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Introduction

The Bush Administration submitted its budget for Fiscal Year 2004 in early 2003, and the Congress has
until October 1, 2003 to pass its version. The President requested $2.2 trillion in federal spending, up
from $2.140 trillion that Congress and the Administration agreed to spend in Fiscal Year 2003.

These amounts are so large that they are often considered to be incomprehensible to the average
taxpayer. Unfortunately for most Members of Congress and the public, the problem of comprehensibility
is compounded by the confusing presentation of the federal budget — five large volumes that total nearly
3,000 pages. In fact, the federal budget is almost impenetrable without extensive study, leaving citizens to
wonder where all the money goes.

Therefore, in fulfililment of the Tax Foundation’s mission to monitor public finance and educate the
American public, we have undertaken to publish A Taxpayer’s Guide to Federal Spending. It represents
our effort to provide a more user-friendly presentation of federal spending.

Guiding Citizens Through the Budget

This book presents federal outlays, or the actual disbursement of funds to meet obligations, at several
different levels of aggregation.® By gradually moving through these levels, taxpayers should better
understand how the federal government spends tax dollars, the cost of various federal programs, and their
relative size in proportion to the rest of the budget. It is hoped that the book will be a valuable guide as
Congress and the Administration debate the President’s budget proposal.

The first chapter gives a snapshot of total federal outlays organized by the major entities of the federal
government: the legislature, the judiciary, the Presidency, the cabinet departments, and independent
agencies. Readers will see, for example, that if Congress approves the President’s budget, the federal
entity with the largest budget share will be the Social Security Administration. Its spending will account
for 25.8 percent of total federal outlays. The second chapter gives a similar snapshot of total federal
employment broken down by the major components of the federal government.

The remaining chapters detail the outlays of each federal entity. The outlays used to fund the
legislative and judicial branches are examined in the third and fourth chapters, and the remaining chapters
examine the outlays made by the departments and independent agencies of the executive branch.

Each of these chapters breaks down a federal entity’s total outlays by its component agencies and major
program areas. The individual expenditure accounts which fund the various activities of these agencies
and major program areas are then listed. Individual expenditure accounts may fund any number of
specific programs. These accounts are further delineated by the type of funding used. In order to
understand the logic of this presentation it is useful to briefly review some of the concepts used by the
federal government when preparing its budget.

Types of Funds
All federal activities funded by direct federal outlays are financed using either “federal funds” or “trust
funds.” All funds not classified by law as trust funds are considered federal funds. Since Congress has
not followed a consistent rule designing types of funds, the distinction between the two is often arbitrary.
Alternatively, the federal government can avoid budgeting a federal outlay for activities it wants to
encourage by extending credit. These amounts are recorded in credit accounts.

! Outlays differ from another common fiscal term, budget authority. Outlays represent the actual disbursement of funds
while budget authority is the legal authority to incur financial obligations that will eventually result in the outlay of funds.
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Federal Funds
Federal funds finance the bulk of federal activities. There are three types of funds within this category:
general funds, special funds and revolving funds.

General Funds

General funds, as the reader would suspect, are used to carry out general government activities. The
sources of these funds include virtually all income taxes, many types of excise taxes, and federal
borrowing.

Special Funds

Special funds, like the trust funds discussed below, have been earmarked to finance a particular activity.
An example is the Forest Service’s Range Betterment Fund, which receives 50 percent of all the grazing
fees collected in national forests in the 16 western states and uses them to finance range improvement
activities.

Revolving Funds

Revolving funds use the proceeds of an ongoing federal activity to finance the activity directly. For
example, the Commerce Department’s Economic and Statistics Division places the fees it receives from
the sale of its publications in electronic form into a revolving fund. This fund is then used to finance the
production of electronic versions of the division’s publications.

There are two subcategories of revolving funds. Public enterprise funds record transactions between
the government and the public while intra-governmental funds record transactions between federal
agencies.

When the budget reports an outlay from a revolving fund, the amount is net of collections — that is, total
outlays minus total collections equals the outlay.

Trust Funds

Trust funds are federal collections which have been earmarked by law for specific purposes. Trust
funds from the collection of Social Security and Medicare taxes, federal gasoline taxes, and airline ticket
surcharges, for example, fund Social Security, Medicare, highway construction, and airport development.

Credit Accounts

In addition to directly expending funds, the federal government also uses credit programs to achieve its
objectives. Federal credit programs take two forms, direct loans and loan guarantees. In a direct loan
program, the federal government lends money directly to borrowers. In a loan guarantee program, the
federal government acts as the co-signer of loans. In either case there is usually a subsidy cost associated
with a credit program.

One of the goals of the Federal Credit Reform Act of 1990 was to quantify these costs and treat them as
outlays. The Act’s solution to this problem was to create credit program accounts. These accounts are
applicable to all direct loans obligated and loan guarantees committed to by the federal government in
1992 and beyond. The subsidy costs of loan programs are calculated by subtracting the present value of
expected collections over the term of a loan from the present value of expected disbursements. Once
funds from a direct loan or loan guarantee are disbursed, the credit program account is charged an amount
equal to the calculated subsidy cost. In addition, the administrative costs of the program are also charged
to the program account. These funds are then transferred to a non-budgetary credit financing account. In
cases where the amount calculated is positive, funds are treated as an offsetting receipt (see below) and
transferred to a special fund receipt account. Each year the cost of federal credit programs is re-estimated
and the appropriate levels of funds are transferred among these three types of accounts to reflect changes
in program cost.

Financial transactions associated with direct loans and loan guarantees entered into prior to 1992
continue to use the cash flow system of accounting used at the time. These transactions are recorded in
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liquidating accounts.

Types of Collections

All federal collections are classified into two broad categories, governmental receipts and offsetting
collections. When raised through the exercise of governmental powers, the funds are called governmental
receipts. Examples include individual and corporate income taxes, social insurance taxes, customs duties,
and funds received from compulsory user charges. Offsetting collections, on the other hand, occur when
the federal government is involved in businesslike transactions. Examples of this type of revenue include
the sale of postage stamps, periodicals, and electricity. In an effort to arrive at some measure of the
federal government’s spending authority, offsetting collections are deducted from gross outlays to arrive
at net outlays.

Offsetting Collections

There are two types of offsetting collections: offsetting collections credited to appropriation or fund
accounts, and offsetting receipts. They differ in the manner in which the offset is applied. In the first
case, the offsetting collections are credited directly to the expenditure account that produced these receipts
without legislative action. For example, the Postal Service is allowed to use the funds received from the
sale of postage stamps and other services to offset the cost of its operations directly. Offsetting receipts,
on the other hand, are not automatically allowed to be deducted from the expenditure account that
produced them. Instead they generally offset expenditures at the agency or major program area level.

Offsetting Receipts

There are three subcategories of offsetting receipts: proprietary receipts from the public, intra-
governmental transactions, and offsetting governmental receipts. Proprietary receipts from the public
occur when a federal entity is involved in a businesslike transaction with the public. In most cases these
receipts are deducted from the agency or major program area expenditures that produced these revenues.
In a limited number of cases, however, they are not deducted from an agency or function, but instead are
used as an offset against total federal collections. In these cases the funds are called undistributed
offsetting receipts and are deducted from government-wide totals.

Intra-governmental transactions occur when one federal entity conducts a businesslike transaction with
another. In most of these cases funds are deducted from the funding of one agency and used as an offset
against the expenditures of another.

Offsetting governmental receipts result from action that is by nature governmental but is legally
classified as an offsetting receipt.

Data Presentation

Chapter 1 opens with a pie chart illustrating total federal spending by “entity,” i.e. department or
program. The total outlays presented in the pie chart include both on- and off-budget spending and do not
include allowances and undistributed offsetting collections.? The purpose of this chart is to show the
relative budget shares of the various federal entities. To facilitate this presentation, the entity shares have
been sorted by size and are presented in such a way that all entities are all easily readable. The table that
follows the illustration presents the entities and their respective outlays for fiscal years 2001-2003 in the
order in which they appear in the federal budget. Total outlays include all allowances and offsetting

2 Off-budget spending finances the same types of activities as on-budget spending, but it is excluded by law from certain
budgetary calculations. Currently, off-budget spending is comprised of two Social Security trust funds, old-age and
survivors insurance and disability insurance, and the Postal Service fund. Allowances are lump-sum amounts that are
included in the budget documents to account for some anticipated but unspecified rise or fall in federal outlays.
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collections. The distribution of total federal employment among the entities is presented in a similar pie
chart in Chapter 2. The table that follows this pie chart presents employment levels of the major entities
of the federal government.

Each of the remaining chapters in the book examines a specific federal entity. The budget shares of the
agencies and major program areas, which comprise the entity, are illustrated in a pie chart showing the
reader at a glance where the bulk of an entity’s money goes. Following each pie chart is a table that lists
the entity’s component agencies and major program areas, presented in the order in which they appear in
the federal budget. Total employment for the entity is given at the top of each table. The individual
expenditure accounts of the entity’s component agencies and major program areas are then listed with
brief descriptions. These also appear in the order they appear in the federal budget and are delineated by
the type of funding used. A dash in the account’s amount column indicates zero outlays or outlays of less
than $1 million.

The existence of the various types of offsetting collections and the differing levels in the federal budget
at which these offsets are applied complicates the presentation of outlays. Total outlays as presented on
the opening page of each chapter include all offsetting collections and interfund transactions. Data for
individual expenditure accounts is net only of offsetting collections credited to individual expenditure
accounts since this is the only type of offset applicable to individual expenditure accounts. Such
accounting is consistent with the methodology employed in calculating outlay totals for individual
expenditure accounts given in the Budget of the United States Government, Fiscal Year 2004 - Appendix.

* k% k% %

About the Tax Foundation
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CHAPTER 1

Summary and Analysis

Introduction
President Bush’s fiscal year 2004 budget focuses on three major themes:
» Economic growth and job creation primarily through significant individual tax relief and fundamental

tax reform.

* Increased security from terrorism and other threats abroad primarily through increased Department of
Defense spending.

* Protection of the “homeland” primarily through creation and expansion of the new Department of
Homeland Security.

The President’s budget also includes proposals that would considerably increase spending on Medicare,
primary education programs, the Environmental Protection Agency, and research and development.
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Chapter 1: Summary and Analysis

Table 1: Federal Outlays by Type, Fiscal Years 1962-2008

($Billions)
Discretionary Mandatory
Non- Social Net
Total Defen Defens Securit Medi- Medi- Oth Interes

Outlays Total se e Total y care caid er t
1962 $106.8 $721 $52.6 $19.5 $34.8 $14.0 $0.0 $0.1 $13.8 $6.9
1963 111.3 75.3 53.7 21.6 36.0 155 0.0 0.2 12.6 7.7
1964 1185 79.1 55.0 24.1 39.4 16.2 0.0 0.2 14.8 8.2
1965 $118.2 $77.8 $51.0 $26.8 $404  $17.1 $0.0 $0.3 $14.4 $86
1966 1345 90.1 59.0 311 44.4 20.3 0.6 0.8 13.3 9.4
1967 157.5 106.5 72.0 345 51.0 21.3 2.7 1.2 155 10.3
1968 178.1 118.0 82.2 35.8 60.2 23.3 46 1.8 19.4 111
1969 183.6 117.3 82.7 34.6 66.3 26.7 5.7 2.3 18.9 12.7
1970 $195.6 $120.2 $81.9 $38.3 $754  $296 $6.2 $27 $225  $144
1971 210.2 1225 79.0 435 87.6 35.1 6.6 3.4 27.7 14.8
1972 230.7 1285 79.3 49.2 102.2 39.4 75 46 35.2 155
1973 245.7 130.4 77.1 53.3 115.3 48.2 8.1 46 37.1 17.3
1974 269.4 138.2 80.7 57.5 131.1 55.0 9.6 5.8 39.3 21.4
1975 $332.3 $157.9 $87.6 $70.3 $1743  $636 $12.9 $6.8 $678  $232
1976 3718 175.6 89.9 85.7 196.2 72.7 15.8 8.6 72.4 26.7
1977 409.2 197.1 97.5 99.6 212.1 83.7 19.3 9.9 69.3 29.9
1978 458.7 218.7 104.6 114.1 240.1 92.4 22.8 10.7 78.7 355
1979 504.0 240.0 116.8 1232 264.0 102.6 26.5 12.4 79.9 426
1980 $590.9 $276.3 $134.6 $141.7 $3146 $117.1 $32.1 $14.0 $989  $525
1981 678.2 307.9 158.0 149.9 370.4 137.9 39.1 16.8 107.8 68.8
1982 745.8 325.9 185.9 140.0 419.8 153.9 46.6 17.4 116.9 85.0
1983 808.4 353.3 209.9 143.4 455.0 168.5 52.6 19.0 125.1 89.8
1984 851.9 379.4 228.0 151.4 472.4 176.1 57.5 20.1 107.6 1111
1985 $946.4 $415.8 $253.1 $162.7 $530.6 $186.4 $65.8 $22.7 $126.2 $129.5
1986 990.5 438.5 273.8 164.7 551.9 196.5 70.2 25.0 124.2 136.0
1987 1,004.1 444.2 2825 161.7 560.0 205.1 75.1 27.4 113.7 138.7
1988 1,064.5 464.4 290.9 1735 600.0 216.8 78.9 30.5 122.0 151.8
1989 1,143.7 488.8 304.0 184.8 654.8 230.4 85.0 34.6 135.8 169.0
1990 $1,253.2 $500.5 $300.1 $200.4 $752.6  $2465 $98.1 $41.1 $1825 $184.4
1991 1,324.4 533.3 319.7 213.6 791.1 266.8 104.5 525 172.8 194.5
1992 1,381.7 533.8 302.6 231.2 847.9 285.2 119.0 67.8 176.5 199.4
1993 1,409.5 539.4 292.4 247.0 870.1 302.0 130.6 75.8 163.0 198.7
1994 1,461.9 541.4 282.3 259.1 9205 316.9 144.7 82.0 173.9 203.0
1995 $1,515.8 $544.9 $273.6 $271.3 $971.0 $3333 $160.0 $89.1 $156.4 $232.2
1996 1,560.6 532.7 266.0 266.7 1,027.9 347.1 174.2 92.0 1735 241.1
1997 1,601.3 547.3 2717 275.6 1,054.0 362.3 190.0 95.6 162.1 244.0
1998 1,652.6 552.1 270.2 281.9 1,100.6 376.1 192.8 101.2 189.3 241.2
1999 1,701.9 572.0 2755 296.5 1,130.0 387.0 190.4 108.0 214.8 229.8
2000 $1,788.8 $614.9 $295.0 $319.9 $1,1740  $406.0 $197.1 $117.9 $230.0 $223.0
2001 1,863.9 657.4 309.1 348.3 1,206.5 429.4 2175 129.4 224.0 206.2
2002 2,011.0 734.4 348.9 385.4 1,105.7 452.5 227.7 151.2 274.3 171.0
2003e 2,140.4 791.4 375.7 415.7 1,349.0 4745 244.7 162.5 305.9 161.4
2004e 2,229.4 818.8 389.7 429.0 1,410.6 493.0 258.9 1825 299.8 176.4
2005e $2,343.4 $850.0 $409.7 $440.3 $1,4934 $511.6 $2759  $197.0  $3049 $204.0
2006e 2,463.7 869.8 422.8 447.0 1,593.9 533.1 304.9 215.3 316.1 224.5
2007e 2,576.2 891.4 436.2 455.2 1,684.8 558.7 327.4 232.5 326.4 239.8
2008e 2,710.5 925.9 460.2 465.7 1,784.6 587.2 349.4 252.5 341.4 254.1

Source: Tax Foundation, Office of Management and Budget.

The Budget Outlook

The President’s fiscal year 2004 budget requests $2.2 trillion in total spending and anticipates $1.9
trillion in total receipts. In other terms, based on administration forecasts, federal spending will be 19.7
percent of Gross Domestic Product (GDP) and receipts will total 17.0 percent of GDP in fiscal year 2004.
Spending of $2.2 trillion represents a 2.2 percent increase over the administration’s most recent estimates
for the current fiscal year and a 25.3 percent increase compared to a decade ago, fiscal year 1994, after
adjusting for inflation. The $1.9 trillion in anticipated collections represents a 2.7 percent increase over the
administration’s most recent estimate for the current fiscal year and 25.5 percent increase compared to a
decade ago. Figure 1 shows federal outlays and receipts as a percentage of GDP since 1940. The
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administration’s budget shows a current year (fiscal year 2003) net deficit of $304.2 billion and a net
deficit of $307.4 billion in fiscal year 2004. The budget shows continued deficits through at least 2008.
This is the first budget in eight years that forecasts budget deficits throughout the five year budget
window.

The deficits over this period will increase outstanding debt held by the public from an estimated $3.9
trillion at the end of fiscal year 2003 to an estimated $5.0 trillion in 2008. Measured as a percentage of
GDP, debt held by the public is expected to slightly increase from 36.1 percent of GDP at the end of fiscal
year 2003 to 36.4 percent of GDP at the end of fiscal year 2008.

Expenditures by Classification

The budget shares of the major categories of federal spending under the President’s budget are
illustrated by the last five bars in Figure 4, corresponding with fiscal years 2004—-2008. Historical data is
provided for context. See also Table 1.

Federal outlays are divided into two broad categories, discretionary and mandatory. Discretionary
spending is determined by the annual appropriations process, while so-called mandatory outlays are
predetermined by statute. Mandatory outlays also include net interest payments that are determined by the
level of gross federal debt outstanding and interest rates. To alter mandatory spending levels, the
program’s authorizing legislation must be amended. Since interest payments on federal debt are a pre-
existing legal obligation, they are classified with mandatory outlays in Figure 4.

These two broad categories of federal spending are further divided into their major components.
Discretionary spending is divided into defense and non-defense outlays. Mandatory outlays are divided
into Social Security, Medicare, Medicaid, other mandatory programs, and net interest.

The thick line delineating the two types of spending in Figure 4 illustrates how the composition of
federal outlays has changed over the past three decades. Until the late 1960s, more than 70 percent of all
federal spending was discretionary, controlled by the annual appropriations process. Entitlement programs
enacted in the late 1960s shifted the balance rapidly to greater mandatory spending. For a time it was
possible to partially finance the rapid growth of mandatory spending by making offsetting reductions in
defense spending, but by the mid-1970s cuts in defense spending were no longer feasible. Figures 1 and 2
show that the budget deficit began to grow rapidly as federal outlays quickly increased as a percentage of
GDP.

Mandatory Expenditures

Under the President’s proposal, the share of the budget dedicated to mandatory and net interest outlays
would grow from 63.0 percent in FY 2003 to 65.8 percent in FY 2008. Omitting net interest, mandatory
programmatic spending is expected to increase from 55.5 percent of total federal spending in fiscal year
2003 to 56.5 percent in 2008. This increase is due in part to President Bush’s plan to increase spending
levels for Medicare and Medicaid, mostly to subsidize the purchasing of prescription drugs under
Medicare (see Table 1 and Figure 4).

Net interest payments under the President’s plan will increase from 7.5 percent of total spending in
fiscal year 2003 to 9.4 percent in 2008. This average of 8.7 percent of annual expenditures is the lowest
average for any six-year period since fiscal years 1976 through 1981.

Discretionary Expenditures

On the discretionary side of the budget, the President’s proposal calls for increased expenditures for
national defense, from $375.7 billion in the current fiscal year, 2003, to $460.2 billion in fiscal year 2008.
This increase in spending would actually decrease the budget share taken by defense spending from 17.6
percent of total federal outlays in fiscal year 2003 to 17.0 in fiscal year 2008.

Nondefense discretionary expenditures are expected to increase under the President’s budget from
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$415.7 billion in fiscal year 2003 to $465.7 billion in fiscal year 2008. Despite this increase, the
percentage of total federal outlays dedicated to nondefense discretionary spending decreases over the
period from its current level of 19.4 percent to 17.2 percent of total federal outlays in 2008.

Expenditures by Agency

The federal government is organized into 29 major agencies and “Other Independent Agencies,” a
catch-all for small agencies. Some government agencies are huge; the Department of Health and Human
Services will spend about $502 billion in FY 2003, 24.2 percent of all federal outlays. Meanwhile, the
Advisory Council on Historic Preservation will spend only around $4 million, or 0.0002 percent of total
federal spending. Table 3 shows the proposed spending for the 29 major agencies between FY 1999 and
2008, both in current dollars and as a percentage of total federal spending.

As measured by net outlays, President Bush’s fiscal year 2004 budget calls for lower spending by nine
agencies, including the Federal Emergency Management Agency (FEMA) which has been incorporated
into the new Department of Homeland Security. Significant declines in spending levels are anticipated
within the Department of Labor (down 17.8 percent from fiscal year 2003), the General Services
Administration (down 81.1 percent) and the Small Business Administration (down 50.4 percent).

The other 21 agencies are all slated to receive net increases in their budgets. Other Independent
Agencies is slated to receive the largest increase, a 31.9 percent jump from $10.8 billion in fiscal year
2003 to $14.0 billion in fiscal year 2004. The budget also calls for substantial increases in the agencies
that manage international assistance programs (a 17.0 percent increase), the Legislative Branch (a 9.5
percent increase) and the Department of Justice (a 9.5 percent increase).

Federal Collections by Source
The major sources of federal revenue under the President’s budget are listed in Table 3 and illustrated
in Figure 5.

Individual Income Taxes

Individual income tax collections have been a relatively stable source of federal receipts since World
War |1, averaging 44.8 percent of total federal collections. This figure reached a peak of 49.9 percent in
1999 driven primarily by strong growth in personal income including capital gains. This percentage is
expected to drop over the next couple of years before increasing again to 46.6 percent in fiscal year 2008.
The decrease from 1999 is attributable to a slowdown in the growth of personal income, the passage of the
Economic Growth and Tax Relief Reconciliation Act of 2001 (EGTRRA), and the President’s various tax
relief proposals contained in this budget.

Corporate Income Taxes

Corporate income tax collections are highly cyclical, rising during periods of economic growth and
falling when the economy slows. However, the general trend has been a steady decline in the percentage
of total federal collections contributed by the corporate income tax. During the 1950s corporate income
tax collections averaged 27.5 percent of total collections. This share dropped to 21.3 percent during the
1960s, 15.0 percent during the 1970s, and 9.3 percent during the 1980s. Since then, corporate tax receipts
have averaged 10.1 percent of total collections per year.

In fiscal year 2003, the corporate income tax is slated to raise $143.2 billion, or 7.8 percent of total
federal receipts. Under the President’s budget, the corporate income tax is projected to produce $169.1
billion during fiscal year 2004, rising to $243.7 billion in fiscal year 2008. As a share of expected federal
collections, this would be an increase of 1.9 percentage points over the next six years from 7.8 t0 9.7
percent.
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Social Insurance Taxes

The rapid growth in the share of federal outlays allocated to mandatory spending programs has been
accompanied by escalating social insurance taxes to pay for them. Just after World War |1, social
insurance taxes such as the payroll tax supplied just 7.9 percent of total federal receipts. This share
increased to over 20 percent by 1967 and is scheduled to reach an historic high of 39.8 percent in 2004.
Under the President’s new budget the federal government would collect $764.5 billion in social insurance
taxes during fiscal year 2004, which represents 6.8 percent of GDP. This would increase to $922.2 billion
in fiscal year 2007, or 36.6 percent of total federal receipts.

Excise Taxes

Excise taxes, which include levies on alcohol, gasoline, tobacco, and telephony services, make up a
relatively small share of federal government collections, about 3.7 percent in fiscal year 2003. This is a
tremendous change from past years. In the 1950s excise taxes accounted for 14.5 percent of federal
collections. From that post-World War Il peak, excise taxes dropped to an annual average of 11.1 percent
of collections during the 1960s, 6.3 percent during the 1970s, 4.9 percent in the 1980s, and 3.9 percent
during the 1990s. Under President Bush’s budget, the share of total receipts accounted for by excise taxes
would drop further, to 3.2 percent in fiscal year 2008.

Other Collections

The share of total federal receipts raised from other sources has remained relatively constant since the
end of World War I, at an annual average of 4.4 percent. These include customs duties and fees, estate
and gift taxes, and other miscellaneous taxes and fees.
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Figure 4: Federal Outlays by Type as a Percentage of Total Federal Outlays
Fiscal Years 1962-2008
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Tax Relief and Reform

The President’s Fiscal Year 2004 Budget contains 78 specific revenue provisions. In total, they would
result in $441.0 billion in tax relief between FY 2004 and FY 2008, and $1.3 trillion between FY2004 and
FY2013. Additionally, the President’s proposals include creation or expansion of three “refundable” tax
credits that would result in outlays of $52.4 billion over the next five years and $137.2 billion over the
next ten years.

As outlined in several speeches earlier this year including the State of the Union Address, the
President’s revenue proposals fall into four major categories: acceleration of scheduled tax relief,
significant tax reform, tax incentives for specific activities, and extension of existing provisions.

Acceleration of Scheduled Tax Relief

Several provisions passed as part of the Economic Growth and Tax Relief Reconciliation Act of 2001
are scheduled to phase in over the next six years under current law. The President’s budget calls for
making several of these provisions effective retroactively to January 1, 2003. Specifically, the President’s
budget would:

1) Drop each of the top four individual income tax rates to the level currently scheduled to be in place
between 2006 and 2010. The complete marginal income tax rate schedule would then be 10 percent, 15
percent, 25 percent, 28 percent, 33 percent and 35 percent.

2) Increase the child tax credit from its current level of $600 to $1,000 per child, the level scheduled to
be in effect in 2010.

3) Increase the width of the 15-percent tax bracket for married couples filing jointly to twice the size of
the 15-percent bracket for single filers. Also increase the size of the standard deduction for married
couples filing jointly to exactly double that available for single filers. These two provisions would
eliminate the marriage penalty faced by many couples.
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4) Increase the width of the 10 percent income tax bracket to $14,000 of income for married couples
filing jointly and $7,000 for single taxpayers, and index the 10-percent tax bracket for inflation beginning
in 2004.

These four accelerations would provide taxpayers with a total of $203.5 billion in tax relief between FY
2004 and FY 2008, according to the administration’s projections.

Significant Tax Reform

The President’s budget includes several proposals that would significantly reform and simplify the
existing income tax code. The proposal that has received the most attention has been the one to eliminate
the double taxation of corporate earnings. Corporate earnings are typically taxed at least twice under
current law, once at the corporate level and again at the individual level. The president’s proposal would
eliminate all but one of these layers of taxation by allowing all shareholders, including corporate
shareholders, to deduct the full amount of dividends paid out of after-tax earnings. The proposal would
also exempt capital gains resulting from retained earnings from being taxed twice. This proposal would
provide taxpayers with $152.7 billion in tax relief over the next five years according to the
administration’s estimates.

The second major tax reform proposal put forward by the President is the expansion of tax-advantaged
savings accounts. The proposal would simplify and consolidate the rules governing many of the existing
tax-advantaged savings plans—including Individual Retirement Accounts (IRAs), Medical Savings
Accounts, Roth IRAs, Education Savings Accounts, 401(k) plans, 403(b) plans, and Qualified 529 Tuition
Plans. The President’s proposal would also expand the number of taxpayers eligible to make contributions
to such plans and expand the activities for which savings can be used.

In short, the President’s budget proposes consolidating all existing savings plans into three replacement
accounts. First, Employer Retirement Savings Accounts (ERSASs) would replace existing employer-
sponsored savings plans. Like existing plans, contributions made to an ERSA would be tax deductible.
Taxes on the earnings in these accounts would be deferred until withdrawals are made after the age of 58.
Second, Retirement Savings Accounts (RSAs) would replace existing IRAs and Roth IRAs. Like Roth
IRAS, contributions to LSAs would not be tax deductible; however, withdrawals—including earnings—
could be made tax free.

Finally, the President’s proposal would create a new type of tax-advantaged savings account known as
Lifetime Savings Accounts (LSAS). Like RSAs and existing Roth IRAs and Qualified 529 Tuition Plans,
contributions to LSAs would be made in after-tax dollars and withdrawals would be tax-free. LSAs could
be established by any individual and savings could be used for any purpose.

This proposal would actually increase government tax collections by $13.6 billion over the next five
years according to the administration’s estimates that assume current 401(k) and IRA account holders
would transfer savings from these accounts to the new RSAs, a taxable event.

New Tax Incentives

The President’s proposal contains 29 new tax incentives for specific activities. The most significant
would provide a deduction for long-term care insurance premiums. It would be an “above-the-line”
deduction, meaning that even taxpayers who do not itemize would benefit. This provision alone would
provide taxpayers with $6.6 billion in tax relief between fiscal years 2004 and 2008. Other significant
incentives include an above-the-line deduction for charitable contributions ($5.9 billion in tax relief over
five years), a provision to allow up to $500 in unused balances in a health flexible spending arrangement
to be carried forward to the next year ($3.3 billion over five years), a tax credit for developers of
affordable single-family housing ($2.5 billion over five years), and a tax credit for the purchase of certain
hybrid and fuel cell vehicles ($2.4 billion over five years).

The 29 new tax incentives included in the President’s budget would provide taxpayers with $37.6

Tax Foundation 11



Chapter 1: Summary and Analysis

billion in tax relief and increase outlays by $33.9 billion between fiscal years 2004 and 2008 according to
the Administration’s estimates.

Extension of Existing Provisions

The President’s budget includes extension of 21 tax laws that are currently set to expire over the next
ten years. Most significantly, the President is proposing permanent extension of the major components of
EGTRRA passed in 2001 and currently set to expire after 2010. This would include permanent extension
of the marginal individual income tax rate reductions, increased child credit, elimination of the marriage
penalty for most couples, and repeal of death and gift taxes. These extensions would provide taxpayers
with $5.8 billion in tax relief over the next five years, $502.2 billion in tax relief between fiscal years 2004
and 2013, and increase outlays by $20.8 billion over the next ten years.

The President’s budget also calls for permanent extension of the existing research and experimentation
tax credit, a move that would provide taxpayers with $22.9 billion in tax relief over the next five years.
The remaining extensions would provide $11.6 billion in tax relief.

Table 2: Federal Receipts by Source
Fiscal Years 1940 — 2008

($Billions)
Individual Corporate Social
Year Total Receipts Income Taxes Income Taxes Insurance Taxes Other
1940 $6.5 $0.9 $1.2 $1.8 $2.7
1941 8.7 1.3 2.1 1.9 3.3
1942 14.6 33 4.7 25 4.2
1943 24.0 6.5 9.6 3.0 4.9
1944 43.7 19.7 14.8 35 5.7
1945 $45.2 $18.4 $16.0 $35 $7.3
1946 39.3 16.1 11.9 3.1 8.2
1947 38.5 17.9 8.6 3.4 8.5
1948 41.6 19.3 9.7 3.8 8.8
1949 39.4 15.6 11.2 3.8 8.9
1950 $39.4 $15.8 $10.4 $4.3 $8.9
1951 51.6 21.6 14.1 5.7 10.2
1952 66.2 27.9 21.2 6.4 10.6
1953 69.6 29.8 21.2 6.8 11.7
1954 69.7 29.5 21.1 7.2 11.9
1955 $65.5 $28.7 $17.9 $79 $11.0
1956 74.6 322 20.9 9.3 12.2
1957 80.0 35.6 21.2 10.0 13.2
1958 79.6 34.7 20.1 11.2 13.6
1959 79.2 36.7 17.3 11.7 13.5
1960 $925 $40.7 $215 $14.7 $15.6
1961 94.4 41.3 21.0 16.4 15.7
1962 99.7 45.6 20.5 17.0 16.5
1963 106.6 47.6 21.6 19.8 17.6
1964 112.6 48.7 23.5 22.0 18.5
1965 $116.8 $48.8 $255 $22.2 $20.3
1966 130.8 55.4 30.1 25.5 19.8
1967 148.8 61.5 34.0 32.6 20.7
1968 153.0 68.7 28.7 33.9 21.7
1969 186.9 87.2 36.7 39.0 23.9
Continued
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Table 2: Federal Receipts by Source, Fiscal Years 1940 — 2008 (continued)

($Billions)
Individual Corporate Social
Year Total Receipts Income Taxes Income Taxes Insurance Taxes Other
1970 $192.8 $90.4 $32.8 $44.4 $25.2
1971 187.1 86.2 26.8 47.3 26.8
1972 207.3 94.7 32.2 52.6 27.8
1973 230.8 103.2 36.2 63.1 28.3
1974 263.2 119.0 38.6 75.1 30.6
1975 $279.1 $122.4 $40.6 $84.5 $315
1976 298.1 131.6 41.4 90.8 34.3
1977 355.6 157.6 54.9 106.5 36.6
1978 399.6 181.0 60.0 121.0 37.7
1979 463.3 217.8 65.7 138.9 40.8
1980 $517.1 $244.1 $64.6 $157.8 $50.6
1981 599.3 285.9 61.1 182.7 69.5
1982 617.8 297.7 49.2 201.5 69.3
1983 600.6 288.9 37.0 209.0 65.6
1984 666.5 298.4 56.9 239.4 71.8
1985 $734.1 $334.5 $61.3 $265.2 $73.1
1986 769.2 349.0 63.1 283.9 73.2
1987 854.4 392.6 83.9 303.3 74.6
1988 909.3 401.2 94.5 334.3 79.3
1989 991.2 445.7 103.3 359.4 82.8
1990 $1,032.0 $ 466.9 $935 $380.0 $915
1991 1,055.0 467.8 98.1 396.0 93.1
1992 1,091.3 476.0 100.3 413.7 101.4
1993 1,154.4 509.7 117.5 428.3 98.9
1994 1,258.6 543.1 140.4 461.5 113.7
1995 $1,351.8 $590.2 $157.0 $484.5 $120.1
1996 1,453.1 656.4 171.8 509.4 115.4
1997 1,579.3 737.5 182.3 539.4 120.2
1998 1,721.8 828.6 188.7 571.8 132.7
1999 1,827.5 879.5 184.7 611.8 151.5
2000 $2,025.2 $1,004.5 $207.3 $652.9 $ 160.5
2001 1,991.0 994.3 151.1 694.0 151.6
2002 1,853.2 858.3 148.0 700.8 146.0
2003e 1,836.2 849.1 143.2 726.6 117.4
2004e 1,922.0 849.9 169.1 764.5 138.5
2005e $2,135.2 $934.6 $229.3 $810.9 $160.4
2006e 2,263.2 1,014.1 233.8 845.8 169.5
2007e 2,398.1 1,103.4 237.8 883.6 173.4
2008e 2,520.9 1,175.3 243.7 922.2 179.7

The Budget in Perspective

It is important to put the current budget proposal into historical context. To do so, it is necessary to
translate current spending and revenue proposals into real terms either by adjusting for inflation or by
expressing the proposal in terms of the broader economy. Looking merely at the budget in nominal terms
that do not account for inflation or economic growth is misleading and inaccurate. Table 5 contains
information about the current budget in the context of the post-WWII era and the past three
administrations.

For example, the President’s budget proposes spending $390.4 billion on defense related activities in
FY 2004. This amounts to 17.5 percent of all spending and 3.5 percent of GDP. Some historical
comparisons put the size of defense spending in perspective:

e This level is roughly the same as defense spending was in 1996, which amounted to 17.0 percent of

all federal spending and 3.5 percent of GDP.

o Defense spending in 1987, the height of the Reagan build up, was 28.1 percent of all federal

spending and 6.1 percent of GDP.

e The President’s budget proposes a fiscal year 2004 budget deficit of $307.4 billion, which is 13.8

percent of all spending and 2.8 percent of GDP.

e This level is roughly the same as the deficit was in 1994, which amounted to 13.9 percent of all

spending and 2.9 percent of GDP.

o Deficit spending in 1983, the highest point during the Reagan administration, was 25.7 percent of
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all spending and 6.0 percent of GDP. More information and tables on the President’s budget
proposal can found on the Tax Foundation’s Special Report #120, at www.taxfoundation.org

14 Tax Foundation



CHAPTER 2

Overview of the Federal Budget

Total Outlays by Federal Entity

Fiscal Years 2002-2004

Percentage in

Federal Government Overview FY 2002 FY 2003 FY 2004 FY 2004
Net Outlays ($Millions) $ 2,010,975 $ 2,140,377 $ 2,229,425 100.0%
The Legislative Branch 3,218 3,961 4,336 0.2%
The Judicial Branch 4,823 5,419 5,663 0.3%
The Executive Branch
Dept. of Agriculture 68,731 72,773 74,124 3.3%
Dept. of Commerce 5,314 5,790 5,778 0.3%
Dept. of Defense-Military 331,951 358,155 370,707 16.6%
Dept. of Education 46,282 59,481 58,891 2.6%
Dept. of Energy 17,681 19,796 21,030 0.9%
Dept. of Health and Human Services 465,812 502,013 539,015 24.2%
Dept. of Homeland Security 17,476 28,155 27,942 1.3%
Dept. of Housing and Urban Development 31,885 37,987 36,486 1.6%
Dept. of the Interior 9,739 10,357 10,722 0.5%
Dept. of Justice 21,112 22,156 24,271 1.1%
Dept. of Labor 64,707 70,746 58,118 2.6%
Dept. of State 9,453 10,977 10,205 0.5%
Dept. of Transportation 56,104 52,280 53,680 2.4%
Dept. of Treasury 370,558 368,803 391,968 17.6%
Dept. of Veterans Affairs 50,884 56,946 61,889 2.8%
Corps of Engineers 4,797 4,146 4,117 0.2%
Other Defense Civil Programs 35,157 40,148 40,442 1.8%
Environmental Protection Agency 7,450 7,958 8,270 0.4%
Executive Office of the President 451 334 341 0.0%
General Services Administration (677) 424 (80) 0.0%
International Assistance 13,342 13,020 15,235 0.7%
National Aeronautics and Space
Administration 14,430 14,599 15,255 0.7%
National Science Foundation 4,188 4,853 5,092 0.2%
Office of Personnel Management 52,512 55,793 58,475 2.6%
Small Business Administration 493 1,553 770 0.0%
Social Security Administration 488,240 509,910 530,765 23.8%
Other Independent Agencies 18,287 12,771 12,735 0.6%
Allowances — (1,125) (527)
Undistributed Offsetting Receipts (55,230) (55,173) (74,120)

Note: Columns may not sum to totals due to rounding. FY 2003 figures are estimates. FY 2004 figures are administration requests.






CHAPTER 3

Overview of Federal Employment

Total Employment by Federal Entity

Fiscal Years 2002-2004

Percentage in

Federal Government Overview FY 2002 FY 2003 FY 2004 FY 2004
Total Employment (full-time equivalents, in thousands) 4,081.9 4,129.4 4,120.1 100.0%
The Legislative Branch 314 32.2 33.1 0.8%
The Judicial Branch 33.2 35.1 35.0 0.8 %
The Executive Branch
Dept. of Agriculture 97.0 99.2 98.0 2.4%
Dept. of Commerce 34.9 38.9 38.5 0.9%
Dept. of Defense-Military 2,064.2 2,035.2 2,026.6 49.2 %
Dept. of Education 45 4.6 4.6 0.1%
Dept. of Energy 15.8 16.3 16.1 0.4%
Dept. of Health and Human Services 59.0 61.0 60.9 1.5%
Dept. of Homeland Security 81.3 144.9 142.2 3.5%
Dept. of Housing and Urban Development 10.0 10.5 10.5 0.3%
Dept. of the Interior 70.3 70.0 70.3 1.7%
Dept. of Justice 97.3 106.0 112.0 2.7 %
Dept. of Labor 17.0 17.3 175 0.4%
Dept. of State 28.6 29.5 30.1 0.7%
Dept. of Transportation 61.2 59.2 60.0 1.5%
Dept. of Treasury 115.9 116.7 117.5 3.7%
Dept. of Veterans Affairs 208.9 209.0 214.0 29%
Corps of Engineers 25.0 24.8 24.8 0.6%
Other Defense Civil Programs NA NA NA
Environmental Protection Agency 175 17.6 17.9 0.4%
Executive Office of the President NA NA NA
General Services Administration 124 124 124 0.3%
International Development 2.3 24 2.5 0.1%
National Aeronautics and Space Administration 18.7 19.1 18.9 0.5%
National Science Foundation 1.2 1.3 1.3 0.0%
Office of Personnel Management 2.8 29 3.0 0.1%
Small Business Administration 4.0 3.9 3.9 0.1%
Social Security Administration 63.1 63.6 64.6 1.6%
Other 862.6 853.4 841.1 20.7%






CHAPTER 4

The Legislative Branch

Component Agencies and Major Program Areas by Budget Share
Fiscal Year 2004

Percentage in

Branch Overview FY 2002 FY 2003 FY 2004 FY 2004

Total Employment (full-time equivalents, in thousands) 314 32.2 33.1

Total Outlays ($Millions) $3,218 $3,961 $4,336 100%
Senate 584 700 713 16.4%
House of Representatives 971 1,089 1,174 27.1%
Joint Items 15 16 17 0.3%
Capitol Police 192 292 287 6.6%
Office of Compliance 5 2 3 0.1%
Congressional Budget Office 30 34 34 0.8%
Acrchitect of the Capitol 275 493 597 13.8%
Botanic Garden 7 9 11 0.3%
Library of Congress 600 703 790 18.2%
Government Printing Office 112 155 186 4.3%
General Accounting Office 422 436 470 10.8%
United States Tax Court 34 38 40 1.0%
Other Legislative Branch Agencies 30 32 57 1.3%
Deductions for Offsetting Receipts (38) 27) an (0.4%)
Interfund Transactions (21) (112) (16) (0.4%)

Note: Columns may not sum to totals due to rounding. FY 2003 figures are estimates. FY 2004 figures are administration requests.

United States Senate

These accounts finance all of the necessary activities of the United States Senate, including
members’ salaries, various offices, and other general expenses. The Senate is composed of 100
members, representing all fifty states in the Union with two senators per state. Top officials:

e President of the Senate: Vice President Richard Cheney

e President Pro Tempore: Sen. Ted Stevens

e Majority Leader: Sen. Bill Frist

e Minority Leader: Sen. Tom Daschle

More information concerning the United States Senate may be found at http://www.senate.gov

Federal Funds
General and Special Funds

Compensation of Members
This account pays the compensation to the 100 members of the Senate.
FY 02 Outlays: $ 19 million

FY 03 Outlays: 20
FY 04 Request: 20
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Salaries, Officers and Employees
This account pays the various salaries of other Senate officers and employees.

FY 02 Outlays: $ 96 million
FY 03 Outlays: 118
FY 04 Request: 123

Office of the Legislative Counsel of the Senate
This account pays the salaries and expenses of the Office of the Legislative Counsel of the Senate.

FY 02 Outlays: $ 4 million
FY 03 Outlays: 5
FY 04 Request: 5

Inquiries and Investigations
This account pays the expenses of inquiries and investigations ordered by the Senate or conducted to
Section 134(a) of Public Law 601.

FY 02 Outlays: $ 86 million
FY 03 Outlays: 107
FY 04 Request: 113

Miscellaneous Items
This account funds various miscellaneous items within the Senate.

FY 02 Outlays: $ 7 million
FY 03 Outlays: 18
FY 04 Request: 19

Senators’ Official Personnel and Office Expense Account
This account funds Senators’ official personnel and office expenses.

FY 02 Outlays: $ 271 million
FY 03 Outlays: 304
FY 04 Request: 310

Secretary of the Senate
This account funds the expenses of the Office of the Secretary of the Senate.

FY 02 Outlays: $ 4 million
FY 03 Outlays: 7
FY 04 Request: 2

Sergeant at Arms and Doorkeeper of the Senate
This account funds the expenses of the Sergeant at Arms and the Doorkeeper of the Senate.

FY 02 Outlays: $ 92 million
FY 03 Outlays: 117
FY 04 Request: 117

Congressional Use of Foreign Currency
This account pays the costs associated with congressional use of foreign currency.

FY 02 Outlays: $ 3 million

FY 03 Outlays: 2

FY 04 Request: 2
Senate Items

FY 02 Outlays: $ 2 million

FY 03 Outlays: 2

FY 04 Request: 2
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Public Enterprise Funds

United States House of Representatives

These accounts finance all of the necessary activities of the United States House of
Representatives, including members’ salaries, various offices, and other general expenses. The House
of Representatives is composed of 435 members, representing all fifty states in the Union. States with
larger populations receive more representatives in the House unlike the Senate. Top officials include:

e Speaker of the House Dennis Hastert

e Majority Leader Tom DeLay

e Majority Whip Roy Blunt

e Minority Whip Steny Hoyer

More information concerning the United States House of Representatives may be found at
http://www.house.gov

Federal Funds
General and Special Funds

Compensation of Members and Related Administrative Expenses
This account pays compensation to members of the House of Representatives and other related
administrative expenses.

FY 02 Outlays: $ 83 million
FY 03 Outlays: 83
FY 04 Request: 89

Salaries and Expenses
This account pays the salaries and expenses of the House of Representatives that are not otherwise
provided for.

FY 02 Outlays: $ 883 million
FY 03 Outlays: 1,000
FY 04 Request: 1,079

Congressional Use of Foreign Currency
This account pays the costs associated with congressional use of foreign currency.

FY 02 Outlays: $ 5 million
FY 03 Outlays: 6
FY 04 Request: 6

Joint Items

The accounts within this major program area fund certain expenses which are incurred jointly by
both the Senate and the House of Representatives.

Federal Funds
General and Special Funds

Capitol Guide Service and Special Services Office
This account pays the salaries and expenses of the Capitol Guide Service and Special Services Office.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 3
FY 04 Request: 3
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Joint Economic Committee
This account pays the salaries and expenses of the Joint Economic Committee.

FY 02 Outlays: $ 3 million
FY 03 Outlays: 4
FY 04 Request: 4

Joint Committee on Taxation
This account pays the salaries and expenses of the Joint Committee on Taxation.

FY 02 Outlays: $ 7 million
FY 03 Outlays: 7
FY 04 Request: 8

Office of the Attending Physician
This account pays the costs associated with operating the Office of the Attending Physician.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 2
FY 04 Request: 2

General Expenses, Capitol Police
This account pays the general expenses of the Capitol Police.

FY 02 Outlays: $ 47 million
FY 03 Outlays: 89
FY 04 Request: 68

Security Enhancements
This account funds the expenses for security enhancements to the Capitol comple, including the
buildings and grounds of the Library of Congress.

FY 02 Outlays: $ 9 million
FY 03 Outlays: 20
FY 04 Request: 3

Salaries, Capitol Police
This account pays the salaries of officers, members, and employees of the Capitol Police.

FY 02 Outlays: $ 136 million
FY 03 Outlays: 183
FY 04 Request: 216

Office of Compliance

The Office of Compliance was established in the Congressional Accountability Act of 1995 to
oversee the rights of employees in the legislative branch. It provides employees with an independent,
neutral dispute resolution process.

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses of the Office of Compliance.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 2
FY 04 Request: 3

Awards and Settlements

This account pays out sums that might be necessary for awards and settlements in the Office of Compliance.
Expenditures will cease in FY 2003.
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FY 02 Outlays: $ 3 million
FY 03 Outlays: —
FY 04 Request: —

Congressional Budget Office

The Congressional Budget Office (CBO) provides assistance to Congress in fulfilling its
responsibilities to ensure effective congressional control over the budgetary process; to determine
each year the appropriate level of Federal revenues and expenditures; and to establish national budget
priorities.

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses of the CBO.

FY 02 Outlays: $ 30 million
FY 03 Outlays: 34
FY 04 Request: 34

Architect of the Capitol

The Architect of the Capitol maintains and restores the United States Capitol, its grounds, and
nearby buildings in the District of Columbia. More information can be found at http://www.aoc.gov

Federal Funds
General and Special Funds

Capitol Buildings, Salaries, and Expenses
This account pays the costs associated with maintenance, general administration, and operation of the
U.S. Capitol as well as nearby buildings.

FY 02 Outlays: $ 82 million
FY 03 Outlays: 154
FY 04 Request: 219

Capitol Grounds
This account pays the costs associated with maintenance and operation of the grounds of the U.S. Capitol.

FY 02 Outlays: $ 13 million
FY 03 Outlays: 9
FY 04 Request: 6

Congressional Cemetery
This account provides a grant for the continuing care and maintenance of the historic Congressional
Cemetery. Expenditures will cease in FY 2003

FY 02 Outlays: $ 1 million
FY 03 Outlays: —
FY 04 Request: —

Senate Office Buildings
This account pays the costs associated with maintenance and operation of the U.S. Senate office
buildings.

FY 02 Outlays: $ 50 million
FY 03 Outlays: 59
FY 04 Request: 66

Tax Foundation 23



Chapter 4: Legislative Branch

House Office Buildings
This account pays the costs associated with maintenance and operation of the U.S. House office
buildings.

FY 02 Outlays: $ 49 million
FY 03 Outlays: 61
FY 04 Request: 55

Capitol Power Plant
This account pays the costs associated with maintenance and operation of the Capitol Power Plant. It also
funds lighting, heating, power, air conditioning, water, and sewer services for certain federal buildings.

FY 02 Outlays: $ 44 million
FY 03 Outlays: 96
FY 04 Request: 107

Library Buildings and Grounds, Structural and Mechanical Care
This account pays the costs associated with mechanical and structural maintenance and operation of the
Library of Congress buildings and grounds.

FY 02 Outlays: $ 18 million
FY 03 Outlays: 36
FY 04 Request: 49

Capitol Visitor Center
This account will fund the expenses associated with the planning, engineering, design and construction of
a new visitor center for the capitol. Expenditures will cease in FY2004.

FY 02 Outlays: $ 24 million
FY 03 Outlays: 84
FY 04 Request: 99

Intra-governmental Funds

Judiciary Office Building Development and Operations Fund

The Judiciary Office Building Development Act (Public Law 100-480) authorizes the Architect of the
Capitol to build an office building which will be leased to the Judicial Branch of the federal government.
The account funds the design and construction of this building.

FY 02 Outlays: $ 23 million
FY 03 Outlays: 23
FY 04 Request: 23

Trust Funds

Gifts and Donations
This account records expenditures made from funds received as gifts and bequests to the Architect of the
Capitol.

FY 02 Outlays: —
FY 03 Outlays: —
FY 04 Request: —

Botanic Garden

The United States Botanic Garden is open to the public. The Architect of the Capitol is authorized
to construct and solicit gifts on behalf of the National Botanic Garden. It displays plants from around
the world.
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Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the costs associated with maintenance and operation of the Botanic Garden.

FY 02 Outlays: $ 7 million
FY 03 Outlays: 7
FY 04 Request: 9

Trust Funds

Gifts and Donations
This account records expenditures made from funds received as gifts and bequests to the U.S. Botanic
Garden.

FY 02 Outlays: —
FY 03 Outlays: $ 2 million
FY 04 Request: 2

Library of Congress

The Library of Congress is the national library of the United States and is housed within three
buildings in the District. The main goal of the Library is acquisition and maintaining the world’s
largest collections of novels, journals, and other items. More information can be found at
http://www.loc.gov

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses of the Library of Congress that are not otherwise provided
for.

FY 02 Outlays: $ 339 million
FY 03 Outlays: 352
FY 04 Request: 381

Copyright Office: Salaries and Expenses
This account pays the (net) salaries and expenses of the Copyright Office. The Copyright Office is
responsible for the registration of copyright claims and the dissemination of copyright information.

FY 02 Outlays: $ 14 million
FY 03 Outlays: 12
FY 04 Request: 16

Congressional Research Service: Salaries and Expenses
This account pays the salaries and expenses of the Congressional Research Service. The Congressional
Research Service provides research, analysis, and information for members of Congress.

FY 02 Outlays: $ 80 million
FY 03 Outlays: 85
FY 04 Request: 93

Books for the Blind and Physically Handicapped: Salaries and Expenses
This account pays the salaries and expenses associated with the Library of Congress’s program to provide
reading material for the blind and physically handicapped.

FY 02 Outlays: $ 49 million
FY 03 Outlays: 41
FY 04 Request: 43
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Furniture and Furnishings
This account funds the purchase and repair of library furniture, furnishings, and equipment.

FY 02 Outlays: $ 5 million
FY 03 Outlays: 3
FY 04 Request: 3

Payments to Copyright Owners
Payments from users of copyrighted material are disbursed to copyright owners through this account after
administrative costs of the Copyright Office Licensing Division have been deducted.

FY 02 Outlays: $ 116 million
FY 03 Outlays: 228
FY 04 Request: 264

Public Enterprise Funds

Cooperative Acquisitions Program Revolving Fund
This account funds the acquisition of foreign research materials through the Library of Congress’s
overseas offices.

FY 02 Outlays: $ (1) million
FY 03 Outlays: 1)
FY 04 Request: 1)

Duplication Services

This account provides funds for the preservation services for the Library’s audio-visual collections and
duplication services for the general public. It also makes available copies of films, paper prints, and video
tapes of the Library’s collections for the general public.

FY 02 Outlays: —
FY 03 Outlays: $ (1) million
FY 04 Request: 1)

Gift Shop, Decimal Classification, Photo Duplication, and Related Services
This account supports for the Library’s retail marketing sales shop activities; for providing Dewey
Decimal Classification editorial services; for providing microfilming services; and other related services.

FY 02 Outlays: $ (2) million
FY 03 Outlays: 2)
FY 04 Request: 1)

Trust Funds

Fedlink Program and Federal Research Program
This account provides support to federal libraries through cost effective training, procurement of books,
serials, and computer-based information retrieval services, and for providing customized research services to
federal agencies.
FY 02 Outlays: $ (10) million

FY 03 Outlays: a7
FY 04 Request:(7)

Gift and Trust Funds Accounts
This account records expenditures made from funds received as gifts to the Library of Congress or which
resulted from the sale of Library of Congress publications, interest on Library of Congress Funds, etc.

FY 02 Outlays: $ 21 million
FY 03 Outlays: 17
FY 04 Request: 15
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Government Printing Office

The Government Printing Office (GPO) is a printing establishment operated for and by the Federal
government. The GPO is also for binding needs for Congress and the Architect of the Capitol. More
information can be found at http://www.gpo.gov

Federal Funds
General and Special Funds

Congressional Printing and Binding
This account pays the cost of printing and binding Congressional and other federal publications.

FY 02 Outlays: $ 75 million
FY 03 Outlays: 85
FY 04 Request: 98

Office of the Superintendent of Documents: Salaries and Expenses

This account pays the salaries and expenses of the Office of the Superintendent of Documents. The Office
of the Superintendent of Documents is responsible for the distribution and index compilations of federal
publications.

FY 02 Outlays: $ 28 million
FY 03 Outlays: 30
FY 04 Request: 33

Intra-governmental Funds

Government Printing Office Revolving Fund
This account funds the operations of the GPO.

FY 02 Outlays: $ 9 million
FY 03 Outlays: 40
FY 04 Request: 55

General Accounting Office

The General Accounting Office’s (GAQ) mission is to improve government operations by
providing timely and reliable information and advice to Congress, determining the legality of public
expenditures, and providing guidance on financial management matters. More information can be
found at http://www.gao.gov

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses of the General Accounting Office.

FY 02 Outlays: $ 422 million
FY 03 Outlays: 436
FY 04 Request: 470

United States Tax Court

The United States Tax Court tries and adjudicates disputes involving federal taxes. It was created
under Article | of the Constitution and is made up of one Chief Judge and eighteen judges. These
judges are appointed by the president for terms of fifteen years. More information can be found at
http://www.ustaxcourt.gov
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Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses of the United States Tax Court.

FY 02 Outlays: $ 33 million
FY 03 Outlays: 37
FY 04 Request: 39

Trust Funds

Tax Court Judges Survivors Annuity Fund
This fund pays sums to the eligible spouses and dependents of the United States Tax Court.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 1
FY 04 Request: 1

Other Legislative Branch Agencies

Federal Funds
General and Special Funds

Medicare Payment Advisory Commission
This account pays the salaries and expenses of the Medicare Payment Advisory Commission. The
commission advises Congress on payment and other policy issues affecting Medicare.

FY 02 Outlays: —
FY 03 Outlays: —
FY 04 Request: —

Census Monitoring Board
This account funds the salaries and expenses of the Census Monitoring Board. The Board is charged with
observing and monitoring all aspects of the preparation and implementation of the 2000 decennial census.

FY 02 Outlays: $ 1 million
FY 03 Outlays: —
FY 04 Request: —

United States Commission on International Religious Freedom
This account funds the salaries and expenses of the Commission on International Religious Freedom. The
Commission will review and report the facts and circumstances of violations of religious freedom.

FY 02 Outlays: $ 3 million
FY 03 Outlays: 4
FY 04 Request: 3

Other Legislative Branch Boards and Commissions

This account funds the salaries and expenses of other commissions which include the: Oliver Wendell
Holmes Devise Fund, Commission on Security and Cooperation in Europe, Dwight D. Eisenhower
Memorial Commission, Trade Deficit Review Commission, International Conference and Contingencies,
Copyright Royalty Tribunal, and the Commission on the Advancement of Federal Law Enforcement.

FY 02 Outlays: $ 5 million
FY 03 Outlays: 6
FY 04 Request: 7

Payment to Russian Leadership Development Center trust fund:
This account is a payment to the Russian Leadership Development Center Trust Fund for financing
activities of the Center for Russian Leadership Development. The Center for Russian Leadership
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Development supports the identification of young, emerging political leaders in the Russian Federation and
the development of an intensive program in the U.S. to introduce up to 3,000 participants, each year, to
principles of democracy and market economy.

FY 02 Outlays: $ 8 million
FY 03 Outlays: 10
FY 04 Request: 15

Trust Funds

Gifts and Donations, Millennial Housing Commission

This account funds the activities of the Millennial Housing Commission established to study the
importance of housing to the infrastructure of the Unites States, methods for increasing the role of the
private sector in providing affordable housing, and to determine whether or not existing housing programs
work with one another.

FY 02 Outlays: $ 2 million
FY 03 Outlays: —
FY 04 Request: —

U.S. Capitol Preservation Commission
This account funds the salaries and expenses of the U.S. Capitol Preservation Commission.

FY 02 Outlays: $ 1 million
FY 03 Outlays: —
FY 04 Request: 17

John C. Stennis Center for Public Service Training and Development
This account funds the operation of the John C. Stennis Center for Public Service Training and
Development.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 2
FY 04 Request: 2

Russian Leadership Development Center trust fund:
This account is a payment to the Russian Leadership Development Center Trust Fund for financing
activities of the Center for Russian Leadership Development.

FY 02 Outlays: $ 9 million
FY 03 Outlays: 10
FY 04 Request: 13
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The Judicial Branch

Component Agencies and Major Program Areas by Budget Share
Fiscal Years 2002-2004

Percentage in

Branch Overview FY 2002 FY 2003 FY 2004 FY 2004

Total Employment (full-time equivalents, in thousands) 33.2 35.1 35.0

Total Outlays ($Millions) $4,823 $5,419 $ 5,663
Supreme Court of the United States 39 45 56 1.0%
United States Court of Appeals for the Federal Circuit 18 21 22 0.4%
United States Court of International Trade 13 14 14 0.2%
Courts of Appeal, District Courts, and other
Judicial Services 4,886 5,447 5,677 100.2%
Administrative Office of the United States Courts 64 66 71 1.3%
Federal Judicial Center 20 24 23 0.4%
Judicial Retirement Funds 73 74 71 1.3%
United States Sentencing Commission 11 13 13 0.2%
Deductions for Offsetting Receipts (271) (279) (321) (5.7%)
Interfund Transactions (37) (36) (30) (0.7%)

Note: Columns may not sum to totals due to rounding. FY 2003 figures are estimates. FY 2004 figures are administration requests.

Supreme Court of the United States

The Supreme Court of the United States is the highest court of our country and stands at the apex
of the judicial branch of our constitutional form of government. It is the only constitutionally
indispensable court in the Federal court system of the United States. Nine justices preside over the
Supreme Court. More information may be found at http://www.supremecourtus.gov

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the salaries and expenses of the Supreme Court of the United States that are not
otherwise provided for.

FY 02 Outlays: $ 39 million
FY 03 Outlays: 45
FY 04 Request: 56

Care of the Buildings and Grounds
This account provides funds for the care of the Supreme Court building and its grounds. This task is
performed by the Architect of the Capitol.
FY 02 Outlays: $ 7 million

FY 03 Outlays: 30
FY 04 Request: 67
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United States Court of Appeals for the Federal Circuit

The United States Court of Appeals for the Federal Circuit has nationwide appellate jurisdiction for
certain types of cases. It also reviews the administrative rulings of certain federal entities. More
information can be found at www.fedcir.gov

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the salaries and expenses of the United States Court of Appeals for the Federal
Circuit.

FY 02 Outlays: $ 18 million
FY 03 Outlays: 21
FY 04 Request: 22

United States Court of International Trade

The United States Court of International Trade has original and exclusive jurisdiction of civil
actions against the United States, its agencies and officers, and certain civil actions brought by the
United States, arising out of import transactions and Federal statutes affecting international trade.

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the salaries and expenses of the United States Court of International Trade.

FY 02 Outlays: $ 13 million
FY 03 Outlays: 14
FY 04 Request: 14

Courts of Appeals, District Courts, and Other Judicial Services

The United States Courts of Appeals are intermediate appellate courts which hear appeals in cases
originally decided by federal trial courts. United States District Courts are trial courts of general
federal jurisdiction. Other judicial services include the costs incurred by Bankruptcy Courts,
probation and pretrial services, fees of jurors and commissioners, and other legal operations.

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the salaries and expenses of the aforementioned federal judicial activities that are not
otherwise provided for.

FY 02 Outlays: $ 3,617 million
FY 03 Outlays: 4,002
FY 04 Request: 4,176
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Defender Services
This account funds the provision of legal counsel to individuals who are unable to afford such
representation in certain federal judicial matters.

FY 02 Outlays: $ 481 million
FY 03 Outlays: 620
FY 04 Request: 626

Fees of Jurors and Commissioners
This account funds the costs associated with jurors and compensates land commissioners in condemnation
cases.

FY 02 Outlays: $ 52 million
FY 03 Outlays: 58
FY 04 Request: 53

Court Security
This account provides for security and protective services at U.S. courts and adjacent areas.

FY 02 Outlays: $ 224 million

FY 03 Outlays: 293

FY 04 Request: 307
Judiciary Filing Fees

FY 02 Outlays: $ 214 million

FY 03 Outlays: 189

FY 04 Request: 214

Registry Administration
This account records expenditures made from funds received by the Judiciary for administering accounts
in the courts’ registry.

FY 02 Outlays: $ 5 million
FY 03 Outlays: 3
FY 04 Request: 3

Judiciary Information Technology Fund
This account funds the expansion, management, and use of automation within the federal judiciary. It
receives funding from various sources including other federal accounts.

FY 02 Outlays: $ 293 million
FY 03 Outlays: 282
FY 04 Request: 298

Administrative Office of the United States Courts

The Administrative Office of the United States Courts conducts non-judicial, administrative
activities of the United States Courts. The main object of this office is to provide staff and services to
the courts of the United States.

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the salaries and expenses of the Administrative Office of the United States Courts.

FY 02 Outlays: $ 64 million
FY 03 Outlays: 66
FY 04 Request: 71
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Federal Judicial Center

The Federal Judicial Center is charged with developing and improving judicial administration in
federal courts.

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the salaries and expenses of the Federal Judicial Center that are not otherwise
provided for.

FY 02 Outlays: $ 19 million
FY 03 Outlays: 23
FY 04 Request: 22

Trust Funds

Gifts and Donations, Federal Judicial Center Foundation
The Federal Judicial Center Foundation accepts gifts and donations which are given to aid and facilitate
the work of the Federal Judicial Center. This account records expenditures made from such funds.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 1
FY 04 Request: 1

Judicial Retirement Funds

Several retirement funds exist for members of the Judiciary and their surviving widows and
dependent children.

Federal Funds
General and Special Funds

Payment to Judiciary Trust Funds
This account funds the Federal payment to the various retirement funds mentioned below.

FY 02 Outlays: $ 37 million
FY 03 Outlays: 35
FY 04 Request: 29

Trust Funds

Judicial Officers’ Retirement Fund
This account records expenditures made from the Judicial Officers’ Retirement Fund. This fund provides
retirement annuities to bankruptcy judges and magistrate judges.

FY 02 Outlays: $ 20 million
FY 03 Outlays: 23
FY 04 Request: 25

Judicial Survivors’ Annuities Fund
This account records expenditures made from the Judicial Survivors Annuities Fund. This fund will
provide an annuity to the surviving widows and dependent children of participating judicial employees.

FY 02 Outlays: $ 14 million
FY 03 Outlays: 14
FY 04 Request: 15

United States Court of Federal Claims Judges’ Retirement Fund
This account records expenditures made from the United States Court of Federal Claims Judges’
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Retirement Fund. This fund provides annuities to United States Court of Federal Claims judges.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 2
FY 04 Request: 2

United States Sentencing Commission

The United States Sentencing Commission develops the sentencing guidelines that are used in the
United States district courts and other sentencing policies and practices that are used in the federal
criminal justice system. The commission also conducts research on the effectiveness of penal
practices. More information is at www.ussc.gov

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the salaries and expenses of the Commission.

FY 02 Outlays: $ 11 million
FY 03 Outlays: 13
FY 04 Request: 13
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CHAPTER 6

Department of Agriculture

Secretary Ann M. Veneman

Deputy Secretary Gilbert G. Gonzalez, Jr.

Component Agencies and Major Program Areas by Budget Share

Fiscal Years 2002-2004

Percentage in

Department Overview FY 2002 FY 2003 FY 2004 FY 2004

Total Employment (full-time equivalents, in thousands) 97.0 99.2 98.0

Total Outlays ($Millions) $ 68,731 $72,773 $74,124
Office of the Secretary 38 79 35 0.1%
Executive Operations 58 238 272 0.4%
Departmental Administrations 243 247 261 0.4%
Office of Communications 9 9 10 0.0%
Office of the Inspector General 72 76 81 0.1%
Office of the General Counsel 33 36 37 0.1%
Economic Research Service 70 72 77 0.1%
National Agricultural Statistics Service 115 131 136 0.2%
Agricultural Research Service 1017 1,093 1,085 1.5%
Cooperative State Research, Education, and

Extension Service 1,029 1,063 1,071 1.5%

Animal and Plant Health Inspection Service 752 1,098 830 1.1%
Food Safety and Inspection Service 717 756 678 0.9%
Grain Inspection, Packers and Stockyards Administration 33 12 13 0.0%
Agricultural Marketing Service 1,105 1,354 1,056 1.4%
Risk Management Agency 3,030 3,199 2,779 3.7%
Farm Service Agency 17,517 17,114 16,073 21.7%
Natural Resources Conservation Service 1,280 1,969 2,519 3.4%
Rural Development 968 833 771 1.0%
Rural Housing Service 288 202 254 0.3%
Rural Business—Cooperative Service 54 99 147 0.2%
Rural Utilities Service (1,766) (1,491) (1,358) (1.8%)
Foreign Agricultural Service 811 841 1,007 1.4%
Food and Nutrition Service 37,096 41,661 42,147 56.9%
Forest Service 5,435 4,876 4,746 6.4%
Deductions for Offsetting Receipts (1,271) (2,792) (593) (0.8%)
Interfund Transactions 3) ?3) ?3) 0.0%

Note: Columns may not sum to totals due to rounding. FY 2003 figures are estimates. FY 2004 figures are administration requests.

Office of the Secretary

The Office of the Secretary is responsible for overall management of the Department of

Agriculture. The office also includes all Under Secretaries and Assistants who provide guidance to

the Office. Top officials include:
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Federal Funds
General and Special Funds

Office of the Secretary
This account funds the salaries and expenses of the Secretary.
FY 02 Outlays: $ 27 million
FY 03 Outlays: 70
FY 04 Request:

25
Fund for Rural America

The Federal Agriculture Improvement and Reform Act of 1996 established the Fund to provide support to

rural communities across the United States. The Act specifies that one-third of the funds be allocated toward
rural development and no more than two-thirds to research.

FY 02 Outlays: $ 11 million
FY 03 Outlays: 9
FY 04 Request:

10

Trust Funds
Gifts and Bequests

This account records expenditures made from funds received as gifts and bequests to the Department of
Agriculture.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 1
FY 04 Request:

1

Executive Operations

Executive Operations provide support for USDA policy officials and selected services.
Federal Funds

General and Special Funds

Executive Operations

This account funds the activities of Executive Operations that are not otherwise provided for.

FY 02 Outlays: $ 27 million
FY 03 Outlays: 35
FY 04 Request: 37

Chief Financial Officer

The Chief Financial Officer is both the chief financial management policy officer and the chief financial
management advisor to the Secretary of Agriculture and mission area heads. The Chief Financial Officer has
an office to assist him or her in carrying out these tasks. This account funds the operation of the office.

FY 02 Outlays: $ 7 million
FY 03 Outlays: 8
FY 04 Request: 8

Office of the Chief Information Officer

The Clinger-Cohen Act of 1996 established the Chief Information Officer in order to provide policy
guidance, leadership, coordination and direction to the Department’s information management and
information technology.

FY 02 Outlays: $ 11 million
FY 03 Outlays: 31
FY 04 Request:

31
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Common Computing Environment

The Department of Agriculture Reorganization Act of 1994 requires the Secretary of Agriculture to
procure and use computer systems in a manner that enhances efficiency, productivity, and client services,
and that promotes computer information sharing among agencies of the Department.

FY 02 Outlays: $ 56 million
FY 03 Outlays: 144
FY 04 Request: 196

Intra-governmental Funds

Working Capital Fund
This fund finances the procurement of certain services that are most efficiently acquired on a department-
wide basis, such as visual information services, personnel services, and accounting systems.

FY 02 Outlays: $ (43) million
FY 03 Outlays: 2
FY 04 Request: —

Departmental Administration

Departmental Administration is comprised of activities that provide staff support to top policy
officials and overall direction and coordination of the Department. The Departmental Administration
is also responsible for representing USDA in development of government-wide policies and
initiatives.

Federal Funds
General and Special Funds

Departmental Administration
This account funds departmental administration activities that are not otherwise provided for.

FY 02 Outlays: $ 40 million
FY 03 Outlays: 40
FY 04 Request: 44

Hazardous Waste Management
This account funds the Department’s compliance with environmental legislation.

FY 02 Outlays: $ 18 million
FY 03 Outlays: 18
FY 04 Request: 18

Agriculture Buildings and Facilities and Rental Payments
This account funds payment of rental and related service charges to the General Services Administration.

FY 02 Outlays: $ 185 million
FY 03 Outlays: 189
FY 04 Request: 199
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Office of Communications

The Office of Communications oversees the dissemination of information to the public and the
media and coordinates Department information programs.

Federal Funds
General and Special Funds

Office of Communications
This account funds the activities of the Office of Communications.

FY 02 Outlays: $ 9 million
FY 03 Outlays: 9
FY 04 Request: 10

Office of the Inspector General
The Office of the Inspector General conducts audits and investigations of the department.

Federal Funds
General and Special Funds

Office of the Inspector General
This account funds the activities of the Office of the Inspector General.

FY 02 Outlays: $ 72 million
FY 03 Outlays: 76
FY 04 Request: 81

Office of the General Counsel

The Office of the General Counsel provides all legal advice, counsel and services to the
department.

Federal Funds
General and Special Funds

Office of the General Counsel
This account funds the activities of the Office of the General Counsel.

FY 02 Outlays: $ 33 million
FY 03 Outlays: 36
FY 04 Request: 37

Economic Research Service

The Economic Research Service provides the public, policy makers, and the Department with
economic and other social science information. Provides economic and other social science research
for public and private decisions on agriculture, food, natural resources, and rural America.
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Federal Funds
General and Special Funds

Economic Research Service
This account funds Economic Research Service activities that are not otherwise provided for.

FY 02 Outlays: $ 70 million
FY 03 Outlays: 72
FY 04 Request: 77

National Agricultural Statistics Service

For necessary expenses in conducting statistical reporting including crop and livestock estimates,
marketing surveys and the Census of Agriculture.

Federal Funds
General and Special Funds

National Agricultural Statistics Service
This account funds the activities of the National Agricultural Statistics Service that are not otherwise
provided for.

FY 02 Outlays: $ 115 million
FY 03 Outlays: 131
FY 04 Request: 136

Agricultural Research Service

The Agriculture Research Service administers fundamental and applied agricultural research
programs.

Federal Funds
General and Special Funds

Salaries and Expenses
This account funds the activities of Agricultural Research Service.

FY 02 Outlays: $ 955 million
FY 03 Outlays: 1,014
FY 04 Request: 985

Buildings and Facilities
This account funds the acquisition of land, construction, repair, and procurement of fixed equipment or
facilities of the Agricultural Research service.

FY 02 Outlays: $ 42 million
FY 03 Outlays: 59
FY 04 Request: 78

Trust Funds

Miscellaneous Contributed Funds
This account records expenditures made from funds received from local organizations, individuals and
others to fund the activities of the Agricultural Research Service.

FY 02 Outlays: $ 20 million
FY 03 Outlays: 20
FY 04 Request: 22
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Cooperative State Research, Education, and Extension Service

The Department of Agriculture is involved in an integrated national system of agricultural research
and education through its Cooperative State Research, Education, and Extension Service. This system
includes state research agencies, land-grant colleges and universities, and county staff.

Federal Funds
General and Special Funds

Integrated Activities
The multi-functional research, extension, and education programs funded by this account through grants
would address national and regional agricultural issues.

FY 02 Outlays: $ 19 million
FY 03 Outlays: 31
FY 04 Request: 42

Initiative for Future Agriculture and Food Systems
This program funds high priority agricultural research, extension, and education.

FY 02 Outlays: $ 39 million
FY 03 Outlays: 41
FY 04 Request: 45

Research and Education Activities
This account funds cooperative state research and education activities.

FY 02 Outlays: $ 515 million
FY 03 Outlays: 544
FY 04 Request: 528

Buildings and Facilities
This account funds the grants to states and others for the acquisition of land, construction, maintenance,
and improvement of facilities used in carrying out agricultural research, extension, and teaching programs.

FY 02 Outlays: $ 24 million
FY 03 Outlays: 4
FY 04 Request: 4

Extension Activities
A national network, pledged to meet the country’s needs for research-based educational programs.

FY 02 Outlays: $ 432 million
FY 03 Outlays: 440
FY 04 Request: 448

Animal and Plant Health Inspection Service

The Animal and Plant Health Inspection Service protects the nation’s animal and plant resources
from pests and diseases.

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses associated with operating the Animal and Plant Health
Inspection Service.

FY 02 Outlays: $ 737 million
FY 03 Outlays: 1,068
FY 04 Request: 808
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Buildings and Facilities
This account funds construction, maintenance, and improvement of facilities used by the Animal and
Plant Health Inspection Service.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 18
FY 04 Request: 9

Trust Funds

Miscellaneous Trust Funds
This account records expenditures made from funds received from importers, states, individuals, and
others to fund the activities of the Animal and Plant Health Inspection Service.

FY 02 Outlays: $ 13 million
FY 03 Outlays: 12
FY 04 Request: 13

Food Safety and Inspection Service

The Food Safety and Inspection Service is charged with assuring that the poultry and meat products
moved interstate are safe for human consumption and accurately labeled.

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays for the salaries and expenses associated with operating the Food Safety and Inspection

Service.

FY 02 Outlays: $ 712 million
FY 03 Outlays: 753
FY 04 Request: 675

Trust Funds

Expenses and Refunds, Inspection and Grading of Farm Products

FY 02 Outlays: $ 5 million
FY 03 Outlays: 3
FY 04 Request: 3

Grain Inspection, Packers, and Stockyards Administration

The Grain Inspection, Packers, and Stockyards Administration (GIPSA) mandates standards for
grain and administers federal economic regulation of the livestock, meat, and poultry industries.

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses associated with operating the GIPSA.

FY 02 Outlays: $ 33 million
FY 03 Outlays: 12
FY 04 Request: 13
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Public Enterprise Funds

Inspection and Weighing Services
A uniform system of weighing and inspecting grain is provided by the GIPSA. This account funds the
system.

FY 02 Outlays: —
FY 03 Outlays: —
FY 04 Request: —

Agricultural Marketing Service

The Agricultural Marketing Service provides a variety of marketing services to producers and handlers of
agricultural commodities.

Federal Funds
General and Special Funds

Marketing Services
This account pays the costs associated with providing marketing services.

FY 02 Outlays: $ 75 million
FY 03 Outlays: 61
FY 04 Request: 80

Payments to States and Possessions
The Department makes matching grants to states and possessions to carry out marketing activities. This
account funds such grants.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 1
FY 04 Request: 1

Perishable Agricultural Commodities Act Fund
Funds in this account are used to license, monitor, and regulate businesses involved in interstate and
foreign trade of fresh or frozen fruits and vegetables.

FY 02 Outlays: —
FY 03 Outlays: $ 8 million
FY 04 Request: 8

Funds for Strengthening Markets, Income and Supply
Funds in this account are used to expand outlets for various commodities.

FY 02 Outlays: $ 914 million
FY 03 Outlays: 1,169
FY 04 Request: 847

Trust Funds

Expenses and Refunds, Inspection and Grading of Farm Products
The Department of Agriculture offers numerous grading, examination, and certification services. This
account records expenditures made from funds received from conducting such services.

FY 02 Outlays: $ 116 million
FY 03 Outlays: 115
FY 04 Request: 120
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Milk Market Orders Assessment Fund

Under certain conditions, the Secretary of Agriculture is authorized to establish the minimum price that
handlers or distributors of milk are required to pay producers. Expenses of this program are partly financed
through assessments on handlers and producers. This account records expenditures made from such funds.

FY 02 Outlays: $ (1) million
FY 03 Outlays: —
FY 04 Request: —

Risk Management Agency
The Risk Management Agency (RMA) provides crop insurance for farmers.

Federal Funds
General and Special Funds

Administrative and Operating Expenses
This account pays the administrative and operating expenses of the Risk Management Agency.

FY 02 Outlays: $ 84 million
FY 03 Outlays: 73
FY 04 Request: 76

Public Enterprise Funds

Federal Crop Insurance Corporation Fund
The Federal Crop Insurance Corporation, which is fully owned by the federal government, provides
insurance protection for losses from natural causes. The fund provides working capital for the corporation.

FY 02 Outlays: $ 2,946 million
FY 03 Outlays: 3,126
FY 04 Request: 2,703

Farm Service Agency

The Farm Service Agency was established by the Federal Crop Insurance Reform and Department
of Agriculture Reorganization Act of 1994. It administers commaodity price support and production
adjustment programs, conservation programs, crop insurance, and loan programs.

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses of the activities of the Farm Service Agency.

FY 02 Outlays: $ 909 million
FY 03 Outlays: 1,057
FY 04 Request: 1,073

State Mediation Grants
This account funds grants which are made to states that have an agricultural loan mediation program.

FY 02 Outlays: $ 3 million
FY 03 Outlays: 3
FY 04 Request: 3

Tree Assistance Program
This program was funded by the 1997 Emergency Supplemental Appropriations Act. The program
provides cost-share payments to orchard and vineyard growers who replant or rehabilitate orchard trees or
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vineyards lost to damaging weather.

FY 02 Outlays: —
FY 03 Outlays: $ 2 million
FY 04 Request: 2

Conservation Reserve Program
The Conservation Reserve Program assists farmers in the control of soil erosion.

FY 02 Outlays: $ 2 million
FY 03 Outlays: —
FY 04 Request: —

Agricultural Conservation Program
The Agricultural Conservation Program aids farmers in conservation soil and water resources.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 2
FY 04 Request: 2

Emergency Conservation Program
This account funds Department of Agriculture responses to natural disasters that severely damage
farmlands and rangelands.

FY 02 Outlays: $ 32 million
FY 03 Outlays: 79
FY 04 Request: 45

Public Enterprise Funds

Commodity Credit Corporation Fund
The Commaodity Credit Corporation is charged with stabilizing, supporting, and protecting farm income
and prices. This account funds activities of the program that are not otherwise provided for.

FY 02 Outlays: $ 15,914 million
FY 03 Outlays: 15,747
FY 04 Request: 15,360

Credit Accounts

Agricultural Credit Insurance Fund Program Account

This account records the subsidy costs associated with the direct loans obligated and loan guarantees
committed to by this program for 1992 and beyond. These costs are calculated using present value analysis.
It also records the administrative costs of the program. These costs are estimated on a cash basis.

FY 02 Outlays: $ 1,744 million
FY 03 Outlays: 647
FY 04 Request: 510

Agricultural Credit Insurance Fund Liquidating Account

This account records all cash flows to and from the federal government which result from direct loans
obligated and loan guarantees committed to by this program prior to 1992. This account uses a cash flow
system of accounting.

FY 02 Outlays: $ (850) million
FY 03 Outlays: (800)
FY 04 Request: (767)
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Commodity Credit Corporation Export Loans Program Account

This account records the subsidy costs associated with the loan guarantees committed to by this program
for 1992 and beyond. These costs are calculated using present value analysis. It also records the
administrative costs of the program. These costs are estimated on a cash basis.

FY 02 Outlays: $ 261 million
FY 03 Outlays: 851
FY 04 Request: 293

Commodity Credit Corporation Guaranteed Loans Liquidating Account
This account records all cash flows to and from the federal government which result from loan guarantees
committed to by this program prior to 1992. This account uses a cash flow system of accounting.

FY 02 Outlays: $ (501) million
FY 03 Outlays: (478)
FY 04 Request: (449)

Farm Storage Facility Loan Program Account
This account records all cash flows to and from the Federal Government which result from loan
guarantees committed to by this program prior to 1992. This account uses a cash flow system of accounting.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 2
FY 04 Request: 1

Apple Loans Program Account

The Agricultural Risk Protection Act of 2000 authorized up to $5 million for the cost to provide loans to
producers of apples for economic losses as the result of low prices for apples. This account records all cash
flows to and from the Federal Government which result from loan guarantees committed to by this program
prior to 1992. This account uses a cash flow system of accounting.

FY 02 Outlays: —
FY 03 Outlays: $ 1 million
FY 04 Request: —

Emergency Boll Weevil Loan Program Account

The Agricultural Risk Protection Act of 2000 authorized funding to make an interest-free loan to the
Texas Boll Weevil Eradication Foundation, Inc., to retire certain debt associated with boll weevil eradication
programs. This account records all cash flows to and from the Federal Government which result from loan
guarantees committed to by this program prior to 1992. This account uses a cash flow system of accounting.

FY 02 Outlays: —
FY 03 Outlays: $ 1 million
FY 04 Request: —

Natural Resources Conservation Service

The Natural Resources Conservation Service (NRCS) administers numerous programs aimed at
conserving soil and water, controlling agricultural pollution, and improving the environment.

Federal Funds
General and Special Funds

Conservation Operations
The NRCS provides landowners and operators throughout 2,955 conservation districts with technical
assistance to carry out soil and conservation programs. This account funds these efforts.

FY 02 Outlays: $ 800 million
FY 03 Outlays: 760
FY 04 Request: 723
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Farm Bill Technical Assistance
The Farm Bill Technical Assistance account funds all of the technical assistance costs of certain
conservation programs authorized by the Farm Security and Rural Investment Act.

FY 02 Outlays: —
FY 03 Outlays: $ 293 million
FY 04 Request: 413

Farm Security and Rural Investment Program
The Farm Security and Rural Investment Act of 2002 reauthorizes a number of USDA’s conservation
programs.

FY 02 Outlays: $ 213 million
FY 03 Outlays: 613
FY 04 Request: 1,091

Watershed Surveys and Planning
This account funds the expenses to conduct research, investigation, and surveys of watersheds of rivers
and other waterways.

FY 02 Outlays: $ 11 million
FY 03 Outlays: 2
FY 04 Request: 4

Watershed and Flood Prevention Operations

These programs provide for cooperative actions between the Federal Government and the States and their
political subdivisions to reduce damage from floodwater, sediment, and erosion, for the conservation,
development, utilization, and disposal of water and for the conservation of land.

FY 02 Outlays: $ 174 million
FY 03 Outlays: 226
FY 04 Request: 209

Watershed Rehabilitation Program:
The Watershed Rehabilitation is used for necessary expenses to carry out rehabilitation of structural
measures.

FY 02 Outlays: $ 6 million
FY 03 Outlays: 2
FY 04 Request: 8

Resource Conservation and Development

The NRCS administers the Resource Conservation and Development (RC&D) Program that assists states,
local governments, groups and individuals in developing area plans for resource conservation and
development. This account funds these efforts.

FY 02 Outlays: $ 49 million
FY 03 Outlays: 49
FY 04 Request: 51

Great Plains Conservation Program

The 1996 Farm Bill combined the authority for this and several other conservation programs into the
Environmental Quality Incentives Program. This program, administered by the NRCS, attempts to promote
conservation and greater agricultural stability in the Great Plains region.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 2
FY 04 Request: 1

Forestry Incentives Program
The Forestry Incentives Program encourages the development of more forest land and attempts to
increase the productivity of existing forests so as to ensure adequate supplies of timber products and other
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resources.
FY 02 Outlays: $ 7 million
FY 03 Outlays: 6
FY 04 Request: 6

Water Bank Program
The Water Bank Program attempts to conserve water resources, preserve, maintain, and improve the
nation’s wetlands, and increase waterfowl habitat.

FY 02 Outlays: $ 3 million
FY 03 Outlays: 3
FY 04 Request: 1

Colorado River Basin Salinity Control Program
The Colorado River Basin Salinity Control Program attempts to increase the supply and quality of water
flowing down the Colorado River.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 1
FY 04 Request: 1

Wetlands Reserve Program
The Wetlands Reserve Program attempts to preserve and restore wetlands.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 3
FY 04 Request: 3

Wildlife Habitat Incentive Program
This account funds voluntary programs to support and encourage landowners to develop and improve fish
and wildlife habitat on private lands.

FY 02 Outlays: $ 6 million
FY 03 Outlays: 4
FY 04 Request: 4

Trust Funds

Miscellaneous Contributed Funds
This account records the expenditure of funds from state and local organizations as well as other sources
for various conservation efforts.

FY 02 Outlays: $ 4 million
FY 03 Outlays: 4
FY 04 Request: 4

Rural Development

This program consolidates various water and waster disposal programs under the Rural Community
Advancement Program (RCAP).

Federal Funds
General and Special Funds

Salaries and Expenses
This account pays the salaries and expenses of the activities of the Rural Development program.

FY 02 Outlays: $ 126 million
FY 03 Outlays: 129
FY 04 Request: 139

Tax Foundation 49



Chapter 6: Department of Agriculture

Credit Accounts

Rural Community Advancement Program
This account funds the newly consolidated water and waster disposal programs.

FY 02 Outlays: $ 842 million
FY 03 Outlays: 704
FY 04 Request: 632

Rural Housing Service

The Rural Housing Service and Community Development Service were created when the
Department of Agriculture was reorganized in 1995. The Rural Housing Service administers some of
the functions provided by the Rural Housing section of the Farmers Home Administration and the
Community Facilities Division of the Rural Development Administration, focusing on the provision
of rural housing and community facility programs.

Federal Funds
General and Special Funds

Rural Housing Assistance Grants

This account consolidates five housing grant programs into one account: The Rural Housing for Domestic
Farm Labor Grant Program, the Very Low-Income Housing Repair Grant Program, the Supervisory and
Technical Assistance Grant Program, the Compensation for Construction Defects Program, and The Rural
Housing Preservation Grant Program.

FY 02 Outlays: $ 48 million
FY 03 Outlays: 53
FY 04 Request: 51

Rental Assistance Program

Authorized by the Housing Act of 1949, the Rental Assistance Program subsidizes the rents of low-
income families living in RHCDS-financed rural rental and farm labor housing projects. Assistance is also
provided in lieu of debt forgiveness.

FY 02 Outlays: $ 651 million

FY 03 Outlays: 689

FY 04 Request: 717
Rural Community Grants

FY 02 Outlays: —

FY 03 Outlays: —

FY 04 Request: —

Rural Community Fire Protection Grants
This assistance was authorized for grants made to public bodies to organize, train and equip local
firefighting forces.

FY 02 Outlays: $ 1 million
FY 03 Outlays: —
FY 04 Request: —
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Mutual and Self-Help Housing Grants

The Mutual and Self-Help Housing Grants Program provides technical and supervisory assistance to
groups of families to enable them to build their own homes through mutual exchange of labor. This account
funds grants and contracts for this purpose.

FY 02 Outlays: $ 26 million
FY 03 Outlays: 42
FY 04 Request: 38

Credit Accounts

Farm Labor Program Account

This account records the subsidy costs associated with the direct loans obligated and loan guarantees
committed to by this program for 1992 and beyond. These costs are calculated using present value analysis.
It also records the administrative costs of the program. These costs are estimated on a cash basis.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 12
FY 04 Request: 23

Rural Housing Insurance Fund Program Account

The Rural Housing Insurance Fund provides direct loans and loan guarantees for the construction of
single and multi-family housing in rural America. This account records the subsidy costs associated with the
direct loans obligated and loan guarantees committed to by this program for 1992 and beyond. These costs
are calculated using present value analysis. It also records the administrative costs of the program. These
costs are estimated on a cash basis.

FY 02 Outlays: $ 837 million
FY 03 Outlays: 712
FY 04 Request: 715

Rural Housing Insurance Fund Liquidating Account

The Rural Housing Insurance Fund provides direct loans and loan guarantees for low-income family
housing in rural America. This account records all cash flows to and from the federal government which
result from direct loans obligated and loan guarantees committed to by this program prior to 1992. This
account uses a cash flow system of accounting.

FY 02 Outlays: $ (1,277) million
FY 03 Outlays: (1,306)
FY 04 Request: (1,290)

Rural Business — Cooperative Service

The Rural Business and Cooperative Development Service (RBCDS) was created under the
reorganization of the Department in 1995. It is charged with administering the rural development
programs of the former Rural Development Administration, Rural Electrification Administration, and
the Agricultural Cooperative Service. It administers loan and grant programs and provides technical
assistance to cooperatives and rural businesses.

Federal Funds
General and Special Funds

Rural Empowerment Zones/Enterprise Community Grants
This program provides grants for five rural empowerment zones.

FY 02 Outlays: $ 13 million
FY 03 Outlays: 14
FY 04 Request: 13
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Rural Cooperative Development Grants
This program funds the establishment and operation of centers for rural cooperative development. Grants
are available to non-profit corporations and institutions of higher education.

FY 02 Outlays: $ 18 million
FY 03 Outlays: 41
FY 04 Request: 23

Rural Economic Development Grants

This account funds the Rural Economic Development Grants program, which promotes rural economic
development and job creation projects by funding project feasibility studies, start-up costs, incubator
projects and other expenses.

FY 02 Outlays: —
FY 03 Outlays: $ (12) million
FY 04 Request: 2)

National Sheep Industry Improvement Center

The Federal Agriculture Improvement Act of 1996 established the National Sheep Industry Improvement
Center to promote sheep and goat products in the United States. The Center may provide loans or grants to
eligible entities for infrastructure development, business development, production, resource development,
and market and environmental research.

FY 02 Outlays: $ 1 million
FY 03 Outlays: 2
FY 04 Request: 1

Rural Strategic Investment Program Grants:

The Rural Strategic Investment Program will provide rural communities with flexible resources to
develop comprehensive, collaborative, and locally-based strategic planning processes; and will implement
innovative community and economic development strategies that optimize regional competitive advantages.

FY 02 Outlays: —

FY 03 Outlays: —
FY 04 Request: $ 43 million

Credit Accounts

Rural Development Loan Fund Program Account

The Rural Development Loan Fund Program finances loans to intermediary borrowers who re-lend the
funds to small rural businesses, community development corporations, and other organizations. This account
records the subsidy costs associated with the direct loans obligated by this program for 1992 and beyond.
These costs are calculated using present value analysis. It also records the administrative costs of the
program. These costs are estimated on a cash basis.

FY 02 Outlays: $ 21 million
FY 03 Outlays: 26
FY 04 Request: 23

Rural Development Loan Fund Liquidating Account
This account records all cash flows to and from the federal government which result from direct loans
obligated by this program prior to 1992. This account uses a cash flow system of accounting.

FY 02 Outlays: $ (4) million
FY 03 Outlays: 4)
FY 04 Request: 4)
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Rural Economic Development Loans Program Account
Rural Economic Development Loans are made to electric and telecommunications borrowers who finance
rural development projects in their areas.

FY 02 Outlays: $ 5 million
FY 03 Outlays: 4
FY 04 Request: 4

Rural Business Investment Program Account
This account records all cash flow to and from the federal government resulting from direct loans
obligated by this program prior to 1992. This account uses a cash flow system of accounting.

FY 02 Outlays: —
FY 03 Outlays: $ 20 million
FY 04 Request: 38

Renewable Energy Program
This program provides direct loans, loan guarantees, and grants to farmers, ranchers, and small rural
businesses to purchase renewable energy systems and make energy efficiency improvements.

FY 02 Outlays: —
FY 03 Outlays: $ 8 million
FY 04 Request: 8

Rural Utilities Service

The Rural Utilities Service (RUS) makes grants, direct loans, and guarantees loans to suppliers of
electric, telecommunication, and water/wastewater/waste disposal services in rural areas. It also
provides technical assistance to rural communities.

Federal Funds

High Energy Cost Grants

Funding was provided in 2001 to support grants for areas that have high energy costs. These grants can be
made to extend, upgrade, and otherwise improve energy generation, transmission, or distribution facilities
serving communities in which the average residential expenditure for home energy is at least 250 percent of
the national average residential expenditure for home energy.

FY 02 Outlays: $ 5 million
FY 03 Outlays: 3
FY 04 Request: 5

Public Enterprise Funds

Rural Communication Development Fund Liquidating Account

This account records all cash flows to and from the federal government which result from direct loans
obligated and loan guarantees committed to by this program prior to 1992. This account uses a cash flow
system of accounting.

FY 02 Outlays: $ 2 million
FY 03 Outlays: 1
FY 04 Request: 1
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Credit Accounts

Rural Electrification and Telecommunications Loans Program Account

This account records the subsidy costs associated with the direct loans obligated and loan guarantees
committed to by this program for 1992 and beyond. These costs are calculated using present value analysis.
It also records the administrative costs of the program. These costs are estimated on a cash basis.

FY 02 Outlays: $ 98 million
FY 03 Outlays: 70
FY 04 Request: 65

Rural Electrification and Telecommunications Liquidating Account

This account records all cash flows to and from the federal government which result from direct loans
obligated and loan guarantees committed to by this program prior to 1992. This account uses a cash flow
system of accounting.

FY 02 Outlays: $ (1,644) million
FY 03 Outlays: (1,348)
FY 04 Request: (1,219)

Rural Telephone Bank Program Account

This account records the subsidy costs associated with the direct loans obligated to by this program for
1992 and beyond. These costs are calculated using present value analysis. Administrative expenses are
estimated on a cash basis.

FY 02 Outlays: $ 8 million
FY 03 Outlays: 6
FY 04 Request: 5

Rural Telephone Bank Liquidating Account

This account records the subsidy costs associated with the direct loans obligated to by this program for
1992 and beyond. These costs are calculated using present value analysis