paid i- paid from one group of people, from the taxpayers, if you
will, to those that hold the debt, an( it stays within the general do-
mestic economy.

Scnator BYRD. Of course it stays within the domestic economy,
except for the $86 billion which 'is owed to foreign governments.
This debt goes outside the United States.

I am glad you brought up the question of interest. The figures
that I have-and you can correct me, if it is in error--show that
with the new bud get for fiscal year 1978, and with the contemplate(I
increase in the (left-ceiling which we are considering today, the tax-
paver will be )aying $46 billion in interest charges on the et.

secretaryy BLUM . AJM. TnL. 'That is correct. It isq $46 billion or $48
billion; it is $46 billion.

Senator BYRD. If we take the view that we just owe the national
debt to ourselves, I think that would play havoc with the commercial
banking system of our country-if we take the cavalier approach that
the debt is not important because we owe it to ourselves.

What about the State and local governments, who own Govern-
ment securities, the pension and retirement plans, and all the other
private investors owning our debt? The debt is not owed to ourselves
butt to certain segments of our population. I don't own any of the
debt but millions of citizens do, as do banks, pension plans, companies
and local governments would.

It seem,; to me it plays havoc with our Nation if we. arrive at the
conclusion that we owe the debt to ourselves, so we do not need to
worry about the national debt.

Secretar- BLUMENTIAL,. I certainly do not say that we do not
Heed to worry about it. I do not know whether 'Senator Long was
really trying to say that earlier. I think to the extent to which he
tried to put it into perpective was to say that the federal debt is
composed, is owned, or owed to, various different elements, and that
each one of these must be analyzed and seen for what it is.

I think that that is a useful distinction that needs to be made, and
also to put it into perspective of its relationship to the total GNP
on a per capita basis.

But I think where it is owed to foreigners, and just generally in
terms of fiscal responsibility, I think that it is an important and
serious matter, and I certainly feel that way.

Senator BYIum. I know thia you have atuother-6ommitment, and I
do not want to hold yon up. I do think that this matter is one that
should be explored in more depth than we have had an opportunity
to do this morning, and I wonder if I might have a commitment from
you that if we could work out another (late so that we might go into
ihis aspect of it a little more thoroughly.

Secretary BLUMExT'rHI,. Certainly. f would be willing to do that,
Mr. Chairman.

Secretary BYRD. Senator Gravel has a question.
Senator GRAvEL. There may not be enough time for you to re-

spond to it; maybe you could do it in writing, and I was alluding to
it when my time ran out.
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The relationship between the balance of payments deficit and the,
debt. I wonder if there is some kind of a correlation there, where one.
impacts upon the other. I do not think I fully understand how they are
interrelated.

If you would like to respond in writing instead of verbally and save
some of your time now and go into more depth with that, I would
appreciate a response.

Secretary BLUMENTHAL. There is some relationship between the bal-
ance of J)ayments, between the current account, between the balance
of trade, and the debt, and I will be glad to )rovide our analysis of.
that in writing.

Senator GRAVEL. I would appreciate it.
[The following was subsequently supplied for the record:]
The deficit in our international payments on current account (i.e. on trade-

plus invisibles) tend., in general, to increase the supply of dollar funds available
for investment in the United States, in one form or another, by foreign private
or official holders.

This effect is particularly direct and clear cut in the case of that substantial
part of our present trade deficit representing our increased l)aymnt.4 for oil
Imports-which has contributed directly to the large pa)ments sur)lu.4, not
Currently spendable on goods and services import., accumulated by the 01P1-C
countries. Those countries, in turn, have invested a large fraction of their surplus
accumulations In the United States, including quitb substantial amounts in both
Treasury bills and marketable Treasury bonds and note.

To the extent that the non-oil portion of our current-account deficit may al,o
be reflected in official accumulation of dollar assets in the United States b% the-
monetary authorities of various non-OPEC countries (rather than in pIivate
capital Investments by foreign banks or other private investors), these non-OlPEC
monetary authorities also tend to invest significant portions of their dollar hold-
ings in short- or long-term marketable Treasury securities.

At the same time however, the amounts actually invested by official or private
foreigners in U.S. treasuryy securities at any particular time aure, of course, also
subject to a great many factor other than the U.S. balance of I)ayments position-
including the country distribution of payments surl)luses and deficits among
foreign countries and a variety of capital and money market factors affecting
both the two way movement of private investment funds between the U.S. and
foreign countries and the relative attractiveness to foreign dollar holders of
Treasury securities versus other capital and money-market Instruments, including
bank certificates of deposits.

Senator BYlRD. I would like to ask for a piece of information in that
regard. I have figures giving liquid liabilities to foreigners, Deceni-
ber 30, 1970, at $47 billion and then on November 30, 1976, liquid
liabilities to foreigners was $144.7 billion.

If I could get front you the corresponding figure for December 31,
1976 and for June 30, 1077.

Secretary BLUMENTHAL. We will supply that, Mr. Chairman.
[The following was subsequently supplied for the record:]
Requested later figures on liquid liabilities to foreigners are as follows:

Billions
December 31, 1976 ----------------------------------------- $151. 3
June 30, 1977 .---------------------------........................ 163. 7

Source: Treasury Bulletin, August 1977, p. 87.

Senator BYRD. In concluding, I want to say again, that in analyzing
the national debt, we find that it has double( in the 8-year period
ending with fiscal year 1978; also we find that, of the total national
debt, 50 percent wfil be accumulated in those 8 veals, and also we find
that the Federal fund's deficit for fiscal 1978 will be the highest in the
history of our Nation.
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Thank you, Mr. Secretary.
Secretary BLUMENTHAL. Thank you, rir.
IThe prepared statement of Secretary Blumenthal follows:]

STATEMENT OF IIo. W. MiCuAFL BLUMENTHAL

'Mr. Chairman and members of the committee, I am pleased to be hero today to
-assist you in your consideration of the public debt limit. As you know on Septem-
ber 30, 1977, 'the present temporary debt limit of $700 billion (enactedi on June 30,
1976) will expire and the debt limit will revert to the permanent ceiling of $400
billion. Legislative action by September 30 will be necessary, therefore, to permit
the Treasury to borrow to refund securities maturing after September 30 and to
raise new cash to finance the anticipated deficit in the fiscal year 1978.

In addition we are requesting an increase in the $17 billion limit (also enacted
June 30, 19760 on the amount of bonds which we may issue without regard to the
4,1 percent interest rate ceiling on Treasury bond istws.

Finally, we are requesting authority to permit the Secretary of the Treasury,
with the approval of the President, to change the interest rate on U.S. Savings
Bonds if that should become necessary to assure a fair rate of return to savings
bond investors.

DEBT LIMIT

Turning first to the debt limit, our estimates of the amounts of the debt sub-
ject to liniit outstanding at the end of each month through the fiscal year 1978
are shown in the attached table. The table indicates a peak debt subject to limit
of $780 billion on September 30, 1978, assuming a $12 billion cash balance on that
date. The usual $3 billion margin for contingencies would raise this amount to
$783 billion, thus requiring an increase of $83 billion from the present temporary
limit of $700 billion.

This $83 billion increase reflects the Administration's current estimates of a
fiscal 1978 unified budget deficit of $61.5 billion, a trust fund surplus of $13.1
billion, and a net financing requirement for off-budget entities of $8,5 billion. The
trust fund surplus must be reflected in the debt requirement because the surplus
is invested in Treasury securities which are subject to the debt limit.

The debt of off-budget entities which affect the debt limit consists largely of
obligations which are Issued, sold or guaranteed by Federal agencies and financed
through the Federal Financing Bank. Since the Federal Financing Bank borrows
front the Treasury, the Treasury is required to increase its borrowing in the
market by a corresponding amount. This, of course, adds to the debt subject to
limit.

As indicated In the table, it is assumed that the Treasury's operating cash
balance will be at $12 billion at the end of each month from September 30, 1977,
through September 30, 1978. On this basis, no net increase in the debt will be
required to finance the cash balance in the fiscal year 1978. We believe that our
$12 billion constant balance assumption is reasonable in light of current needs
and the actual balances maintained Iby the 'reasury in recent years. Over the
)ast decade, the Treasury's ci,,h balances at the end of each fiscal year have
een as follows:

Billion
1968 ------------------------------------------------- $5.3
1969 ------------------------------------------------------------ 5. 9
1970 -------------------------------------------------------------. K 0
1971 -------------------------------------------------------------- 8
1972 .----------------------------------------------------------- 10. 1
1973-------------------------------------------------12: G
1974 ------------------------------------------------------------ 9. 2
1975 ------------------------------------------------------------ 7. 6
1976 ---------------------------------------------------- 14.8T.Q ------------------------------------------------------- ------ 17. 4

The need to carry larger cash balances in recent years reflects the overall growth
in Go'ernnent receipts and expenditures. Also, there is a heavy drain in cash
from governmentt .xpenditures in the first half of each month, and thert, is a sharp
increase in cash from tax receipts in the second half of the tax payment months.
Thus, large month-end cash balances, which otherwise might he uised to pay off
.debt, are esentihl to the efficient management of the Government's finances.
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Our $83 billion estimate of the required increase in the debt subject to limit
through September 30, 1978 is $8 billion higher than the $75 billion increase rec-
ommended by the lhouse Ways and Means Committee in its report of August 4,
1977. Also a $75 billion Increase was approved in the second concurrent resolution
on the Frederal budg t for fiscal year 1978, which was adopted by the Congress or
September 15, 1977.

As indicated in the table attached to my statement, the $775 billion limit rec-
ommendled by the louse Committee and tipproved in the concurrent resolution
Is expected to be reached by August 31, 1978. Thus, if our estimates prove to be
correct, the Treasury may have to maintain lower than desirable cash balances In
September 1978 to s'tay within the $775 billion limit or come back to the Congress
to request that a further increase In the debt limit be enacted perhaps a few weeks
earlier than the proposed September 30, 1978 expiration (late. However, in view
of the fact that Congre.sional action on the debt limit must be completed by the
end of next week, I urge your Committee to agree to the $775 billion limit recommi-
mended by the House Committee.

BIOND .MTIOItTY

I would like to turn now to our request for an increase in the Treasury's author-
ity to Issue long-term securities in the market without regard to the 4i percent
statutory ceiling on the rate of interset which may be paid on such Issues. We ore
requesting that the Treasury's authority to issue bonds (securities with maturities
over 10 years) be increased by $10 billion front the current ceiling of $17 billion
to $27 billion.

As you know, the 4I percent ceiling predates Worhl War I but did not become
a serious obstacle to Treasury Issues of new bonds until the niil-1960's. At that
time, market rates of interest rose above 4 percent, and the Treasury wIs pro-
cluded from issuing new bonds.

The Congress first granted relief from the 414 percent ceiling In 1967 when it
redefined, from 5 to 7 years, the maximum maturity of Treasury not(s. Since,
Treasury note Issues are not subject to the 4N lercmit ceiling ()1 bonds, this per-
imitted the Treasury to issue securities in the 5 to 7 year mnaturitv area without
regard to the interest rate ceiling. Then, in the debt limit act of March 15, 19776,
the nmaxinum maturity on Treasurs notes was increased front 7 to 10 years. Today,
therefore, the 4114 percent ceiling ai)plies only to Treasury issues with maturities
in excess of 10 years, and certain amounts hiave been exempted from this ceiling.
In 1971, Congress authorized the Treasury to issue up to $10 billion of bonds with-
out regard to the 4N percent ceiling. This limit was increased to the current level
of $17 billion in the debt limit act. of June 30, 1976. As a result of these actions by
the Congress, the Treasury has been able to achieve at better balance in the matur-
ity structure of the d(ebt and has re.established the market for long-tern Treasury
securities.

Today, however, Treasury has nearly exhausted the $17 billion authority. The
amount of unused authority: to issue bl'nds is $1 billion. Since the last incratkse in
this limit on June 30, 1976, the Treasurv has offered $61.2 billion of new bonds
in the market. This includes $2.5 billion Issued in the current quarter. While the
timing and amounts of future bond issues will depend on then current market
conditions, at $10 billion increase in the bind authority (which was. recommended
by the House Committee) would permit the Treasurv to continue its recent
F pattern of bond issues throughout fisAcal year 1978. We believe that such. Ilexibilitv
is essential to efticient management of the public debt.
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SAVINGS BONDS

In recent years, Treasury recommended on several occasions that Congress
repeal the 6 percent statutory ceiling on the rate of interest that the Treasury
may pay on U.S. Savings Bondq. The 6 percent ceiling rate has been in effect
since June 1, 1970. Prior to 1070 the ceiling had been increased many times. As
market rates of interest rose, it became clear that an increase in the savings bond
Interest rate was necessary in order to provide investors In savings bonds with a
fair rate of return.

While we do not feel that an increase in the Interest rate on savings bonds is
necessary at this time, we tire concerned that the l)resent requirement for legis-
lation for each increase in the rate does not provide sufficient flexibility to adjust
the rate in response to changing market conditions. The delays encountered In
the legislative process could result In inequities to savings bond purchasers and
holders as market interest rates rise on competing forms of savings. Also, the
Treasury ha. come to rely on the savings bond program as an important and
relatively stable source of long-term funds, and we are concerned that participants
in the payroll savings plans and other savings bond purchasers nightt drop out
of the program if the interest rate were not maintained at a level reasonably
competitive with comnparable forms of saving.4.

Any increase In the savings bond interest rate by the Treasury would continue
to be stubjrect to the provision in existing law which requires approval of the
President. Also, the Treasury would, of course give very careful consideration to
the effect of any increase in the savings bond Interest rate on the flow of savings
to banks and thrift Institutions.

The House Vays and ,Means Committee deferred to a later date consideration
of our August 1 request to that Committee that the (6 percent Interest rate ceiling
on savings bonds be repealed. In view of the need for the Congress to complete
action on the debt limit next week I am not requesting that the House bill be
amended to repeal the interest ceiling on savings bonds. However, I urge the
Congress to consider our request on savings bonds at an early date.

To sum up, 'Mr. Chainnan, I recommend that the Senate agree to the hIolie
bill, which would increase the debt limit to $775 billion through September 31)
1978 and would increase to $27 billion the authority to issue bonds without regard
to the 4', percent ceiling. I understand that the full House will take up the bil
this week and probably recomnniend a slightly lower debt Hiuit than $775 billion.
In light of our timing problem, I urge you to support au increase in the debt
limit of this al)proxiniate magnitude

I will be happy to try to answer any questions regarding these requests.

PUBLIC DEBT-SUBJECT 10 LIMITATION, FISCAL YEAR 1977

lBased on budget receipts of $358 billion, budget outlays of $404 billion, unified budget deficit of $46 billion, off.budge
oudlelys of $10 billioal

ln billions of dolIlaisl

Public debt With $3 billion
Operating subject to margin fo

cash balance limit contingencies

Actual:
1976:

Sept0 ............................. ............. $17.4 688.8.........So..2 .................................................. .... ...0.
12.0 638.7...........

Nov. 30 ................................................. 8.7 645 $
Dec.31 .................................................. II.7 654

1977:
Jan. 31 .................................................. 12.7 655.0 ..............
Feb. 28 .................................................. 14.6 664.5 ..............
Mar. 31 ................................... ............ 9.0 670.3 .............
Apt 29 .............................................. 17. 8 67.2 ...........
May 31 ................................................ 70 673.2 ..............
June 30 ................................................. 16.3 675.6 ..............
July 31 ................................................. 10.2 675.0 ..............
Au. 31 .................................................. 7.1 686.3 ........... ..

(stimated: Sept. 30 ............................................... 12.0 696.0 699
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PUBLIC DEBT-SUBJECT TO LIMITATION, FISCAL YEAR 1978

IBamsd on budget receipts of $401 billion, budget outlays of $463 billion, unified budget deficit of $62 billion,
off-budget outlays of $9 billionJ

[In billions of dollars

With $3
billionmargin

Operating Public debt for
cash subject to contin.

balance limit agencies

Estimated:1977:
s t.30...................................... $12 $696 $699

oct.31 .................................... .. ... . "708 711Nov. 30 .................................................. 12 716 719
Dec. 30 .................................................. 12 721 724

1978:
Jan. 31 .................................................. 12 720 723
Fob. 28 .................................................. 12 733 736Mar. 31 .................................................. 12 749 752
Apr. 17 .................................................. 12 757 760
Apr. 28 .................................................. 12 745 748
May 31 .................................................. 12 763 766
June 15 ................................................ .. 12 770 873
June 30 ................................................. 12 758 761
July 31 .................................................. 12 764 761
Aug. 31 .................................................. 12 775 778Sept. 29 ................................................. 12 780 783

Senator BYRD. Our next witness will he Mr. W. Bowman Cutter.
Mr. Cutter, would you identify your role with the Office of Manage-

lnent and Budget?

STATEMENT OF W. BOWMAN CUTTER, EXECUTIVE ASSOCIATE
DIRECTOR OF THE OFFICE OF MANAGEMENT AND BUDGET

M\fr. CUTTER. Yes sir, my title is Executive Associate Director of
the Office of Management and Budget.

Senator BYRD. I do not understand.
M1r. CUTTER. The title is Executive Associate Director of the

.Office of Management and Budget, and I manage that half of OMB
that organizes and develops the Federal l)udget.

Senator BYRD. Since 5 o'clock yesterday afternoon, we no longer
have a Director. What is the hierarchy in the 0MB at the present
timle?

fr. CUTTER. In legal terms, the current Deputy Director, James
Mcintyre, is now the Acting Director, and I report io him, as does my
colleague who is responsible for reorganization, Mr. a1irrison Wellford.

Senator BYRD. As I understand it., 0MIB is no\% headed on a
teln)orary basis, or perhal)s a l)ermanent basis, but at least for the
moment, on a temporary basis by Mr. Mcintyre.

Mr. CUTTER. Mcintyre; the previous deputy.
Senator BYRD. The previous deputy?
Mr!'. CUTTER. Y'es, sir.
Senator BYRD. What is Mr. Mclntyre's background?

Ir. CU'r' . Mr. McIntyre is a lawyer who was director of the
office of budget and planning in Georgla, I (1o not know the years,
during the major portion of President Carter's term as Governor and
current Governor Busby's term.

Senator BYRD. Then tnder him are two deputies, you being one?
Mr. CUTTER. For budget, and one for organization.
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Senator BYRD. What is your background?
Mr. CUTTER. My educational training is as an economist. My

professional career has been spent in corporate finance, and approxi-
mately a year ap I came into the Office of Management and Budget
with the administration, so I have been here since middle-January.

Senator BYRD. Prior to coming to the Office of Management and
Budget, what was your position?

Mr. CUTTER. I was assistant to the president of the Washington
Post, focusing on the business side of the Washington Post Co.,
engaged in corporate finance.Senator BYRD. How long were you with the Post?

Mr. CUTTER. I think a year, a year and a half. Prior to that, I had
been an economist at the Urban Institute.

Senator BYRD. What institute?
Mr. CUTTER. The Urban Institute, which is an economic research

institution in Washington. Prior to that I had been an executive of
Northwest Industries, a corporation in Chicago.

Senator BYRD. Your associate, Mr. Wellford, what is his
background?

Mr. CUTTER. I do not know. He is a lawyer. He was involved-I
think that he was a legislative assistant on the Hill, but I (1o not know
Harrison's background that well. lie was a legislative assistant to
Senator Philip H art before joining the administration.

Senator BYRD. I think it is important to know the background of
the present leadership of the office of Management and Budget, in
view of the changes made yesterday, because OMB is such a vitally
important agency of our Government. You say you are in charge of
the budget side of preparing the budget?

Mr. CUTTER. Yes, sir.
Senator BYRD. Have you begun work on the fiscal year 1979 budget

yet?
Mr. CUTTER. Yes, sir, our dates for reception of the budgets are

September 1 for small agencies and the 15th of September for large
ones. We are running a little bit ahead of last year in terms of agency
submissions. Most have been on time; there are a few late.

Senator BYRD. Of course, most of your work would be with the
Federal funds area, rather than with the trust funds. There is rela-
tively little that you can do insofar as the trust funds are concerned
is there?

Mr. CUTTER. Yes, sir, those programs are controlled more by legis-
lation rather than by appropriation, and what we can (1o with them
is limited on a year to year basis. We do suggest, as the need arises,
we to suggest legislative change. Your point is essentially correct.

Senator BYRD. As a practical matter, you are really working with
the Federal funds?

Mr. CUTTER. Yes, sir.
Senator BYRD. You work with the Federal funds area of the budget?
Mr. CUTTER. Yes, sir.
Senator BYRD. In that connection, as we discussed with Secretary

Blumenthal, in fiscal 1978, we will have the highest Federal funds
deficit in the history of the Nation.

Mr. CUTTER. I think that is correct.
Senator BYRD. It is correct.
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Mr. CUTTER. I think that it is worth pointing out. A large portion
of the change from fiscal year 1977 to fiscal year 1978 can be accounted
for by the economic stimulus package that President Carter
introduced.

Senator BYRD. That is correct. There is no doubt about that. The
President recommended additional spending.

Mr. CUTTER. Yes; and an additional set of tax reductions.
Senator BYRD. That is correct, but the fact is that you have, in

the Federal funds budget today, fiscal 1978, the highest deficit in the
history of our Nation.

Mr. CUTTER. That is correct.
Senator BYRD. This is some $18 billion greater, than the current

fiscal year.
Mr. CUTTER. That is correct.
Senator BYRD. Is that the way that we are going to get to a balanced

budget in 1981?
Mr. CUTTER. As the Secretary said, and I certainly want to second

his remarks, we are not, at OMB, ecstatic about coming up here and
reading these numbers to you.

We think that there were specific and good reasons for the change
in 1978. I might add parenthetically why that pattern looks as it is
because as the Secretary said, the President made the decision to
remove the rebates during 1977. But the President has, as the Secre-
tary has said, made quite a firm commitment to -move substantially
toward a balanced budget, and we anticipate the fiscal year 1979 budget
will reflect that.

Senator BYRD. So that the 1979 budget will be one which will move
substantially toward a balance, is that correct?

Mr. CUTTER. We would hope, and intend to begin that trend; yes,
sir.

Senator BYRD. In looking over the outlay figures for previous years,
the budget for fiscal year 1976 was increased 13 percent over the
previous year; for fiscal year 1977, it was increased 11.5 percent; and
for fiscal year 1978, it will be increased 15 percent.

Do you have a target figure, percentagewise, that you are aiming
at for 1979?

Mr. CUTTER. No, sir. It will be obvious that that trend line will
have to drop if we are going to move toward a balance, but we do not
start with a percent increase. We are doing it as the zero-based
budgeting procedures suggest, from the bottom up.

Senator BYRD. Do you think it is necessary to increase the debt
ceiling to the degree that is being requested?

Mr. CUTTER. Yes sir. As our numbers suggest, and as the Secre-
tary's do, we think that the debt ceiling will be in the neighborhood-
the anticipated debt subject to ceihng-will be in the neighborhood
of $780 billion by the end of fiscal year 1978.

The Secretary has indicated that he would accept and would urge
the committee to accept a number near, and presumably marginally
less, than the Ways and Means Committee has proposed. We suspect,
as does the Secretary, that barring any anticipated changes at the
moment, that the Secretary wou ( have to come back sometime
toward the end of August of next year, and therefore we support the
numbers that he has presented.



39

Senator BYRD. Are you pretty well convinced that the administra.
tion will submit a balanced budget for the fiscal year 1981? - "

Mr. CUTTER. I have been increasingly skeptical about the degree
to which that I can be precise about events 4 years from now, or 3
years from now. I can say this- -

Senator BYRD. You are only 2 years off from what you are working
on now. You are working on 1979.

Mr. CUTTER. Two fiscal years.
Senator BYRD. That is right. Two fiscal years.
Mr. CUTTER. In calendar years, I am now working in 1977 for a

budget that will end in 1981.
Senator BYRD. End in fiscal year 1981?
Mr. CUTTER. Fiscal year 1981, which would be the budget that the

President would propose in the last year of his first term. I think I
would associate myself entirely with the remarks of the Secretary
that we are committed to moving strongly in this direction, that we
feel, in terms of our examination and command over the expenditures
of the Government on the outlay side, that we have a firm grasp of
them, and we will be able to show quite a substantial progress.

One of the major uncertainties, as the Secretary indicated, is the
precise rate of growth of the economy: and therefore the precise level
of the revenues he can expect. So that, N. without being precise-simply
because I do not think I can be-I can say that it is what we regard

* as our task that the President has given us to move as strongly as we
can in that direction.

That is the commitment.
Senator BYRD. You are already working on the fiscal 1979 budget.

Are you using the zero-based budgeting procedure in that regard?
Mr. CUTTER. Yes, sir.
Senator BYRD. Do you see this as a method of saving Government

money?
Mr. CUTTER. I see it in a variety of w ays. It is a method that

enables us to see with a great deal of precision first, where the money
is going; second, alternative levels that programs could be carried out;
and third, the manner in which individuals would rank expenditures
if they had to place priorities on them.

Senator BYRD. Do you require them to place priorities?
Mr. CUTTER. Yes, sir, we (10.
Senator BYRD. I think that is good.
Mr. CUTTER. Choosing between their children is not the easiest

thing they (1o each year, but we do require that, and this is the first
year that that has been required.

I have learned in the last year that there is not a peinny in the Fed-
eral budget that the person who gets it regards as waste.

Senator BYRD. That is correct.
Mr. CUTTER. Therefore, I cannot say to you with a straight face

that we will come up and point out to you large amounts of Federal
expenditures about which there will be unanimous agreement that
we should do without. But I can say that we will understand the
budget-much better than we have in the past.

Senator BYRD. You are using the zero-based bud get concept?
Mr. CUTTER. Yes, sir, with every agency in the Government.
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Senator BYRD. You are requiring the agencies, the Cabinet officials,
to put a priority on their requests?

Mr. CUTTER. Yes, sir.
Senator BYRD. How many individual Government programs do we

have?
Mr. CUTTER. Sir, the definition of a program varies so much from

agency to agency that it is virtually impossible to develop a standard
list that everybody would accept as a program, but the following
numbers might hell) you. a

We have required the agencies to present their budgets in terms of
what we call, in budget jargon, decision packages, each one presum-
ably denoting a single type of activity within that. agency. So for want
of any other classification, they are pretty close to programs.

I would anticipate at this time that the agencies would present to
OMB something like 9,700 decision packages.

SenatQr BYRD. 9,700.
Mr. CUTTER. There has been a considerable process of consolidation

that has occurred as the budget has been built up from the lowest part
of the agency to the one submitted to us. And while we have no precise
count, I would suspect that starting at the lowest levels of the agency,
as they built up their budgets, that they start with somewhere in the
nei hborhood of 100,000 decision packages.We will deal with and analyze, about 10,000 specific decision pack-
ages, which can reasonably be considered programs.

Senator BYRD. You will analyze roughly 10,000 decision l)ackages?
Mr. CUTTER. Yes, sir.

Senator BYRD. While they cannot be defined precisely, you say, you
regard a decision package as roughly the equivalent of a program?

Mr. CUTTER. Yes.
Senator BYRD. There are more programs than decision packages?
Mr. CUTTER. Almost certainly, depending on who counts them. We

will not, of course, take 10,000 programs to the President for his final
decision. We make many of those decisions ourselves, but we will take
a large number of the most imrJortant ones to the President.

Senator BYRD. The 100,000 figure you mentioned, is that more
likely the number of programs we have?

Mr. CUTTER. I meant by giving you those two numbers, to empha-
size the fluidity of the definition. It dependss on one's perspective.
The programs that a manager at the lowest, level of management in a
department perceives are different from the ones that the Secretary
perceives.

A Secretary may consider two or three aspects of a program as one,
whereas the three or four people who have to manage those two or three
aspects consider each of them differently, and have to budget
separately for them.

It would not be fair to say there are 10 times more programs that
can be transmitted. The definition is so imprecise for that word, and we
use it in so many different ways.

I have told you the numbers of (ecision packages, which is the way
we will think about it and the way we will analyze it.

Senator BYRD. I can see where ii would be very difficult to know how
exactly to define that, but you analyze some 10,000 decision packages.
How many personnel (10 you have at OMB?
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Mr. CUTTER. Total staff at OMB is about 600, marginally less than
that now. My side of OMB is perhaps somewhere between 300 and 350.

Senator BYRD. It is your side of OMB that will do the analysis?
Mr. CUTTER. Yes. Sir, I would suggest, if I could interrupt for I sec-

cond, with respect to my statement, that you know these numbers
better than I do. Rather than read them to you I would request just
to submit my statement for the record.

Senator BYRi),-What numbers are you speaking of?
Mr. CUTTER. In the statement that I was going to make, I was

going to give you estimates for outlays and receipts for fiscal year 1977
and 1978.

Senator BYRD. Why do you not go ahead and do that.
Mr. CUTTER. I thought you had already indicated that you knew

those numbers at least as well as I do, and you have told them all to me
and to Secretary Blumenthal. I feel a little abashed.

Senator BYRD. Suppose we then put your statement in the record in
full.

Mr. CUTTER. Yes, sir. That is what I was going to suggest.
Senator BYRD. Thank you very much.
[The l)repared statement of Mr. Cutter follows:]

STATEMENT OF W. BOWMAN CUTTER

Mr. Chairman and members of the committee, I am pleased to support the
Secretary of the Treasury's request for an increase in the statutory debt limit and
his proposals for improving the management of the de)t. My statement wili dis-
cuss the budget outlook and its effect on the public debt subject to the statutory
limitation.

BUDGET TOTALS

As shown in the following table, the fiscal year 1977 deficit is now estimated at
about $45.7 billion, with outlays of $404 billion and receipts of $358.3 billion. The
deficit for 1978 is estimated at. about $61.5 billion. The President's budget calls for -
total 1978 outlays of $462.9 billion and receipts estimated at $101.4 billion.

BUDGET TOTALS

IFiscal years; In billions of dollars

1976 1977 1978
actual estimate "tlmate

Budget receipt ................................................. . 299. 2 358 3 401.4
Budget ovtlays ................................................ . 3(5. 7 404.0 462.9

Delkit (-) ................................................. -66.5 -45.7 -61.5

OUTLAYS

Estimated outlavs for 1977 have decreased by $12.6 billion since the President
submitted his budget revisions in February. Of this amount, $3.2 billion reflects
the withdrawal of the tax rebates and payments Included In the original economic
symulus proposal. The remainder is attributable largely to revisions in the esti-
matesltoe cflect changed-etonomic conditions, unexpected inflows of offsetting -
receipts, and actual spending during the first ten months of the fiscal year. To a
considerable degree therefore, these changes are associated with what has come
to be known recently as the shortfall problem.

We have been monitoring this problem intensively and squeezing the excess out
of all outlay estimates as soon as any is detected. Thus, our current 1977 outlay
estimate is roughly $2y billion lower th.,n was announced In the Mid-Session
Review of the budget that was issued in July. The table below Identifies the major
changes to estimated 1977 outlays since the Mid-Session Review.

[ ... CoPY AVAILABLE,
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Chasp in JI" sc ar 1077 outlays
Midaesslon review estimate- $406.4

Foreign military sales trust fund -------------- 0. 7
Foreign economic and financial assistance ------------------------ -0. 4
Unemployment trust fund ------------------------------------- 0.3:
EPA waste treatment construction grants...-------------- -- 0. 2
Other changes --------------------------------------- 0. 8

Current estimate- - - ------------------.. . -------- 404.0
For 1978 we do not now have any basis for changing the outlay estimates given

in the Mid-Sesion Review, and accordingly have retained those figures in the
tables accompanying this statement. While we believe that the 1978 outlay esti-
mates do have some upward bias in them, experience suggests that later add-ons
may well offset any such bias. We will review the estimates during October and
will provide the Congress new estimates at the end of chat month.

Thaw est4nltes for 1977 and 1978 are the best we can giv6 now for purposes of
establishing the appropriate debt ceiling. We arc continuing to review our esti-
mates and will continue to eliminate any biases that we find in them. We re-
quested the larger agencies to report on the methods they use to estimate spending
under specified programs. We also asked them to describe how these methods are
being or might te improved. These reports have been received and we will share
this Information with the staffs vf the Budget Committees and the Congressional
Budget Office. We are using the reports as-a basis for our plans for improving the
estimates.

Our current estimates reflect an accounting change that makes our figures
comparable to those in the conference reports on the budget resolutions. Earned
income credit payments in excess of an individual's tax liability, formerly treated
as outlays In the budget, are now classified as income tax refunds. We made this
change primarily to avoid the confusion that resulted from different accounting
techniques in the President's budget and the budget resolutions.

RECEIPTS
Estimates of 1977 receipts have increased nearly $10 billion since February,

from $348.5 billion to $358.3 billion. The Increase is attributable primarily to the
withdrawal of the tax rebate proposal and associated economic stimulus tax
measures. Estimates of 1978 receipts have, on net, changed little since February,
rising only from $400.7 billion to $401.4 billion. These estimates Include the
effects of the President's energy proposals ($+ 0.3 billion in 1978 receipts). They
are unaffected by the social security financing proposals, however, which will
not affect budget receipts until 1979. The Administration's tax reform proposals
are also not expected to affect receipts before fiscal year 1979.

THD BUDGET BY VUND GROUP
Table 1 shows our current estimates of the budget surplus or deficit for 1977

and 1978 bylfund group. As the following table indicates, most of the change
since February has been in Federal funds.

SURPLUS OR DEFICIT (-) BY FUND GROUP

IFIs al years; In blilin of dollarsl

1977 17

Fibrusty C reatnI n Februaly Culrmeei e mate Change estmate estimte Change

eiifal *WM lflt CsnoWW os.......... -7L 56.$ 1-1"'J.46 .
Trud funds.,..; ....... ., .1 11.1 3.3 1.13.1, L.V

The $12% billion decline In the cumulative Federal funds deficit is the principal
reason for the $15 billion decrease since February in the estimated debt subject
to statutory limitation on September 30, 1978, from .$794.7. billion to $779.6
billion. .

Table 2 shows-revised estimates of debt subject to statutory limitation.
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TABLE 1.--BUDGET TOTALS BY FUND BROUP
frua years; In blUion if do"s

1976 1977 In$
actual Uimate esimat

.... : II J I II.I.I* * . . . ....I. 200.3I 24t.0 27I.I

Trs funbd......... 133.7 13 12.Inlerfund t3. ..........................- -3.8 -. -41.4
Total bdIdpt rM.pts....... 216.2 356.3 401.4

OU..a f .................................. .22. 4.8
Trust funds .................................................. 131.3 142. 150.4
INteund trauuUos ...................................... -34.8 -36.9 -41.4

Total budpt Uy .. .................... 365.7 404.0 462.9

Surplus or deft (-):
Federal funds ......... -68.9 -5c -74.6
Trustfuds ............. ......... 2.4 11.1 13.1

Total surplus or delkit (-) .............. -66.5 -4& 7 -61.5

TABLE 2.-OEBT SUBJECT TO LIMIT

IFIscl years; In billion of dollar

1977 estImate 1978 estimate

Unified bud td delit. ........................................................... 45.7 61.5
Portion of budlet delc attrbutlbteo trust funds surplus or deit (-) .............. 11.1 13.1

Federal funds deflit......................................... 56. 74.6
Effect of off-budlet entitles on dbt subject to limit ........................... 10.3 8.5

Total to be flesanced .................... ..................... 67.1
Meas of financing other than borrowing. and other adjutmts ..................... -6.5

Change In debt subject to limit ............................................ 60.6 83. 3
D subject to limit belnl fe r........................................ .ISAntWWAOlt debt subijet to limit, *ad of year .................. .......... 0..........7 .

Senator BYRD. On behalf of Senator Long, the committee will insert
in the record certain tables that he would ke to have presented for
the record.* I also have certain tables that I want to put in the record.
One is the national debt in the 20th century by years, and another is
the deficits in Federal funds and interest on the national debt for a
20-year period, 1959 through 1978, and also U.S.' gold holdings
Federal Reserve assets, and liquid liabilities to foreigners for selectM
years. The arti-le "Public Debt Weighs Even More Heavily," will also
be inserted in the record.

Secretary Blumenthal will submit figures for December 31, 1976,
and June 30, 1977.

[The material to be furnished follows:]
THE UNDER SECRETARY Or THE TREASURY,

FOR MONETARY AFFAIRS,
Washington, D.C., February 4, 1977.

Dear SSNATOR BYRD: You inquired earlier this week regarding the ownership
of U.S. Government securities. The latest data on the ownership of U.S. Govern-
ment securities is provided by our Survey of the Ownership of Federal Securities
for November 30, 1976; December 31 data will not be available until later this
month.

ase. p. 10.
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In summary, the Survey data show that private Investors; that is, all holders
except Government accounts and the Federal Reserve System, held a grand total
of $407 billion of intei-st-bearing public debt securities, of which $307 billion
were marketable and $100 billion were nonmarketable securities. In addition,
private Investors held nearly $1 billion of matured debt or debt bearing no interest.
Approximately half this latter total constituted old United States notes and silver
certificates. The balance was largely ordinary debt items which had not yet been
presented for payment. Details are shown in Table III of the Monthly Statement
of the Public Dept of the United States. I have enclosed a copy of the Novem-
ber 30, 1976 Statement corresponding to the Survey date, as well as a copy of
the most recent Statement for January 31, 1977.

Over $72% billion of the $100 billion total of nonmarketnble interest-bearing
debt was in the form of savings bonds and notes. Most of the remaining $22,a
billion was in various nonmarketable securities issued to foreign government.
Approximately $4 billion more, however, was accounted for by nonmarketable
securities issued to State and local governments for the investment of the proceeds
of advance refunding obligations.

The privately-held marketable debt, amounting to $307 billion, was held by a
wide range of Investors. Our Ownership Survey directly covers holders of some
$166 billion of this total, leaving the ownership of the balance of $141 billion to be
estimated. This is done as follows:

OWNERSHIP OF MARKETABLE PUBLIC DEBT SECURITIES, AS OF NOV. 30, 1976
fin billions of dollars

Survey Other Total
Ownership catery respondents (estimate) private

CommeriIks '. ............................................. 74.0 25.8 99.
Individuals .................................................................... 29.0 29.0
Life insurance companies .......................................... 4.1 1.0 5.1
Fire, casualty, and marine insurance companies ....................... 6.0 1.0 7.0

Savin and lons ................................................. 4.5 4.5 9.0
Mutual avinp banks ............................................. 4.0 1.4 5.4
Corporations ...................................................... 13.0 11.1 24.1
State and locAl:

General tunds ................................................ 9.2 23.0 32.2
Pension and retirement ........................................ 3.2 2.7 5.9......................................................... 4L.0 4.5 52.5

All U...................................................................... . 37.0 31.0

1 Includes trust companies and stock sayingp banks.
'Includes partsrlps and pronal trust

In the thought that you might also be Interested in the composition of current
purchasers of new Treasury Issues, we have a substantial amount of data on
subscriptions and allotments by investor class. A large part of each new issue is,
of course, purchased by Government security dealers, other dealers and brokers,
and commercial bank trading accounts, all of which act as part of the distribution
network for new Government securities. The only data we have on the ultimate
purchasers from these market makers is derived from the Ownership Survey.
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We do find, however, that significant amounts of new securities are being
purchased directly by ultimate investors. These include commercial banks for their
Individuals, insurance companies, savings institutions, corporations private and
State and local retirement and pension systems, and State and local government
general accounts.

It is difficult to generalize about the pattern of such purchases since each
ownership category has distinct Investment objectives. Business corporations
and State and local general funds, for example, are primarily interested in short-
term, highly liquid investments as part of their cash management operations.
Life insurance companies and pension and retirement funds, as well as many
individuals, on the other hand, are interested in securities with original maturities

Cof seven or more years. Thus, these latter categories of investors were particularly
interested in the three fied price offerings of intermediate term securities in 1976.

Might I also suggest that I make one of my staff members available to your
staff to sit down and discuss the ownership and subscription data in more detail.
This would be, of course at your convenience. I would suggest Edward Snyder,
Senior Adviser for l)eht hlesearch, as the Treaqurv contact.

Please let me know if there is any additional information I could provide.
Sincerely, ANTHONY M. SOLOMON,

- Under Secretary.Designats.

DEFICITS IN FEDERAL FUNDS AND INTEREST ON THE NATIONAL DEBT 195W-78, INCLUSIVE
lln blllios of doltaral

Surplus (+) Debt t
Year lcelpte Outlay/s or deficit Interest

1959 ............................................... 65.8 77.0 -11.2 7.8
1960 ................................................ 75.7 74.9 +0.8 9.5
196L .............................................. 75.2 79.3 -4.1 9.31962 ............................................. 7.7 86 -6.9 9.51983 ............................................. 83.6 90.1 -.6.5 10.3
1964 ................................................ 87.2 95.8 -86 11.0
1965 ..................................... 90.9 94.8 -3.9 11.81966............................. . 101.4 106.5 -5.1 12.6

1967. .................................. 11.8 126.8 -15.0 14.2
1968. ............... .................... 114.7 143.1 -28 4 15.6
1969.......... ..... 143.3 148.8 -5.5 17.7
1970 ............................. 143.2 156.3 -13.1 20.0
197L .............................................. 133.7 163. -30.0 21.6
1972 ................................................ 148.8 1780 -29.2 2L
1973 ................................................ 161.4 186.4 -25.0 24.2
1974 ............................................. 181.2 198.7 -11.5 3
1975................................... 187.5 2384 -51.0 .71976 .................. ................. 200.3 262 -689 37.1
Transition quartr............................... 54.8 65.0 -11.0 I1,7, .................... .......... 242.0 3000 -. 0
1978............................................. 27.2 314.4 - 6 4&6.

Estimted futures.
Source: Office of Maaw#~t end Budliet sad U.S. Department of the Treasury.
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THE NATIONAL DBBT IN Till? TWBNTIBTH CENTURY-otoals as
the End of Fioal Years 1970-78

(Rounded to the nea et bilUu dollars)

1900 ....................
1901.....................---
1902 .......................
1903.
1904... ... .

1905 .............
1906 ---------------------1907 ......... ....

1908... ----- ft---......
1909 ....................
19101911 ...............-- ft..... ...

1912..
1913..
1914 .....
1915-,
1916.....................
1917-
1918.....................
1919 .........
1920 ... .................1921 - - - - - - - - -f - - -
1922...........

1924 .............

1924 ------- ft------------ --1925....... ..........
1926.

1927 .........
1928 ...........
1929 ....................
1930 ---
1931
1932 .............
1933..

1936 .....................

1937.
938 --------- ft..............1989 ......... fft................
I Motimated figure&.

1 1940 .........................
1 1941-- - - - - - - - - - - -
1 1942 ------------.. .---------
1 1943 -
1 1944---------------------
1 1945.
1 1946 .......................
1 1947 .......................
1 1948 ---------------------
1 1949..-
1 1950---------------------
1 1951.....................
1 19.52
1 1953 -----------------------
1 1954
1 1955 .......................
1 19,56 --------- --------------
3 1957 ---- ----

12 1958 ......
25 1959-.24 1960.
24 1961.23 1962 .......................

22 1963...21 1964-- - - - - - - - - - - -21 19654......................
21 1965 ----------------------
20 1906 ---------------------
19 1967---------------------
18 1968 ....................
17 1969 .........................
16 1970 ......
17 1971 -------------------------
20 1972 ..........
23 1973..
27 1974.
29 1975.....................
34 1976 ....
36 1977 ........................
37 '1978..-
40

43
49
72

137
201
259
269
256
251
252
256
254
258
265
271
274
273
272
280
288
291
293
303
311
317
323
329
341
370
367
383
409
437
468
486
544
632
706
787

Source: 1000-76, U.S. Treasury Department; 1977-78, OfMe of Management and
Budget (September 1977 est1ates).
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4INIFIED BUDGET RECEIPTS, OUTLAYS AND SURPLUS OR DEFICIT FOR FISCAL YEARS t1g,- INCLUMVE

Ila bidllo of (

195........................................................ 79.6 -3.0............................................... 79.2 -. 1
9092.5 92.2 -.

1962 ............................................................ 99.7 13,1 -7. 1a... ............................ 111 -4.7
-.-...... ... ............. .......... ... I 7 113.6 -5.91967........... .............................................. .. 1.8 11.4 -. 8

16.................................................... 149.5 158.2 -8.7196 ................ ........................... 14S 184. 6 -3.2Ii :, ,.6 +3.2
1970 .......................... .................. 193.8 196.6 -2.$
1971 ........................................................... . 188.4 211.4 -2319 ................................................... . 231.9 -23:197, : ..... .. ... ........................................... ........ ..... :la:21 -14.81974 ...... .. ..................................... .0 6 -4.7
17. . .............. 3!.. ... 2.!.... 30
Trstionquat.. ............................................ . 01.8 94.0
177'.......... . ............. 358.6 406.2
19781 ................................. 397.0 45. 3 -61.3

'Estimatsd Figures
Sources: ,958-Trasuito qua er, Oft of Manalment and Bodpe. 1977-1978 estimates, 2d tcocurrent budget

vesoloos.

U.S. GOLD HOLDINGS, TOTAL RESERVE ASSETS AND LIQUID LIABILITIES TO FOREIGNERS

ISe*e d periods In billions of dollars

Gold Total LId
holdings asses llabilitUes

Ead World War II ............................................... 20.1 20.1 .9e .3 ........................ ......................... 22.8 24. 194Dec.3, 1970 ........................................ 10.7 14. 47.0
OS 3,173................................... 11.7 14.4 92.Owc31, 1974 .............................................. 11.6 15.9 11.1

31.1,75 ..................................................... 11.6 18. 126.6
"1, 176 ...................................................... 16 13.7 144.7

Some: U.S. Tniwry Department, March 1977.

rom the Wasbinton Star, Sept. 18, 19T)

PUBLIC DEBT WEIGHS EVER M1ORE HEAVILY

(By Donald Salts)

Marguerite Brooks a senior cash accounting technician In the Office of Public
Debt Accounts, has the regular assIgnment of compiling the figures for the Treas-
ury I)epartment's "Monthly Statement of the Public Debt of the United States."
Since she began the job 13 years ago, the debt has more than doubled.

The report for Aug. 31 shows a debt of almost $085.2 billion, about $3,100 for
each of the 217.7 ullion American--a per-capita figure that was $1,825 only
seven years ago when the U.S. public debt stood at $370.9 billion and our popular.
tion had 14.5 million fewer people.



48

are as it is now the public debt was almost paid off once-in 1835 when it
dipp to a mere $3,513, averaging out to about a cent per American family

A family of four now has a proportionate share of the debt amounting to $12,400,
compared to $7,300 In 1970. In recent years the debt has been soaring as a result
of deficit budgets, estimated at almost*$50 billion in 1977 and $60 billion for '78
which would send the debt to about $755 billion less than a year from now.

Many economists regard the large and rapidly rising debt as the major cause of
inflation, because the increased government spending and accompanying deficits
put pressure on prices throughout the economy-the government competes with
everybody else for goods, services and cash. The growth In spending exceeds real
economic growth.

This escalation of the debt has added a burden not only on the taxpayers, who
must pay the $842 million a week in interest on the current debt, but also on the
managers of the debt, who must constantly refinance it as well as finance the new
debt as it arrives.

John Niehenke, special assistant to the secretary of the Treasury for debt man.
agement, says the significantly large budget deficits have been it problem but debt
management has become a process of evolution.

"It has become traditional to issue short-term debt, but there is a pattern of
financing plans for the various debt security maturities," he notes. "N% e balance
our issues of new securities so the sale of them won't affect the financing of areas
of private industry, such as housing."

What the Treasury d(.es to refinance e id raise new money to cover government
spending is to issue largely short-term securities-maturing in three, six or 12
months and known as Treasury billsm-at weekly auctions. They are sold at dis-
counts and redeemed later for face value, the difference being the interest.

The Aug. 31 average rate for Treasury bills wa.i 5.458 percent.
The longer-term securities, notes and bonds, are sold monthly and quarterly,

several billion dollars worth at a time, Because of their longer maturities they bear
hi her rates of interest.

Outstanding notes, sold with maturities of one to 10 years, have an average
interest rate of 7.092 percent,, and bonds, mostly 10-year maturities or longer, have
an average rate of 6.117 percent.

In recent years, the Treasury has paid as much as 9 percent on securities which
were gobbled tip by small Investors.

Refinancing is extensive because all Treasury bills--currently more than $1.54
billion outstanding-are refinanced several times each year, and refinancing outs
includes $86 billion in Treasury not(s and bonds annually.

The permanent limit on the public debt remains at $400 billion, a figure stir.
passed in the early 1970s. Congress, however, regularly raises the temporary limit,
which now stands at $700 billion, awl even that is not expected to last long. That
temporary mark is dlue to expire at the end of September and will likely be renewed
for a much higher amount.

The Carter administration wants a $783 billion top; one pending bill would in-
crease the temporary limit to $775 billion.

Between July 1, 1975, and July I of this year, the Treasury also had to finance
$121.8 billion in new cash to accommodate the deficits.

Total Treasury borrowing in this two-year period was $896.2 billion, more than
the total of the debt itself at any given point, because of frequent refinancing of
the short-term bills.

"There are times Iof the year when borrowing has to be stepped up because of
lower tax receipts," Niehenke noted. "Tax receipts are lighter in the first and
fourth fiscal quarters," he said.

The first fiscal quarter wvas recently changed from July 1-Sept. 30 to the Oct. I-
Dec. 31 period.

While debt managerst speak in terms of bills, notes and bonds, the debt is much
more involved. It is divided into two principal segments--marketable, which
represents about $438 billion, and nonmarketable, $246 billion.

"The nonmarketable portion includes what are termed 'government accounts'
such as the Federal Old-Age and Survivors Insurance Tnst Fund, which holds
$36.8 billion of the debt; Highway Trust Fund, $11.2 billion; Civil Service Re-
tirement Fund, $39.9 billion, and Railroad Retirement Account, $5.4 billion.

Among the many other government agencies holding portions of the debt are
the Employees Health Benefits Fund, $352 million; Aviation, War Risk Insurance,
Revolving Fund, $15 million; Federal Ship Financing Revolving Fund, $68 mkl-
lion- the National Credit Union Share Insurance Fund, $87 million, and the
the Postal Service Fund, more than $1.7 billion.
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The average interest rate on the nonmarketable securities is 6.312, slightly
below the 6.384 debt average.

But while the securities are nonmarketable, the interest is paid exactly the same
as it is on marketable securities. These securities may be redeemed when they
mature or exchanged for new ones.

More than $100 billion of the U.S. public debt is held by foreigners, representing
about 15 percent of the total debt. In 1940, for example, foreigners held about
$200 million of a $43 billion federal debt less than half of I percent.

Some $20 billion of the foreign-held debt is cwned by foreign governments, a
nonmarketable portion, but the remainder can be sold by the holders at any time.

The area of the public debt that touches most individuals and is more easily
understood is the Savings Bond.

There are $75 billion worth of these bond's olutstandinig, equaling 11 percent
of the total debt. These include some bonds from the original series sold ma 1941
with an cxer-all yild to maturity even now of under 4 percent. All Savings Bonds
continue to earn interest, nowt at 6 percent, but over-all yields arc determined by
including lower interest rates paid in the (piost.

The rate of interest paid on U.S. d(ebt securities has gone up sharply over the
yea s in line with rate in general, but the increase is reflected less in the over-all
debt because a good deal of it was issued at lower rates.

Senator BYRD. If there is no further business, the committee will
stand in recess. Thank you.

IThereupon, at 11:50 a.m., the subcommittee recessed to reconvene
at the call of the Chair.]
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