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Mr. Chairman and Members of the Subcommittee, | am pleased to
present the fiscal year 1991 budget request for the Congressional
Budget Office (CBO). CBO isanonpartisan analytic organization that
furnishes the Congress with information and analyses on issues
relating to the U. S. economy, the federal budget, and federal
programs. CBO does not make policy recommendations, but presents
the Congress with options and alternatives in a wide range of subject

areas, all of which have economicand budget impact.

This year marks CBO's 15th year of support to the U.S. Congress.
For a decade and one-half, CBO has served the Congress in a
professonal manner and has, | believe, performed its duties with
digtinction. But the hallmark of CBO's success--clear, concise eco-
nomic and budget analysis ddlivered in ati rhely manner--has resulted
In an increasing demand for its products. So that, while the com-
ponents of our budget have not changed--basically people and
computers--CBO’s need for additional resources to meet Congressonal
demands continues to increese. The budget | am seeking today is,
however, what | believe to be the minimum necessary to perform
adequately the tasks requested of us by the Congress.



BUDGET REQUEST

For fiscal year 1991, we are requesting $21,723,000, an increase of 13
percent, or $2,494,000, over our estimated fiscal year 1990 operating
level of $19,229,000. The increase is not attributable to any new dis-
cretionary spending. It does give the agency the resources necessary to
staff to its authorized level of 226 podtions. However, let me em-
phasize, Mr. Chairman, that this request is sufficiently lean that CBO
will probably have to absorb a number of cods it previoudy did not
haveto bear. CBO isnot requesting any additional staff positions.

Of CBO's requested increase, $1,809,000, or 73 percent, is for
personnel-related expenses. Our current appropriation supports 218
positions and, as Congressional demand for CBO work continuesto be
strong, we believeit isimportant to fund to our authorized ceiling level

of 226 positions.

Our request dso includes an additional $202,000 for ADP and an
additional $289,000 for systems, data and model development work in
fiscal year 1991. Our 1991 budget request for ADP is ill 5 percent
below our actual spendinginfiscal year 1988 and more than 26 percent
less in nomind terms than what we spent in thisareain 1983. The
systems, data, and model development increase, while appearing

significant, does no more than restore spending in this critical area to



more appropriate levels after a year in which spending was con-
strained as a result of sequestration. Spending for systems, data, and
model development is still only 1.8 percent of our total budget. The
remainder of our requested increase, $194,000, is spread across a broad
array of areas, including travel, printing, supplies, and training, and is
the result of increase in both prices and workload.

Before discussing our request in detail, | will review for the
Committee the principal services that CBO provided the Congress
during this past fiscal year.

CURRENT CBO SERVICES TO THE CONGRESS

Once again, in fiscal year 1989, CBO played a key role in supporting
Congressiona action. Last spring, CBO provided analytic support to
the bipartisan committee of Congressiona leaders in the budget
summit negotiations with the Executive Branch. Much as we did
during the first budget summit in the fall of 1987, CBO produced cost
estimates and projections of the budgetary effects of various spending
and revenue proposa s throughout the summit and CBO numberswere
used to fashion the final agreement.



Two other issues highlighted CBO'swork for Congressin 1989 the
S& L bailout legidation and the Medicare Catastrophic Coverage Act
debate. In both instances, CBO provided the Congress with extensive
cos and policy analyses of exceedingly complex issues and in both
instances CBO’s anaysis had an important impact on the outcome of
the debates.

As aways, Mr. Chairman, CBO studies are done at the written
request of chairman of full committees, subcommittees, and budget
task forces, the ranking minority member of full committees, and the
leadership on both sides of the aide. In keegping with the intent of the
Congressional Budget Act of 1974, we do not undertake studies that do

not have clear budgetary and economic implications.

TheBaanced Budget Reaffirmation Act

The Balanced Budget and Emergency Deficit Control Reaffirmation
Act of 1987 (Public Law 100-119) continued many of the tasks assigned
to CBO by the Balanced Budget and Emergency Deficit Control Act of
1985 (Public Law 99-177). Although CBO's role in the current
sequestration process is advisory, the agency must still prepare very
detailed reports estimating whether or not the proposed budget
conforms to the Reaffirmation Act'sdeficit targets.



In fiscal year 1991, CBO will compile two sequestration reports.
Preparing these sequestration reports remains a major undertaking.
CBO analysts review over 1,000 budget accounts and apply cuts, as
specified in the law, where necessary. In addition, the report must be
prepared for publication in the Federal Register, al within afive-day
deadline.

In addition to the sequestraﬁ on report, the Balanced Budget Act
givesthe Director of CBO responsibility for aerting the Congressto a
recession or downturn in the economy that might warrant suspending
the deficit targets. CBO did not see the need to make such areport in

1989, and our current economic forecast doesnot envision arecesson.

The Balanced Budget Act dso requires CBO to provide the Con-
gress with a report on unauthorized appropriations and expiring
authorizations. This year, we filed that report with the Congress on

January 16.

Finaly, the Reaffirmation Act directs CBO, in consultation with
the General Accounting Office, to study and report to the Congresson
federa credit programs. In December, CBO published Credit Reform:
Comparable Budget Costs for Cash and Credit, which addresses a
number of credit reform issues and makes specific recommendations,
as required by the Reaffirmation Act.



The Budget Act of 1974

The Congressional Budget Act of 1974, as amended, mandates that
CBO prepare certain reports on a regular basis and that it undertake
other studies in response to Congressiona requests. Specificaly, CBO
carries out the following tasks: it maintains current tabulations of
Congressiona revenue and spending actions (scorekeeping); prepares
five-year cos estimates for hills reported by the authorizing com-
mittees, prepares outlay estimates for bills providing new budget
authority; supplies information on tax expenditure and revenues,
annually reports projections of new budget authority, outlays, and
~_revenues for the coming five fiscal years; estimates the cost to State
and local governments of carrying out or complying withfederal legis-
lation; prepares periodic forecasts of economic trends and alternative

fiscal policies; and analyzes issues that affect the federal budget.

Scorekeeping

CBO provides the Congress with up-to-date tabulations of Congres-
siona actions on revenue and spending hills. These tabulations are
used, particularly by the Budget and Appropriations Committees, to
measure the status of Congressiona budget actions relative to the

targets or limits specified in the concurrent resolution on the budget.



The bulk of CBO scorekeeping activities involves spending
actions. The spending side of the federal budget is complex, consisting
of more than 1,000 separate accounts. Furthermore, the Congress acts
each year on alarge number of individual legidative hills that affect
spending, including 13 appropriationbills. CBO’s scorekeeping system
keeps track of Congressional action on dl these hills from the time
they are reported from committee to the time when they are enacted
into law. As aresult, the CBO scorekegping data base for budget
authority and outlays is very complex, and keeping it current repre-
sents a major effort.

CBO scorekeeping estimates are derived from its analysis of the
President's budget, basdline budget projections, and bill cost estimates,
as well as from the economic assumptioné used for the concurrent
budget resolution. CBO reviews its scorekeeping estimates on a com-
prehensive basis at least twice ayear to incorporate new information
provided by the Office of Management and Budget (OMB) and other
federal agencies, revised economic assumptions that may be adopted
by the Budget Committees, and other relevant data.

Specidly desgned computer scorekeeping reports are provided
weekly, and sometimes daily, to the Budget and Appropriations
Committees. Frequent letters are also sent to the Chairmen of the two

Budget Committees to advise them on current budgetary levels. In



addition, advisory letters have aso been sent on request to the Chair-
man of the Senate and House Appropriations Committee on the bud-
getary impact of individual appropriation actions, such as a supple-
mental appropriation bill or a continuing resolution. The CBO
automated scorekeeping data base is also used to provide specia
computer reports to the Appropriations Committees to use in pre-
paring their February 25th reports, and in dividing budget resolution
dlocations among subcommittees, '

CBO dso prepares a weekly automated report on the legidative
status of selected entitlement and other bills that would directly affect
budgetary requirements. Similar reports provide information on the
legidative status of bills affecting credit activities, bills providing
required authorizations for requested apprbpriations, and proposed
revisons of the Budget Act. Copiesof thesereportsare provided to the
staffsof the A ppropriationsand Budget Committees of both Houses.

Basaline Budget Projections

Eachyear, CBO prepares anew st of basdline budget projections. The
projections take as their sarting point the budgetary decisons made
by the Congress through its most recently completed sesson and show
what would happen to the budget if no new policy decisons were made



during the next five fiscal years. These projections do not represent a
forecast of future budgets, because the Congress does make numerous
new policy decisions in response to changing national needs and
economic circumstances. They do provide, however, a useful basdine
or benchmark against which proposed changes in taxes or spending
policies may be measured and assessed. A longer-term framework is
helpful in making annual budget choices, since these decisions
sometimes have little impact on the budget in the short run. They do,
however, significantly influence relative budget priorities over a
period of several years. Because the annual budget resolution now
includes a credit budget component, CBO aso prepares baseline bud-
get projections for federal credit activities.

CBOQO's capability to do budget proj ections has enabled the
Congress to move more and more in the direction of multiyear bud-
geting. In the past, both Budget Committees have used CBO's baseline
budget projections as a starting point for formulating their recommen-
dations for the annual budget resolution. The CBO basdline spending
projections are distributed to the Appropriations Committees and the
authorizing committees as background information for preparing their
"views and estimates' reports to the Budget Committees, now required
by February 25th. The Budget Committeesthen usethe CBO basdline
projections in their budget resolution markup materials to assess how

spending and revenues should be atered in the future to meet fiscal



policy gods and national needs. Both Budget Committees include

three-year targetsin their recommended budget resolutions.

The CBO budget projections took on an added role in the 1980s
They now serve asthe basdline for computing the spending reductions
to be achieved in the budget reconciliation process. Moreover, CBO
has made smilar use of baseline budget projections in its bill cost
estimates for cdculaing the costs or savings that would result from
legidative proposals to change existing law. This process is particu-
larly important for calculating the budgetary effects of changes in

various entitlement programs.

The growing use of budget projections requires CBO to maintain a
large multiyear data base on ayear-round basis CBO now provides
both Budget Committeeswith numerous sets of five-year projections of
revenues and spending throughout the year, usualy in the form of
computer tabulations. Inaddition, CBO publishesannually a five-year
budget projections report a the beginning of each sesson of the
Congress and updatesit each August.

CBO's current basdline projects a deficit of $159 billion in fiscal
year 1990 and $161 billion in fisca year 1991, declining to $110 billion
by 1995.



The concept of abudget baseline was incorporated in the Balanced
Budget Act for determining the need for and magnitude of across-the-
board spending reductions to meet specific deficit targets. When the
act was amended to correct the constitutional defect, in 1987, the
baseline concept was aso modified to approximate more closdy the
methodology we usein our baseline projections. Themagjor changewas
to include afactor for inflation and pay adjustment in projecting dis-

cretionary appropriations.

Again thisyear, as last, the CBO basdline is virtually identical to
the budget base as specified in the Baanced Budget Act. For 1991,
therefore, the CBO baseline deficit estimate is identical to CBO's esti-
mate used for computing the excess deficit as part of the sequestration
process. Having asingle baselineisintended to help focus attention on
the fundamentals of the budget situation and reduce any confusion

stemming from minor conceptua differencesin our budget projections.

Analysisof the President’s Budget

The Congressond Budget Office carefully reviews the budget esti-
mates that the Administration submits to the Congress. Where
necessary and appropriate, CBO reestimates the Administration's bud-



getary proposals using its own economic assumptions and technical
estimating methods.

The economic assumptions used by the Budget Committees to
formulate the annual budget resolutionsusually are different fromthe
assumptions the Administration used to prepare the President's bud-
get. A different set of economic assumptions may significantly alter
the budgetary impact of the President's proposals. Both Budget Com-
mittees periodicaly ask CBO to reestimate the President's budget
usingdifferenteconomicassumptions.

~ CBO has an independent capability for estimating the impact of
various budget proposals on budget outlays. To keep these techniques
and methods as accurate as possible, CBO staff carefully monitor both
actual spending trends, as reported monthly by the Treasury, and
various program data series that provide information on recent trends
in the use of federal benefits and services, the growth in beneficiary
populations, and other factors affecting federal spending. CBO uses
these independent methods to reestimate the effect of the President's
budgetary proposas. In recent years, these so-cdled "technical reesti-
mates” have been dgnificant.

In addition to reviewing carefully the Administration’s budget

estimates, each year, CBO prepares an analysis of the Presdent's



budgetary proposals. This publication is requested annually by the
Senate Committee on Appropriations to asss Members and staff in
preparing for overview hearings on the Administration's annual
budget. The report discusses the economic outlook for the next severa
years and the possible economic impact of the President's proposals. It
also presents CBO's reestimates of the budget impact of these pro-
posals based on alternative economic assumptions and on CBO's esti-

mating techniques and methods.

CBO's latest version of this report, An Analysis of the President's
Budgetary Proposals for Fiscal Year 1991, estimates that the Bush
Administration's budget proposals would cut more than $30 billion
fromthe projected 1991 deficit, bringing it down to $131 billion. CBO's
deficit estimate is almost $70 billion higher than the Administration's,
largely because the Administration's budget makes no allowance for
the sizable needs of the Resolution Trust Corporation (RTC) for
working capital and because of the use of more optimistic economic

assumptions.

Bill Cost Estimates

CBO prepares cogt estimates for virtually every public bill reported by

legidative committees in the House or Senate that would have a bud-



getary impact. CBO aso prepares numerous cost estimates at com-
mittee request for use in earlier stages of the legidative process.
CBO's bill cost estimates have become an integral part of the
legidative process. Committees refer to them increasingly at every
stage of bill drafting, and they have an impact on the final outcome of
legidation.

The number of such bill cost estimates prepared each year varies,
depending on the amount of legidation being considered and reported
by legidative committees. For 1989, the number of individual cost
estimates was 603, as shown in Table 1.

A large part of CBO's bill cogting in previous years was for the
House and Senate Committees receiving reconciliation instructions in
the budget resolution. CBO's tracking system for bill cost estimates

has treated work on the reconciliation proposals as if they were a few

TABLE 1. BILL COST ESTIMATES (Forma andinformal)

1982 1983 1984 1986 1986 1987 1988 1989

Federd
Estimates 747 6/6 687 601 667 743 771 603
Stateand
Locd Estimates 4 573 641 53 58 531 6/5 470
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large bills. As a result, this system understates the true workload
shown in the figures in Table 1 for 1982 through 1989. Work on a
reconciliation bill alone is equivalent to several hundred bill cost
estimates.

In addition to cost estimates for bills reported by legidative
committees, CBO aso provides the Appropriations Committees with
estimates on outlays for al appropfiati onhills. These outlay estimates
are prepared for each appropriation account and are transmitted to the
staffs of the committees largely in the form of computer tabulations.
For example, many reports display both budget authority and outlay -
data in the Comparative Statement of Budget Authority (CSBA)
formats used by the A ppropriations Committees. Judging by the num-
ber of inquiries that CBO receives, it isfair to say that our estimating
function is, by far, the most extensve of any legidative body in the
world. CBO is aways pleased to furnish technical assistance to other
bodiesinterested infollowing the U.S. Congress asamodel.

State and Locd_Government Cost Estimates

The State and Loca Government Cost Estimate Act, enacted in late
1981, temporarily expanded CBO's responghilities for bill costing by
requiring estimates of the cos that would be incurred by state and



local governments as a result of proposed federal legislation. The

ReaffirmationAct made thisrequirement permanent.

CBO reviews as many hills as possible to identify their potential
Impacts on state and local government costs. Wefocuson billsthat, in
our judgement, are likely to result in an aggregate annual cost to state
and locd governments of at least $200 million, or to have exceptional
fiscal consegquences for a geographic region or particular level of
government. During 1989, CBO prepared state and loca cost esti-
mates for 470 bills. Of these bills, CBO estimated that 7 bills had an
aggregate annual cost exceeding the $200 million threshold, 59 were
below the threshold but had some potential effect on the budgets of
state or local governments, while 404 had noimpact.

Economic Forecastsand Fiscal Analysis

Each fiscal year, CBO provides the Congress with two reports on the
economic forecast. Thefirstisissued early in the legidative sesson to
coincide with Congressiona consideration of the concurrent resolution
on the budget. The second report, issued in mid-August, provides the
economic basisfor CBO's advisory sequestration reportsin August and
October.



CBO doesnot maintainits own macroeconomic model of the econ-
omy. Instead, it uses the mgor commercialy available econometric
models. Data Resources, Inc., the WEFA Inc., Washington University
MacroeconomicModel,andRay Fair EconomicModel. Moreover, CBO
has developed, in conjunction with the International Monetary Fund,
an international econometric model to help track this increasingly
Important aspect of the nation's economy. We aso rely onthe advice of
a digtinguished pand of advisers who represent a wide spectrum of
economic views. The panel meets semiannually, before anew forecast
Isissued, and the panel is supplemented from timeto time with guests
possessing expertise in particular areas of interest. Appendix A to this

statement ligts the current members of the panel.

The reports issued in January and August of 1989 focused on
recent economic developments, discussed fiscal and monetary policy,
forecast short-term economic trends, projected long-term trends, and
detailed thefederal budget outlook under these economic assumptions.
CBO must continuoudly use various modds of the economy to comply
with the requirements of the Balanced Budget Act that it report to the
Congress if it foresees a recesson.  With the growing internationali-
zation of the U.S. economy, the task has become more complex, sinceit
Isincreasingly important to monitor devel opments abroad aswell asin
the United States.
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More and more, the Congress is concerned with the way in which
fiscal policy, as well as specific federal programs, affects the overal
economy. Recently, CBO has enhanced itsanalytic capabilitiesin such
areas of Congressional interest asthe financial condition of thrift insti-
tutions, international debt, national savings, and U.S. living
standards. Studies currently under way include an analysis of the
Brady Plan, the outlook for national savings, and issues and mea-
surements of the budget deficit.

Tax Analysis

”IWith each new economic and budget baseline forecast, CBO provides
the Budget Committees with a set of standardized tables providing
considerable background detail on CBO's basdline revenues and esti-
mates of recent tax legidation. The Budget Committee staff members

havefound these tables very useful.

CBO dso provides severd sats of five-year basaline revenue esti-
mates based on dternative economic forecasts developed by the staffs
of both Budget Committees. Most of these are done to aid the staffs in
preparing the budget resolution.



Revenue scorekeeping reports, with bill-by-bill detail, are sent
biweekly, or as needed, to the staffs of the Ways and Means, Finance,
and Budget Committees. The reports provide five-year estimates of
the revenue effects of each tax bill on the legidative process, and
compare the cumulative revenue effects of enacted legidation with the
targets et in the budget resolution. The revenue estimates shown in
the reports are drawn from CBO cos estimate letters and are fur-

nished to the tax-writing committees when each tax bill is reported.

The CBO staff continued to provide estimates of the revenue
effects of many alternative deficit reduction plans. CBO is aso work-
Ing on a number of aspects of the capital gains tax issue and expects
shortly to publish reports on the distributional benefits from a reduc-
tion in the capital gain tax rate, different methods of reducing the rate,
and prospective versus retrospective capital gains cuts. In addition,
CBO has under way a study of tax changes that might stimulate

private savings.

Program Analysis

The CBO's program divisions--Human Resources, Natural Resources,
National Security, and the General Government unit in the Office of

Intergovernmental Relations--respond to requests from Congressional



committeesto analyze issues and optionsthat hel p the Congress antici-

pate the consequences of legidative proposas. Four types of products
Illustrate the range of efforts carried out by the program divisons:

o Forma and informal cost estimates and other budget
analyticwork analogousto, or in support of, the effortsof the
Budget Anadyss Divison. Often this work involves devd-
oping simulation modelsto estimate the impacts of technical

and other changesin legidation;

0 Short-term policy andyses, usudly to estimate the likely
effects--otherthan costs—of proposed legidation;

0 Longer-term analyses of broad issue areas, considering afull
range of policy options. These projects typically result in
published papers, and

o Tedimony a Congressional hearings, which often follows

fromotherwork wehavedone.
The principal responsbility of the program divisons is to asss

Congressional committeesin examining the effects of legidative policy
options on the budget. Over theyears, CBO has responded to requests
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for analyses of key program issues from amost every committee of

both Houses of the Congress.

In fiscal year 1989, CBO's program divisions completed 17 such
reports for 8 Congressional committees--4 in the House and 4 in the
Senate. Appendix B of this statement shows the distribution of al
reports completed by CBO for Congressional committees in fiscal year
1989.

The subject areas of these reports have typically reflected the
major budgetary issues before the Congress and the nation. Our pro-
gram divisions support Congressional debate by organizing and pre-
senting policy gods, often scattered among disparate programs in
different budget functions and tax provisons, into a sngle analysis. In
this way, the Congress can see more clearly whether its policies are
having the intended effect.

Some recent sudies of this type are Current Housing Problems
and Possible Federal Responsesand Agricultural Progressinthe Third
World and its Effect on U.S Farm Exports.

Much legidation with purposes not closdly related to the federal

budget nevertheless has important budgetary and economic conse-

guences. Many committees have shown a strong interest in the
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anaysis of the effects of such legidation. These anayses often expand
andcomplementinformationprovidedinaCBO cost estimate.

In 1989, CBO provided Congress with several such reports,
including: The Outlook for Farm Commodity Program Spending, Fiscal
Years 1989-1994 and Alternative Compensation Plans for Improving

Retention of Air Force Pilots.

In terms of direct support of the budget process by the program
divisons, CBO studies often address the budgetary implications of
changes in program emphasis or direction or changes in the carrying
out of new initiatives. Committee interest in such analyses may be
prompted by budget constraints or by the perception that existing

programsmay beinefficient or haveoutlivedtheir original intent.

Recent CBO studies along these linesinclude: Risks and Benefits
of Building the Superconducting Super Collider, The Satus of the
Airport and Airway Trust Fund; Strategic Defenses. Alternative
Missions and Their Costs;, and Subsidies Under Medicare and the

Potential for Disenrollment Under a Voluntary Catastrophic Program.
Based on current committee requests, CBO expectsto complete a

large number of reports thisfiscal year. We further assume that our
level of activity in fiscal year 1991 will be smilar to that in fiscal year
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1990. CBO's program divisions have remained remarkably stable in
terms of staffing and funding since the inception of CBO. Throughthe
years, they have accounted for approximately one-third of CBO's staff

positions and a little more than one-quarter of the funding.

Published reports are only the most obvious example of the analy-
tic support that the program divisions provide to the Congress. Regu-
larly, short-term analysis in the form of staff memoranda and letters is
provided to committee staffs by the program divisions. In addition,
CBO isfrequently caled on by committeesto testify. During the last
fiscal year, CBO was called upon to testify on 27 separate occasions.
This testimony is often in connection with an ongoing or completed
report, though we sometimes prepare new analyses for such appear-

ances.

Finally, our program divisions have developed a number of sophis-
ticated analytic computer models of federal programs. The output from
these moddls is provided to our Budget Analysis Divison for use in its
cost estimates, and program anaysts frequently help revise or improve
exising BAD modds. This capability alows our program units to
respond to requeststhat require sophisticated analytic treatment, such
as smulating the effects of options on beneficiaries of federal pro-
grams. Similarly, the program divisons have developed modds, both

for the budget committees and authorizing committees, that estimate
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the cods and revenues of specific programs. The models are used by

the committees to respond to proposals made during the markup of
legidation.

The requests and demands made of our program units have not
lessened under the Balanced Budget Act. The Congress, to carry out
its policy objectives during these times of severe fiscal condraint, is
considering numerous new and innovative approachesin anincreasing
number of program areas. CBO is being cdled on to evaluate and
analyze many of these proposals and to put them in a budgetary
context. In addition, the Congress will need to continue to assess the
_ programmatic and policy implications of budget reductions. The CBO
” Iprogram divisions have the resources in place to provide information

as the Congress makes these important reassessments.

ORGANIZATION OFCBO

For management and administrative purposes, CBO is divided into
seven divisons.  While the functions of the divisons are unique, the
work of each is highly dependent on that of the other, and | would like

to take time today to share with you how this" crosswak™ works.
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Three of our divisions--the Budget Analysis, Fiscal Analysis and
Tax Analysis Divisions--primarily support the needs of the House and
Senate Budget and A ppropriations Committeesfor accessible, compre-
hensve, and technical budget and economic information. The other
four divisons-Natural Resources and Commerce, National Security,
Human Resources and Community Development, and the General
Government unit of the Officeof | ntergovernmental Relations--provide
key support, often early in the legidative process, to the budget and
authorizing committeesin analyzing various programmatic and policy
options and their associated codts. To perform these tasks, each unit
must collaborate with the others.

For example, the economic assumptions developed by the Fiscal
Analysis Division serve as the basis for our cost estimating, projec-
tions, and analysis of issues. The budget numbers developed by the
Budget Analyss Divison often depend on methodologica studies done
in the program divisons. Finaly, al numbers developed in connection
with analytic studies are reviewed by the cogt analysts in the Budget
Analysis Divison. This crosswak among our divisions is absolutely
essential to our ability to provide accurate cost estimates and compre-

hensive analyses of alternative legidative drategies.

The interdependence of our organization is best exemplified by the
report, Reducing the Deficit: Spending and Revenue Options. Over the
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years, many Members of the Congress have told us they find thisto be
one of the most useful documents we produce. The study describes
several broad strategies for reducing the federal deficit and analyzes
numerous specific spending and taxing options for carrying out those
strategies. Each option lists the outlay savings or revenue increases
that would result from its enactment. The Fisca Analysis Divison
prepares the economic assumptions used in the report. The Budget
Analysis Division prepares the baseline projections using these
economic assumptions. The program divisions develop strategies and
options. The cost analystsin the Budget Analysis Division provide the
savings estimates associated with each option. The Tax Anaysis

Division provides the analysis of revenue increases.

THE FISCAL YEAR 1991 REQUEST

As | indicated previoudy, Mr. Chairman, the increase being requested
over the 1990 operating level conssts mostly of mandatory personnel
expenses needed to fund CBO at the authorized staff level. Of the
$2,494,000 increase being requested, $1,809,000, or 73 percent, isin-
creased personnd cods.  Of the remainder, $202,000 is for ADP pur-
poses and $289,000 for systems, data, and model development. In-
creases in prices and workload in awide array of other administrative

areas account for the remaining $194,000 being requested.
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Personnel Cods

Escalating personnel costs are the driving force behind most of CBO's
requested increase. The steady rise in pay and benefit costs has driven
the personnel component of CBO's budget up to 76 percent of the total
1991 request from 59 percent of CBO's total budget as recently asfiscal
year 1985, Similarly, benefit cogs in 1991 will reach nearly 25 percent
of payroll, fa_r above the pre-FERS rate of 12 percent. Increased
funding for benefit costs puts pressure on other portions of CBO's
budget.

An assumed merit pay increase of 3.6 percent accounts for an in-
crease of $423,000 in our request. The budget request makes no allow-
ance, however, for a 1991 cost-of-living inérease, which could force
CBO to absorb $400,000 or morein additional costs. Despite the use of
conservative assumptions and digibility criteria, the 1991 executive
pay adjustments for senior CBO staff will ill require an estimated
$609,000. This represents one-third of our requested cost increase for
personnel. Moreover, CBO's budget does not include any additional
resources for overtime pay. Required by recent amendments to the
Fair Labor Standards Act, overtime costs will also have to be absorbed.
CBO will follow the guidelines of the House, when they become

available, regarding overtime pay and executive salary adjustments.
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ADP Costs

ADP codts increase 7 percent in the current request, or by $202,000.
These fundswill support needed changes and updates to critical main-
frame applications as well as replace aging microcomputers. CBO is
proud it has been able to reduce ADP cods over the years while in-
creasing productivity. By using microcomputers, and aided by HIS
price reductions, CBO has signifiCantIy reduced the relatively expen-
sive timesharing component of total ADP costs. ADP is 14 percent of
our 1991 request, as compared with 29 percent of our 1983 budget.
Actual ADPcogtsin fiscal year 1989 werethe lowest in 10 years. Fully
funded, the requested ADP levd for 1991 is ill 26 percent below the
1983 levd.

Systems, Data, and Modd Devel opment Cods

The systems, data, and model devel opment component of our bud-
get is used primarily to purchase and modify data needed to update
existing models. Spending in this area can vary widely, depending, as
It does, on such things as the availability of data and the length of time
gnce the previous update. Budget condraints in fiscal year 1990,
including sequestration, require CBO to cut spending here nearly in
haf from 1989, which was already 29 percent lower than fiscal year
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1988. The $289,000 increase requested for 1991 returns spending in
this category to more historical levels and would allow us to acquire
critical data updates for the Budget Analysis and Human Resources

divisons.

Other Cods

Administrative expenses in our 1991 request, a $1,790,000, are only
$90,000 more than similar expensesin fiscal year 1988, unadjusted for
inflation. The bulk of the requested increase of $194,000 over 1990 is
attributabl e to increased printing and mailing cogts of additional CBO
reports. Other price increases for postage, travel, supplies, and miscel-
laneous sarvices account for the remainder of the requested incresse.
Even s0, administrative expenses as a percent of CBO's total budget
declines dightly in our request from our 1990 appropriated level.

CONCLUSION

Mr. Chairman, as | stated at the opening of thisjustification, | believe
thisto be amost prudent budget for CBO. Our budget request isdriven
primarily by mounting personnel costs and the need to staff to our
authorized caling. It is | beieve, a budget that will dlow CBO to
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continue to serve the Congress at the level of excellence it has come to

expect. Thank you, Mr. Chairman.
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APPENDIX B. SUMMARY OF COMPLETED CBO REPORTS BY
REQUESTER (October 1, 1988to September 30, 1989)

Number

Requester of Reports
House Agriculture 1
House Armed Services Committee 3
House Banking, Finance and Urban Affairs 1
House Budget Committeea 2
House Ways and Means Committee 1
Senate AppropriationsCommittee 2
Senate Budget Committeea 5
Senate Environment and Public Works Committee 1
Senate FinanceCommittee | 1
Senate Governmental Affairs Committee 1
Senate Labor and Human Resources 1
Mandated by the Congressond Budget Act of 1974 7
Mandated by the Balanced Budget Act of 1985 4

Total 30

a  Dua requesters.




