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Mr, Chairman and Members of the Subcommittee, 1 am pleased to
present the fiscal year 1983 budget estimate for the Congressiomal
Budget Office (CBOG). CBO is a nonpartisan organization that
provides the Congress with budget-related information and analyses
of fiscal, budgetary, and programmstic issues. CBO does not make
recommendations on policy matters; rather, we analyze options,
their costs to the federal government, and their impact on the

national economy.

BUDGET ESTIMATE

For fiscal vear 1983, CBO is requesting $16,352,000. This
appropriation level would allow us to fuand our currently author-
ized staff level of 218 positions, to continue our present ser~
vices to the Congress in support of the budget process, and to
carry out a newly legislated responsibility to estimate the costs
that state and local governments would incur as a result of
federal legislation.

You will recall, Mr. Chairman, that our fiscal year 1982
spending request was $14,298,000, and that this committee recom-
mended a funding level of $13,458,000. A lower funding level
was agreed to in conference, however, and we are currently operat-
ing at a fiscal year 1982 appropriation level of $12,868,000, which

is $590,000 below the action of this committee.



This does not provide the necessary funds for the October
1981 cost=-of~living increase nor the January 1982 pay cap increase.
The combined costs associated with these activities is $408,000,
bringing our fiscal year 1982 requirements to $13,276,000. The
approved increases in our funding levels for both fiscal year 1981
and fiscal year 1982 have averaged less than 3 percent annually.

I should add that these small increases have come at a
period of extraordinary increase in the demand for CBO assistance.
The intense budget activity over the last year, which is continuing
just as heavily into this year, has increased enormously CBO's
workload and put great strain on our staff. Our economic forecasts
have been central to the budget debate and we have been inundated
with requests for additional fiscal analysis. Both budget commit-
tees have greatly increased their demands for budget projections
and estimates while other committees have turned to us far more
than ever before for estimates of fiscal savings and program
impacts of legislative changes. Our staff is dedicated to the
success of the budget process and has worked very hard, often
putting in extremely long hours late into the wnight and on the
weekends. We have made occasional mistakes, but by and large 1
have been extraordinarily proud of how well the staff has performed
under pressure and of the quality of the product we have produced.

Our 1983 estimate reflects our needs in four key areas: the

ability to perform our existing services at the currently asuthor-



ized staff level of 218 positions; to bolster our data processing
capabilities, especially those of our fiscal, tax, and budget
analysis divisions; to support the systems, data, and model devel-
opment work fundamental to our ability to analyze the complex
issues before the Congress; and to comply with the requirements of
The State and Local Government Cost Estimate Act of 1981, Publie
Law 97-108. I will discuss these areas in more detail later in my
statement. First, however, I should like to review briefly for the
Committee the principal services CBO provided to the Coungress in

the past year.

CURRENT CBQ SERVICES TO THE CONGRESS

CBO's responsibilities under the Congressional Budget Act of
1974 include tracking Congressional budget action on appropriation
and revenue bills against the targets or ceilings preser in the
concurrent budget resolutions, better known as scorekeeping; pre-
paring five-year budget projections; providing budget outlay and
¢cost estimates to fhe Appropriations and authorizing committees for
bills authorizing or providing budget authority or tax expendi-
tures; preparing periedic forecasts of economic trends and alterna-
tive fiscal policies; and analyzing programmatic issues that affect

the federal budget.



Scorekeeping

CBO provides the Congress with up-to—date tabulations of Con-
gressional action on revenue and spending bills. These tabulations
are used, particularly by the Appropriations and Budget Committees,
to measure the status of Congressional budget actions against the
targets or limits specified in the concurrent resclutions ou the
budget.

The bulk of CBO scorekeeping activities invelve spending
actions. The spending side of the federal budget comnsists of over
one thousand separate accounts. Furthermore, the Congress acts
each year on a large number of legislative bills that affect
spending, including 13 appropriations bills. CBO's scorekeeping
system keeps track of Congressional action on all these bills from
the time they are reported from committee to when they are enacted
inte law. As a result, the CBQ scorekeeping data bése is very
large and requires a major effort to keep current.

Scorekeeping reports are provided weekly to the Budget and
Appropriations Comuittees. Advisory letters are also sent upon
request to the Chairman of the House Appropriations Committee
on the budgetary impact of individual appropriation actions, such
as a supplemental appropriations bill or a continuing resolution.

The House Appropriations Committee originally developed an
automated budget data system to track appropriation bills against
its budget resolution allocations, but now relies on the CBO
scorekeeping data base for this purpose.
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CBO also prepares a weekly automated report on the legislative
status of selected entitlement and other bills that would directly
affect budgetary requirements. Similar reports provide information
on the legislative status of bille affecting credit, bills pro-
viding required authorizations for regquested appropriations and
proposed Budget Act revisions. These reports are done at the

request of the House Appropriations Committee.

Budget Projections

Before each major set of budget decisions, the CBO prepares a
new set of baseline budget projections for the use of the Congress.
The projections take as theilr starting peint the budgetary deci-
sions made by the Congress through its most recently completed
session, and show what would happen to the budget if no new policy
decisions were made during the next five fiscal years. These pro-
jections do not represent a forecast of future budgets, because
the Congress undoubtedly will make numerous new policy decisions in
response to changing natiomal needs and economic circumstances.
They do provide, however, a useful baseline or benchmark against
which proposed changes in taxes or spending policies may be mea-
sured and assessed.

The growing use of budget projections requires CBO to maintain
a large multiyear data base on a year-round basis. CBO now pro-
vides the Budget Committees of both Houses with numercus sets of

five-year projections of revenues and spending throughout the year,



usually in the form of computer tabulations. In addition, CBO
publishes annually a five-year budget projections report, usually
at the beginning of each session of Congress. CBQ also pub-
lishes a separate report presenting five-year projections of tax

expenditures.

Cost Estimates

CBO prepares cost estimates for virtually every bill reported
by legislative committees in the House or Senate that would have a
budget impact, about 450 bills in 1981. CBO also prepares numerous
cost estimates at committee request for use in earlier stages of
the legislative process. CBO bill cost estimates played a2 particu-
larly important role last year in the development of the Omnibus
Reconciliation Bill.

The Omnibus Reconciliation Bill involved 15 House committees
and 14 Senate committees. CBO prepared estimates for these commit-
tees as they considered various alternatives for fulfilling the
reconciliation instructions of the first budget resclution for
fiscal year 1982, A larpe amount of costing work was also per-
formed at the request of the committees that participated in the
subconferences that regulted in the final version of the Omnibus
Reconciliation Bill. Ultimately, these efforts were eguivalent to
several hundred individual bHill cost estimates, prepared under

extraordinarily tight deadlines.



Economic Forecasts

Each fiscal year, CBO provides the Congress with two economic
reports, which are primarily the responsibility of our Fiscal
Analysis Division. They examine the state of the national ecomnomy,
present CBO's economic forecast, and analyze alternative fiscal
policies. To prepare these reports, we use a variety of informa-
tion sources, including the major commercially available econo~
metric models {(Data Resources, Inc.; Wharton Associates: Chase
Econometrics; Townsend-Greenspan; and Evans Economics). CBO does
not maintain its own macroeconomic model of the economy. We also
rely on the advice of a distinguished panel of advisers drawm from
all parts of the country and representing a wide spectrum of
economic views. This panel meets at least twice a year. Table 1
lists the current panel.

CBO issues its economic reports to coincide with Congressional
consideration of the concurrent resolutions on the budget. The two
reports issued in March and September of 1981 focused on the cur-
rent state of the economy and the impact of the shift in economic

policy propesed by the Administration.



TABLE 1. CBO PANEL OF ECONOMIC ADVISERS

Barbara Bergmamnn
Department of Economics
University of Maryland

Barry P. Bosworth
Senior Fellow
The Brookings Institution

Dewey J. Daane
Frank K. Houston Professor
of Banking
Graduate School of Management
Vanderbilt University

Martin Feldstein

President

National Bureau of Economic
Research

William J. Fellner

Resident Scholar

American Enterprise Institute
for Public Policy Research

Alan Greenspan
President
Towsend-Greenspan & Company

Douglas Greenwald
New York City, N.Y.

Walter W. Heller

Regents' Professor of Economics

University of Minnesota

Walter E. Hoadley
Bank of America Center

F. Thomas Juster

Program Director

Institute for Social Research
University of Michigan

Lawrence R. Klein

Benjamin Franklin Professor
of Economics

Wharton School of Finance
and Commerce

University of Pennsylvania

Paul W. McCracken

Edmund Ezra Day University
Professor of Business
Administration

Graduate School of Business
Administration

University of Michigan

Lief H. Olsen

Senior Vice President
and Economist

First Matiomal City Bank

New York

Rudolph Oswald
Director
AFL-CIO Research Department

Joseph A. Pechman
Director, Econoumic Studies
The Brookings Institution

Rudolph G. Fenner
Resident Scholar
American Enterprise
Institute for Public
Policy Research

George Perry
Senior Fellow
The Brookings Institution

Paul Samuelson
Institute Professor
of Economics
Massachusetts Institute of
Technology




TABLE 1. Continued

Charles Schultze
Senior Fellow
The Brookings Institution

Robert Solow

Department of Economics

Massachusetts Institute of
Technology

Herbert Stein
Resident Scholar

James Tobin

Sterling Professor of
Economics

Yale University

Michael G. Wellman
Manager

Research Department
5.8. Kresge Corporation

Charles J. Zwick
President

American Enterprise Institute South East Banking
for Public Policy Research Corporation

Program Analysis

CBO undertakes in-depth analytical reports on budget-related
issues at the request of the chairman or ranking minority member of
a full committee of jurisdiction or the chairman of a subcommittee
of jurlsdiction. The Budget Act establishes the following priority.
for these services: first, the Senate and House Budget Committees;
second, the Senate and House Appropriations Committees, the Senate
Finance Committee, and the House Ways and Means Committee; finally
all other Congressional Committees. In fiscal year 1981, CBO
completed 65 formal reports, as well as numerocus informal reports
and memoranda. The 65 reports were for 20 Congressional commit-
tees--9 of the House and 11 of the Senate. Table 2 shows a distri-
bution of the reports requested by House and Senate committees in

fiscal year 1981.



TABLE 2. SUMMARY OF COMPLETED CBO REPORTS BY REQUESTOR:
OCTOBER 1, 1980, TO SEPTEMBER 30, 1981

Requestor Number of Reports
House Appropriations Committee 3
House Armed Services Committee 5
House Banking, Finance and Urban Affairs Committee 4
House Budget Committee 7
House Energy and Commerce Committee 2
House Interstate and Foreign Commerce Committee 1
House Post 0ffice and Civil Service Committee 2
House Public Works and Transportation Committee 1
House Ways and Means Committee : 6
Senate Agriculture, Nutrition and Forestry Committee 1
Senate Appropriations Committee 1
Senate Armed Services Committee 3
Senate Banking, Housing and Urban Affairs Committee 3
Senate Budget Committee 10
Senate Commerce, Science and Transportation Committee 2
Senate Energy and Natural Resources Committee 3
Senate Environment and Public Works Committee 2
Senate Finance Committee 1
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TABLE 2. (Continued)

Requestor Number of Reports
Senate Governmental Affairs Committee 1

Senate Labor and Human Resources Committee 2

Joint Economic Committee 1 .
Mandated by Food Stamps Act of 1980 1

Mandated by Congressional Budget Act of 1974

3
TOTAL 65

The subject areas of the CBO reports reflect the key budgetary
issues before the Congress. Let me cite just a few examples of
important CBO studies completed in fiscal vear 198l.

A primary focus of Congressional action in 1981 was the
development of strategies for balancing the budget. A major
document used in this effort was the CBO report published last

February entitled Reducing the Federal Budget: Strategies and

Examples, Fiscal Years 1982-1986, This report analyzed some

general strategies for reducing the budget and briefly described
105 possible actions to effect it.

At the rtequest of the House Ways and Means Committee, our
staff also prepared special analyses of proposed budget reduc-
tions in areas such as Medicare, Aid to Families with Dependent
Children (AFDC), trade adjustment assistance, and low-income energy

assistance.
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CBO staff analyzed numerous Administration proposals to reduce
funding for state and local grant programs and to restructure
federal aid. Work included testimony on trends in grant spending
before the Subcommittee on Intergovernmental Relations of the
Senate Governmental Affairs Committee and on issues in federalism
before the Subcommittee on Intergovernmental Relations and Human
Resources of the House Governmental Operations Committee.

Responding to a request from the Senate Budget Committee, CBO
examined the net budgetary effect of eliminating public service
employment programs. We also helped committee staff assess the
likely effects of options for reauthorizing the Targeted Jobs Tax
Credit, changing certain financing procedures for unemployment
insurance, providing a separate minimum wage for youth, and chang-
ing current Davis Bacon prevailing wage rate requirements.

CBO also analyzed the combined effects of simultanecous changes
in benefit programs on low-income persons for the House Budget
Committee, the Senate Labor and Human Resources Committee, and the
House Select Committee on Aging.

National defense was also a key area of concern in the first
session of the 97th Congress, and CBO was called upon to analyze
both manpower and weapons issues. The House Veterans' Affairs
Committee and the House Armed Services Committee used our estimates
of the costs and effects of additional military educational bene-

fits. We testified on alternative military pay proposals before
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the Manpower and Personnel Subcommittee of the Senate Armed Ser-
vices Committee, and our projections of the outlook for military
recruiting and retention were cited duvring debate over this vyear's
military pay proposals. 1In its report this year, the Defense
Subcommittee of House Appropriations cited our testimony before
them in supporting proposed changes in the military retirement
system. We also testified before the Defense Task Force of the
House Budget Committee on ways to hold down pay costs, and CBQ's
comparisons of military and civiljan earnings were used widely in
House Budget Committee hearings and in their report. After citing
our analysis, the Department of Defense adopted, and the Congress
appears likely to enact, a proposal that would reduce costs through
more use of joint advertising by the service recruiting comands.
Both the House and the Senate Armed Services Committees utilized
CBO's analyses of military survivor benefits when they revised
legislation. The two Budget Committees also used this analysis
when further changes in the survivor benefits programs were made
during last yeéar's reconciliation process.

The Congress has also made use of our various analyses of the
costs of military weapo'ns. The Senate Armed Services Comrittee
cited the results of our analysis of strategic command, control,
and communications systems in its report accompanying last vyear's
Senate military authorization bill. In its report, the Defense

Subcommittee of the House Appropriations Committee cited CBO's
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analysis of the Army's plan to preposition more equipment in Europe
(the so-called POMCUS plan). The staff of that same subcommittee
made use of information provided by our analysts concerning costs
of the B-1 bomber and the proposal to expand the Air Force's fleet
of aircraft used for aerial refueling. We also briefed the members
and staff of the House Armed Services Committee on alternative
programs for modernizing U.S. naval surface combatants based on

our published report on this topic, Naval Surface Combatants in

the 1990s: Prospects and Possibilities.

During the many defense debates last year, CBO analysts
prepared answers to numerous questions from Congressional staff
personnel about alternative ways to reduce the amount of defense
spending. Cost savings from changes in défense acquigition pro-
cedures were also the subject of testimony I gave before the Senate
Governmental Affairs Committee.

CBO continued to respond to the requests of several jurisdic-
tional committees for studies on key energy issues. In fiscal year
1981, we completed reports on financing the Strategic Petroleum
Reserve, managing oil disruptions, the naval petroleum reserve, and
the Clean Air Act. The results of these studies were presented in
testimony and were used by committees in preparation of legisla-
tion. On the Clean Air Act, for example, although our formal study
has not yet been published, we presented testimony in .June before

the Senate Environment and Public Works Committee. We have also
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responded to specific inquiries from the staff of that committee,
enabling them to assess the effect of alternative new performance
standards on the electric utility industry and the coal markets.

Another area of concern to the Congress in the first session
was tax issues. We completed an in-depth report on tax-exempt
small-issue industrial revenue bonds (IRBs) for the Oversight
Subcommittee of the House Committee on Ways and Means, and assisted
that subcommittee in preparing hearings and legislation on small-
issue IRBs. We also provided informal assistance to the Senate
Finance Committee on the same subject.

We prepared a report on tax expenditures that offers extensive
historical data, examines a number of definitional and measurement
issues, and reviews some of the considerations in choosing among
tax expenditure subsidies, general tax cuts, and direct expenditure
subsidies. We tesgtified on the subject before the Senate Budget
Committee and the House Rules Committee and provided assistance on
legislative proposals to control tax expenditures.

Other key {ssues addressed by CBO during fiscal year 1981
included compensation for federal blue—collar workers, federal
credit activities, civil service retirement, and indexing with the
Consumer Price Index.

Based on our current comnittee requests, we expect to complete
approximately the same number of reports in fiscal year 1982 as

in 1981. Currently, for example, we have studies under way in
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the areas of oil and gas consumption by public utilities, natural
gas pricing, the steel industry, Amtrak, youth employment, Social
Security, health care expenditures, housing assistance, social
services, tanker force modernization, military manpower require-
ments, and naval forces.

The Committee has a list of CBO reports (see TAB 1)}. Part I
of that list shows the projects currently in progress. Part II
lists the studies completed in fiscal year 198l. The list gives
the CBO division responsible for the report, its title, a summary
of its contents, the requesting Congressional committee or statu-—

tory authority, and the completion date.

THE FISCAL YEAR 1983 REQUEST

As 1 previously indicated, our fiscal year 1983 request
reflects our needs in four important areas: automatic data
processing (ADP); systems, data, and model development; staffing;
and the requirements of P.L. 97-108 which mandates state and local

bill cost estimating.

ADP Contracts

Computer support services are essential to CBO's budget esti-
mating and analytical capability. With the budget dominating the
agendas of both the Congress and the Administration, the whole
Congress, not just the Budget Committees, has become increasingly

dependent on the accuracy and timeliness of CBO budget numbers.
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Our request for an increase of §$1,577,000 for computer ser-
vices in fiscal year 1983 is due to three factors: (1) increased
charges, (2) increased computer utilization, and (3) required
maintenance for existing systems.

Anticipated price increases account for $269,000 of the
$1,577,000. Under a three-year contract with our largest com~
mercial supplier, we have enjoved price protection since March
1980. In 1983 this contract must be renewed, and consequently
we wmust expect that our commercial costs will increase--we are
estimating a 12 percent increase. To minimize such price in-
creases, we have continued to follow our policy of using existing
government facilities when they can provide the services we need at
less cost. We have a commitment from ou? largest government
supplier that their price increase will not exceed 2 percent. Ac-
cordingly, we estimate that price increases in our 1983 ADP budget
will average out to 5.3 percent.

Increased computer utilization in fiscal year 1983 {s esti-
mated to require an additional $1,124,000, amounting to 21 percent
of our total computer costs. These resources are needed to support
defense costing and scoring, analysis of the impact of tax changes,
development of more frequent and more detailed economic assump-
tions, analysis of human service program revisions, improved
services to the appropriations committees, and development of state
and local government cost estimates. The costs associated with

increased utilization are:
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Dollars
Budget analysis (scoring,
costing, Appropriations

Committee support) 268,000
Tax analysis 130,000
Econcomic analysis 171,000
Human services programs 164,000
Natural rescurces and others 26,000
State and Local Government

Cost Estimating 365,000

Total 1,124,000

The final factor in our request for ADP resources 1s the need
for sgystems revisions and maintenance. In 1982 we have had to
limit our maintenance activities very strictly. We believe that
the $184,000 requested to improve systems will enable us to be more
responsive to the increasing number of new requests from Congres-

sional committees.,

Systems, Data, and Model Development

In fiscal year 1980, we spent $1,084,000 in this category.
Because of our limited budgets in the last two years, however, we
have had to reduce sharply thé resources devoted to this area—--to
$466,000 in 1981 and to $354,000 in 19?2. Yet, our ability ro
respond to Congressisonal demands is highly dependent on our
ability to utilize the analytical capability provided by continu-
ously updated, refined, or newly developed systems and models.
Thus, for fiscal year 1983 we are requesting $899,000 Iin this

category.
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Congressional committees frequently come to CBO with “"what
1f" questions. They need to know the consequences of changes in
current federal policy. For answers to these “"what if" questions,
we must be able to work with the most recent information available.
For example, data from the new Consumer Expenditure Survey (CES)
will be available by the beginning of fiscal year 1983. These new
data will allow us to analyze changes in expenditures between
the last survey made in 1972 and the more recent survey, thereby
capturing the effect of inflation on population and income groups.
This information is necessary to assess the impacts of proposals to
modify the indexation of programs such as Social Security.

To give another example: the data from the March 1982 Cur-
rent Population Survey (CPS) are extremely useful for modeling and
estimating the budgetary and distributional effects of most trans-
fer and tax programs. To use this data correctly, we need to
enhance it in two ways. TFirst, we should correct it for under-
reporting and nonreporting of income, and simulate it to include
the effects of programs still not covered in the survey. Second,
we should modify the data to represent a future fiscal year. This
enhanced and "aged” data base can then be used, in conjunction with
other comparative models, to analyze a large variety of legisla~
tive issues in the income security, health, education, and employ-

ment areas.
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I have gone into some detall to describe two specific examples
of systems and models needed to support our analyses of domestic
social programs. Similar needs exist in all analytical areas.
In the defense area, for example, we need to work on models con-
nected with educational benefits, manpower costs, military retire-
ment costs, and civilian manpower retention as well as with the
domestic economic impact of the projected defense industry buildup.
Also, our plans call for modifications tec our existing systems:
first, to align them with the Senate program structure; and second,
to reduce the Congress's reliance on Administration agsumptions and
parameters, thus giving us a more independent base for analysis.

In the natural resources area,‘our work relating to the
Clean Ailr Act has required, and continues to require, extensive
new modeling. Congressionzl demand for our analyses suggests
requirements for work in pollution control, the Clean Water Act,
the electric utility sector, highway cost allocation, and water
use in the West.

In our budget analysis area, the program changes resulting
from the Reconciliation Act of 1981 require that we meodify and
update several of our computer systems and data bases. We also
plan to expand our credit budget application in response to Budget
Committee requests. Finally, given the proposed growth in defense

programs, it will be necessary to obtain additional costing capa-

bility to support ocur analyses in this area.
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Permanent Positions

For fiscal year 1983, we are requesting $7,877,000 to fully
fund our current 218 positions and to make allowance for eight
additional staff members to handle the increased work locad of state
and local cost estimating.

Although the extraordinary attention to budget matters has put
a great strain on our staff, I am on record to this committee that
CBO would not seek additional positions unless more responsibili-
ties were mandated by the Congress. The recently passed State and
Local Government Cost Estimate Act of 1981 expanded CBO responsi-
bilities by requiring us to make state and local cost estimates for
pending legislation.

After consulting with the Congressfional sponsors of the
legislation and after thoroughly analyzing our needs, we are
requesting eight additional full-time positions to perform that
task. Seven of these would be for professional analysts. The
eighth position would provide clerical support.

In summary, the resources we are requesting for permanent
positions would fund our currently authorized staff level and would
allow us to bring on the staff required to implement the provisions

of the State and Local Government Cost Estimate Act of 1981.
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