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$775 BILLION DEBT LIMIT

THURSDAY, SEPTEMBER 28, 1977

U.S. SunaTE,
SupcoMMITTEE ON TAXATION AND
DeBT MANAGEMENT GENERALLY,

or THE CoMMITTEE ON FINANCE,
Washington, D.C.

The subcommittee met, pursuant to notice, at 10:05 a.m. in room
2221, Dirksen Senate Office Building, Hon. Harry F. Byrd, Jr. (chair-
man of the subcommittee) presiding.

Present: Senators Long, Talmadge, Byrd, Jr., of Virginia, 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.8, Senate]

FiINANCE SUBCOMMITTEE ON TAXATION AND DEBT MANAGEMENT SETS
Hearings oN Pusric 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 schecduled hearings on extension of the temporary limit on the
R‘ub)ic debt. Hon. W. Michael Blumenthal, Secretary of the Treasury, and James

. Mclntyre, Deputy Director of the Office of Management and ﬁudget, 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. 8655 would in-
crease the temporary limit to $775 billion, '

Senator Byrp. 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 copsumers must pay for this debt in several ways.

(1)
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First, there is an enormous interest cost for the debt. For fiscal year
1077, 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. American congumers pay for the debt in
terms of the inflation ¢reated by o0f'ever<increasing Federal deficit.

President Carter has stated his desire to achieve a balanced budget
by 1981. I wholeheartedly support him in this effort, but question the
policies which he and the Congress-are now followin%.

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 increasein the size of our Federal deficits is & policy
which I feel must be reversed. During the brief span of 7 yedrs since
the beginning of this decade, Federal spending has more than doubled,
from 8197 bﬁlion 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
temKorary 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’s 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 tlie 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-
ANRT SECRETARY OF THE TREASURY FOR CAPITAL MARKETS

"AND DEBT MANAGEMENT

Secretary BLuMENTHAL. Thank you very much, Mr. Chairman.
1 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 personal pleasure or pride in having to appear here and
ask for another increase in the debt limit. o

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

W esr——r o B e s
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large deficits; and certainly the administration is devoted towards
that end, but we do have a situation ip term~ of the budget for next
ear and the Congressional Bidget Resolutions that havé alréddy
en passed which require us to ask the approval of the Congress dn

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

{gﬁpth. Otherwise, it would revert to the permanent limit of $400
iop.

-~ 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, ou
estimates of the amounts of the debt sub{‘ect to limit outstanding alé
the end of each month through the fiscal year 1978 are shown in a
table which is attached to my testimony and which I believe is before

ou.
y That table indicates a peak debt subject to limit of $780 billion on
Segtember 30, 1978, assuming a $12 billion cash balance on that date.
enator BYrp. 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 ig
entitled, “Public ﬁ};bt 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 requirini 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 trust 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. ‘ ‘ C

he debt of off-budget entities which affect the debt limit consists
largely of oblig:tions which are issued, sold or guaranteed by Federal
agenctes and financed through the Federal Financing Bank. Since the
ederal Financing Bank borrows from the Treasury, the Treasutry is
required to increase its borrowing in the market by a corresponding
amount.’ ' .

This, of course, adds to the debt subjéct to limit. We have dlso a
table, Mr. Chairman, that indicates our estimate of operating cash
balances and shows that that will be $12 billion, we estimate, at the

- . N\
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en;lsof 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 J'ears.

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 years
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 Eenerally 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 i)y the House Ways and Means Com-
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 Con%:'ess 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 desirable cash balances in September
1978 to stay within the $775 billion limit or come back to the ({')ongross
to request that a further increase in the debt limit be enacted perhaps
Sf&w weeks earlier than the proposed September 30, 1978, expiration

ate.

However, in view of the fact that congressional action on the debt
limit must be comﬁleted by the end of next week, 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 4}{ 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 'Ipercent, and the Treasury was precluded from issuing new bonds.

The Congress first granted relief from the 4} percent ceiling in
1967 when 1t redefined, from 5 to 7 years, the maximum maturity of
Treasury notes, Since Treasury note issues are not subject to the
4), 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 1ssue up to $10 billion of bonds without regard to the

4Y percent ceiling.

’IPhis 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 honds 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-
vide 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 ])rogram if the
interest rate were not maintained at a level reasonably competitive
with compatable forms of savings. -

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

96-330-~T7 Tooeme2
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requires approval of the President. Also, the Treasury would, of course, h

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 Ways and Means Committee deferred to a later date
consideration of our August 1 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
asuthority to issue bonds without regard to the 4} Fercent ceiling,

I understand that the full House will take up the bill this week and
f;obably recommend a slightly lower debt limit than $775 billion.

li(fht of our timing problem, I urge you to support an increase in
the debt limit of this approximate magnitude.
will be happy to try to answer any questions regarding these
requests.
nator Byrp. 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?

ecretary BLuMENTHAL. That is correct.

Senator Byrp. 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?

ecretary BLUMENTHAL. 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 overestinated 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.

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

Senator Byrp. 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 may 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 the. Government’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?

o TR,
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Secretary BLumMENTHAL, That is correct.

Senator Byrp, For fiscal year 1977, the current year, it is estimated
that the Federal fund deficit will be $58 billion? B

Secretary BrumeNTHAL, The figure I bave is $56.8 billion, Mr.

airman.
Senator Byrp. What?
Secretary BLumenTHAL. $56.8 billion,

Senator Byrp. $56.8 billion? .
Secretary BrumentHAL. 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 bilﬁon which, together, $45.7 plus $11.1 gives you
$56.8 billion.

Senator Byrp. Which is another way of seying 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 $68.9.

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 Committec 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 Byrp. 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 1t was not needed for
the\economﬁ'. ‘

Senator Byrp, Mr. Secretary, what I am pointing out is that the
figures do not demonstrate this resolve. The figures show that the

overnment will have the largest Federal fund deficit in the history
gf; our Nation, $74.6 billion, according to the Treasury Department

ures, :
. Secretary BLuMENTHAL. You are absolutely right, sir. That is true;
it is deplorable, and it exists, However, the point I 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 will begin to come down, and
hog:fully substantially, ‘

Senator Byrp. Now, recently released economic indicators have
suzgested 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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uarter that we are now in, we moved from, I think, 7.5 percent real
NP 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 quarter, 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 Rart 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
increasinily better control.

There has been some slowdown. YWe 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 Byrp. Some are maintaining that an 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. N

Senator Byrp. 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 BLuMENTRAL. 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 think that we will—I am sure that we will approach these
matters cautiously and without a sense of panic..

Senator Byrp. 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
targetsfare not met.

What is your}view 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 ﬁo
along does-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 isreduced. 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 and 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—1I 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 do, and clearly
we cannot go to a balanced budget, come hell or high water, if we do
so at a price that again puts a lot of peopie out of work.

But Il 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 bsﬁance. A
L Senator Byrp. One brief question and then I will yield to Senator

ong.
Ingyour judgment, will the budget be balanced in 19817

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 do 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 i3 a real chance we can do that. I cannot be too sure
about predicting how much is going to happen in the interim.

Senator Byrp. Thank you, Mr. Secretary.

Senator Long?

Senator Lona. 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 did it. The[y 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. ¥ 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 & young man.

Then we would have a national debt of $150 billion instead of $664
billion. The public mjght 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 Byrp. Without objection, so ordered.

(The material to be furnished follows:]

TaBLESs ON EsTIMATED GR0O88 AND NET GOVERNMENT AND PRivATE DEBT

Tabdle -
Estimated Gross Government and Private Debt, by Major Categories

. Estimated Per Capita Gross Government and Private Debt

Eslt)imatcd Gross Government and Private Debt related to Gross National
roduct

Estimated Net Government and Private Debt, by Major Categories

. Estimated Per Capita Net Government and Private Debt
Estimated Net Government and Private Debt related to Gross National
Produoct

. Fstimated Federal Debt Related to Population and Prices
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TABLE 1.~ESTIMATED GROSS GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES

[Dolisr smounts [n biltions)
Private? Federal®
State Totsl  Percent
indie Core and gross  Feders
Yosr vidusl  pontes Total locsl  Public  Apency Total debt .- of totel
[7: ORI | 78, 1. is. 12.5 215, 2 8.2
a zg. ig ? . }; lg: 4 3‘.‘
932..ccocaneeeae SN 53, 9. 50. . 22, 184. 1l
eveevromenece Ol 43, 4 19, 23, . 25. “3' 13
934.eecvvarnases 49 g.l 19, 28 4 33 192, 17.
ng............. 49, X A 19. 30. X 3 ﬁ ;&
50, 90. 41, 19. M, 3 40, 01.
18 gg 4l 19. 3 : 43. 204, 21,
50. . 36. 19. 4 X 45, 202, 22,
50. 86. k78 X 1. X A% 206, 23
rersnsnsnacse 93 ? 42, 45, , 52, 214. 4 ;4.4
HMl.evinerinreas 85, 7. 53, 0. 57, 8 65, a8 7.
49. {os. X 19, gg 13. 2809, 39,
48, 10. , 18. : n. 348, 49.
50, lg. 9. 17, 30. 33, 410, 87,
54. X 54, 16. 78. . 19. 449, 62,
59.9 109, gg' }6. 58. 260. 445, 58,
69. lgg. 1 7. 5. 4 256, 471, 54,
80.6 139 20. 19. 51, 6 52. 492, 118
90.4 140 22, 256, D, 8 56. 509. 50, 4
104, 167, 7 25, ;55 4 . 6. 8§53, 45.4
114, 191. 28 58. 3 58. §93. 4.7
129. 4 202, 332, 31, 266. A 261, 630. 2.4
143, 212, 356, 35, 13. ) N, 665, 41,3
152, 217, 3N 40. 7). X 278, 693 40.2
181, 253, 434, 46, 79, . 280. 160, 35 g
195, an. 472, 50. 715, . 17, 800. 3¢
207 295, 503, 54, 74, . 2 72, 4 835. 33.3
222 312, 534.9 60, 282, .3 84. 5 879. 2.4
245, 341. 4 586. 4 66.6 288, . 7 294, 4 947, 3.1
263. 365. 628.4 12.0 287, .4 94, 994, 5 29.6
284, 391, 676.3 71.6 293.6 . 9 300. , 054, 4 <285
311 421, 733.4 83.4 300. 2 .8 308, , 124, 21. 4
345, 457, 802.9 89, 306.0 8.1 314, , 206 26.0
380, 497, 871. 4 95. 314.3 9.1 323.4 1,29, 4.9
424, 551, 9 976.5 103. 317.2 9.8 326.9 1, 406. 2
454, 617.4 1,002.1 109. 325.6 14.0 339.6 1,521 22.3
489.1 672.9 1,162.0 112, 341.8 20.1 3619 1,64l .2
529.3 779.1 11,3084 127, 356.2 15+ 371.3 1,806, ). 5
5§66. 2 912.7 1,478.9 132, 367.4 13,8 381.2 1,992 . 1
600.0 997.9 1,597.9 149, 2 388.3 12.5 400.8 2,147, 8.7
667.5 1,087.8 1,755.3 167. 423.4 11,0 4304 2,356, 84
763.9 1,214.3 1,978.2 181, 448, 4 1.8 460.2 2, 620. .6
854.4 1,390.5 2,244.9 196, 469.1 11.6 480.7 2,921.7 .5
922.1 1,546.4 2,468.5 24, 492.7 11.3 504.0 3,187.2 . 8
7 994.4 1,626.1 2,620.5 229. 6 576.7 10.9 587.6 3,437 .1
976, r-uceene 1,106.8 11,7817 2,888.5 246, 653.5 1.3 664.8 3,799.7 1.5
1977 wececccnnnanen 0744 10.8 6852 ciccnrmrcenmeroncene

1 Private corporate debt includes the debt of certain federally sponsored agencles in which there is no longer any Federal
gro rietary interest. The dabt of lhuollowinpnncieuul uded bo*lnnln these ysars: FLB'sin 1949 :£HLB's In 1981 ;
NMA-—Secondary market aperations, FICB's and BCOOP's in 1968, The total debt for thess agencles amounted to 0.7
billion on Dec. 31, 1947; $3.5 billlon on Dec. 31,-1960; $38.8 billlon on Dec, 31, 1970; $78.8 blllion on Dec, 31, 1975;

and $81.4 billion on Dec, 31, 1976,

2 Total Federal securities Includes public debt socurities and budget agency securities,

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

Note: Detail may nat add to totals because of rounding, AH figures sre 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 DEBT

{Amounts In dollars}
Private?

State Federal? Total
Indis Cote an 2083
Yoat vidusl  porate Total local  Public  Agency Total debt
1929..cccveirearconsnacnnnn § 819 , 477 46 14 10 14 167
1990.......... 583 813 . 456 54 130 il 1l , 150
523 809 ' 332 57 4 10 154 ,643
457 ne i 58 167 10 176 1,565
406 736 , 142 95 190 12 201 1,493
394 n 1l 2 226 38 264 1,821
391 706 , 095 4 240 a 848 , 936
395 no , 108 3 269 46 35 11
397 100 , 097 2 2% 45 338 .58
3333 669 , 054 3 303 48 31 , 587
663 , 051 4 320 83 in ,518
400 671 01 2 339 54 394 ,617
415 128 143 49 432 58 490 , 183
369 185 154 42 199 4 0 , 138
356 804 159 32 , 209 3 , 48 , 537
35 785 150 3 , 660 2 , 682 , 954
389 108 ,098 4 , 980 1 , 990 , 202
422 70 , 192 3 , 824 1 , 835 4,140
480 89] , 310 1 , 168 110 , 261
548 97 , 494 3 , 709 , 718 , 344
604 937 , 540 48 , 110 , 115 , 404
685 , 101 , 186 66 , 677 , 684 , 637
138 , 239 , 977 81 , 666 ,672 , 829
821 , 288 , 109 97 , 690 , 695 ogé

8 , 329 , 223 18 . 109 , 715 4,1
064 , 33§ 5 92 47 , 100 , 105 4,251
,085 ,530 , 61 79 , 682 , 691 4,585
, 157 , 642 , 199 97 ,631 )] , 641 4,737
, 200 120 , 927 18 , 594 1 ,613 4,858
, 215 , 184 , 059 45 , 614 | , 621 , 031
,318 , 920 , 298 375 , 62, 3 . 256 , 328
oo odmoomonm o§ o

i J o (] 'y d
,672 , 260 , 932 W .209 42 , 651 , 030
. 827 , 415 , 24 473 , 617 43 , 660 , 315
, 981 , 892 4,57, 498 ,638 47 , 685 158
, 185 , 840 , 026 531 ,633 ;0 , 682 ,239
, 313 ,g% ), 454 857 , 656 1 , 128 , 139
7 , 461 ) , 848 590 , 120 101 , 821 , 258
.. , 637 , 882 , 519 223 , 115 15 , 850 , 003
. eneameraranane , 194 , 503 , 297 , 813 68 , 881 , 858

1970. ,929 4,871 , 199 72; , 89! 61 , 956 10,483 .

971......... , 224 , 254 3, 478 80, , 04 53 ,osg 1), 382
1972.. , 658 , 814 9,472 863 , 147 56 , 20: 12,548
1973.. 4,061 , 609 10.229 93 , 2829 55 , 2 13, 886
1924.. 4,352 ,298 11,649 1,013 , 325 83 , 37 15, 041
1975, 4,657 ,615 12,212 1,075 , 101 51 , 152 16,093
1976.. 5, 145 8,282 13,428 1,145 , 038 53 , 090 17,663
wna....... R cesmescanacseranns ORI [ . , 117 50 ,168 ... ... TTL

1 Por capits debt is calculated by dividing debt figures by population of conterminous United States. Beginning 1949,
i

population includes Atmed Forces Oversess, Hawaii, and Alas|

LB’

3 Private corporate debt includes the debt of certain fedoull{ xonwcd agencies in which thers is no lonmr |nyit‘|ldgosvltl
s in ;

od beginning these years: FLB's in 1949;

Froﬁrlﬂ 1y Intorest, The debt of the following agencies are Inc {
N A—kmndory market oparations, FICB's and SCOOP"s in 1968, The total debf for thess agenciés amounted to $0.7
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; snd

$81.4 billion on Dec, 31, 1976,

3 Total Federal securitios includes public debt securities and budget agency securities,

Note: Detail may not sdd to totals because of rounding. All figures are for calendar years, except for 1977, 1977 figures

are for half year or 2d quarter,

Source: Fedsral debt, Treasury Department; other dsta, Bureau of Economic Analysls, Commerce Department,
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TABLE 3.—GROSS GOVERNMENT AND PRIVATE DEBT RELATED TO GROSS NATIONAL PRODUCT
[Ratios of debt to gross national product]

Gross
National Private? sm; Federal? Total
product an 1083
Year (billions) Individual Corporate Totat Local Public  Agency Totsl ‘dobt
0.5 103.5 . 17.3 15.8 1.2 17.0 208,
79.2 118, 97, 6 20.9 1.7 1.5 19.1 231,
85.4 131 17, 257 234 1.8 25.2 268.
8.0 164, 62. 33.9 35.7 2.) 3.8 34,
91.4 165. 57, 350 2, 2.7 45.4 332
16, 138, 14, 28.5 437 1.4 51, 95.
123, 92, 2.1 42, 7 50, 269,
61 109. n. 23.7 4l 7 18 43,
52 92. 46, 20.3 6. 4“", 10,
58, 102. 61. 23.4 46, 1 53. 38.
56, 95. 51. 2.2 46.2 1 53. 2],
53 8. - 2 45.1 1 52, 14,
a4 8. 2.6 16. 46.4 6. 52, 9],
3. 61, 98.7 12. 68.4 3. 1. 82.
25, s1. 8.9 3 86. 2. 89, 81.4
A, 18 75.9 . 109, 1. 11 95,
25 46. 2.7 A 131 . 131 i1
28. 5. 80. .7 123, , 124, 12.
29, 55, 4 85, 7.6 109. . 110. 202.
3l 53.9 85. 1.6 97 N 97. 90,
35, 54. 4 89. .7 9, .4 9. 97
36. 58, 95. 8.9 89, .4 89, 93
3 58, 92. 8.5 18, . 78, 79,
3 58. 95. ) 76. . . 81,
39, 58. 97, 74.8 . 75. 8].
43 59. 02.4 . 15.7 . 75. 89,
4 63. 08.7 [ 69, A 10. 90,
A 66. 12.4 .0 - 65, . 65. 90,
45 66. 13. 62. . 62. 88,
49, 69. 19. ) 62, 63.4 96,
50,4 10. 20. X £9.4 60, 94,
52.1 72. 2. 4.3 56. N 58, 96.
54.5 N 29. 49 56, . 82. 201,
55.4 4, 30. 4.8 53, .4 54, 199,
58.2 6. 35, 51 51. A 52, 202,
59.8 78, 38.1 5.1 49, . 50. 204,
61.7 80, 2.0 5.0 46, 4. 204,
60.4 82. 2.4 4.5 43, 45, 202
6.4 84, 45.9 4.7 429 , 45, 4 206.
60.9 89, 50,7 4.6 411 2.3 208
60.5 97. 58.1 47 39, .5 40.7 213
61.1 101. 6 62.7 5.¢ 39, .3 40.8 218. ¢
€2.8 102, 65.1 5.7 38 . 40.9 221
65.3 103. 68.9 5.9 38. . 39.3 223,
65.4 106.4 .9 50 3. . 36.8 223,
65.3 109.4 .7 5.¢ 4, . 35.7 225.5
65.0 106.4 7.4 5.0 2. . 38.4 24,
64.9 104.4 69.3 6.9 38.3 .1 39.0 222,
eetecasnesensaveasannnsen weeeann ceneae - 36.6 .6 3.2 ceaanenne.

1 Private corporate debt includes the debt of certain federallyrsponsored agencies inwhich there Is no longer any Federal
roprietary interest, The debt of the following agencies are included beginning theseyears: F LB'sin 1949; FHLB'sin 1951;
MRA-»Seconduy ‘market operations, FICB's and BCOOP's in 1968, Tha total debt for these agencies amounted to so.i

biition on December 31, 1947; $3.5 billion on December 31, 1960; $38.8 billionon December 31.1970: $78.8 billion on Decems

ber 31, 1975; and $81.4 billion on December 31, 1976,
!‘ Tols) Federal securities Includes public debt securities and budget agency securities,

Hote: 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—7 73
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TABLE 4.—ESTIMATED NET GOVERNMENT AND PRIVATE DEBT, BY MAJOR CATEGORIES

Private t Percent
- State and Total net Federal
Yesr - Individual  Corporate . Tota! focs!  Federal? debt of total
3. 40.2 76,5 45 1. 82, 1.
3. 437 82. 4 [X 7. 94, 2.8
I’} 4.0 9). .1 20. 17, 1.8
43, 53.3 92, .5 S. 28. 20.0
48, §1.7 05. .2 3. 35. 1
49. §1. 06. .0 3. 36.3 1.0
50. 58. 09. 1.9 2.8 40.2 6.3
§3. 62. 16. B.§ 1 46, 3
55.8 61. 23. 9. 4 1. 53. X
59.6 72, 32. .3 0. 62.9 X
62.7 16. 38. .1 9. 69. E
66, 4 8l. 47. .1 8. . . 3
0. 86. 56. 1 .7 1. 86. . 4
12 88 6. .6 6. 91, 3
1. 89. 61. .7 6. 92, .
64, 83. 48, .0 8. 8. X
57, 80. 37 .6 1. 15. .
51 76. 2. .3 4, 68. .
49, 15 25. . 9 30.4 7. 1.
49. n. A, . 1 3.4 15. 9.
50. 76. 26. .2 3.7 80. 20.
sl 15. 26. 1 39. 82, .
50. 1. 23. ! 40. 19. X
50. 13 4, X (TS 83. )
3. 15. 28. .4 4, £9. .
55. 83. 4 39, 6.1 56. 3 211.4 26.7
49, 9l. 4l .4 ol 58, 39. 4
48. 95, H. .5 54, 4 13. 49.
$0. 94, 4, .9 il 70. 18
54.7 85. 40. L4 52, 405. 2.
59.9 93. 53.4 .7 9. 396 1.9
69. 4 109. 13. . . 415, 3.
80. € 118.4 99, X 3 431 50.0
90. 4 118, 209, 19. 6 445, 48.
104.3 142, 247 1. . 4 486. 44,
114.3 ls;. 2. 4.2 B. 519. 4l
129.4 172, 3o1. 7.0 . 550. 40.
143 180. 32, 30. 26. 581. 39.0
152.2 184. Ul 35. 29. 605. 1.9
180. 215. 395. 4l 229, 665. 4.
195. 23, 429.6 4, 4, 698. 4 2,
307. 249. 456, 48 , 128. 30.
22, 262 484.9 53. 769, 30.
205, 28], 532.0 59, 4 3. € 29.
263. 306, 569, € 64, 39, 74, 21
284, 328, 613. 10. 46, 930 26.6
31l 353. £65. 4 1 53. 996, 5.5
345. 383, 129.4 83 51.5 1, 070. 4,
380. 417, 197.2 , 264, 11 3.0
2. 463, 887.8 98. 266.4 1,252, 1.
454, 512, 922.5 104. 271.8 1,349, 20.
489, 562, 1, 051 112, 286. 1, 450. 9.
$29. 653. 1, 182 122, 291.9 1, 596, ¢ 8.
566. 764, 1,330, 133, 289, 1,753, 6.
600. 836, 1,436, 144, 30l 1, 881, 6.
662, 911.2 1,578 162. 325. 2,067, 5.
763. 1,016.7 1, 780, 178, Ul 2,29 4
854, 1,166.5 g, 020. 192, 349, 2,562, 3.
922, 1,299.4 , 221 211. 360. 2,793 2.
994, 4 1, 365.4 2, 359, 222. 446 3,028 4,
1, 106. 8 1,496.1 2,602, 236.3 515. 3,35, S.
077 0 e iiesseescsecessnesasussscatomecssiiessammnannaaan X} N
Il d ies in which there is no loneer any Federal

1 Private corporate debt includes the debt of certain fed a
inning these years: FLB's in 1949; FHLB'S in

y-$p
Yroglien;x intarest. The debt of the followine avencies are included

951+ FNMA—Secondary markel operations, FICB's and BCOOP'S in 1368, The total debl for these agencies amounted to
$0.7 biltion on December 31, 1947, $3.5 billion on December 31, 1960, $38.8 billion on December 31, 1570, $78.8 billicn on

December 31, 1975, and $81.4 billion on December 31, 1976. )
1 Bov'r)owln; from the pubilc equals gross Federal debt less securities held In Government sccounts (3 unified budget
concept),
Note: Detail may not add to totals because of tounding. 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, Buresu of E ic Analysis, C Depariment.
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TABLE 5.~—ESTIMATED PER CAPITA NET GOYERNMENT AND PRIVATE DEBT!?

Piate State and Total net
e an otal ne
Year Iidividuat Corporale Totsl focal Federal? debt
916, .t 356 750 ] 12
917, 35 423 79’ 46 1 9%
431 455 88 49 203 . 139
420 510 930 53 45 ,228
452 542 0?0 23 , 218
453 525 978 13 , 256
462 532 9935 11 07 , 214
.......... 480 559 1,039 n 95 ,310
489 589 1,078 82 8 34
515 628 1,142 89 15 , 408
534 649 1,183 95 64 , 441
558 682 1,240 102 $3 , 494
581 115 1,295 05 45 N
929 589 130 1,329 12 36 , ST
583 126 1,309 19 34 . 56
1931.. 523 67 1,29 29 49 . 47!
1932..... 457 64 1,098 13 n . 40
1933..... 406 [} 1,018 03 .34
lgss" ko 59, 932 26 41 358
1935.. 391 $ 978 21 70 315
1936 395 594 989 21 94 ,410
1937 397 § 985 25 304 414
1938 385 56! 950 24 12 , 386
1939 388 §62 950 25 25 40
1940... 400 SN 970 24 38 , 43
941 415 62 , 20 420 , 57¢
M2 369 67 , 045 14 51 , 91
3. 56 696 ,051 106 , 128 , 282
Si.. 365 617 ,0 100 , 818 , 668
194 607 9; , 198 , 890
422 659 , 081 9 617 , 194
947 480 151 , 231 04 ,532 , 873
8. 548 804 , 352 15 , 463 , 930
9. 793 . 3% 28 , 453 , 977
950.. 685 938 ,623 43 428 , 193
1950 ..... 138 ,058 196 56 , 400 , 352
1952.. 821 034 , 915 il , 406 , 492
953 894 . 129 , 023 92 416 , 631
954 964 . lgz , 094 18 ,405 , 117
955. , 085 2 , 381 48 ) , 013
1956. V157 ,386 , 543 263 , 328 4,135
1957 X ;07 , 448 , 655 283 , 297 4,235
1958, .. oiiinn , 215 498 .77% 307 ' 4,401
1959 . ..coccieenn , 318 ,614 , 99 335 ,35 4,684
1960. .. , 457 695 , 153 359 32 4,839
1961. ' , 181 , 338 384 43 5, 064
1962. 672 y , 567 413 , 360 , 339
1963 82 , 027 , 854 443 , 36 , 658
1954, , 981 , 174 4,154 41 , 376 , 001
1965. . 185 , 384 4,569 506 37 , 446
1966... ,313 , 634 4,948 533 , 38 , 864
1967, s , 461 § , 293 568 N , 301
1968... ,637 , 254 , 891 611 , 454 , 9!
1969. , 194 , 173 , 567 658 , 42 B, 651
1970. , 929 , 010 107 , 41 , 815
197 , 224 4,401 , 625 186 , 5N , 984
192 , 658 X 8, 526 852 , 634 11,012
197 , 061 , 54 9, 605 94 , 659 12,173
194 4,352 , 132 10, 484 997 , 103 13,18
1975........ 4,693 , 444 11,136 1,051 , 080 14,293
19%6...... 5, 145 12,100 1,098 , 398 15, 596
19772 eaeiaaccncianennanns ecesenrnecesinsnens ceevececncsananns eeceaaesan , 460 ........ ceaen

1 Per capita debt is calculated by dividing debt figures by Eopulalion of conterminous United States. Beginning 1949,
po’pummn includes Armed Forces overseas, Hawail, and Alaske.
Private corporate debt includes the debt of certain ledmll¥ ponsored |foncln in which there is no Iong:r a%ﬁdml
rm rlmv'x interest. The debt of the to!lowlnp lsoncios are included bgog nning these years: FLB's in 1949; FHLB'S in
951; FN A--Smndu&mum ogemlons FICB’s and BCOOP's in 19683. The lotal debt for these afon:m amounted
t2 $0.7 billion on December 31, 1947: $3.5 billion on December 31, 1960; $38.8 bitlion on December 31, 1970; $78.8 billion
on December 31, 1975; and $81.4 bitlion on December 31, 1976.
3 Bovs:win; from the public equals grass Federal debt less securities held in Government accounts (a unified budget
concept). -
Note: Detail may not add 10 totels 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, Commarce Department.



16

TABLE 6.~NET GOVERNMENT AND PRIVATE DEBT RELATED TO GROSS NATIONAL PRODUCT
{Ratios of debt to gross national product)

Gross
national Privatet L ,
duct State and Totai net
Yoar (bitlion)  Individual Corporate Total focal  Federal® debt
929..cisscmcnnrenncnnn $103.4 70.5 86. 56.5 3 16.0 185.6
eeesvenserassroenen 9.7 19.2 98 1.1 6.3 18,2 212,
LX) R, 16 85.4 109. 98, 1 24.4 240,
32 58, 98.0 137, 35, 8 36, 300.
85, 91.4 137, 29. 9. 43, 301,
65, 76. 118, 92, 4.4 46. 262,
2. 68. 103, N, 47, 241,
gé. 6l 92.0 53 45, 218.3
52. 18, 31, 6 40, 188. 4
85, 58, 86.3 45, 41, 211,
8 86, 81, 36. 47, 201,
100 83, 75, 28, . A4, 89.
A 44, 66.8 11.4 . 45, 69,
3l. 57, 89.4 9. 64, 63, 4
92 25. 49, 15 7. 80. 63,
10. 2, 44, 68, 6. 100, 16,
212 25. 40,2 66, 6, 119.0 9],
2 28, A4, 3. 6. 109.5 89,
232 2. 4.1 6. 6. 95.3 18,
259, 31 45,7 76, . 83.1 66.
258 35. 46.1 81, \ 84,4 12,
86. 36. 49, 8. 1.6 16.0 69,
30, 34, 49.7 84, 4 65,7 52,
47, 37. 49,7 86, 7.8 63.8 58,
366, 39. 49,5 88, 8.4 62.0 58,
366. 43, 50.3 93, 9.7 62.6 65.
399. 45, 539 - 99.( 10.3 51.6 66,
420. 46, 55.7 02, 10.6 53.4 66,
442.8 46, 56.3 03, 11,0 80.4 64,
448, 49, §8.4 08, 12, 51,5 .
486, 50.4 59.0 03, 12, 49,7 n.
506. 52. 60.6 2 2, 47,4 12
gs. 54, 62.8 1. 3 47, .
N 55. 4 62.7 8. 3. 45, 16,
594. 58. 64.6 2. 4, 43, 80,
635. 59. 65.7 5. 4. 41, 85.
688, 6l. 67.3 29, A, 38, 82,
153. 60.4 68.6 29. 3 36. 79,
796. 61.4 0.7 32, 14, 36, 82,
868, 60.9 75,2 36. 4, 33 83,
935.5 60.5 81,7 42, ' 30, 7.
982. 4 61.1 85.1 45, 4, 30, 91.6
1,063.4 62.8 85.7 48, 5, 30. 94,4
1,17 65,2 8.8 2, S. 29, 96,4
1, 308 65.4 89.3 4. 4 26. 96. 1
1,412, 65.3 92.0 7, 2 4. 25, 9.7
1,528. 85.0 89.3 54, 4 4.6 2. 98,1
9 1,706 64.9 8.7 52,5 3 30. 96,6
LY LK |1 L ceveracussacnean 289 ........ .

1 Private corporate debt includes the debt of certain fodor;lclly sponsored agencies in which there is no longer any Faderal
Fm rigtary Interest. The debt of the !ollowlng agencies are included beginning these years: FLB's in 1949; FHLB's in 1951 ;

NMA—Secondary market o:e(agnons, FICB's and BCOOP's in 1968, The total debt for these agencies amounted to 0.7
billion on Dec. 31, 1947; ”7‘6 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: Detall 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: Federat debt, Treasury Department; other data, Buzeau of Economi¢ Analysis, Commerce Depariment,
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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?d
Privately Prlvatel Privately
Year Grosst Net® heldnet?  Gross! Net? held nef®  Grosst? Net? held neté
16.5 16.0 144 36 131 281 265 256

16.5 15.8 141 U 8 9 279 2
18.5 1.7 49 142 34 2 327
213 19.4 176 1 155 45] 437 396
- 24.3 21, 201 94 174 513 492 443
- 30.4 28. 264 41 21 657 §51
) 3.4 3 2 10 251 688 654 7
3.7 35. 315 94 215 152 704 658
39.2 36 335 304 284 176 bl 658
40.5 31 35 12 291 837 744 695
42.6 40, 3 25 306 893 7 133
.8 42. 3% 38 321 934 802 161
. 56.3 54, 490 20 403 , 089 909 871
. 01.7 95, 840 51 705 , 661 , 486 ,394
54, 4 42 , 46 1,125 , 041 , 388 , 156 ,995
1.9 93, , 682 1,825 , 390 , 156 , 863 , 608
2.5 228.7 , 990 1,798 ,624 , 65 , 299 , 981
9.5 206, , 835 1,617 , 452 , 84 , 504 2, 248
1.7 99, , 710 1,532 , 315 , 522 , 183 , 960
8.3 92. 0 1,716 1,463 , , 384 , 032 ,811
1.6 92.7 1,715 ,453 ,320 , 427 , 056 ,867
1.4 96. 1,684 ,428 , 291 , 252 ,909 , 125
16.9 193, 1,622 , 400 , 246 , 109 , 161 ,513
21,5 %96. , 699 , 406 , 249 L1 , 158 , 562
26. 8 00. , 115 , 416 , 254 , 13 , 159 ,558
29, 1 204. , 105 , 405 , 252 , 12 , 154 , 563
29. 6 04. , 691 , 384 , 234 , 10 , 120 ,534

4.3 99.4 L 641 ,328 , 180 , 983 , 605 )

3.0 98, 8 ,613 , 297 , 155 , 89 , 521 ,3
1.0 204.7 ,627 , 321 , 170 , 81 ,523 , 349
4].4 14.8 , 656 , 357 , , 881 , 542 312
39, 8 12.4 ,628 , 321 , 115 , 823 , 486 , 316
46. 7 217, 8 ,636 ,343 1 185 , 820 494 ,319
53.6 222.8 , 651 , 360 , 194 , 815 , 495 ,313
57. 5 223, , 660 , 361 ,183 , 195 412 219

64,0 2], , 685 , 316 ,183 ) , 410 X

66. 4 25, , 682 3 , 161 , 164 ,438 a7
71.8 21, , 128 , 383 , 187 , 153 , 403 174
286. 4 37 , 821 4] . 194 193 , 419 L1716
291.9 38 ,850 ,454 , 190 ¥ 1367 119
289.3 32, , 881 , 427 , 145 ) ,265 ,014
301.1 , 956 L4710 , 166 ,643 234 979
325.9 55, , 098 , 574 , 232 , 708 ,219 1,001
341.2 269, , 203 ,634 , 292 132 , 284 1,015
349.1 , 285 ,659 , 216 , 650 , 198 922
360.8 280, , 318 , 103 , 322 , 831 , 096 851
446.3 358, , 152 , 090 671 , 655 , 257 1,009
515.8 418 , 090 , 398 , 945 , 113 . 316 1,116
§32,2 42, , 167 , 460 , 985 110 ,307 1,030

- 1 Total Federal securities Includes public debt securities and budget agency securities.
¥ Bortowing from the public equals gross Federal debt less securities held in Government accounts (a unified budget

concept),
! Bopu)owln( from the public less Federal Reserve holdings,
¢ Per capita debt Is calculated by dividing debt figures by population of conterminous United States. Beginning 1949,

po{:ulnion includes Armed Forces overseas, Hawail, and Alaska,
Real 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 figutes are for calendar years, except for 1977, 1977 figures
are for half year or 2d quarter,

Source: Federal debt, Treasury Department; other dals, Bureau of Economic Analysis, Commerce Department,
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TABLE 8,—PRIVATELY HELD FEDERAL DEBY RELAYED TO GNP

Gioss
national Privmlx Ratio of  Year to year
product hal debt to price
Year (billions) debt ! GNP changes?
$103.4 16.0 15.5 cencvrnnanasn
90.7 15.8 172, -8,
76, 1.7 23, -
58. 19. 4 33. -10,
55. 2l 3. .
5. 28. 42. :
72. 32. 44, X
82. 35. 2.1 - .
96, 36. 3r ,
85. 3. 44, -2,
90. 40. 44, - 4
100. 42. 42, .
14. 54, 43, ,
158, 95. 60. 4 X
192, 142, 74 X
210. 193, 91. 8 .
212, 3 228 107.5 X
209. 6 206. 98.4 18.
232, 9. 85.6 ,
259. 92. 12 X
258.0 _ 97. 6.7 -1
286. 9. 68.7 5.
330. 93. §8.5 6.
. 96, 56.7 o
366, 00. 54.9 .
366. 04. 55.8 -4
399. 04, 51.3 4
420, 199, 4 47.4 2.9
442.8 198. 4.9 3
448, 204, 45.
486, 4. 4.2
$06. 12.4 42,
523, 17. 41,
563. 222, 39.6 3
594 23. 37
635 221. 35.
225. 32. 8
753.0 221. 30. ,
96, 237, 29. ,
868. 238. 27, A
935. 232, 2. .
982, 239. 24.4 .
1, 06?. 4 255. 4.0 4
1, 1. 211 23.1 . 4
1, 306. 210, 20.7 .
1,412, 280, 19.8 12,
1,528, 358, 23.4 A
1, 706, 418 24.5 4
1, 840, 4 2.3 6.

1 Borrowing from the public less Feders] Reserve holdings.
 Measured by.all item Consumer Price Index, Decombar 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 half or 2d quarter,
Source: Federal debt, Tressury Department; other datas, Bureau of Economic Analysis, Commerce Department,
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TABLE 9.-~CHANGES IN PER CAPITA REAL GROSS NATIONAL PRODUCT

GNP per capits, change
from year ago

GNP in GNP per capita
billions constant Constant
of 1972 1972 1972

’
Year dollars dollarg? doltars Percent
3.7 . S evusenmnnas
5. , 129 544 21
63, , 123 1,006 -32
221 , 819 -303 -14
222, , 769 -50 -2
2 , 894 125
261, , 051 157 8
2! , 320 269 3
1o, , 413 92 4
29, , 294 ~118 -
, 443 148 €
I O
54 , 358 392 13
521, 3,842 4 14
iy 'S8 B
an. 32? ~618 -1
468. , 236 -1
481, 313 76
490, , 216 ~36 -
533. , 504 2
576. , 722 2]
598. , 199 7
621, , 882 83
613, , 764 -11 -
654.3 , 946 18
668. , 960 13 0
680.9 , 959 0
619.5 , 885 -1 -1
720.4 4,051 165 4
136.8 4,078 2 0
758.3 4,112 3 0
799.1 4,284 17 4
830.7 4, 3% 108 2
874.4 4,557 167 3
925.9 4,765 208 4
981.0 4,991 225 4
1,000,7 5,071 80 1
1,051, 5,241 169 3
1,078 5, 323 8 i
1,075. 5,249 -74 -1
1,107, 5,349 100 1
L. 5, 607 258 4
1,235, 5, 869 262 4
1,212.8 5, 147 -122 -2
1,202, 5,629 ~118 -2
1,20, 5, 926 297 5
1,320.9 6,104 220 4

§ Per capita debt is calculated by dividing debt figures by ropuhuon of conterminous United States. Beginning 1949
population includes Armed Forces overseas, Hawali, and Alasks,

Note: Detail m! 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.

Sauzce: Federal debt, Treasury Department; other data, Buresu of Economlic Analysis, Commerce Department.
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Senator Lona. 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 und, if we wanted to, any
time we thought they were in trouble, 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 keep 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 the Federal Govern-
ment holds, is tL&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 of 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 Lona. It is the debt that you owe to the other guy that
you have to pay, but if you owe it to yoursell, you can pay it at any
time you feel lif(’e it.

Secretary BLuMENTHAL. I do not think that that is an argument
for having an unbalanced budget; unless there are circumstances
bﬁygxlld lour control, I think you still ought to not have to borrow at
all, ideally.

Senatox)', Loxg. 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 Loxa. Who else is there with you?

Secretary BLusmeNTHAL. The Secretary of Labor and the Secretary
of Commerce. We are joint trustees.

Senator Loxa. 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 Loxg. 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
compel]ecﬁo 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; tod‘ay, it is 23 percent
olt; the gross national product, less than one-quarter of what 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 I1?
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Secretary BLuMENTHAL. I think that these figures are very impor-
tant. 1 aﬁree with you that they represent progress in a certain waI);,
and clearly it has to be related to current dol%urs and to the GNP.
- I do think, however, Mr. Chairman, that what worries me is that a
well-run budget probably should go some yeers 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 sce a little bit more variation in the
trend.

Senator Lova. I agree with that, Mr. Secretary, and 1 want to sece
this administration gropose & balanced budget, as the President has
promised, by the end 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?

cretary BLUMENTHAL. Yes.

Senator T.ong. In the last analysis, what is the money supply
except a debt that somebody owes to somebody else? Even the money
Iam carr{inf today in my pocket I subsequcntlg' 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 Liona. And it has been my impression that if you look at
our public plus gour gross debt, the public less the private debt, it
ooks 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 sce, Actually, I was looking for the
figure that gives us the public and private debt which is over $3
trillion, What page is that on in these reports? Net government and
private debt. Table 4; would that bo it?

Secretary BLUMENTHAL. Table 4.

Senator Lona. The estimated net debt, net government and private
debt by major catcgories, the latest figure at the bottom of the
column, if that is the right column, $3,350,000,000,000. Is that correct?

Secretary BruvenTHAL. That is correct, sir.

Senator Loxa. When f'ou 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 BrumenTHAL, That is correct.

Senator Loxa. That debt related to %ross nations! product is only
a quarter of what it was at World War II at the high point. Further-
more, if you look at the things that have increased, there is a big
increase.

Secretary BLumeEnTHAL, State and local.

Senator Lona. Take a look at corporate.

Secretary BrumeEnTHAL. That is right.

Senator Lona. 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.

96-388—17—4
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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, could we not?

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

Senator Loona. I am concerncd 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 put 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 they should, and that could be a problem.

Senator Loxg. 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 creﬁit for the fact that it has been taxed twice, to reduce the
burden of double taxation, would that not induce some poeple holding
bonds to prefer to trade their bonds in for equity positions in the
corporations?

Secretary BLumENTHAL, ‘That would be my expectation.

Senator Loxa: Would that not strengthen the equity position of
the corporations when they do that?

Secretary BLumenrtaAL, It would,

Senator Loxa. Would that not reduce the overall debt structure of
the country?

Secretary BLuMENTHAL. It certainly would reduce the total amount
of private debt by moving some of it into equity aud capital.

Senator Lona. It seems to me, Mr. Secretary, as much as we stress
our Goyernment’s debt—and we ought to keep an eye on it; I want
to and it is a definito 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 for the soft spots
where this economy can come tumbling down like Humpty-Dumpty,
if we do not carefully watch it. We would be well advised to give some
attention to the other part of it which T 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,

[ think that people should come to realize that that corporate debt
is something that t{my have to pay in one respect or the other, because
it has to be passed on to the consumer as a part of the price for his
product, Is timt not right?

Secretary BLuMENTHAL. Yos. - -

Senator Lona. In the last analysis, that is also a burden on the
citizens of this country. They are taxpayers. They do not pay as a
taxpayer, but they pay as a consumer when they buy the product.

Secretary Br.umENTHAL. T only have one comment, 1 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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1t does have an influence, and an important one, in my judgment,
on_their general level of confidence. When they see large Federal
deficits, their level of confidence in the future and economic stabilit
is somewhat reduced, and therefore their willingness to take the ris
to really scurry around for equity capital to make the investments
that will allow us to create those jobs 1s somewhat reduced.

So there is a relationship in wimt happens on the private side to
what we do on the public side, and it is for that reascn where your
analysis is absolutely accurate. 1 think we need to be concerned to
keep the Federal debt under as much contrel as possible.

Senator T.oxa. Mr. Secretary, I think that T at one point asked
that a table be computed that would show where our gross national
product is, so we could comll)ute it at constant dollars and put it on
a per capita basis, We.could look at the numaber of people that we
now have in the country, put the gross national product in constant
dollars, and then yvou put it on a per capita 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 1 looked down there
on chart 9 and seo that when you come to the end 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 carlier.

Senator L.ong. Mr. Secretary, you notice that we have years whero
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 down to the end of that column,
if you can report for your administration year by year that you
are showing 1n 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 and 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 done a fairly good job of it.

If you take it all l_).ut together, it looks to e 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 canceled out the red-
caps 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 money 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. That ix 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 BruseNTaL. Thank you.

Senator Byrp. Senator Long, I think, has opened up a very important
¢uestion ns to whether the public debt is owed to ourselves. [ think
it is a matter that should be fully explored, and I want to do that
with the Secretary,

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

Senator Loxa. If the Senator would yield to me, I am talking
about the 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, [ would like to sce one.

Senator Byrp. Tt is a debt that we owe to the social security recip-
ients, and T 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 com-
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 $56.8 billion of U.S.
bonds, foreign ownership of our debt is another question that T want
to get into at a later time, but 1 will now yield to Senator Roth,

Senator Roru. Thank you, Mr, Chairman.

First, with the chairman’s permission, I would like to have him
insert at this point in the record some remarks by Senator Curtis.

[The statement of Senator Curtis {ollows:]

STATEMENT OF SENaTOR CarL T. CurTis

Mr. Chairman, I support the request of the administraticn to increase the
temporary debt ceiling. We do not have a bill before us hecause 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 c¢f economy. Rather, it is simply the au-
ghoritydto pay for the Government to borrow money to pay obligations already
incurred.

Most of us realize that the litmus test of fiscal responsihility is not how one
votes on a measuré to permit responsible management of toe public debt; it is
how one votes on the scores of authorization and spending bills that come hefore
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 hvw 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 GGovernment may not borrow money to pay its debts,

I notice that Congress has'recently}'approved’a’deficit for the next fiscal year of
approximately $61 billion. This action can only invite more growth in Govern-
ment, 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 economie policy, only Govern-
ment can cause this to happen,
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It 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 borrewing. 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 nut forget that the extont to which privata_capital 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 pre-
empted by Government borrowing, an enormous amount of private capital has
been destroyed by the Government’s inflationary pclicy. Profits have been over-
stated and thus overtaxed, and the decline in the market value of the stocks listed
on the New York Stock Lxchange 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

suggest.

ﬁr. Chairman, while we may express our concern over the amount of future
Federal B}I)‘en(!jn , we can do ncthing about the levels that have currently been
planned. Thus, 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 Roru. I will be fairly brief, Mr. Secretary, but I would like
to go back to some of your answers to Chairman Byrd.

Tow 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 BrnumeNTHAL. T would characterize the current situation
of our cconomy, to_be good, but not excellent, and characterized by
some uncertainty.

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

Secretary BLumeNTHATL. I do not believe that other than the budget
decisions that have already been made thit 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 Rorn. To the extent that you are looking at anything at
this point, it would be additional spending programs possibly in the
urban area?

Secretary BuumexTHAL, Within the context of budget 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 n the
_ congressional budget resolution.

Senator Rorx. 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 cconomists, both of the somewhat
liberal persuasion like Mr. Ileller, 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 be'ieve that if we are really going to try to get
this country moving agawm, if we really are going to be able to start
supplying 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 todt}y?

Secretary BLUMENTHAL. It is a question of timing, Senator. I do
anticipate that the President will be sending up veri; 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 Rotu. That bothers me very much. I think it is the wrong
approach.

Last 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 onc.

I am not saying it is not going to be a good one, but it is going to be
very controversial. It is going to propose a lot of changes that are
going to mean a lot of differences to business and different interests,
and 1t 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—we characterize it as 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 BLumeENTHAL. 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 enerﬁzy program, to
some extent the uncertainty was engendered by a feeling among the
business community that we were not tackling our energy prolﬁems
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 and 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.

And T would think if I were a businessman stviﬁ, I would be some-
what reassured that the country is facing this issue and dealing with
it in a forthright manner, 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 grovides opportunitics. 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 Rora. 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 broufht 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, and very
little considering the long-range impact. We are talking about taking
$90 billion out of the private sector during the next 8 years.

1 think the reason it is in such bad difﬁcult{', 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 BLumeENTHAL, Let me make one final comment, Senator.
I think that it should be said, in all fairness, that the proposals that
the President made, you may or may not be in full accord with all
aspects of them, did involve a rough balancing over the period involved
of outlays and expenditures of some, I think, $50-some bi'lion.

There was no intention of taking money out of the economy without
gutting it back in. There is legitimate room for debate of whether it is

eing 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 Rotx. 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 Byrp. 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 t‘he Senator [rom 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 individun{debt is certainly
productive. Most of it is really consumptive. Government is part
consumptive 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 see any arcas of possible relief? Our agricultural capability,
the bloom is off of that benefit. The thing that I notice that is 'i)lappen-

ingim 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? lHow 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?

ecretary BLumenTtuAL, 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
rowing satisfactorily and has been quite stable in the face of this
increase, but it is a serious matter. Certainly it is important to us, asn
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 existenco or absence
of large imbalances. Therefore, it 18 something we need to be very
concerned about.

What are the reasons for the large increase in this imbalance on
trade? More than half of the increase in the imbalance from last year
to the-first- 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 invigibles, 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. The ene
program—I hope that the Congress will pass a tough one—even wit
the changes that will be made should, within the next couple of
years, have & 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 of the Alaska oil clearly will be helpful. I hope that they
can repair that pumping station relatively quickly, becasue that is
goingto-make some diflerence. I think the question of how much oil
we put into our strategic stockgilo, 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 stepping up, and are stepping up
substantially, the operations of the i‘)]xport- mport Bank in order to
encourage American exports as much as possible.

But what we cannot do, 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 13 considering now, in subsequent
ears, the effects of that, together with the growth of otlier economies—

guess I should make that dpointv. 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
;)rograms, 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 Jupan 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 impact.

When you add those things together, I think we can look forward
toward not a quick improvement, but a gradual improvement, and
iti) 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 tho
others, that raised our appetite 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 goivg to continue to grow more
and need more energy, and so that means more oil.

So conservation, which 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 you 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 here at some
yoint as & result of tﬁat control, we can work with our own economy,

ut in the international economy, we do not.

I think you share that same concern. I think we are all going to
learn 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 scem 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
on a proper mechanism in the face of such a panic?

Secretary BLUMENTHAL, 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 that
aggravates 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 he
the case every year, and obviously, we can look forward over the longer
term to some positive contribution on that side.

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

Senator GRAVEL. Thank you, Mr. Secretary.

Senator Byrn. Mr. Secretary, Senator Gravel alluded to, as I did
«carlier, 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
«concern, Does this ownership l)ose 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 protty well regularized.

You could argue, and I think with some justification, that it gives
the holders of these U.S. Government securities, 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 voie 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. \k’e 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. These things are handled in a

'ver(' regular manner, and obviously we are watching it carefully.

We do not sce that there is any great cause for concern, given these

amounts, . )
Senator Byrp. Do you have a list of countries which own the U.S.

securities?

Secretary BLuMENTHAL. I do not have it with me, but we do know
{1‘(11;\ what parts of the world, in what parts of the world, this debt is
held, yes.

Sen};tor Byrp. In regard to the national debt, do you agree with the
assertion that we owe it to ourselves?

Secretary BLUMENTHAL. Yes, I do, in a sense that a portion of jt—
I think Senator 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 i3 paid from one group of people, from the taxpayers, if you
will, to those that hold the debt, an(l)it stays within the general do-
mestic economy.

Scnator Byrp. 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 budget for fiscal year 1978, and with the contemplatc(i
increase in the (lett,ceiling which we are considering today, the tax-
paver will be paying $46 billion in interest charges on the debt.

Secretary BrumexTHAL. That is correct. It is $46 billion or $48
billion; it is $46 billion.

Senator Byrn. 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 1s not important becnuse we owe it to ourselves,

What about the State and local governments, who own Govern-
ment securities, the pension and retirement plnns, and all the other
rivate investors owning our debt? The debt 1s not owed to ourselves

ut 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 seems 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.

Secretary BLumeNTHAL. T certainly do not say that we do not
need 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
triedd to put it into pemspective was to say that the Federal debt is
composec?, is owned, or owed to, various different elements, and that
each one of these must be analyzed and seen for what it is.

1 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, 1 think that it is an important and
serious matter, and I certainly feel that way.

Senutor Byro. I know that you have another ¢ommitment, and I
do not want to hold you 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
vou that if we could work out another date so that we might go into
this aspect of it a little more thoroughly.

Secretary BrumeNTHAL. Certainly. I would be willing to do that,
Mr. Chairman.

Secretary Byro. Senator Gravel has a question.

Senator GrRaveL. 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. L
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 payments, between the current account, between the balance
of trade, and the debt, and I will be glad to provide our analysis of
that in writing.

Senator Graver. 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
})lus invisibles) tends, in qencrul, to increase the supply of dollar funds available
or investment in the United States, in one form or another, by forcign private
or official holders.

This effect is particularly direct and clear cut in the case of that substantial

art of our present trade deficit representing our increased payments for oil
mports—which has contributed directly to the large payments surplus, not
currontly spendable on goods and services imports, accumulated by the OPLC
countriez, Those countries, in turn, have invested a large fraction of their surplus
accumulations in the United States, including quito substantial amounts in hoth
Treasury bills and marketable Treasury bonds and notes,

To the extent that the non-vil portion of our current-nccount deficit may alzo
be roflected in official accumulation of dollar assets in the United States by the-
monetary authorities of various non-OPLC countries (rather than in private
capital investments by foreign banks or other private investors), theso non-QOPEC
monotary authoritics alzo tend to invest gignificant portions of their dollar hold-
ings in short- or long-term marketable Treasury securities.

At the same timo, however, the amounts actually invested by official or private
foreigners in U.S. 'l"rensury securities at any particulur time are, of course, also
subject to a great many factors other than the U.S, balance of payments position—
including the country distribution of payments surpluses 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 attractivencss to foreign dollar holders of
Treasury gecuritios versus other capital and money-market instrumonts, including

bank certificates of deposits.

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

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

Secretary BrumeNTHAL, 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.. e aeenene memmmam—n comammemannne- c—— ememe SIGL3
June 30, 1977 ccnmccccmccnaaan ORI ceamescenssananmcnnanne e 163.7
Source: Treasury Bulletin, August 1977, p. 87,

Senator Byrp. In concluding, I want to say again, that in analyzing
the national debt, we find that it has (Iouble(fin the 8-year period
ending with fiscal year 1978; also we find that, of the total national
debt, 50 percent will be accumulated in those 8 years, 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. Secretari:.
Secretary BLumeNTHAL. Thank you, sir.
[The prepared statement of Secretary Blumenthal follows:)

StatemeNT oF IHHoN, W, MicuArL BLUMENTHAL

Mr. Chairman and members of the committee, I am pleased to be here 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 (enacted 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 enncted
June 30, 19765 on the amount of honds which we may issue without regard to the
4!{ pereent interest rate ceiling on Treasury bond issues,

Finally, we are requesting authority to permit the Secretary of the Treasury,
with the approval of the President, to change the interest rate on ULS, 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 limit outztanding at the end of each month through the fiseal year 1978
are shown in the attached table. The table indicates a {m\k debt subject to limit
of $780 billion on September 30, 1978, assuming a $12 billion ensh 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 refleets the Administration’s current estimates of o
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 entitics of $8,5 billion, The
trust fund surplus must be reflected in the debt requirement beeause the surplus
is invested in Treasury sccuritics 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
from the Treasury, the Treasury is required to increase its borrowing in the
ﬁmﬂmt by a corresponding amount, This, of course, adds to the debt subject to

mit.
As indicated in the table, it is assumed that the Treasury’s operating cash
balance will be at $12 billion at the end of cach month from September 30, 18977,
through September 30, 1078, On this basis, no net incrcase 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 by the Treasury in recent years. Over the
;mst deeade, the Treasury’s cash balances at the end of cach fiseal year have

yeen as follows:
Bitlion

The need to carry larger eash balances in recent years refleets the overall growth
in Government receipts and expenditures. Also, there is a heavy drain in cash
from Government expenditures in the first half of cach month, and there 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 used to pay off
«lebt, are essentinl to the efficient management of the Government's finances.
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Our $83 billion estimate of the re(luirc(l increase in the debt subject to limit
through Septemiber 30, 1978 is $8 billion higher than the $75 billion increase rec-
ommended by the House 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 Federal budget for fiseal year 1978, which was adopted by the Congress on
September 15, 1977,

As indicated in the table attached to my statement, the $773 billion limit ree-
ommended by the House Committee and t\%)mvml in the concurrent resolution
iz expected to be reacherd by August 31, 1978, Thus, if our eatimates prove to he
correct, the Treasury may have to maintain lower than desirable cash balances in
Septomber 1978 to stay within the $773 billion limit or come back to the Congress.
to request that a further increase in the debt limit be enacted perhaps a few weeks
carlier than the gropnsc(l 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 week, I urge yvour Committee to agree to the $775 billion limit recom-

mended by the House Commitice,
BOND AUTHORITY

I would like to turn now to our request for an increase in the Treasury’s anthor-
ity to issue long-term securities in the market without regard to the 4! percent
statutory ceiling on the rate of interset which may he paid on such issues, We are
requesting that the Treasury’s nuthority to issue bonds (securities with maturities
over 10 years) be increased by $10 billion from the current ceiling of $17 billion
to $27 billion.

As you know, the 4} percent ceiling predates World War IT but did not hecome
a serious ohstacle to Treasury issues of new bonds until the mid-1960's. At that
time, market rates of interest rose above 4% percent, and the Treasury was pre-
cluded from issuing new bonds,

The Congress first granted relief from the 41 percent ceiling in 1967 when it
redefined, from 5 to 7 years, the maximum maturity of Treasury notes, Sinco-
Treasury note issues are not subject to the 41 pereent ceiling on bonds, this per-
mitted the Treasury to issue gecuritios in the 5 to 7 year maturity aren 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 44 pereent ceiling applies only to Treasury issues wf‘th maturitics:
in excess of 10 years, and certain amounts have been exempted from this cciling.
In 1971, Congress nuthorized the Treasury to issue up to $10 billion of bonds with-
out regard to the 4% percent ceiling, Thix 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 hetter balance in the matur-
ity stlrlixcturo of the debt and has re-established the market for long-ternt Treasury
securities.

Today, however, Treasury has nearly exhausted the $17 biltion authority. The
amount of unused nuthority to issue honds is $1 billion. Since the last incrense in
this limit on June 30, 1976, the Treasury hax offered $6.2 billion of new honds
in the market. This includes $2,5 billion {ssued in the current quarter, While the
timing and amounts of future hond issues will depend on then current wmarket
conditions, a $10 billion increase in the bond authority (which was recommended
by the House Committee) would permit the Treasury to continue its recent

attern of bond ixsues throughout fiseal year 1978, We believe that such flesibility

s essential to efficient management of the public debt,
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BAVINGS BONDS

In recent years, Treasury recommended on several occasions that Congress
repeal the 6 percent statutory ceilinﬁ on the rate of interest that the Treasury
may pay on U.S, Savings Bonds. The 8 pereent 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 n
fair rate of retum.

While we do not fecl that an increase in the interest rate on savings honds is
necessary at thix time, we are concerned that the present requirement for legis-
Jation for each increase in the rate does not provide sufficient flexibility to adjust
the rate in response to changing market conditions, The delayxs encountered In
the legislative process could result in inequities to savings bond purchasers and
holders ax market interest rates rise on competing forms of mv]lngs. 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 participunts
in the payroll savings plans and other savings bond !)urchuscrs migl\t drop out
of the program if the interest rate were not maintained at a level reasonably
competitive with 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 requires approval of the
President. Also, the Treasury would, of course, give very eareful consideration to
the effect of any increaxe in the savings bond fnterest rate on the flow of Bavings
to banks and thrift institutions,

The House Ways and Means Committee deferred to n later date consideration
of our August 1 request to that Committee that the 6 percent intereat rate cciling
on savings bhonds 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 bi\l he
amended to repeal the interest ceiiing 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 ixsue bonds without rcgnrcf
to the 4}{ percent ceiling. I understand that the full House will take up the bill
this week and probably recommend a slightly lower debt Fnit than $775 billion.
In light of our timing problem, 1 urge you to support au increuse in the debt

limit of this approximate magnitude
I will be happy to try to unswer any questions regarding these requests,

PUBLIC DEBT—SUBJECT 10 LIMITATION, FISCAL YEAR 1977

{Based on budget receipts of $358 billion, budget outlays of $404 billion, unified budgset deficit of $46 biltion, off-budge
outlays of $10 biltion)

{in billions of dollars]
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PUBLIC DEBT—-SUBJECT TO LIMITATION, FISCAL YEAR 1978

Based on budget receipts of $401 billion, budget outlays of $463 billion, uaified budget deficit of §62 billion,
! ' plact¥ on~bua;'c'ttwu:§s of §9 billion) * $

[In billions of dollars)

With $3
billion
) margin

Operatin, Public debt for
cas subject to contine
balance limit goncies

| Estiulv;t’o,d:

$ $696 $699
708 111
116 19
721 24
120 123

733 1
749 752
157 160
745 248
763 166
bl 813
758 161
764 167
75 178
7 HL ]

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

.ment and Budget?

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

Mr, CurTeR. Yes sir, my title is Executive Associate Director of
the Office of Management and Budget.

Senator Byrp. I do not understand.

Mvr, Curter. The title is Executive Associate Director of the
Office of Management and Budget, and I manage that hall of OMB
that organizes and develops the Federal budget.

Senator Byrp. Since 5 o'clock yesterday afternoon, we no longer
h.awc?a. Director. What is the hierarchy in the OMB at the present
time?

Mr. Currer. In legal terms, the current Deputy Director, James
McIntyre, is now the Acting Director, and I report to him, as does m
colleague who is responsible for reorganization, Mr. Harrison Wellford.

Senator Byrp. As I understand it, OMB is now headed on a
temporary basis, or perhaps a permanent basis, but at least for the
moment, on a temporary basis by Mr. McIntyre.

Mr. Currer. Mclntyre; the previous deputy.,

Senator Byrp. The previous deputy?

Mr, CurtiEr. Yes, sir.

Senator Byro. What is Mr, McIntyre’s background?

Mr. Currer. Mr. Mclntyre is a lawyer who was director of the
office of budget and planning in Georgia, I do not know the yecars,
during the major portion of President Carter’s term as Governor and
current Governor Busby's term. '

Senator Byrp. Then under him are two deputies, you being one?

Mr. Currer. For budget, and one for organization.
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Senator Byrp. What is your background? o

Mr. CutTER. MK educational training is as an economist. My
professional career has been spent in corporate finance, and approxi-
mately a year ago I came into the Office of Management and Budget

-with the administration, so I have been here since middle-January.

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

_Mr. Currer. I was assistant to the president of the Washington
Post, focusing on the business side otp the Washington Post Co.,
engage(l in corporate finance.

senator Byrp. How long were you with the Post?

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

Senator Byrp. What institute?

Mr. Curter. 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 ByrRp. Your associate, Mr. Wellford, what is his
background?

Mr. Curter. I do not know. He is a lawyer. He was involved—I
think that he was a legislative assistant on the Hill, but I do not know
Harrison’s background that well. He was a legislative assistant to
Senator Philip Hart before joining the administration.

Senator Byro. 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, CurTER. Yes, sir.

S?enator Byrp. Have you begun work on the fiscal year 1979 budget
et
y Mr. CurteR. 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 Byrp. Of course, most of your work would be with the
Federal funds area, rather than with the trust {unds. There is rela-
tively little that you can do insofar as the trust funds are concerned;
is there?

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

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

Mr. CurTER. Yes, sir.

Senator Byrp. You work with the Federal funds area of the budget?

Mr. CurtEr. Yes, sir.

Senator Byrp. 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. Currer. I think that is correct.

Senator Byrp. It is correct. -
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Mr. Currer. 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 Byrp. That is correct. There is no doubt about that. The
President recommended additional spending.

Mr. Curter. Yes; and an additional set of tax reductions.

Senator BYrp. 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. CurreR. That is correct,

Senator Byrp. This is some $18 billion greater than the current
fiscal year.

Mr. Currer. That is correct.

Senator Byrp. Is that the way that we are going to get to a balanced
budget in 19817

r. CurTeR. As the Secretarﬁ 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 BYrRp. So that the 1979 budget will be one which will move
substantially toward a balance, is that correct?

_Mr. Currer. We would hope, and intend to begin that trend; yes,

Senator Byrp. In looking over the outlay figures for previous years,
the budget for fiscal year 1976 was increased 13 percent over the

revious year; for fiscal {ear 1977, it was increased 11.5 percent; and
or fiscal year 1978, it will be increased 15 percent.

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

Mr. CurreR. 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 ﬁrocedures suggest, from the bottom up.

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

Mr. CurTER, 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 ceiling—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 Secretnrsy, that barring any anticipated changes at the
moment, that the Secretary would have to come back sometime
toward the end of August of next year, and therefore we support the
numbers that he has presented.
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Senator BYrp. Are you {pretty well convinced that the administra-
budget for the fiscal year 1981? - -

Mr, CurteRr. 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 Byrp. You are only 2 years off from what you are working

.on now. You are working on 1979,

Mr. Currer. Two fiscal years,

Senator Byrp. That is right. Two fiscal years.

Mr. CurreR. In calendar years, I am now working in 1977 for a
budget that will end in 1981, .

Senator Byrp. End in fiscal year 19817

Mr. Currer. 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, v ithout 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 Byrp. You are already working on the fiscal 1979 budget.

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

money? .
Mr. CurTer. I sce it in a variety of ways. 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 Byrp. Do you require them to place priorities?

Mr. CurrER. Yes, sir, we do. e

Senator Byrp. I think that is good.

Mr. Curter. Choosing between their children is not the easiest
thing they do each year, but we do require that, and this is the first

_year that that has been required.

s

-eral budget that the person who gets it regards as waste.

I have learned in the last year that there is not a panny in the Fed-
Senator Byrp. That is correct. . -
Mr. Currer. 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 BYrRp. You are using the zero-based budget concept?

Mr, CurTeR. Yes, sir, with every agency in the Government.
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Senator BYRrp. You are requiring the agencies, the Cabinet officials,
to put a priority on their requests :

Mr. CurrER. Yes, sir.

N Ser?mtor Byrp. How many individual Government programs do we
ave

Mr. CurreR, 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 help you.

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.

Senator Byrp. 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

"neighborhood of 100,000 decision packages.

o will deal with and analyze, about 10,000 specific decision pack-
ages, which can reasonably be considered programs.

Senator Byrp. You will analyze rcughly 10,000 decision packages?

Mr. CurTER. Yes, sir.

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

Ar. CurTER. Yes.

Senator Byrp. There are more programs than decision packages?

Mr. CurreRr. 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 imjportant ones to the President,

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

Mr. Currer. I meant by giving you those two numbers, to empha-
size the fluidity of the definition. It depends 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 decision packages, which is the way
we will think about it and the way we will analyze it.

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

Scnator Byrp. It is your side of OMB that will do the analysis?

Mr. CurteR. Yes. Sir, I would suggest, if I could interrupt for 1 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 Byrp.-What numbers are you speaking of? __

Mr. Currer. In the statement that I was going to make, I was
gox?g s;f;ggive you estimates for outlays and receipts for fiscal year 1977
and 1978,

Senator Byrp. Why do you not go ahead and do that.

Mr. Currer. T 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 Byrp. Suppose we then put your statement in the record in

full,

Mr. CurtER. Yes, sir, That is what I was going to suggest.
Senator Byrp. Thank you very much.
[The prepared statement of Mr, Cutter follows:]

SraTEMENT OF W. BowMAN CUTTER

Mr, Chairman and members of the committee, I am pleased to surpon the
Secretary of the Treasury’s request for an increase in the statutory debt limit, and
his proposals for improving the management of the debt. My statement will dis-
cuss the hudget 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 hillion and receipts of $358.3 billion. The
deficit for 1978 ig estimated at ahout $61.5 billion. The President’s budget calls for
total 1978 outlays of $462.9 billion and receipts estimated at $401.4 billion.

BUDGET TOTALS
{Fiscal years; in billions of dollars]

1976 1977 1978

sctual estimate ostimate

BUBEOL TBCOIPE ... eveeeeneeenneeenneeensesanaseenssannns 29.2 358.3 4014
BUBRRLOUIBYS e 357 00 629
DG (=D enmeeneeeeeeersessnnenns eeeeetaeneeanaaane —66.5 457 618

OUTLAYS

‘stimated outlays for 1977 have decreased by $12.6 billjun 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
stimulus proposal. The remainder is attributable largely to revisions in the esti-
matesyto reflect changed' cconomic conditions, unexpected inflows of offsetting
receipts, and actual spending during the first ten months of the fiscal yecar. To a
considerable degree, therefore, these changes are associated with what has come
to be known rccontfy 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 $2} billion lower than was announced in the Mid-Bession
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.

| Best ¢

et oty u o

OPY AVALABLE

——
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Change in fiscal year 1977 oullays I billlose

Midsession review estimate......... corccnsancecacmcrncnescansenvan $400. 4
Foreign military sales trust fund........ cemnvamrvemcsasacnoncen 0. T
Forelgn economic and financial assistance...cceeccccconcaccrnecae =0.4
Unemployment trust fund..... ... cemvvmonnmenee —0. F
EPA waste treatment construction grants. . ccccccenvncncnnaacaa -—g. g

Other changes.....ccecvarccccanccncoccecanacevessnnencosnnens

Current estimate. . ciccececacamanrcenncnrncccmcaccncanananas 4040

For 1978, we do not now have any basis for changing the outlay estimates given
in the Mid-Session 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 esti.nates during October and
will provide the Congress new estimates at the end of chat month.

These esﬁn;lgtes for 1977 and 1978 are the best we can give now for purposes of
establishing the appropriate debt ceiling. We are continuing to review our esti-
mates and will continue to eliminate any biases that we find in them. We re-
quested the largor agencies to reForb on the methods they use to estimate spending
under specified K;ograms. We also asked them to describe how these methods are-
being or might be improved, These reports have been received and we will share
this information with the staffs uf the Budget Committees and the Congressional
Btéidget;e?mce. 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
a3 outlays in the budget, are now claseificd 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 receispts 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, Estimntes 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 recelpt.s?. They
are unaffected by the social security financing proposals, however, which will
not affect budget receipts until 1979. The Adminiatration’s tax reform proposals
are also not expected to affect receipts before fiscal year 1979,

THE BUDGET BY FUND GROUP

Table 1 shows our current estimates of the budget surpl(xé or deficit for 1977
and 1978 by fund group, As the following table indicates, most of the change
since February has been in Federal funds.

SURPLUS OR DEFICIT () BY FUND GROUP
|Fiscal years; In bidlions of dollars}

1977 1978
U _ Febreat Current Februat Curront
uumtz nﬂmlc * Change mimtyn uu“m.a':o Change
L —75.2 -56.8 191 -0,  -74.6 -6.6
2. 11 3.3 10. 13,1, 29

Trust ful cpearecerane

* 'The $12} billion decline in the cumulative Federal funds deficit is the principal}
reason for thé $15 billion decrease since February in the estimated debt subject
“ to statutory limitation on Septgmber 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.—8UDGET TOTALS BY FUND GROUP
[Fiseal years; In billions of dollsrs)

1976 1977 1978
sctual estimats etimate
edersl funds. 200.3 zg. 210.2
Trust fuads. ..... 133.7 X 172.§
Interfund transactions -34.8 -36. -41. 4
Total budget receipts .2 3.3 401.4
Foderal funds 269.2 8.4 Ly
TIUSEIUNGS. e eoenvennecoacarorrreveransovreesesvarensasmnns 131.3 lg. 169.4
Intertund transactions. . -34.8 ~3%.9 -41.4
Tots! budget outlays. . . 365.7 4040 482,9
Surplus or deficit («):
"r“:ﬂ ﬁmdl( ) . -68.9 -5%.8 . =8
Trust funds...... . 2.4 1.1 13
-68,5 ~48.7 -61. 8

Tota! surplus of deficit (=)..cvveeeeccvancecerccanecenacacnce

TABLE 2,—DEBY SUBJECT TO LIMIT
{Fiscal yaars; In billions of doliars)

1977 estimate 1978 astimate

Unified budgot GeflciL. . ... oeeoerrecnneneaianernncicraronsconecnzocanasasncases 45.7 61.5
Portion of budget deficit attributable to trust funds surplus or deheit (~).... . 1.1 13.1
Foderal funds deficit..... ..o oo e iiicerecerinosonaescsnnaseresnns 56.8 .6
Effect of olf-budget entitios on debt subject to limit...u.eencneniacenncnraiannaen.. 10.3 8.5
YOlB! 10 DO FNENCA. . ...eeeeceeereeencmsesseesanenessnmensennnoneasnsnsen 6.1 %1
Meaos of financing other than borrowing, and other adjustments......coceeececrvereens -6.5 )
Change [n dobt subject to limit....eseerececerenresracnannens 60.6 83.3
Deobt subject to limit, beglaning of year......cccverveninnercrnnrcnnnes SN 635.8 4
Anticipated debt wb“]ocl‘o lim onml YWl enrnreccncononnn wessnrrnne resanse e 696.4 %&6

Senator BYrp. On behalf of Senator Longmthe committee will insert
in the record certain tables that he would like 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 throuih 1978, and also U.S. gold holdings
Federal Reserve assets, and liquid liabilities to foreigners for selected
ears. The article ‘“‘Public Debt Weighs Even More Heavily,” will also

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 OF THE TREASURY,
FOR MONETARY AFFAIRS

Washinglon, D.C., February 4, 1977.

Dear SenaTor BYrp: You in’Puired earlier this week regarding the ownership
of U.8. Government securities. The latest data on the ownemhi% of U.8. Govern-
ment securities is provided by our Survey of the Ownership of Federal Securities
for I:l:)vember 30, 1976; December 31 data will not be available until later this
month,

*8ee 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 inteivst-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 nonmarketable intorost-benring
debt was in the form of savings bonds and notes. Most of the remaining $22'4
billion was in various nonmarketable securities issued to foreign governments.
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

/

[In billions of dollars]
Survey Othet Total
Ownership category respondents (estimate) private
Commercisblamks \.... .. X 25.8 9.3
Individuals?............. 2.0 29.0
Life insurance companies. 4.1 1.0 51
Firﬁ, casualty, and marine insurance companies. . 6.0 1.0 1.0
Savingsandloans.........cooveueennnen.. . 4.5 4.5 9.0
. 4.0 1.4 5.4
13.0 1.1 4.1
......... 9.2 23.0 322
3.2 2.7 5.9
4.0 4.5 52.5
N 30 3.0

1 Includes trust companies and stock savings banks,
* Includes partnerships and personal trusts,

_ In the thought that you mlﬁt 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 seourities are being
rurchased directly by ultimate investors. These include commercial banks for their
ndividuals, 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 ay many
individuals, on the other hand, are interested in securities with original maturities
of seven or more years. Thus, these latter categories of investors were particularl
interested in the three fixed price offerings of intermediate term securities in 1976.

Might I also sugseet that I make one of m({ 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 convenlence. I would suggest Edward Snyder,
8enior Adviser for Deht hmmrch, as the Treasury contact.

Please let me know if there is any additional information I could provide.

Sincerel
¥ ANnTHONY M. SoLomoN,
- Under Secretary-Designate.

DEFICITS IN FEOERAL FUNDS AND INTEREST ON THE NATIONAL DEBT 1959-78, INCLUSIVE

{n billions of dollars)
Surplus (+ Debt at
Year Recelpts Outleys g‘r do(ﬁci% Interest
.......... 65.8 n. -1l 7.8
15.7 74. 6 +0.

5.2 79. 3 -4, 3
.17 86, -6, .5

83.6 90. -6 10.

8.2 95. -8 1L

9.9 . -3 1.

100. 4 106. -5, 12

111.8 126. -15, 4.

14,7 143, -28 15.

143.3 148, -5, 1.

143.2 156. -13. 20.

13,7 163. -30. 2].

148.8 178.C -, 22,

3 161. 4 186, 25, 24,

3 181, 2 198. -1 g

1975 182.5 22& -5}, 3

%mwm P ToE evererasesrarnerrasnsnn 2&1 3 262' —ﬁ- il

1 uarter... . X 3 -1l
1 77"...? ..... 2.0 300 - 4%0
19288 ... 2.2 u. -4, 4.6
1 Estimated figures.

Source: Office of Mansgement and Budget and U.S, Department of the Treasury,
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3.1) W cemmme R,

1902......... S -
1003.mnencnnea cemeemeeeeene— -
1004..... D —————— -
1905.-. ..... ceemamcouennenan -

1010 e ceeeiae e

3] )

1912, ..... ceemnmnm—— ceneeee -
1013 cecmen e ewons
BT S,
1016 eecneecanees
1016 cccecracccaecnnanc.
1017 e ccran e
1018 e ccemanme R,
1019 e
1920. ... cnenmencramnantnn—..
51 7']) SN emam=e -
1922 ccceee-. cemnnn- cenmmuane
5102, S,

1924 . emeecnccmnnmcnnnee

D52 ) -
1032, et eenemcnccnccannanan
1933.cerecnnnnccicnrcann -
1034 cecvcenemnc e canan
DL TR
1036.cecnciccncacncannnn conma
1037 eenamcccemcnccannna
i038.......-.-..-.----..----.

1 Ratimated figures.

8ource: 1000-76,
Budget (Soptember "1977 estimates).
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THE NATIONAL DEBT IN THE TWENTIETH CENTURY--—Tolals af
the Bnd of Fidoal Years 1970~78

{Rounded to the nearest billion dollars)

wh-lo-l-du-n-h-‘v-o-uv—t-‘t-ﬂ-lb-!v—v’-l

1040..... cememm——— cemmemmnm—

1044.. .. ... memtemmansenmnnn—.
1045...... S c——m—m———
1046..c. e ccneanae -

195 goTTTTTTmo e es e aes -

19 vmeceveersansenemasvena -

1900 cucccnennnccccncnncann
10681....... ceamamevmasnenasn -
1962, e ceencrcicenanmene
1963...... cmavonns wenmeemens
1964....... ————— reecenammne
1965....... ————— cmeeesommnn
1906 e caccacnminneranann

1967 e vomanans vemmmamamammen

1072, e cceeccmcvannae
1978...... cmnemo—— P -
1074 e eceaceancccencnean

5 NS
1076 .. cacceencarncnncnccannn
11977,

11978, cnccmmcncrcccmcan

L T L T Y

U.8, Treasury Deputmont. 1977-78, Office of Management and
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ONIFIED BUDGEY RECEIPTS, OUTLAYS AND SURPLUS OR DEFICIT FOR FISCAL YEARS 1958-78, INCLUSIVE

{in billions of dellars]
Surplus (4
Fiscal yoor Recelpts Outleys o dofeit 3-3
1958 ». Q. -3,
1859 ». 21 -1z,
. . [ X 2. +.
132; - g, g -;.
98300 B = 106.6 i3 'y
%4 cveane - l?g.' 1 18. -5,
988 . e aennne veenrectenee e enanmaann reveeveeereneaneannn 116. g. -1
966. 130 . -3
967 - 149, 53, -8
ngg lg. 1. 25,
1 188 184 +3.
970, 183, 96. -2,
9 18, 4 11. 4 -2.
92... 31, -23.
x;; X 232. zg -1:.
me @l ¥
r;;niiiiéﬁ'iiiit'oi'ZZ:ZIZZIZII:ZIIZII.' ” ’g ‘g -13.
7. 458, ~6l,
1 Etimated Flgures

. Som:::: 1958-Transition quarter, OMce of Management and Budget. 1977-1978 estimates, 2d concurrent budget

U.S. GOLD HOLDINGS, TOTAL RESERVE ASSETS AND LIQUID LIABILITIES TO FOREIGNERS
" (Selected periods in billions of dollars)

Gold Tolal Liguid
holdings sasets Habilities
20.1 20.1 6.9
2.8 2!.5 19.4
10.7 14, 4.0
n? 1.4 0;.6
1.6 15.3 118.1
1.6 16. 126.6
1.6 18.7 14.7

Source: U,S, Treasury Department, March 1972,
[From the Washington Star, Sept. 18, 1077)
Posric DeBT WEIGHS EvEr MoRg HEAVILY
(By Donald Balts)

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 Departinent’s “Monthly Statement of the Public Debt of the United States.”
Since she be, the job 13 years ago, the debt has more than doubled.

The report for Aug. 31 shows a debt of almost $685.2 billion, about $3,100 for
each of the 217.7 million_Americans—a per-oapita figure that was $1,825 only
seven years ago when the U.S. public debt stood at $370.9 billion and our populas

tion had 14.5 million fewer people.
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Large as it is now, the public debt was almost paid off once—in 1835 when it
dippe«feto a mere 337,513, averaging out to about a cent ger 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 deht mane
agement, says the significantly large budget deficits have been a problem hut 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 maturitics,” he notes. “We balance
our issues of new securities 8o the sale of them won’t affect the financing of areas
of private industry, such as housing.”

hat the Treasury dces to refinance ¢ 1d raise new money to cover government
spending is to issue larlgely short-term socurities-—-umturin’? in three, six or 12
months and known as Treasury hills—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 was 5.458 percent.

The longer-term securities, notes and honds, are sold monthly and quarterly,
several billion dollars worth at a time, Because of their longer maturities they bear
higher rates of interest. :

utstanding 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 up by small investors.

Refinancing i3 extensive because all Treasury bills—currently more than $154
billion outstanding—are refinanced several times each f'enr, and refinancing oals
includes $86 billicn in Treasury notcs and honds annually.

The permancnt limit on the pubhic debt remains at $400 billion, a figure sur«
passed in the early 1970s. Congriss, however, regularly raises the temporary limit,
which now stands at $700 billicn. and even that is not expected to last long. That
temporary mark is due to expire at the end of September and will likely be renewed
for a much higher amount.

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

Between July 1, 1975, and July 1 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 of the year when borrowing has to be stepped up because of
lower tax receipts,” Niehenke noted. “Tax receipts are lighter in the fist and

fourth fiscal quarters,”’ he said.
The first fiscal quarter was recently changed from July 1-Sept. 30 to the Oct. 1-

Dec. 31 period.

While debt managers 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 J)ortion includes what are termed ‘government accounts’
such as the Federal Old-Age and Survivors Insurance Trust 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 mil-
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 ratc on the nonmarketable sccuritics 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 biv forcigners, 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 hulr of 1 pereent,

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 Suvings Bond.

There are $75 billion warth of these bonds outstanding, equaling 11 percent
of the total debt. These include xome bonds from the original series sold in 1941
with an cver-all yield to maturity even now of under 4 pereent, All Savings Bonds
continue to earn interest, now at 6 percent, but ovcr.all yields are determined by
including lower interest rates paid in the past,

The rate of interest paid on U8, debt securities has gone up sharply over the
vears in line with rates in general, but the inerepse is refiected less in the over-all
debt because a good deal of it was issued at lower rates,

Senator Byrp. If there is no further business, the committee will

stand in recess. Thank you.
|Thereupon, at 11:50 a.m., the subcommittee recessed to reconvene

at the call of the Chair.]
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