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REPORT TO THE CONGRESS

BY THIE COMPTROLLIR GIENERAL
OF THE UNITED STATILS

Standard Budget Classifications--
Proposed Functions And
Subfunctions

It is necessoty to prepose changes in the Federal
Budget's functional and subfunctional classifica-
tion struciure in order to move toward o better
civssification structure for congressional decision.
making. '

A presentotion of the Budget using the classifica-
tion structurs proposed in this report, along with
the present functions and scbiunctions, will pro-
vide a basis of comparison that wili assist the
Congress in deciding which structure, or which
combination of structures, 1o most oppropriote for
congressional budaes formulation.
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COMPTROLLER GENERAL OF THE UNITED STATES

"f' h\
) WASHINGTON, D.C. 20548

TO0 the President of the Senate and the
Speaker of the House of Representatives

This report describes a proposed revision of the Federal
Budget's function/subfunction classifications. It represents
part of our effort toward the development of sta:dard classi-
fications pursuant to section 202(a)(l) of the Legislative
Reorganization Act (84 Stat. 1140¢), as amended by the Ccn~
gressional Budget Act of 1974 (88 Stat. 297).

Copies of the repcrt are being sent to the Director,
Conqreb=10nal Budget OIfice; the Director, Office of Man-
sgement and Budget; and the Secretary of the Treasury.

omptroller General
of the United States
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COmPIROLLER GENERAL'S STANDARD BUDGET CLASSIFICALIONS--
REPORT TO THE CONGRESS PROPOSEN FUNCLIONS AND SUBFUNCTIONS

The Comptroller General, in cooperation
with the Secretary of tne Treasury, the
Director of the Office of Management and
Budget, and the Director of the Congres-
sional Budget Office, is req ired to
"develop, establish, maintain and publish
standard terminology, definitions, classi-
‘fications, and codes for Federal fiscal,
budgetary and program-related data and
information.™

As part of this effort, this report presents
a proposal for revising the categories of the
Federal Budget in order to move toward better,
classification as a basis for congressional
decisionmaking.

By increasing the numper of functions and
subfunctions, greater flexibility will exist
to permit rearrangement of data to meet needs
of the various participants in the budget
process. '

Functional classifications have been used for
‘many years to display the President's Budget
in a number of mutually exclusive categories
according to a cential purpose. regardless

of administering agency. ‘

Under the new congressional hudget process,
however, functional classifications now must
provide a framework in which the Congr:ss
can make and communicate its decisions
allocating Federal resources ame .3 competing
national pricrities.

Evolutionary development of new, secondary
classifications and rearrangement of ac-
counts, as well as better program informa-
tion, will meet most congressional needs.

i PAD-76-49

Year Sheel. Upon removal, the report
cover date should be noted ‘hereon.
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A presentation of the Budget using the clas-
sification structure proposed in this report,
along with the present functions and sub-
functions, will provide a basis of comparison
that will assist the Tongress in deciding
whicih structure, or which combination of
structures, is most appropriate for congres-
sional budget formulation.

The Director of the Office of Management and
Budget should provide in conjuriction with the
Budget for fiscal year 1978 a presentation of the
principal budget data using the alternative
structure proposed in this report as a sup-
plement to the existing functional presenta-
tion.

The Office of Management and Budget disagrees
with the GAO recommendation pecause the ad-
ditional workload reguired would occur at the
veak of the budget cycle and because some of
the data is not readily available., They also
guestion whether the Budget itself is the pro-
per vehicle for carrying out this proposal.

GAQ believes, however, that movement tcward

a classification system that will better serve
the needs of the Congress is necessary at this
time and the Budget itself is the most effec-
tive vehicle for focusing discussion on the
proposal. The additional workload requirements
on the Office of Management and Budget and the
agencies should be minimal, and GAO has advised
the Office of Management and Budget that it
would be willing to assist them by sharing the
reclassification of accounts which underlies
this report. 1In addition, the data would not
have to be submitted simultaneously with the
official budget data, but could be presented
shortly thereafter. GAO will continue to work
with the Otfice of Management and Budget to
find the best way of carrying out our recom-
mendation.

In the Comptroller General's initial report

on standard classifications under the Con-
gressional 3udget Act (ACG-75-2%5, June 30,

it
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1975}, GAO pointed out that there were sev-
eral problems in using the present pudget
structure. The major problems relating to
tne functional cateqories in particular
were that thczy were too broad and grouped
widely differing programs in many case2s.

Shortly atter issuing the report, GAO
formed a working group composed of staff
members from the Senate and House Commit-
tees un the Budget and Appropriations, the
Congressional Budget Office, and GAQO, which
met periodically on this subject over a
period of 6 months. Tne purpose of the work-
ing group was to seek consensus within the
legislative pranch, to the extent possible,
regarding changes in the present structure
of functional categories.

while no consensus was reached, the discus-
sions enabled GAO to gain sufficient insight
to provide a basis tor a GAO staff study which
proposed changes to the functional and sub- _
functional classifications. This staff study
was circulated to all standing congressional
committees, tne Office of Management and
Budget, the Congressional Budget Ofiice, and
the Department of the Treasury for review and
comment. Based on those comments, GAO revised
the propused structure. The GAO study concen-
tratad on the emerging need for interaction
amonq key participants in the new budget
process at the congressional level. From the
standpoint of most congressional leaders,
adoption of changes along the lines proposed
has important advantages in terms of improv-
ing their capability to make budgetary deci-
sions. Several key ccmmittees, howevetr,
prefer that no.changes be made until fiscal
year 1979, One key committee recommends no
change at all to the present funcztional cate-
gories,
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CHAPTER 1

INTRONDUCTION

Section 202(a)(l) of the Législative Reorganization Act
of 1970, as amended by title VIII of the Congressional Budget
Act of 1974 (P.L. 93-344), directs the Comptroller General,

in cocoperation with the Secretary of the Treasury, the Direc- 3¢
tor of the Office of Management and Budget (0OMB), and the 27
Director of the Congressional Budget Office, to UTH oooe 7

"Develop, establish, maintain, and publish stand-
ard terminology, definitions, classifications,
and codes for Federal fiscal, budgetary, and
nrogram-related data and information."

This section further directs that

"Such standard terms, definitions, classifications,
and codes shall be used by all Federal agencies

in supplying to the Congress fiscsl, budgetary,

and prodram-related data and information.®

Section 802 of the Congressional Budget Act of 1974, however,
%pec1f1es that

"Any change in the functional categories set forth
in the Budget * * * ~hall be made only in consul-
tation with the Committees on Appropriations

and the Budget of the House of Representatives

and Senate."”

The act reounired the Comptroller General to submit & report
to the Congress containing the initial standard terminology,
definitions, classifications, and codes on or before June 30,
1975. Additional reports on this subject were authorized

.when deemed advisable.

PURPOSE OF REPORT

Our June 30, 1975, report to the Congress (ACG-75-29)
discussed our initial efforts in the area, progress to date,
and our general plan to carry out our responsibilities under
the act. The report indicated that our qoal was to develop

"a standard classification structure to be available for use

on a trial-run basis for the fiscal year 1978 Budget. We
anticipated that such a trial run would provide the experience
necessary to more fully ascertain congressional roguirements
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prior to full implementation of 2 revised standard classifi-
cation structure in fiscal year 1979.

In order to begin moving toward a classification struc-
ture which will better facilitate decisionmaking by the
Congress, we feel that it is necessary at this time to
propose changes in the existing structure of functions and
subfunctions.

SCOPE

The proposed classification structure is based on an
analysis of the function:, subfunctions, and appropriation
accounts used to display the President's Budget for fiscal
year 1977. Our analysis was limited to those appropriation
accounts having estimated budget authority in excess of $25
million for fiscal year 1977,

RELATED WORK

There are a nmber of ongoing efforts related to the
proposed budget classification structure:

--In cooperation with tha2 Congrescicnal Budget Office,
we have been working toward meeting specialized
information needs for various authorizing and
appropriations committees. Our work in this area
has been primarily directéd toward develcping program-
level classification structures which are more closely
related to authcrizing legislation and to assisting
appropriations subcommittees in obtaining budget
justification data vhich is wore program related. We
expect that these efforts will provide the basis for
aggregating budget information in the broader
categories of functions and subfunctions.

--In November 1975, in coordination with the Department
of the Treasury, OMB, and the Congressional Budget
ffice, we published a glossary of about 90 standard
ms and definitions entitled "Budgetary Definitions"
{ A-76-8). A reviced edition of the glossary is
planned for publication later in 1976.

--We are conducting an ongoing study to identify and
categorize tax expenditures within the existing func-
tional classifications so thot thev may be more
readily associated with related direct expenditure
programe., This effort will provide the Congress with
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a better picture of the total Federal resources
(expended or foregone) in support of a particular
function.

R .

-—The House Committee on the Budget established a task HsE ¢680 o
force on the budget process to study the functional
categories and to recommend possible rewvisions to
improve their usefulness to the Congress. In February
1976, the House Buaget Committee circulated a staff
study for comment which recommended possible changes.
The tasx force has revised its recommendations to
reflect comments received and has presented them to
the Committee for its consideration. There are many
similarities between our recommendations in this report
and those of the task force.
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CHAPTER 2

D uSundh

The Congressional Budget Act of 1974 has provided a pro-
ceos by which the Congress can make integrated decisions with
respect to the slee and composition of the Federal Budget,
The Congress 1s fmplementing the full process for the first
time in {to deliberations on the fiscal year 1977 Budget.
‘Undee the act, the Congress must set overall annual spending
targeta, and subtargets for the major functional categories.

The act thus provides that the structure of major func-
tional categories will occupy a central rele in the congres-
sional process of allocating budget resources, marking a
major change in their use. The functional cateqories have
been used for many years to display the President's Budget
in a bimited number of mutually exclusive categories according
to major purposc, reqardless of administering agency. Under
the new congressional budaet process; however, the categories
muct provide a framework for making budget decrisions--.n
effective tramework within which the Congress can make and
communticate its decisions on the allocation o resources
among competing national priorities. We believe this new use
of the functional category structure necessitates continuinag
reexamination of the adequacy of that structure and considera-
tion of ponsible changes to make it more effective.

Our June 30, 1975, report to the Congress identified
scveral problems with the present structure:

-~Title VI, section 601, of the Congressional Budget
Act of 1974, requires that there be a presentation of
the figcal year 1979 Budget in terms of national needs,
agency missions, and basic programs. While this vrovi-
sion is5 still subject to considerable differences in
Interpretation, substantial changes in the present
budget structure could be required.

==Tho present categorization of 16 functions is not suf-
ficiently detailed and in many cases combines programs
of varying purposes. For example, all commerce and
transporation programs are combined in one function.

-=The present functional category structure is generally
huilt around appropriaton accounts which are often
composed of widely differing programs. For example,
the Federal Disability Insurance Trust Fund, presently
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categorized under the Income Security function, also
includes vocational rehabilitation services which could
properly be ‘rategorized under the Education, Training,
Employment, and Social Services function.

--Many of the present fund-accourit and program-level
classificatinins do not reflect program purpose, nor
are they presented consistently.

~--Many prcgrams have dual or multiple objectives, and
thus may be classified in a number of different ways.
The present structure does not provide for the reag-
gregation of budgetary information in different ways
for different purposes.

Our report concluded that it would be preferable to gain more
experience in working with the act before recommending any
gpecific changes.

Beginning in the summe: of 1975, a working group composed
of staft members from the Senato. and House Committees on the
Budget and Appropriations, the Congressional Budget Office,
and our representatives met periodically on this subject over
a period of 6 months. The working group sought consensus
within the legislative branch, to the extent possible, con-
cerning changes in the present classification structure.

While consensus was not reached relative to specific changes,
these discussions enabled us to gain considerable insight
regarding an overall approach.

Basaed on these discussions we developed a staff study
entit.ed "Proposed Budget Classifications, Functions and
‘Subfunctions" (OPA-76-32), published in February 1976. The
study included a comparison of our proposal with the House
Budget Committee staff study on proposed changes to the
functional categories. The two studies had many elemencts in
common at the functional level. (The task force did not
gpecifically address changes in the subfunction categories.)

. In order to obtain the views of all garticipants in the
new budget process, we circulated our proposal to all standing
wommittees of the Congress, the Office of Managcment and
3udget, the Department of the Treasury, the Congrecssional
Budget Office, and the Congressional. Research Service. we
have received a wide range of comments on the approach out-
lined in our staff study. Based on .analysis of these com-
ments, we have reviewed and further revised our proposed
structure.
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CHAPTER 3
" APPROACH

Varied opinions cxist regarding the changes, i{f any, re-
gquired in the functional categcory structure to assist the
Congress in implementing the Congressional Budget Act of
1974, 1t was clear in an early stage that no consengus on
the preferred structure existed. No single structure (in-
cluding the present one) could fully satisfy the necds of
all users. Accordingly, our general approach has been to
emphasize incorporating as much flexibility as possible
into our recommended primary structure. Different functional
aggregations, for exomple, can be compiled using the subfunc-
tions which we propose.

Additional flexibility can be built into the system by
developing a system of secondary classificatlions, which we
consider necessary. Many orograms have more than one im-
portant objective. Military hospitals, for example, aupport
the national defense objective, but they are also part of
the nation's health care system. The classification system
should make it possible to consider those programs f{n any
context in which they are relevant.

The Special Analyses in the President's Budget are es-
"sentially a secondary classification system which cutno across
agency and functional category lines. Their utility, however,
is limited because congressional needs and requirements for
information are extensive and vecried, while the Spccial
Analyses are relatively fixed in coverage. A highly flexible
system is needed which will permit data to be assembled
trapidly in different ways for various purposes. A standard
clagrification structure having standard codes which are as-
"gsigrned to reflect both primary and secondary purposes of pro-
grams would help satisfy the varying needs of users at dif-
ferent stages of decisionmaking, allowing them to draw from
consistent and easily identifiable sources of program infor-
mation. The diversity of information needed by the Congress
was reflected in the comments received on our earlier gtaff
proposal. Views ranged from favoring a complete restiuctur-
ing of the budget presentzcion to preferring no change in the
existing structure at this time,

Proponents of a complete restructuring desire change
clther to meet the requirements of section 601 of the Con-
gressional Budget Act of 1974 for a budget presentation ar-
ranged according to national needs, agency missions, and basic
programs, or to develop a three-level structure which would
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address program purpose, tne means of carrying out .the program,

ané the program recipient. A pure implementation of either
approacnh would require the development of a complete structure
of "programs" as the pbasic data element. while such work is
now well underway, it is not yet complet?. Historically,
budget and related financial data have used appropriation
accounts as the pase. In some cases Lhe activities funded
Dy a given appropriation account represent a program; in
many cases, however, an approp:iation account provides funds
for accivities which, at least to some observers, represent
several programs. Tnus, using programs as the basic data
would require splitting ‘appropriation accounts, or at least
the accumulation of reliaple data, at a level of detail pe-
low that of the appropriation account,

In contrast to those who favored completely restructur-
ing the functional category structure, some recommended no
change at this time. Tnis is the view of several congres-
sional committees and tne Office of Management and Budget,
Some of ‘those favoring no change argue that the structure
is adequate as is. Others believe that since substantial
change will pe necessary next year, changes should be avoided
this year in order to minimize the disruption. For example,
if changes are implemznted for the fiscal year 1978 Budget,
additional changes might have to be implemented for the fis-~
cal year 1979 Budget to meet the requirements of section 601.
It was also pointed out that avoiding changes now would al-
low additional time to consider the implications of tne new
process the Congress is using in its deliberations on the
Budget in fiscal year 1377.

However, as our June 30, 1975, report p>rints out, there
are several problems in the present classification structure
which nave been made greater by the increased emphasis
placed on the functional categories by the Congressional
Budget Act of 1974. Under the act, the use of the functional
categories has changed from displaying the Budget to provid-

'ing a framework for making budget decisions.

-We feel that tne Congress cshould not simply accept for
decisionmaking a structure which OMB designed to display
decisions already made by the President.. The structure
should highlight the budget issues, priorities, and national
goals on which the Congress wishes to focus its attention,
recognizing that these areas of emphasis are likely to change
occasionally.

Our purpose has been to develop both a framework to as-
sist the Congress in evaluating competing national priorities
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and a classification system which would assemble useful, con-

sistently high-quality data. This process is evolutionary,
and we believe that continued develcpment and presentation
of alternatives are necessary so that the Congress can know-
ledgeably determine the most appropriate structure.

On February 20, 1976, our staff study, "Proposed Budget
Classifications-~Functions and Subfunctions, Fiscal Year
1978," was distributed for review and comment., C(opies were
gsent to all standing ccngressional comnmittee chairmen, the
Congressional Budget Office, OMB, and the Department of the
Treasury.

In addition to the written responses to the study from
congressional leaders, we have received many comments and
suggestions through participation in meetings and personal
discussions with many congressional staff representatives.
‘Appendix II includes a discussion of the various comments
nade regarding each functional category and our prcposals
relative to them. In appendix IV.we discuss comments of a
general nature relating to our staff paper.

Based on analysis of comments received, we have now. -
reviewed and in certain respects revised the structure pre-
sented in our earlier staff study. The revised structure
represents the initial standard classifications we propose
to fulfill section 202(a)(l) of the Legislative Reorganiza-
tion Act, as amended. '

.The proposed functions and subfunctions represent a
reasonable compromise after consideration of the varying
views of congressional committees and institutions involved
in the budget process. Obviously, it is impossible to ac~-
commodate all of the viewpoints in & single structure be-
cause many suggestions were contradictory. For example,
there were many recommendations to split up the Income Se-
curity function, primarily because of its size and the
diversity of programs included in it. On the other hand,
there were strong suggestions to maintain the Income Se-
curity function intact for legislative purposes because
the various programs grouped under it have much in common.
Our proposal recommends splitting up the Income Security
function, but maintains the integrity of the subfunctions
for ease in reaggregating the programs.

- Our efforts will continue to be directed primarily
toward mezting the requirements of title VIII while simul-
taneousiy considering the requirements of title VI of the
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act for fiscal year 1979. Our ongoinyg work at the appro-
priation and fund-account level and is developing and
displaying budget data related to authorizing statutes
will provide a continually improving base for a standard
classification structure which systematically aggregates
Federal programs according to primary purpose. In addi-
tion, it will aid in developing a standard coding system
permitting secondary classifications so that budget in-
formation can be used as flexibly as possible. We believe
this approach will best allow the time and experience nec-
egsary to implement formal changes in the present structure
for the fiscal year 1979 budget presentation.




CHAPTER ¢
CRITERIA

Our approach has been to propose changes in the present
functional category structure only when they will alleviate
problems identified with the present Offi~e of Management and
Budget function/subfunction aggregations. Our changes have
focused on three criteria:

~~Highlighting major ongoing areas of natiocnal concern,
For example, Energy is combined under thc present
structure with Natural Resources and Environment.
Our approach would provide a separate functional
category for Energy.

~~-Separating functions containing programs with diver-
gent purposes, where feasible. For example, the
present structure combines Education, Training; Em~
ployment, and Social Services in one function. Our
approach would separate these programs. However,
those who need them for analytical purposes can re-~
aggregate them through the subfunctions.

--Aggregating functions/subfunctions on a more consis-
tent basis.

In general our proposed structure would not at this time
require major splitting of appropriation acccunts. However,
it would include those splits already used by OMB and als»
require splitting the appropriation accounts in the National
Defense function in order to expand the number of subfunctions
from 4 to the proposed number of 14.
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CONCLUSIONS AND RECOMMENDATION

Our proposed classification structure would increase
the number of major functional categories from the 16 now
used by the Office of Management and Budget to 22,

We propose:

--Creating new functional categorles for Enerqgy and
Housing.

--Splitting the present Commerce and Transportation
_category in four parts, with new functions for
Transportation, Postal Service, and Commerce, respec-
tively, and moving housing-related programs to the
new Housing funCtlon.

--Splitting the Education, Training, Employment, and

. Social Services function, and the Income Security
function, and recombining the parts into four new
categories: Education, Employment and Uncemployment
Benefits, Social Servic=s and Public Assistance, and
Retirement Benefits.

~--Expanding the present Interest function to include
other activities related to financing the Government
and retitling it Financial Operations of the Federal
Government.

: Our proposal also includes revisions to the existing
subfunctional categories and expandsg their number from 68
te 98. Among the major changes is the expansion of the
‘National Defense subfunctions from 4 to 14 in order to dis-
play those programs more precisely. In addition, the iden-
tification of programs directed toward Indians and rural
areas at the subfunction level would make these programs
more visible. We believe thesec additional subfunctions
will increase the amount of useful detail available for
many functions.

Rents and royalties on the Outer Continental Shelf are
presently carried as a reduction in rxpenditures under the
Undistributed Offsetting Receipts function. We recommend
that these amounts be treated as a budget receipt, thus
presenting more valid budget totals.

11
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RECOMMENDATION

we recommend tnat the Director of the Office of Manage-
ment and Budget provide in conjuncticn with the Budget for fis-

“cal year 1978 a presentation of the principal budget data using

tne alternative structure discussed in this report as a
supplement to the existing functional presentation. This _
presentation would provide tne Congrecs a basis for compari-
scn with the existing functional category structure of the
President's Budget, in order to determine which structure

or combination of structures is most appropriate for con~-
gressional budget formulation.

In addition, it would maintain continuity and provide
experience in dealing with new aggregations of the existing
data during a pericd when the Congress will be gaining an
additional year of experierce with the new budget procesc,

OMB has advised us that they disagree with uvur recom-
mendetion for the following reasons.

OMB indicated that thnere is not sufficient time betfore
printing tne fiscal year 1578 Budget for necessary-agency
involvemert and computer reprograming and that the additional
workload for OMB would cccur at the peak c¢f the budget cycle.
However , we feel the additional worklcad on OMB and the agencies
should be minimal because most of the proposed categories rep-
resent reagygrega:ions of the existing appropriation accounts
to form new functions and subfunctions. We would also be
willing to assist OMB by sharing with them our work on reclas-
sification of major accounts which underlies this report. In
addition, we do not consider it essential that data on the new
basis be published simultaneously with the Budget. A brief
delay of a few days would not seriously impair the usefulness
of the presentation.

OMB stated that it was not feasible for the Department of
Defense to produce outlay data for the proposed suofunctional
categories. We recognize that this outlay data is not readily
avallable. However, for purposes of judging the usefulness of
our proposed structure, estimates would be sufficient. Changes
which would be necessary to fully implement a new structure
should await decisions on the details of that structure.

0MB questions using the Budget itself as a venicle for
testing an option for which there ic not evidence of strong
support in the Congress. Wwe agree chat there is no clear
consensus for any particular structure at this time, including
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our proposal. However, as our report indicates, there is
‘considerable evidence of dissatisftaction with the present
structure and we believe that movement towards a classgifi-
cation structure tnat will better serve the needs of the
Congress is necessary at this time. We believe that the
Budget itself is the moust effective vehicle for focusing
discusgion on various ways of accomplishing this.

we wiil continue to work with OMB to find tnhe best way
of carrying out our recommendation.
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APPENDIX I » APPENDIX I

~PROPOSED FUNCTIONS AND SUBFUNCTIONS

FY 1977--President’'s
budget proposals

Budget authority-
total obligation
authority

(note a) . Outlays

{millions)

0100 NATIONAL DEFENSE:

0101 Strategic Forces $ 9,332
0102 General Purpose

Forces B 40,189
0103 Intelligence and Com-’

munications 7,734
0104 Airlift and Sealift 1,585
0105 Guard and Reserve '

Forces 5,908
0106 Research and Develop-

ment 10,464
0107 Central Supply and

Maintenance 10,929

0108 Training and Other
General Personnel

Activities 11,458
0109 Medical Activities 3,125
0110 Administration and As-
sociated Activities 2,143
0111 Military Assistance : 1,389
0112 Atomic Energy Defense
Activities . 1,943
0113 Defense Related Ac-
tivities 139
0114 Military Retirement 8,382
114,720
Prior year funds and
other 2djustments 185
Total . $114,905 $101,129

a/Total obligation authority represents the sum of all budget
authority granted (or requested) from the Congress in a
given year, plus amounts authorized to be credited to a
specific fund, and the balances of unused budget authority
from previous years which remain available for obligation.

14
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APPENDIX I ‘ APPENDIX I

Budget
authority Cutlays

(millions)

0200 INTERNATIONAL AFFAIRS:
0201 Bilateral Development e
Assistance $ 4,226 $3,554

0202 Multiiateral Development

Assistance 1,236 1,112
0203 Conduct of Foreign Affairs 974 899
0204 Foreign Information and ' ‘

Exchange Programs 360 358
0205 International Financial ‘

Programs 3,348 1,306

Total ‘ $10,144 $7,229

0300 GENERAL SCIENCE, SPACE AND
TECHNOLOGY (note a):
0301 General Scientific Research

and Training $ 1,405 ‘ $1,310
0302 Space Science
0303 Spas.e Applications }‘ : 1,668 1,780
0304 Supporting Space Activities 1,655 ' 1,549
Total $ 4,728 $4,639
040C NATURAL RESOURCES AND ENVIRON-
MENT:
0401 Flood Control and Irrigation § 3,014 $3,026
0402 Land Management and Conser-
‘vation 1,894 1,771
- 0403 Recreational Resources 636 657
0404 Pollution Control and Abate-
ment 613 587
0405 Other Natural Resources 136 ___94
Total $ 6,293 $6,135

a/Estimates of budget authority and outlays for subfunctions
0302, 0303, and 0304 are based on Committee on the Budget,
U.5. House of Representatives, Hearings of Mar. 23, 1976;
and p. 80 of "The Budget of the United States Government,
Fiscal Year 1977."

BEST DOCUMENT AVAILABLE

15



APPENDIX I - APPENDIX I

Budget
authority Outlays

{millions)

0500 ENERGY (note a):

0501 Energy Production $ 542 $ 1,412
0502 Nuclear Energy Research
~ . and Development 3,000 2,600
0503 Non-Nuclear Energy Re-
search and Development 1,309 1,069
0504 Energy Conservatior and
Regulation 392 404
Total $ 5,243 $ 5,485
0600 AGRICULTURE:
0€01 Farm Income Stabilization $ 1,102 $ 1,020
0602 Agricultural Research : 386 395
0603 Agricultural Services 751 . __265
Total $ 2,239 $ 1,680
0700 COMMERCE: :
0701 Advancement of Commerce $ 205 $ 200
0702 Regulation of Commerce 243 243
0703 Small Business Assistance 538 312
Total $ 986 ] 756
0800 TRANSPORTATION:
0801 Ground Transpoctation $ 9,610 $ 9,754
0802 Air Transportation 2,773 2,715
0803 Water Transportation 1,624 1,642
0804 Other Transportation 120 117
Total $14,127 $14,228

0900 HOUSING:
090) Low and Moderate Income

Housing Assistance $17,163 $ 579

0902 Rural Housing 177 -453
0903 Maintain Housing Mortgage

Market - ' __.975 _830

~ Total $18,315 , 956

a/Estimates of budget authority and outlays for subfunctions
0502 and 0503 are based on p. 33, Federal Energy Programs,
Senate Budget Committee Report, "First Concurrent Resolu-

- tion on the Budget--Fiscal Year 1977 and the Budget for the
Transition Quarter," Report No. 94-731, Apr. 3, 1976,
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Bndget
authority Outlays

(millions)

1000 COMMUNITY AND REGIONAL DEVELOP-

. MENT: :
1001 Community. Deve1opment $ 3,568 $ 2,036
1002 Rural Economic Develop- '
ment v 346 209
1003 Regional Development 762 766
1004 Indian Assistance ' 684 744
1005 Disaster Relief and In-
surance 291 540
Total _ $ 5,651 $ 4,295
1100 REVENUE SHARING:
1101 Gereral Revenue Sharing : $13,085 $13,091
1102 Other General Purpose
F'scal Assistance 830 830
Total $13,915 $13,921

1200 EDUCATION:
1201 Elementary and Secondary

: Education S 4,258 $ 3,43¢
12062 Higher Education 2,117 2,506
1203 Vocational and adult Edu-
cation 539 672
1204 Research and General Educa-
tion Aids 931 " 966 .
1205 Indian Education __286 _ 289
Tctal $ 8,131 $ 7,869
1300 POSTAL SERVICE (note a): ‘ :
1301 Public Service Operations $ 920 $ 920
1302 Reduced Rate Mail ' 485 485
1303 Accumulated Deficit -and :
Liabilities . 54 ) 54
Total _ $ 1,459 $ 1,459

a/Estimates of budget authority énd outlays for subfunctions
' 1301, 1302, and 1303 are based on pp. 763-64 of "The Budget
of the Unlted States Government, Fiscal Year 1977 Appendix."
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Budqeﬁ‘
authority OQutlays

(millions)

1400 EMPLOYMENT AND UNEMPLOYMENT

BENEFITS: :
1401 Unemployment Benefits 521,560 $21,860
1402 Job Training 3,054 3,054
1403 Employment Services 483 493
Total $25,107 $25,40
1500 S0CIAL SERVICES AND PUBLIC
ASSISTANCE:
1501 Rehabilitative Services $ 1,040 $ 1,133
1502 Food Assistance 6,832 6,796
1503 Other Public Assistance v 15,647 - 15,693
Total $23,519 $23,622
1600 HEALTH:
1601 Medicare $28,892 $27,731
1602 Health Research and Develop-
ment 2,155 2,162
1603 Health Resource Development 516 797
1604 Control of Health Problems 1,251 1,488
1605 Indian Heslth Care Services 355 349
1606 Medicoaid 10,001 9,001
1607 Other Health Care Services 749 1,126
Total $43,919 $42,654
1700 RETIREMENT BENEFITS:
1701 General Retirement $ 77,864 S 76,734
1702 Disability Retirement 11,919 12,160
1703 Federal Employee Retirement
and Disability 16,938 _11,179
Total $106,721 $100,073

1800 VETERANS BENEFITS AND SERVICES:
1801 Veterans Pensions, Disabil-

ity, or Death Benefits S 8,068 $8,060
1802 Veterans Life Insurance 970 750
1803 Veterans Education, Training,
and Rehabilitation 4,161 . - 4,188
1804 Hospital and Medical Care
for Veterans 4,425 4,510
18
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budget
auithority Qutlays

(millions)

1800 VETERANS BENEFITS AN!! SERVICES

(CONT.): '
1805 Veterans Housing {a) (a)
1806 Other Veterans Penefits and .
Services 513 512
‘Total i $18,137 $18,020

1800 LAW ENFORCEMENT AND JUSTICE:
1901 Federal Law Znforcement &and

Prosecution $ 1,731 $ 1,719

- 1902 Federal Judiclal hActivities 302 300
1902 Federal Correctiunal and

: Rehabilitative Activities 299 . 279

1464 Law Enforcement Assistance
to ftate and Local Gevern-

: rnants 708 840
19C5 Legal Assistance to Indivi- '
duals 80 82

Total $ 3,120 $ 3,221

2000 FINANCIAL OPE%ATIONS OF THE
FEDERAL COVERNWMENT:

2001 Revenue Collections $ 1,672 - $ 1,659
206z Maintaining Fiscal Opera-
tions ‘ 332 332
2003 Financing Agency Debt -~ -
2004 Interest on the Public bpebt 45,396 45,396
Total ‘ $47,400 $47,387
2100 GENERAL GOVERNMENT:
2101 Legislative Functions $ 661 $ 661
2102 Executive Direction and
Management ’ 26 - 26
2103 General Propertv and Records - :
Management 284 283
2104 Central Persennel iaragement 7,257 7,257
2105 Othe: General Governm»nt 399 _.362
Total : $ 8,627 $ 8,589

a/Less th.y $25 million.
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Budget
authority Qutlays

(millions)

2200 UNDISTRIBUTED OFFSETTING

RECEIPTS:
2201 Employer Share, Employee
Retirement $ -4,468 $ -4,468
2202 Interest Received by
Trust Funds - -8,373 -8,373
Total $-12,841 $~12,841
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DISCUSSION OF PRKOPCSED
FUNCTIONS AND_SUBFUNCTIONS

The following is a detailed descripticn and discussion
cf each budget function/subfunction classification which we

. propose. It includes a discussion of comments received on

the structure prcposed in our sta.’f{ paper circulated to con-
gressional committees, OMB, the Congressional Budget Office,
tbe Congressional Kesearch Service, and the Treasury Devart-
ment. In gencral, the dollar filgures are based on the as-
sianment of each aepwropriation or fund account with budget
authorityv in excess of .$25 miilion to a single function in
accordance with itse primary purpose,

We recognize that individual accounts mey be viewed in
different ways for classification purvoses, snd thot indi-
vidual accounts mav ccntain a number of programs with vary-
ing cbjectives. Corseaquently, approoristicn accounts should
be split to achieve a high degree of functional purity. How-
ever, at the recognized cost of technical purity in classfi-
cation, except in a few 1lnstances, our proposal.does not
attempt to splii appropriation accounts cther than those al-
ready split by OMB. We feel that this arproach is necessary
at this time beceause of the technical and other difficulties
involved in splitting avpropriation accounts. Full imple-
mentation of a new functional cateqgery structure, however,
should be accompanied by consideration of the need for furtner
splitting when it would add sianificantly to the v>lidity and
usefulness of the data.

The discussion for each prowosed function is presented
in three sections:

~--A tabular display of the amounts of budget authority
and outlays for each of the proposed functionrns and
subfunctions.

~-A narrative description of the propcsed functional
cateqgory as a whole and cach of the pronosed subfunc-

“tions, includinag major nrogram areas ¢nd major acen-
cies involved. (In some cases prrocram areas or aden-
cies are included here for illustrative purposes even
though they are off budget or have budget authorityv of
less than $25 million.)

--A ageneral discussion of proposed changes in the present
OMB function/subfunction classificetion structure, rea-
sons for the chaenaes, and relevant comrents received
on the GAO staff study, "Proposed Budaet Classifice-
tions Functions and Subfunctions Fiscal Year 1v78."

21
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-Budget authority-
total obligational
authority (note a) Outlays

(millions)
0100 NATIONAL DEFENSE:
0101 Strategic Forces $ 9,332
0102 General Purpose Forces 40,189
0103 Intelligence and Com-
munications ' 7,734
0104 Airlift and Sealift 1,588
0105 Guard and Reserve
Forces ' 5,908
0106 Research and Develop~
ment 10,464
- 0107 Central Supply and
Maintenance 10,929
0108 Training and Other
General Personnel
Activities 11,458
0109 Medical Activities 3,125
0110 Administration and
Associated Activities 2,143
0111 Military Assistance 1,389
0112 Atomic Energy Defense
Activities 1,943
0113 Defense Related Acti-
vities : 129
0114 Military Retirement 8,382
114,720
Prior year funds and
other adjustments .85
Total $114,905 SIO_L}49

a/Data available for total obllgational authority, but not
outlays for subfunctlons 3100 through 0111,

The National Defense function containa those programsg
directly related to the common defense and security of the
United States. This function includeas

--foreign military assistance;

~-~defense-related atomic enefgy needs;

22
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--direct compensation and benefits for active military
and ~ivilian support versonnel;

--military retirement, medical, and housing benefits;

--raising, eauippina, and maintaining armed forces,
including support activities;

--rescearch, develooment, test, and evaluation of weapons
systems;

~~procurement, construction) and stockpile activities;

-~national security and intelligence acrcivities;

~-maintaining Naticnal Guard and Reserve forces; and

--other defense-related activities.

0101 Stragetic Forces

Includes all prucarams whose primary purpose is to deter
or respond to nuclear attack against the United States. This
subfunction includes

"--manned strategic bomber programs, including operation

of the existing bomber force and procurement of new

bombers;

~-subirarine-launched missile programs, including opera-
tions and procurement of new submarines and missiles;

~-intercontinental ballistic missile orecgram, including
maintenance and operation of the existing intercon-
tinental ballistic missile force and procurement of
new missiles; and

--ballistic missile and early warning defense systems.

0102 General Purpose Forces

Includes all programs whose primary ourpose is to defend
the United States against nonnuclear atrac'ts, in<ludinc gen-

.eral land, naval, and tactical air defense forces.

0103 Intelligence and Communications

Includes 311 programs whose prlmary purpose is to gather
and communicate information necessary to insure a comprehensxvc
natlonal defense.
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0104 Airlift and Sealift

Includes all programs whose primary purpose is to trans-
fer, by air or sea, large numbers of personnel and supplies
on short notice.

0105 Guard and Reserve Forces

Includes all programs whose primary purpose is to pro-
vide manpower to augment the active defense forces during
emergencies.

0106 Research and Development

Includes all programs whose primary purpose is to keep
the United States' defense forces modern, and to maintain
technologial superiority through exploratory research, devel-
opment, test, and evaluation. :

0107 Central Supply and Maintenance

Includes all programs whose primary purpose is inventory
maintenance, ctoraae, distribution, depot-level maintenance,
or transportation of militarv material.

0108 Training and Other General Personnel Activities

Includes all programs whose primary pdrpoée is to pro-
vide training, family housing, military and civilian pay,
and other general support for military personnel,

0109 Medical Activities

Includes all programs whose primary purpose is to pro-
vide medical services to active duty pezrsonnel and their de-
pendents and retired military. :

0110 Administration_and Associated Activities R

Includes administrative support of ¢ :partmental and
major administrative headquartcrs, field commands, and related
activities.

Gll1l Military Assistance

Includes all programs whose primary purpose is to pro-
vide the support necessary to strengthen the efforts of coun-
tries friendly to the U.S. to provide for their own defense.

3
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0112 Atomic Energy Defense Activities

Includes all p-ograms whose primary purpose is the re-
search and development of nuclear materials for netionai-
defense purposes.

0113 Pefense Related Activities
Includes all oprograms primarily related to providing
a national defense nct previously accounted for, such as
civil defense and the Selective Service.

0114 military Retirement

Includes all programs whose primary purpose is ko pro-
vide payments to retired military personnel or their survi-
VOLS.

Discussicn and comments:-

At the functional level, our pnroposal is unchanged from
that of the existing OMB presentation. Our proposal would,
however, expand the number of subfunctions from 4 to 1l4. Our
categories relate closely to the major program categories in
the -Department of Defense planning, programing, and evalua-
tion system.

The dollar amounts assigned to the proposed subfunctions
were obtained from the Department of Defense S5-year defense
plan for FY 1977. For subfunctions 0101 through 0111, appro-
rrieltlon accounts have been split and allocations made to the
various subfunctions on the basis of total obligetional au-
thoricy.

We received several comments suggesting changes in the
presentation of military retirement, including treating mili-
tary retirement in a manner similar to civilian retirement.
The problem is that military retirement is not funded cn a
current basis, so that the figures shown under the National
"Defense function are the actual payments to retirees. One
suggestion was to make an actuarial estimate of the costs
that would be shown in the National Defense function if mili-
tary retirement were funded in a manner comparable to civilian
retireme.,t. That figqure would then be included under National
Defense with the payment to retirees beino shown under Income
Security the uame as civilian retirement. After careful con-
sideration of the suggestions, we concluded that Military Re-
tirement should remain categorized under the National Defense
function on the bases that its unfunded character makes it
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distinct from civilian retirement and that actuarisl estimates
of the present costs of future retirements would be difficult
to make and in any case would not constitute budget authority
or outlays as presently defined in section 3 of the Congres-
sional Budget Act of 1974,

We also received a suggestion to reclassify the military

‘assistance programs with the International Affairs function,

and another suggestion tc combine all military assistance oro-
grams under either the National Defense or the International
Affairs function. We recognize that the objectives of foreign
military assistance are closely rela*nd to the objectives of
programs included in the International Affairs function. In-
deed, a very close relationshio exists among most of the pro-
grams in the two functional categories. However, the presumed
purpose for the military assistance programs is primarily to
provide for national defense. Therefore, we have retained
Militarv Assistance as a separate subfunction in the National
Defense function.

Budaget
authority -Qutlays

(millions)

0200 INTERNATIONAL AFFAIRS:
0201 Bilateral Development

Assistance S 4,226 $3,554
0202 Multilateral Develop-

ment Assistance 1,236 1,112
0203 Conduct of Foreign

Affairs 974 899
0204 Foreign Information '

and Exchangé Programs 360 358
0205 International Financial

Programs 3,348 1,306

Total : $10,144 $7,229

The International Affairs function is composed of pro-
grams directed towazrd the establishment and mwaintenance of
peaceful relations, commerce, travel, and devclopment between
the United States and other countries. This function includes

~-funds for foreign economic and financial programs
through multilateral and bilateral development assis-
tance;

-~foreign information and exchange activities;
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~~Food for Peace (P.L. 480);

--The Peace Corps;

--conduct of foreign affairs; and
--programs to foster foreian commerce.

0201 Bilaterial Development Assistance

Includes all programs having as their primary purpose
the provision of direct economic, financial, and security
assistance to foreign countries. This subfunction
includes funds for the Agency for International Development,
P.L. 480, and the Peace Corps. '

0202 Multilateral Development Assistance

- Includes all programs whose primary purpose is the. pro-
vision of foreign aid through contributions to international
development banks and other international organizations. It
includes contributions to the International Development As-
sociation, and investment in both the Asian Developrent Bank
and the United Nations development programs.

0203 Conduct of Foreign Affairs

Includes all programs whose primary purpose is the for-
mu.ation of foreign policy in the State Department, conduct
of diplomatic and consular relations, and contributions re-
aguired for membership in international organizations.

0204 Foreign Information and Exchange Programs

Includes all programs whose primary purpose is the
broadening of American individual or institutional contacts
with foreign societies. Funds are orovided primarily for
the U.S. Information Agency, Radio Free Europe, and Radio
Liberty, and the Board for International Broadcasting.

0205 International Financial Programs

Includes all pfograms whose primary purpose is the pro-
motion of international monetary stability and trade, such
as the Export-Import Bank.

Discussion_and_comments

It was suggested that Advances, foreign dilitary Sales
is a financing activity similar to that of the Expoct-Import

27
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Bank, and should be classified under the International Finan-
cial Program subfunction.

There jis a dual purpose involved in military assistance
activities. One purpose is directed primarily toward meeting
our national defense objectives and the other toward interna-
tionmal assistance. We feel that the primary cbjective, how-
ever, is to provide for national defense. These programs
are a prime example of the desirability for a secondary clas-
sification system.

Budget
authority Outlays

(millions)

0300 GENERAL SCIENCE, SPACE AND

TECHNOLOGY : _
0301 General scientific research : _
and training $1,405 $1,210
- 0302 Space science } :
0303 Space applications 1,688 1,780
0304 Supporting ppace activi- ‘
ties 1,655 1,549
Total , $4,728 $4,639

The General Science, Space, and Technology function in-
‘cludes all science and research programs of the Federal gov-
ernment directed toward man's general advancement of know-
ledge. This function includes the following:

--Space flight, space applications, space research and
technology, and supporting space activities.

--General science and basic research activities of the
National Science Foundation.

~-Weather forecasting and studies of the ocean and at-
mosphere.- .

0301 General Scientific Research and Training

This subfunction includes general scientific and basic
research programs, weather and technical services, and scien-
tific manpower development. Major agencies are the National
Science Foundation and the Department of Commerce's National
Oceanic and Atmospheric Administration (NOAA) and National
Bureau of Standards. '

28
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0302 Space Science

Thic subfunction includes all Rational Aeronautics and
Space Administration (NASA) programs directed toward'the ad-
vancement of scientific knowledge involving exploration of
-the sun and the planets as well as other related scientific
activities which are either manned or unmanned.

0303 Space Applications

This subfunction includes all NASA programs oriented
toward the utilization of space for practical purposes such
as weather monitoring, communications, and earth resources
surveys, as well as other related epplications activities
which are either manned or unmanned.

0304 Supporting Space Activities

Thie subfunction includes all NASA programs intended to
provide support for space science and applications, which in-
cludes space transportation systems, other launch systems,
and tracking and data acquisition services.

Discussion and comments

It was suggested that Manned Space Flight no longer _
characterizes NASA's basic mission; rather it is the perfor-
mance of a variety of specifically defined tasks. Conse-
guently, our proposal Jistributes the existing Manned Space
Flight subfunction to Space Science, Space Applications,
and Space Activities. ' '

: It was also suggested that a portion of NASA is pri-
marily related to providing a national defense and should be
identified separately. While we recognize that the same
. space programs result in important benefits to national se-

- curity, they are difficult to identify. 1In order to allo~
cate any portion of the NASA budget to National Defense,
the appropriation accounts would have to be allocated between
the fufctions.
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Budget
authority Outlays

(millions)

0430 NATURAL RESOURCES AND ENVIRONMENT:
0401 Flood Control and Irrigation $3,014 $3,026
0402 Land Management and Conser-

vation 1,984 1,771

0403 Recreational Resources 636 657
0404 Pollution Control and Abate-

ment 613 587

0405 Other Natural Resources 136 94

Total : $6,293 $6,135

The Natural Resources and Envircament function involves
the management and development of the Nation's fish, wildlife,
and recreation lands. This function includes the following:

--Pollution abatement and control.

~~Fostering of conservation practices on both public
and private lands.

'~-Development and operation of water and land recreation
areas,

--Development and managei.2nt of water resources.

0401 Flood Control and Irrigation

This subfunction includes technical and financial assist-
ance for watershed protection and maintenance, major erosion
and flood control projects, and irrigation projects. These
activities are conducted primarily by the Soil Conservation
Service in the Departitent of Agriculture, the Corps of En-
gineers in the Department of Defense, and the Bureau of Re-
clamation in the Department of the Interior.

0404 Land Management and Conservation

This subfunction includes the promotion of rural land
conservation, the protection and management of forest re-
sources, the management and conservation of Indian trust lands
and Federally owned public lands and minerals, coastal zone
management, and land and water surveys and mapping. This sub-
function primarily groups the land resource activities of the
Department of Agriculture's Scil Conservation Service and
Forest Service, the Department of Interior's U.S. Fish and
Wildlife Service, Bureau of Land Management, and Geological
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Survey, and the Department of Conmerce's NOAA (Coastal
Zone Management).

0403 Recreational Resources

This subfunction includes all programs primarily di-
rected toward the conservation, protection, and utilization
of sport fisheries and wildlife resources, including pro-
tecting endangered species, increasing and improving outdoor
recreation facilities, and preserving historic properties,
These activities are conducted primarily by the Department
of Interior's Bureau of Outdoor Recreation and the National
Park Service.

0404 Pollution Control and Abatement

This subfunction includes all pollution control and
abatement activities of the Environmental Protection Agency.

0405 Other Natural Resources

This subfunction includes all programs related to .
natural resources not accounted for elsewhere, including the
direction and administration of the Department of Interior;
the improvement of mining and metallurgy technigues; and the
development and conservation of helium reserves.

Discussion and comments

It was suggested that there is an essential trade-off

in allocating the Nation's resources between envircnment and
energy programs and that consequently they should all remain
grouped in the same function. On the other hand, it was also
pointed out that there is a need to emphasize growing national
concerns through separate classification at the functional
level. While we recognize the importance of maintaining com=-
peting programs in the same function, on balance we concluded
-that it was more important to identify energy as a separate
function. : ’ :
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Budget
authority Outlay

(millions)

0500 ENERGY:

0501 Energy Production $ 542 $1,412
0502 Nuclear Energy Research
and Development a/3,000 a/2,600
0503 Non-Nuclear Energy Re-
seatrch and .Develogment asl,300 a/l1,069
0504 Energy Conservation and
Requlation 392 404
Total $5,243 $5,485
a/Estimate.

The energy function contains all programs primarily
concerned with the supply and use of energy. It includes
the following:

--Research to develop new technologies and applications
of nucleur power, fossil fuels, and other energy
sources for nonmilitary purposesg,.

~-Production and marketing of power and fuels by gov-
ernment operations.

--Requlation of industries affecting the distribution,
supply, and use of fuels and energy.

--Promotion of energy conservation practices,

0501 Enerqy Production

This subfunction includes the construction, maintenance,
and operation of facilities to market electric power produced
by Federal facilities and the production of nuclear materials
for civilian power reactors. Enerqgy production activities
are carried out by the Energy Research and Development Admin-
istration, the Tennessee Valley Authority, and the power=-
related agencies, such the Rural Electrification Administration
and the Bonneville Power Administration.

U302 Nuclear Energy Research and Development

‘This subfunction includes the development of nuclear
energy resources and nuclear energy conservation research and
development projects and the reduction of environmental and
safety hazards resulting from nuclear energy source materials.

32
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Tnhoso activities are conducted primacily through the Environ-
mental Protection Agency and the Energy Rescarch and Develop-
ment Administration.

0503 Ndn‘Nuciear Energy Research and Development

This subfunction includes all programs primarily in-
tended to provide for the research and development of non-
nuclear enerqgy resources. It also includes nonnuclear re-
gearch and development directed toward conservation and
teduction of resultant environmental and safety hazards.
These activities are conducted primarily through the Energy
Regearch und Development Administration, the Department of
Interior's Bureau of Mines, and the Environwental Protection
Agency.

0504 Energy Conservation and Regqulation

This subfunction includes policy formulation and admin-
jgtration of programs primarily directed toward the conserva-
tion and requlation of energy. These activities are primarily
conducted by the Federal Energy Administration, the Federal
Power Commission, and the Nuclear Regulatory Commission.

Pigcugnjoen _and comments

There were a number of comments supporting the separation
of enervy Lrom the Natural Resources, Environment, and Energy
function because it is a growing national concern. It was
also suggested that a clear differentiation be made between
nuclear and nonnuclear enerqy programs, potsibly at the sub-
function lever. Our proposal recognizes the increasing inter-
" est in both energy in general and the distinction between nu-
clear and nonnuclear energy research and development in parti-
cular through their respective identifications as a separate
function and subfunctions.

Budget
authorivy Outlays

(millions)

0600 AGRICULTURE: :
0601 Farm Income Stabilization $1,102 $1,020

0602 Agricultural Research : 386 395

0603 Agricultural Setvices . 751 ‘ 265

Total, | $2,239 $1,680
3
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Tra Agriculture function includes all programs primarily
directed toward farm income stabilization and agricultural
production and marketing, This function includes the follov-
ing: . .

—-Agricultural commodity price and income support.

-~Promotion of production and marketing through re-
search, education, regulation, and services.

0601 Farm Income Stabilization

This sutfunction includes all programs intended to pro-
vide income protection for farmers related to overall program
management, agricultural commodity production, and indemnity
programs. These activities are conducted by the Department
of Agriculture's Commodity Credit Corporation, and the Agri-
cultural Stabilizaction and Conservation Service.

0602 Agricultural Research

This subfunction includes all programs dealing with the
conduct of agriculutral research and the dissemination of
research information. These activities are carried out pri-
marily through the Department of Agriculture's Agricultural
Research Service and the Cooperative State Research Service,

0603 Agricultural Services

This subfunction includes all programs dealing with
technical assistance and manpower development, extension edu-
cation, marketing improvement, agricultural statistics, econo-
mic analysis, protecting animals and plants from diseases and
pests, providing financial assistance to farmers, protection
of crops against hazards, and general planning and coordina-
tion of che Department of Agriculture programs. These activi-

- ties ave conducted primarily by the Departmeént of Agricul-

ture's Animal and Plant Health Inspection Service, Extension
Service, Statistical Reporting Service, and the Agricultural
Marketing Service.

Discussion and comments

There were several comnents supporting the separation of
Agricultural Research and Agricultural Services into two dis-
tinct subfunctions. Our proposal now contains two separate
subfunctions for these activities highlighting dlfferenceg in

~purpose and cllentele.
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Budgyet
authority OQutlays
{millions)
0700 COMMERCE:

0701 Advancement of Commerce £205 $200
0702 Regulation of Comnerce 243 243
0703 Small DBusineas Assistance 538 313
Total ' $986 $756

WL, forrmaondy

The Commerce function includes all programs concerned
with the promotion and regulation of commerce and industry.
fhis function includes the following:

w=Colloction and dissemination of sccial and economic

data which is not an integral part of another func-
tion,

==Aggistance to small business.

~=Rogulation of business.

070} Xxdvancement of Commerce

This subfunction includes programs for the colleccion,
compilation, and publication of demographic, economic and ..
aoclal statistics; activities which provide consumer infor-
matien on products and services, and the promotion and devel-
opment of commerce., The major agencies involved are the Le-
partment of Commerce's Bureau of the Census, the Domestic
and International Business Administration, the Ofiice of
Minority Business Enterprise, and certain government-
aponnored off-budget agencies, such as the Federal Deposit
Insutance Cotporation and the Federal Savings and Loan In-
sutance Corporation. !

0702 Regulation of Commerce

Thig subfunction includes copyright, patent, and trade-
mark roqulation and servicec; regulation of communications
industry businese practices; and regulation of secuvities
marketa and offerings including commodity futures trading.
1t includes the regulatory activities of the following
agenciess 'The Department of Housing and Urban Development's
(HUD's) Office of Interstate Land Sales.Registration, the
roderal Trade Commission, the Commodity Futures Trading Com-
migsien, the Securities and Exchange Commission, the Icderal
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Communications Commission, and the Department of Commerce's
Patent and Trademark Office. ' :

0703 Small Business Assistance

This subfunction includes the activities of the Small
Business Administration, which provides aid to small business,

Discussion and comments

There was concern expressed that this function was not
large enough in terms of dollar value to warrant a separate
functional status. Several possible combinations were sug-
gested. It is recugnized that relative dollar value is an
important consideration in functional classification, but
it should not be used as the only criterion for an otherwise
arbitrary combination. Commerce is an area with sufficient
ongoing interest to justify separate functional classifica-
tion. : :

It was also suggested that the existing Postal Service
subfunction should be an independent function. Our proposal
- highlights the increasing concern in this area by displaying
the Postal Service as a se¢parate function (1300),

Budget
authority Outlays

(millions)

08C0 TRANSPCRTATION:

0801 Ground Transportation : $ 9,610 $ 9,754
0802 Air Transpcrtation 2,773 2,715
0803 Water Transportation 1,624 1,642
06804 Other Transportation v 120 117

Total . ' $14,127 $14,229

The Transportation function covers most Federal support
to develop, maintain, or enhance transportation facilities
and cvstems. This function includss the following activities:

~=-Assistance to States for road construction and im-
provement and urban and rural transportation pro-
grams; : ‘

--Assistance to, and regulation of, railroad, air, and
water. transportation.
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0801 Ground Transportation

This subfunction inciudes programs intended to support
the development of the Nation's highway system, improvement
of railroad transportation systems, motor carrier and rail-
road transportation safety, construction of the National
Capital area's rapid rail transit system, and payments to
protected employees under the Regional Rall Reorganiczation
Act of 1973. This subfunction congiats of activities pri-
marily of the U.S. Railway Association; the Department of
Transportation's Federal Highway Administration, National
Highway Traffic Safety Administration, and Federal Railroud
Administration; and the Washington Metropolitan
Area Transit Authority.

0802 Air Transportoation

This subfunction includes programs for the operation
and maintenance of air traffic control systems; improvement
in aircraft safety; promotion and requlation of commercial
alr transportation; operation of National and Tulles Air-
ports; and improvements in aeronautical technology. The
agencies having primary responsibility are the Department
of Transportation'’s Federal Aviation Administration, the
National Aeronautics and Spacr Adminintration, and the Civil
Acronautics Board.

0803 wWater Transportation

This subfunction includes all programs primarily dJdi-
rected toward the promotion of our domestic shippiing industry;
the operation and maintenance of the Panama Canai and Saint
Lawrence Seaway; the operation and training of the U.S. Mer-
chant Marine; and the conduct of water transportation safety
duties of the U,S. Coast Guard. Included are the activities
of the Department of Commerce's Maritime Administration; the
Department of Transportation's Saint Lawrence Seaway Develop-
ment Corporation and the U.S. Coast Guard; and the Canal Zone
Government and Company. (See p. 38 concerning Corps of En~
gineers water transportation activities,)

0804 Other Transaportation

This subfunction includes the development and coordination
of national transportation prelicies and programs by the Depart-
ment of Transportation and the National Transportation Sarfety
Board and the regulation of interstate transportation by the
Interstate Commerce Commission.
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Discussion and comments

Because of increasing national concern for adeguate
transportation systems, there has been considerable support
" for a separate functional identification for Transportation
from the existing Commerce and Transportation function. Our
pronosal prov1des a separate functional category for Trans-
po:tation,

There were several suggestions to include the portion of
the activities of the Corps of Engineers supporting water
transportation in this function, instead of their present
classification in the Natural Resources, Environment and
Energy function. We agree that the Water Transportation
subfunction (0803) is the more appropriate classification.
However, in our proposal we have generally not split appro-
priation accounts; thus, those Corps activities remain in
the Flood Control and Irrigation subfunction (0401).

Budget -
authority Outlays
(millions)
0906 HOUSING: _
0901 Low and Moderate Income
Housing Assistance $17,163 $ 579
0902 Rural Housing 177 ~4A53
0903 Maintain Housing Mortgage
Market 975 830
Total $18,315 $ 956

The Housing function involves assistance to mortgage
credit institut’ons as well as home buyers and owners. This
function includes the following:

--Mortgage credit insurance for those families not ade-
guately served by the private mortgage market.

~-Assistance to low and moderate income families for
purchase, rehabilitation, or leasing of housing.

--Mortgage credit aid to lending institutions.

0901 Low and Moderate Income Housing Assistance

iy ‘~:,.,. .
This subfunction includes programs for prov1d1nq hous—”"
ing to low income families and discovering new processes for
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solving housing problems. The Department of Housing and Urban
Development has primary responsibility for conductlng these
programs,

0902 Rural Housing

This subfunction includes the Department of Agriculture's
Farmers Home Administration grant and loan programs for the
promotion of rural housing.

0903 Maintain Housing Mortgage Market

This subfunction includes mortgage and loan insurance
programs to help finance the promotion of residential
housing conducted by the Department of Housing and Urban
Development's Federal Housing Administration and the Federal
‘Home Loan Bank Board.

Discussion arnd comments

_ There were a number of comments received which supported
a separate functional category for Housing. Our proposal com-
bines the housing-related programs presently classified with
the Commerce function with thcose presently classified under
the Inconie Security function.

It was suggested that the programs presently classified
under the Community and Regional Development function should
- also be considered in the same function with the housing-
related programs. While we recognize that Federal programs
have many times simultaneously aldressed both problem areas,
we feel that the increasing rnoncern for each individual area
makes their separate classification desirable.

Budget
authority Outlays
(milliouns)
1000 COMMUNITY AND REGIONAL DEVELOPMENT:
1001 Community Development $3,568 $2,036
1002 Rural Economic Development ’ 346 209
1063 Regional Development 762 766
1004 Indian Assistance o ' 684 744
1005 Disaster Relief and Insurance - 291 540
Total ' $5,651 $4,295
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The Community and Regional Development function consists
of broad-based programs designed to foster the economic devel-
opment of communities, regions, and rural areas. This func-
tion includes the following:

--HUD programs for community development and urban re-
newal.

--Areas and regional development programs, such as rural
development under the Department of Agriculture.

~-Indian assistance programs operated by the Department
of Interior.

--Economic programs under the Department of Commerce
and the Appalachian Regional Commission,

~--Disaster relief and insurance programs.

1001 Community Development

This subfunction includes programs primarily intended
to provide for the development of communities, principally
through formula grants to State and local governments, and
through lcans to the District of Columbia for capital im-
provement projects. It would also include the public service
jobs programs, such as job opportunities and public works
acceleration,

1002 Rural Economic Development

This subfunction includes programs primarily intended
to provide for the economic development of rural areas. Its
major programs provide grants for rural water and wacte
disposal and rural development insurance.

1003 Regional Development

This subfunction includes programs primarily intended
to foster development of specific regional aceas of the
country. The major programs are for the Appalachian and
other Regional Commissions, the Trust Territories of the
Pacific, and the programg of the Economic Development Ad-
ministration designed to reduce the problem of unemployment
in economlcally depressed areas.
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1004 Indian Assistance

This subfunction includes all programs primarily intended
to develop and utilize Tribal resources, encourage business
enterprise development, and manage and administer the programs
under the Department ot Interior's Bureau of Indian Affai:s.

1005 Disaster Relief and Insurance

This subfunction includes programs primarily intended to
provide assistance to individuals, businesses, and State and
local governments in the event of an emergency or national
disaster, and to provide nationwide flood insuirance.

Discussicn and comments

There were a number of comments received supporting the
transfer of the Community Services Administration and ACTION
programs from the present Community and Regional Development
foanction to the Education, Training, Employment and Social
Services function. Our proposal includes these programs in
a new Sociai Service and Public Assistance functlon on the
basis that they are more directly related to it.

Budget

authority Outlays
(milliony)
1100 REVENUE SHARING:
1101 General Revenue Sharing $13,085 $13,091
1102 Other General Purpose Fiscal

Assistance B30 __ 830
Total - : $13,915  $13,921

The Revenue Sharing function consists of Federal aid to
State, local, and territorial governments that is available
for general fiscal .support or is available for distribution
among programs at the discretion of the recipient jurisdic-
tion. :

The function includes the following:

~~-General Revenue Sharing.

--Federal payment to the District of Columbia.
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--Shared revenue derived from certain taxes which are
distributed to the various States, Puerto Rico, and
territories., :

1101 General Revenue Sharing'

This subfunction provideslfiscal assistance to State
and local governments to meet their needs in accordance with
their relative priorities.

1102 Other General Purpose Fiscal Assistance

This subfunction provides general financial assistance
to the District of Columbia government, and also provides for
the return or matching of certain receipts to States and
localities, Puerto Rico, and the Virgin Islands.

Discussion and comments '

The functional content of our proposal does not differ
from that of the existing function. However, we have changed
the coding so that it will be displayed next to the Community
and Regional Development function to facilitate comparison
between alternative methods of funding State and local finan-
cial assistance programs.

Budget
authority Outlays

(millions)

1200 EDUCATION:
1201 Elementary and Secondary

Education $4,258 $3,436
1202 Higher Education 2,117 2,506
1203 Vocational and Adult Educa- v
) tion ' 539 672
1204 Research and General Educa-
tion Aids i 931 966
1205 Indian Education 286 289
Total $8,131 $7,869

The Education function contains those programs which
are primarily designed to promote the general extension of
knowledge and skills, from providing basic education through
increasing the opportunity for higher or continuing educa-
tion., This function includes the following:
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~--Assistance to elementary, secondary, vocational, and
higher education programs,

--Aid to education research and cultural activities.
~~-Assistance for Indian education.

1201 Elementary and Secondary Education

This subfunction includes all basic educational programs
from preschool through the high school level, including spe-
cial and disadvantaged education. It excludes vo-ational and
Indian education programs directed toward the elementary or
secondary level.

1202 Higher Education

This subfunction includes all programs intended to pro-
vide educational assistance at the postsecondary level. It
includes programs directed toward providing financial assist-
ance to students, and those providing direct support for
Gallaudet College and Howard University.

1203 Vocational and Adult Education

This subfunction includes all programs primarily intended
to provide increased educational opportunities for adults. It
includes programs directed toward the elimination of illiter-
acy and those providing career education, -including the ad-
vancement of teachers.

1204 Research and General Education Aids

This subfunction includes thosze programs directed toward
providing research or general services at all educational
levels. Among the programs included are:

--Congressional library services.

-~-General improvement of schools and libraries.

--Noncommercial broadcasting.

--Promotion and preservation of the arts, sciences,
and humanities (including the Smithsonian).

--Administration of education programs.
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LéUy Inulan bducation

This subfunction includes all programs primarily intended
to provide educational opportunities for Indians.

" Discussion and comments

Tae present function combines Education with Training,
Employment, and Social Services. Some concern was expressed
that this combination has given the mistaken impression that
the Education programs have shared proportionately in the
overall growth of this function during the past few years.
Our proposal would provide a separate functional category
for all Education programs.

There was also some concern expressed that there be an
adequate distinction made between those educational programs
primarily directed toward the general improvement of the in-
dividual, as opposed to those primarily directed toward job
placement. Our proposed Education function would include -
all prcgrams focusing on the general education of the indi-
vidual. Those vocational education programs primarily in-
tended to provide a direct increase in employment opportuni-
ties should be included in the propcsed Employment and Unem-
ployment Benefits function (1400).

Budget
authority Outlays

(millions)

1300 POSTAL SERVICE: :
1301 Public Service Operations $ 920 $ 920

1302 Reduced Rate Mail 485 485
1303 Accumulated Deficit and

Liabilities: 54 __.54

Total , $1,459  $1,459

Note: Numbers are ecstimates.

The Postal Service function involves the subsidy to
the U.S. Postal fService, which helps assure the continued
provision of mail services. It includes the following:

--Reimbursement for public service costs and revenua2.
losses. '

-~Former Post Office Department unfunded liabilities,

--Anticipated funds for debt reduction,
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1302 Public Service Operations

This subfunction consists of reimbursements for post
offices in small communities or rural areas which are not
considered to be self-supporting. :

1302 Reduced Rate Mail

This subfunction includes reimbursements for loss in
revenue associated with revenue foregone on free and reduced-
rate mail. It provides for mail service at reduced rates to
second- and third-class mailers and cartain other fourth-class
mail and nonprofit organizations and free mail for blind and
handicapped persons. It also includes costs to cover sched-
uled rate changes.

1303 Accumulated Deficit and Liabilities . . -

This subfuncticn includes liabilities of the former Post
Office Departmenc for injuries to employees and to postal em-
ployees for unused leave as of June 30, 1971. It also pro-
vides for future appropriations whose purpose is to reduce
the Postal Service's coperating deficit.

Di sc ssion and comments

The subsidy to the Postal Service has been elevated from
a subfunction under the Commerce and Transportation function

‘(400) - to a separate function. Our proposal initially separ-

ated the payment to the Postal Service from the Commerce pro-
grams and placed it in the General Government function. Sev—
eral comments were received which suggested the establishment
of the Postal Service as an independent function. After
further consideration, the Postal Service function was created
because it is a business~type enterprise rather than a aencral
overhead cost of the Federel Government.

Bindget
authority  Qutlays

(mi\lions)»

1400 EMPLOYMENT AND UNEMPLOYMENT BENEFITS:

1401 Unemployment Benefits ' $21,560 $21,860
1402 Job T:aining - 3,054 3,054
1403 Employment Services . 493 493
Total $25,107 $25,407
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The Employment and UnemiMNoyment Benefits function in-
volves assistance to individualSto become self-supporting
members of socliety and jnprove thdwguality of employment
life and unemploymont compensation payments provided by the
Federal Government, It includes the fNlowing:

--Unemployment compensation for worxers temporarily
out of work.

. --Administration of the unemployment compensation sys- :
tem. .

--Training secrvicen and income or support directly re=-
lated to employment.

--Special unemployment assistance to provide jobs.

--Other manpowor fervices and payments to States for
employment services.

——— — " 3T ot 2

This subfunction includes all programs administeted
by the Department of Labor primarily intended to provide
unemployment benefits or insuronce to gualified individuals
and to assist in - the administration of State unemployment
insurance programs. ‘Taxes levied on employzrs' payrolls
and advances ol Federal funds primarily comprise the Un-
employment Trust Fund. It also includes compensation paid
to unemployed Federal workers and veterans, for workers ad-
versely affected by trade policy, and special unemployment
assistance.

1402 Job Training

This subfunction includes all programs intended to
provide training and othor services necessary to facilitate
maximum employment opportunities and enhance self-sufficicncy,
It includes work incentives, training programs, and special
programs for the ccounomically disadvantaged, unemployed, or
underemployed.

1403 bmployment Services

This subfunction includes all programs to both increase
opportunities and improve standards related to employment
and the settlement of labor disputes
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Digeussion and comments

We received recommendations and support for splitting
the former Income Security function (600), conusisting of un-
employment benefit programs, retirement proqramg, and in-kind
asafatance and other public assistance programs, into three
new functiona., Splitting this function permits consideration
of the contributory programs, retirement and uncmployment,
geparately from the major noncontributory welfare programs.
The new functions are categorized as follows: Employmant
and Unenployment Benefits (1400); Socicl Services and Public
Aaaiatance (1500); and Retirement Benefits [1700)., .Sce
pp. 4U0=49 and 52 for further discussions of the other two
functions,)

“The primary mgpose of the new Emoloyment and' Unemploy-
nent Benslbite function SRR aded

ing or unemployment compeiizaticn £ar thosa““)~g:
are tempararily unemployed. Our approach is to u\f~
cmployiment benefits with certain job creation and Joh'\»aqn—
ing proyrama Crom OMB's Education, Training, Employment, &%
Social Beryvices function (500). These programs provide needed
job atimulua and training to facilitate the entry of the eco- o
nomivally disadvantaged into the 3job market and to prov1de
aﬁaintnnL¢ \0 individuals who are unemployed.

Budget :
authority Outlays

{millions)

150U SOCTAL SURVICES AND PUBLIC
AUBLHTANCE:

1501 Rebabilitative Services $ 1,040 $ 1,133
1H024 Food Assistance ; 6,832 6,796
1503 Other Public Assistance 15,647 15,693

fatal | - $23,519 $23,622

The Hocial Services and Public Assistance function con-
taing an array of human services for the less tortunate and
apecidal target groups. It includes the following:

»aApgiatance to States for social and rchabilitation
dgervices for the poor, handicapped, and others, to
promote greater independence;

==larvices and programs for the aging and other groups;
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--tood stoamps and other nutrition assistance;
~=Community services.

1501 Rehahilitative Services

This subfurction includes ali programs primarily
intended to promote personal independence for aged or dis-
abled individuals through rehabilitative services.

1502 Food Assistance

- This subfunction includes all programs primarily in-
tended to provide food and nutrition assistance to low income
iiraividuals or familics., This subfunction includes the food
stamp and the child nutrition progranms.

1503 Other Puhlic Assistance

This subfunction includes all proqrams primarily intended
to provide needy individnals with the necessary assistance and
services to attain or maintain an acceptable standard of liv~
ing. This subfunction includes supplemental security income
funding to assist the aged, blind, and disabled; aid to famj=-
lies with dependent children; the Community Services Adminig-
tration; and ACTION.

Discussion and comments

Our proposal splits the former Income Security function
(600) into three new functions: Employment and Unemployment
Benefits (1400); Social Services and Public Assistance (1500);
and Retirement Benefits (1700). The comments we have reccived
were generally supportive of this approach because it Lmproves
the present classification by providing an opportunity to focus
on major budgetary problems and priorities in each area. (Bee
Pp. 46 and 51 for further analysis of the other twc functiong.)

First, the Social Services and Public Assistance funetion
~groups together the public assistance programs from the Income
Security function (600) and the social services programs from
the Education, Training, Employment, and Social Services func-
tions (500). Second, it includes the transfer of the Community
Services Administration and ACTION from the Community and Reg=
gional Development function (450) because these agencies pro=
vide services that are more appropriately considered as human
resource trade-ofts against social service programs than as
physical resource trade-offs against community development

programs.
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Thitrd, the subsidized housing proarams are moved to the pro-
pored Housing function (0900).

The Social Services and Public Assistance function com-
bineg noncontributory welfare programs which have a "needs"”

test, L.e., public assistance and services to low-income
families and individuals.

Budget
authority  Outlays

(millions)

1600 HEALTH:

1601 Medicare $28,892 $27,731
1602 Health Research and
Development 2,155 2,162
1603 Hecalth Resource Develop- '
ment 516 797
1604 Control of Health Problems 1,251 1,488
1605 Indian Health Care Services ' 355 349
1506 Medicaid 10,001 9,001
1607 Other Health Care Services ___149 1,126
Total $43,919 $42,654

crer—

The Health function includes those programs that have as
their primary purpose the promotion of long lifc and life free
from disease or disability for our Nation's population, in-
cluding health insurance and access to medical care. This
function includes the following:

--Payments for the provision of hospital ahdvmedical serv-
ices such as Medicare for the aged and disabled and
Mcdicaid for the poor,

~-Programs which assist in the planning and development

~of health resources such as training profecssional
hecalth personnel and the construction of nealth facil-
ities.

--Proyrams for the prevention and coentrol of health prob-
lems such as public health service, environmental and

occupational health and safety, and consamer protec-
tion,

-=-Research into the causes and cure of disease.
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--Federal employee health insurance programs and varlous
health and safety inspection and enforcenent programs,

1601 Medicare

This subtunction includes all programs primarily intended
to provide hospital or physicians services on behalf of aged
or disabled individuals. This subfunction includes funds pro-
vided through the Federal Hospital Insurance Trust Fund and
the Federal Supplementary Medical Insurance Trust Fund.

1602 Health Research and Development

This subfunction includes all programs having the pri-
mary purpose of providing general medical research and related
services or biomedical or behavioral research related to the
prevention, treatment, or control of specific discases. Thisg
subfunction provides funding for the operations of the Na-
tional Institutes of Health. )

1603 Health Resource Development

This subfunction includes all programs having as their
primary purpose the development of professional health person-
nel or the prov1910n of adeguate health facilitics and plan-
ning.

1604 Contfol of Health Problems

This subfunction include¢s all programs having as their
primary purpose the protection of consumers from unsafe or
harmful foods, drugs, or other products; the prevention or
control of diseases; or the promotion of occupational health
and safety. The major agencies for which funding is provided
are the Animal and Plant Health Inspection Service; the ¥Food
and Drug Administration; the Ceonter for Disease Control: the
Alcohol, Drug Abuse and Mental Health Administration; the
Occupational Safety and Health Administration:; che Mining
Enforcement and Safety Administration; and the Consumer Pro-
duct Safety Commission.

1605 Indian Yealth Care Service

This subfunction includes all programs intended to pro-
vide medical care and public health services for Indiang,
primarily through the Indxan Health Service.
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1606 Medicaid

Tnis subfunction includes all programg primarily intended
to assist States in providing general health care serv1ces to
Individuals having low or moderate income.

1607 Other Health Care Services

The subfunction includes all programs whose primary pur-
pose is to provide general health care services through Com-~
munity Health Centers, Health Maintenance Organizations, and
Emergency Medical Service. It also includes the Public Health
Service and programs for the provision of health insurance for
Federal employees.

Discuasion and comments

1t was suggested that the Medicare and Medicaid programs
combined under the Health Care Services subfunction in the
prasent structure should be shown separately. Our propcsal
provides separate subfunctions for each of these major pro-
grams. It was also suggested that a separate subfunction be
established for Indian Health Care Services. Because of its
gize and scope, our proposal also provides a separate subfunc-
tien for Indian Health Care Services.

Budget
authority Outlays

{millions)

1700 RETIREMENT BENEFITS:

170) General Retirement $ 77,864 $ 76,734

1702 Disability Retirement 11,919 12,160
1703 Federal Employee Retirement

and Disability 16,938 11,179

Total $106,721 $100,073

The Retirement Bernefits function involves programs
which replace part of earnings because of retirement, dis-
ability, or death,of the breadwinner. It includes the fol-
lowing:

--0ld-age survivors and disability insurance.
--I'ederal employee retirement and disability.

~-Rallroad retirement.

\
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~--Special benefits for disabled coal miners.

1701 General Fetirement

This subfunction includes all programs that are pri-
marily intended to provide for general retirement benafits,
such as eligible participants under social security or raii-
road retircment programs,

1702 Disability Retirement

This subfunction includes all programs that are pri-
marily intended to provide for special retirement benefits
for work-related disabilities. This subfunction includes
funding for the Federal Disability Insurance Trust Fund
and special benefits for disabled coal miners.

- 1703 Faderal Employece Retirement and Disability

This subfunction includes all programs primarily intended
to provide benefit payments to retired Federal employees pri-
marily through the Civil Service's Retirement and Disability
Trust Fund and the Social Security Trust Fund. This subfunc-
tion also includes special retirement and disability funds
established in the Department of State (Foreign Service) and
the Department of Labor.

Discussion and comments

Our recommendation is to split the Income Security func-
tion into the Retirement Benefits function (1700) and the Em-
ployment and Unemployment Benefits (1400) and Social Services
and Public Assistance (1500) functions. (See pp. 47 and 48-49
for additional analysis of these functions.)

In response to our. staff study, it was recommended that
those threec functions proposed by us be combined again on the
basis that a legislative change in one of these programs will
usually affect the operations and funding in the others. An
important constraint upon such an approach is that the aagre-
gate dollar valuc of this all inclusive function represents
over one=third of the U.5. Budget.
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Budget
authority  Outlays

(millions)

1800 VETERANS BENEFITS AND SERVICES:
1801 Veterans Pensions, Disability

or Death Benefits $ 8,068 $ 8,060
1802 Veterans Life Insurance 970 - 750
1803 Veterans Education, Training C

and Rehabilitation ' 4,161 4,188
1804 Hospital and Medical Care '

for Veterans 4,425 4,510
1805 Veterans Housing (a) (a)
1806 Other Veterans Benefits and

Services 513 512

Total $18,137 $18,020

a/Less than $25 million.

The Veterans Benefits and Services funcuion consists of
programs providing benefits and services the eligibility for
which Is related to military service. The function includes
the following: :

-~Income security for veterans (principally pensions,
disability, compensation, and life insurance).

F«Education, training, and rehabilitation benefits f[or
veterans.

--Hospital and medical care for veterans,
--Veterans' housing assistance programs.

1801 Veterans Pensions, Disability or Death Benefits

This subfunction includes all programs providing compen-
datlon to veterans for military-service-connected disability
or death, or veterars' pensions for other than service-
connected disabiliiy or death. ' '

1802 Veterans [ife Insurance

Tiis subfunction includes all programs in the Voterans
Administration intended to provide life insurance for veter-
ang, :
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1803 Veterans Education, Training and Rehabilitaticn

This subfunction includes all programs in the Veterans
Administration intended %o provide post-Korean-conflict veter-
ans or their dependents with readjustment benefits or educa-
tional loans.

1804 Hospital and Medical Care for Veterans

This subfunction includes all programs that are primarily
concerned with the provision of medical care for veterans
(including medical and prosthetic research) which includes
funds for Veterans Administration Hospitals and related facil-
ities.

1805 Veterans Housing

This subfunction includes #ll programs intended to pro-
vide financial assistance to veterans for the acquisition or
improvement of housing.

1806 Other Veterans Benefits and Services

This subfunction includes all programs related to veter-
ans of military service which are not otherwise accounted for.
This subfunction includes funding for the administration of
the Veierans Administration; service-connected monuments,
memorials, or cemeteries; and the Soldiers' and Airmens'

Home.

Discussion and comments

Over the past few years there has been discussion of the
relative merits of having a separate function for veterans.
One view is that veterans are a recipient group, . and there-
fore should not be shown as a separate functional category.

On the other hand, veterans are viewed as having provided

a unique contribut.on because of their military service and
deserve special recognition ss a separate functional classi-
fication. Our proposal has retained a separate function for
veterans on the basis that it provides an immediate reference
point for an area which has maintained a high level of concern
over an extendcd wveriod of time. Our proposed function dif-

" fers from the existing Veterans function only in that ours
separztes the ex’3ting Income Security for Veterans subfunc-
tion into Veterang Pensions, Disability or Death Benefits, and
Veterans Life Insurance, An effective secondary coding system
will facilitate the consideration of special programs for
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veterans in conjunction with other programs for the population
as a whole (retirement, health, public assistance, etc.).

Budaget
authority Qutlays

(millions)

1900 LAW ENFORCEMENT AND JUSTICE:
1901 Federal Law Enforcement

Prosecution $1,731 $1,719
1992 Federal Judicial Activities 302 300
1903 Federal Correctional and

Rehabilitative Activities 299 279

1904 Law Enforcement Assistance
to State and Local Govern-

ments 708 840

1905 Legal Assistance to Indivi-
duals 80 83
Total $3,120  §3,221

The Law Enforcement and Justice function includes pro-
grams primarily concerned with the protection of life and
property from crime. This function includes the following:

~-Fedeval law enforcement and prosecution activitics.

--Judicial services.

--Rehabm™ itation and incarceration of criminals.

--Grants to State and local governments for promotion
of the general maintenance of domestic order.

1901 Federal lLaw Enforcement and Prosccution

This subfunction includes all programs having as their
primary purpose the enforcement of Foderal laws, including
the prosecution of suspected violators. This subfunction
provides funding for the general level activitics of the
Federal Bureau of Investigation, the Immigration and Naturali-
zatlion Service, the Drug Enforcement Administration, the
Secret Service, the Customs Service, and the Bureau of Alco-
hol, Tobacco, and Firearms.

1902 Federal Judicial Activities

This subfunction includes all programs having as their
ptimary purpose the operation and administration of the Fod-
eral judicial system. This subfunction includces funding for
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BEST DOCURIENT AVAILABLE



APPENDIX II ' : APPENDIX II

the Supreme Court, Federal Courts of Appeals, District Courts,
and various U.S. courts.

1903 Federal Correctional and Rehabilitative Activities

This subfunction includes all programs having as their
primary purpose the provision of correctional and rehabilita-
tive services. It provides funding for the operation and
maintenance of the Federal prison system, and for Federal
prisoners in non-Federal prisons. '

1904 Law Fnforcement Assistance to State and Local Governments

This subfunction includes all programs having as their
primary purpose the improvemeni of law enforcement through
financial or technical assistance to State and local govarn-
moents.,

1905 Legal Assistance to Individuals

Thigs subfunction includes all programs having as their
primary purpose the provision of legal services to individ-
uals financially unable to obtain representation elsewhere--
for example, the Legal Services Corporation.

Discussion and comments

) Our proposed function differs from the existing func-
tion by adding a subfunction, Legal Assistance to Individ-
vals., This is a new area which we feel represents a grow-
ing concern. : . :

It was also suggested that a.l activities of the judi=-
ciary branch, currently dispersed over four subfunctions,
should be combined under tne Federal Judicial Activities
subfunction, and that the existing Correctional and Rehabili-
tative Activities subfunction should be combined with the
Law Enforcement and Prosecution subfunction. Our proposal
has emphasjized the inclusicn of each program in the function/
subfunction mest directly related to its primary purpose,
without regard to administerinag organization. Consequently
our proposal does not combine all judicial activities under
a single subfunction. Because of the increasing interest
in law enforcement and related activities, it seems impor-
tant to have an increased number of more descriptive sub-
functions in this arca.
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Budget
authority Outlays

(millions)

2000 FINANCIAL OPERATIONS OF THE FEDERAL

GOVERNMENT:
2001 Revenue Collections $ 1,672 $ 1,659
2002 Maintaining Fiscal Operations - 332 332
2003 Pinancing Agency Debt - -
2004 Interest on the Public Debt 45,396 45,396
Total $47,400 $47,387

The Financial Operations of the Federal Government func-
tion provides for the financing of the operations of the Fed-
eral Covertrient. The function includes the following:

--Collecting revenues.

~-Maintaining fiscal operations,

--Financing agency debt.

' --Paying interest on the public debt.

2001 Revenue Collections

This subfunction includes the Internal Revenue Service

programs whose primary purpose is che collection and manage-
ment of revenues,

2002 Maintaining Fiscal Operations

This subfunction includes all programs whose primary
purpose is the administration of fiscal operations of the
Federal Government including the maintenance of fiscal rec-
ords, the manutacture and protection of coins, and the man-
agement cf Trecasury securities &ll within the Department
of Treasury.

2003 Financing Agency Debt

This subfunction provides funding for all programs hav-~
ing the primary purpose of financing intra~governmental debt.
It includes the Federal Financing Bank (presently an off-
budget agercy), established to coordinate and provide for
efficicrt financing of Federal borrowings from the public.
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2003 Interest on the Tublic Dcht

This. subfunction provides funding to the Department of
Treasury fcr the payment of interest on securities and sav-
ings bonds held by the public.

Discussion and comments

Our proposed function, Financial Operations of the Fed-
eral Government, combines the existing Interest function
with the General Government subfunction, Central Fiscal Opera-
tions. We are proposing a new function to highlight the costs
associated with the financial operations of the Federal Gov-
ernment.

Budget
authority Outlays

(millions)

2100 GENERAL GOVERNMENT:

2101 Legislative Functions $ 661 $ 661
2102 Executive Direction and
- Management 26 26
2103 General Property and Records
Management , 284 283
2104 Central Personnel Management 7,257 7,257
2105 Other General Government _.399 362
Total : $8,627 $8,589

The General Government function provides for the general
overhead costs of the Federal Government which cannot be rea-
sonably classified in any other functional category.

2101 Legislative Functions

This subfunction provides funds for compensation and
other operating expenses of the legislative branch of the
Federal Government, including supporting organizations such
~as the General Accounting Office, the Office of Technology
Assessment, the Congressional Budget Office, and the Library
"of Congress.

2102 txecutive Direction and Management

This subfunction provides funds for those programs having
as their primary purpose the direction and management of the
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executive branch of the Federal Government. It includes fund-

ing for the White House and the Executive Office of the Presi-
dent.

2102 General Property and Records Management

This subfunction includes all programs having as tncir
primary purpose the provision of buildings or office space,
supplies, and the maintenance of records. This subfunction

is administered primarily by the General Services Adminis-
tration.

2104 Central Personnel Management

This subfunction includes all programs which provide
for the management of Federal government personnel, pri-
marily, through the Civil Service Commission.

. 2105 Oﬁher General -Government

This subfunction includes all programs which cannot
be readily categorized within any other function or subfunc-
tion. The subfunction includes:
--The Federal Elections Commission.
~-General operations'of the Government Printing Office.
--Administration of U.S8. Territories.

--Settlement of claims against the Government.

Discussion and comments

Our proposed function for General Government differs
from that presently used by transfering the Central Fiscal
Operations subfunction to a new function, Financial Opera-
tions of the Federal Government. It was alsu suggested
that the Postal Service, presently a separate subfunction
under the Commerce func:ion, should be displayed with General”
Government. However, since the Postal Service is a business~
type enterprise and not an overhead-type cost of government,

our proposal provides a separate function for the Postal
Service. . :
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Budget
aunthority Outlays

{millions)

>2200 UNDISTRIBUTER OPFPFSETTING RECEIRTS:
2201 Employer Share, bkaployee

Retirement $ -4,468 $ ~-4,468

2202 Interest Received by Truat
Funds -8,373 -8,373
Total ' $-12,841  $-12,841

The Undistributed Offeetting Recelipts function involves
financial transactions that are deducted from budget authority
and outlays of the Buduet as a whole. 'Thess deductions ap-
pear in this functional catsgory when they cannot be appro-
priately related to a program activity or be spread by func-
tion in advance.

2201 Employer Share, Fwployee Retivement

This subfunction includes veceipts related to the em-
ployer share of ewptoyee tetirement {including both inter-
fund transactions and receipty from ot f-budget Federal agen-
cies).’ :

2202 Intereat Recojved by Trust Funds

This subfunction includes all interest received by
trust funds (trust interfunid i{nterest deposited into receipt
accounts).

Discussion and commenta

The present Undistributed Offacgtting Receipts function
also contains a category tor Renta and Royaltics on the Outer
Continental Shelf. These reveipta ave of a different nature
than the other offsetting teveipta carrvied in this function
in that the rents and royaltie# represent receipts from the
public while the other itews are payments between accounts
within the Government., 1t i3 appropriate to deduct these
internal transactiona {n order Lo avoid double-accounting.
That logic does not apply to Outer Continental Shelf royal-
ties. We believe that tho present treoatment of this item
causes an understatement oft both budaet authority and out=~
lays. We recommend that this be ¢orrected by treating the
royalties as budgetary veceipta inatead of an offset against
expenditures,
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APPENDLIN

COMPARISON OF PROPOSAL TO EXISTING FUNCTIONS

Existing OMB_Functions
050 NATIONAL DEPFLENSE:

051 Deparvtment of befense-
militacy

052 military asslstance

053 Atomic energy delense
activities

054 Defenye-trolated
activities

150 INTERNATIONAL APFAIRS:
151 Foreign ccononic and
financial assistance
152 Conduct of foreign
aftairs
153 Foreign intormation
and exchange acti-
vities
155 International finan-
' cial programs

250 GENERAL SCIENCE,
AND TECHNQLOGY:
251 General science and
basi¢ research
Manned space flignt.
Space science,

SPACE,

253

254

255 Supporting space
activities

( LRDA uranium enrichment
is moved to GAO function
0500.)

o BEST . TMENT AVAILABLE

applica-
tions, and technology

SAO_Proposal

0100 NATIONAL DEFENSo:
0101 Strategic Forces
0102 General Purpose Forces
0103 Intelligence and Qom-
munications
Airlift and Sealitt
Guard and Reserve orcoes
Research and bevelopinent
Central Supply and
Maintenance
Training and Other Gon-
eral Personnel Acti-
vities
Medical Activities
Administration and
Associated Activities
Military Assistance
Atomic Enrergy Defonse
Activities
Defense Related
vities
Military Retiremont

0104
0l0s
0106
0107

0108

0109
0110

0111
0112

0113 Acti-

0114

0200 INTERNATIONAL AFFALRS:
0201 Bilateral Developmont

Assistance _

Multilateral Develop-
ment Assistance

Conduct of Foreciyn
Affairs

Foreign Information
and Exchange Programs

International Finan-
cial Programs

10202
0203
0204
9205

030¢G GENERAL SCIENCE, SPACE,
AND TECHNOLCGY:
0301 General Scientific Re-
search and Traininy
0302 Space Science
0303 Space Applications
0304 Supporting Space
Activities
{NOAA's weather prediction {row
function 300 and the National
Bureau of Standards' techni-
cal services from functicn 400
are also included in function
0300.) :

!
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Existing OMB Functions

300 NATURAL RESOURCES,
ENVIRONMENT, AND EN&SRGY:
301 water resources and
. power
302 Conservation and land
management
303 Recreational resources
304 Pollution control and
. abatement
305 Energy
306 Other natural resources
(NOAA's weather prediction
service is included in GAO
function 0300.)

350 AGRICULTURE:
35) Farm income stabili-
zation
352 Agricultural research
and services

400 COMMERCE AND TRANSPOR-
TATION:
40) Mcrtgag-: credit and
thrift insurance
402 Postal Service
403 Other aavancement and
regulation of com-
merce
404 Ground transportation
405 Air transportation
406 Water transportation
407 Other transportation
(National Bureau of Standards'
technical and scientific
activities are moved to GAO
function 0300.)

62
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GAO Proposal

0400 NATURAL RESOURCES, AND En-

VIRONMENT:

0401 Flood Control and Irri-
gation

0402 Land Management and
and Conservation

0403 Recreational Resources

0404 Pollution Control and
Abatement

0405 Other Natural Resources

0500 ENERGY: .
0501 Energy production
0502 Nuclear Energy Research
and Development
0563 Non-Nuclear Energy Re-
search and Development
0504 Energy Conservation and
Regulation
(ERDA uranium enrichment acti-
vities from function 250 are
also included in GAO function
0500.)

0600 AGRICULTURE:
0601 Farm Income Stabiliza-
rion
0602 Agricultural Research -
0603 Agricultural Services

0700 CCMMERCE:
0701 Aadvancemeni of Com-

merce

0702 Regulation of Com-
merce

0703 Small Business As-
sistance

0200 TRANSPORTATION:
0801 Ground Transportation
0802 Air Transportation
0803 water Tcansportation
0804 Other Transportation
{The Regional Rail Transporta-
tion Account from function
600 and the Panama Canail
operating expenses from
function 800 are also in-
cluded in function 0800.)
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Existing OMB Functions GAO_Proposal
1300 POSTAL SERVICE:
1301 Public Service Opata~
tions
1302 Reduced Rate Mail
1303 Accumulated Deticit
and Liabilitics

0900 HOUSING:

090) Low and Moderatwe 1lo-
come Housing Annint -
ance

0902 Rural Housing

0903 Maintain Housing Mopt-
gage Market

(Low and moderate incomo ag-
sistance for purchase or
rehabilitation and HUD man-
agement activities f{rom funo~
tion 600 are also includud
in function 0900.)

450 COMMUNITY AND REGLONAL 1000 COMMUNITY AND REGIOQNAIL
DEVELOPMENT DEVELOPMENT ;.
451 Community development 1001l Community bevelop-
452 Area and reglonal de= ment
development 1002 Rural Economic pDu=
453 Disaster relief and velopment
insurance : 1003 Regional bDevelopmont
{ACTION and Community Hervice 1004 Indian Assistance
Administration are moved to 1005 Disaster Reliot and
GAO function 1500.) Insurance

(The Alaska Native Fund trom
function 800 is also in-
cluded in function 1000.)

500 EDUCATION, TRAINING, LM~ 1200 EDUCATION:

PLOYMENT AND SOCIAL 1201 Elementary and Secon-
SERVICES: ) dary Education
501 Elementary, #accondary, 1202 uigher Education
and vocational educa- 1203 Vocational and Aduit
tion Lducation
502 Higher education 1204 Reseacch and General
503 Reseacrch and nencoral Education Aids
education ajdy 120% Indian Education
504 Training and cmploy=
ment

505 Other lawvor uouvvices
506 Social servigen

T EOCUMENT AVAILABLE
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Existing OMB Functions

9550

600

{T'he
moved:

HEALTH:

. 551 Health care services

552 Health research and
- education

553 Prevention and control
of health problems

554 Health planning and
construction

%55 General health financ-
ing assistance

INCOME SECURITY
60) General retlromcnt and
disability insurance

602 {"ederal employee retire-

ment and disability
6U3 Unemployment insurance
604 Public assistance and
other income supple-
ments
tollowing activities are
Regional Rail
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GAO Proposal

1400 EMPLOYMENT AND UNEMPLOY-

MENT BENEFITS:

1401 Unemployment Benefits

1402 Job Training
1403 Employment Services

(The unemployment insurance

program and its administra-
tion from function 600 are
also included in fanctloﬁ

- 1400.)
1500 SOCIAL SERVICES AND PUBLIC
: ASSISTANCE:
1501 Rehabilitative Serv-
ices

1502 Food Assistance
1503 Other Public Assist-
ance

(Food stamps and other nutri-

tion assistance from func-
tion 600 and ACTION and
Community Service Adminis-
tration from function 450
are also included in func-
tion 1500.)

1600 HEALTH:

1601 Medicare
1602 Health Research and
Development
1603 Health Resource De-
velopment '
1604 Control of Health
Problems
Indian Health Care
Services
1606 Medicaid
1607 Other Health Care
Services

1605

1700 RETIREMENT BENEFITS:

1701 General Retirement

1702 Disability Retirement

1703 Federal Employee Re-
tirement and Dis-
‘ability

D@CLMENT AVAILABLE
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ExisLinﬁ UMb Poanetrons
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600 INCOME

SECURITY: (CONT.)

Transportation Protective Ac-

count to GAQ f{unction 0800;
low-and moderata=-income
ance for purchase or rehabi-
litation, and HUD management
activities to GAO function
0900; unemployment insur-
ance and its adaminigtration
to GAC function 1400; food
stamps and other nutrition
assistance Lo GAO function

1500; and HEw's departmental
activities to GAO fLunction
21C0.)

700 VETERANS BENLFITS

SERVICES:

701 Income security for
veterany

702 Veterans ocducation,
training, and ce-
habilitation

703 Hospital and medical
care Loy voeterans

704 vVeterans housing

705 Other vetoransg bene-
fits and gorvices

AND

LAW ENFORCEMENT AND

JUSTICE: .

751 Federal law onforce-
ment ahd prosecution

752 rederal judicial acti-
vities

753 Federal corvrvectional
and rehabilitative
activitien

754 Law enforcement
sistance

750

aAs—-

APPENDIX TII

assist-

1800 VETERANS BENEFITS AND
SERVICES:

1801 Veterans Pensiong,
Disability, or
Death Benefits

Veterans Life JIn-
surance

Veterans Education,
Training, and
Rehabilitation

Hospital and Medical
Care for Veterans

Veterans Housing

Other Veterans Bene-
fits and Services

1802
1803

1804

1805
1806

1900 LAW ENFORCEMENT AND

JUSTICE: v .

1901 Federal Law Enforce=-
ment and Prosecution

1902 Federal Judicial Acti-
vities

1903 Federal Correctional
and Rehabilitative
Activities

1904 Law Enforcement As-
sistance tu State
and Local Govern-
ments

1905 Lecaal Assistance
Individuals

to
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Existing OMB Functions

800 GENERAL GOVERNMENT:

801 Legislative functions

802 Executive direction and

: management

803 Central fiscal opera-
tions

804 General property and rec-

ords management

805 Central personnel manage-

ment

806 Other general government

807 Federal Financing Bank

{The following activities

are moved: Alaska Native
Fund to GAO function 1000
and Panama Canal to GAO
function 0800. Federal
Financing Bank and IRS
activities are moved to
GAO function 2000.)

850 REVENUE SHARING AND

GENERAL PURPCSE
FISCAL ASSISTANCE:
851 General revenue
' sharing
852 Other general purpose
fiscal assistance

900 INTEREST:

901 Interest on the
public debt

902 Other interest

950 UNDISTRIBUTED OFFSETTING

RECEIPTS:

951 Employer share, em-
ployee retirement

952 Interest received by
trust funds

Y53 Rents and royaltiles
on tle Quter Con-
tinental Shelf

66
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GAU Proposal

2100 GENERAL GOVERNMENT:

2101 Legislative Functions
2102 Executive Direction
and Management
2103 General Property and
Records Management
2104 Central Personnel
Management
2105 Other General Govern-
ment
(HEW's general departmental
activities from function
600 are also included in
function 2100.)

1100 REVENUE SHARING:

1101 General Revenue Shar-
ing

1102 Other General Purpose
Fiscal Assistance

2000 FINANCIAL OPERATIONS OF

THE FEDERAL GOVERNMENT:
2001 Revenue Collections
2002 Maintaining Fiscal

Operations
2003 rFinancing Agency Debt
2004 Intecest on Public Debt

(Federal Financing Bank and

IRS collection and compliance

activities from function 800
are included in function

2000.)

2200 UNDISTRIBUTED OFFSETTING

RECEIPTS:

2201 Employer Share, Em-
ployee Retirement

22C2 Interest Received by
Trust Funds
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DISCUSSION OF GENERAL COMMENTS

ON_S3TAFF STUDY

There were numerous comments on our staff study's
proposal of a revised function/subfunction classification
structurs, most of which related to specific functions or
subfunctions and are therefore incorporated in the detailed
analysis in appendix II. The major. general comments have
been grouped inte five categories for discussion purposes.

PROPOSED CLASSIFICATIONS

Comments

--The breaking up of certain functions is most helpful
' to both the Congress and the public in our attempts
to understand the contents of the Federal Budget.

--The GAO approach makes considerably more sense and

- permits improved understanding and easier identifica-
tion of programs as they relate to budget considera-
tions.

--Developing a classification system is essential to
the achievement of the ultimate goal of a single
budget information system capable of supplying the
executive and legislative branches with precisely
the same kind and quality of data. Evidence of the
progress on the part of GAO is welcome.

Discussion

The use of the functional categories unde. the Congres-
sional Budget Act of 1974 changes from one of displaying the
Budget to providing an effective framework for the Congress
in making budget decisions. -

The GAQ apprcach in making changes to the function/
subfunciion level attempts to recognize the need to assist
the Congress in evaluating competing national priorities. We
believe that an increase in the number of functions/sub-
functions is needed because the present categorization does
not provide sufficiently detailed information and in many
cases groups widely differing programs, '

o1 BEST DO \T AVALACLE
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GAO_ROLE
Comments

~=-The review of the classifications should be conducted
concurrently by the staffs c¢f the interested commit-
tees and agencies, operating under the general policy
guidance of their principals.

~--Agreement on chaanges should be reached after full
consultation w1fh the Approprlatlons Committees, GAO, »
and OMB, o

--It is hoped that adequate hearings might be held on
the proposals with public as well as congressional
participation.

-~The Budget Act is interpreted to place final
responsibility with the Comptroller General for making
any permanent changes in the functional classification
structure, including subfunctions.

ll;Cu% 1on

We have the lead responsibility to develop, establish,
publish, and maintain standard budgetary, fiscal, and
program-related classifications and codes under section
202(a)(2) of the Legislative Reorganization Act as amended
by the Congressional Budget Act of 1974, Section 802 of
the act specifies that "any change in the functional cate-
gories * * * shall be made only in consultation with the Com-
mittecs on Appropriations and the Budget * * *," We have
consulted with the Congressional Budget Office, the Budget
Committees, and the Appropriations Committees to evaluate
the present functional budgetary classification structure
in relation to the congressional budget process. We pro-
pouse only those changes which substantxally improve the
prosent structure,

The budget functional classification is an evolutionary
matter, and our role will be to continually consult with the
committees and individuals involved in the new budget proc-
DRI )

IMPLEMENTATION

Commenta

~-Any major changes in the functional classificatiors
should be postponed until the fiscal year 1979 Budget.

68
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--The proposed changes do not offer substantial enough
advantages to compensate for the loss resulting from
the break in continuity from the current system,.

The House Budget Committee created a task force whose
duties included recommending changes to the present func-
tional categories in fiscal year 1978. The Senate Budget
Committee advised us that major changes should be deferred
until the fiscal year 1979 Budget, and the Senate Committee
on Rules and Administration advised us that the presently
proposed changes do not otfer advantages which are sub-
stantial enough to compensate for the loss of continuity
which changing the current system would cause.

We have weighed these important considerations and
have found that the functional and subfunctional categories
proposed by the House Budget Committee task force working
paper are very similar to our own thinking at this stage.
We are not proposing any change in the fiscal year 1978
Budget. We are recommending that budget authority and out-
lays be presented according to our proposed structure in
addition to the current structure, so that the Congress
while working with the Budget could consider whether those
changes (or others) are desirable.

As previously indicated, we recommend that OMB conduct a
trial run for the fiscal year 1978 budget presentation using
the budget classification structure which we propose. We
share OMB's concern that our proposals may not take intc ac-
count data limitations that would make implementation some-
what difficult, e.g., the National Defense subiunctions.

The trial run will provide the necessary experience and a
transition period prior to making mandatory changes in the
fiscal year 1979 budget presentation. Also, it will provide
a forum for the Budget, Appropriations, and Authorization
Committees to consider other changes to the budget structure,
while at the same time providing continuity for the present
structure. In addition, it will allow the Congress to become
acquainted with possible changes on other than a "crash
basis."

In our coordinaticon and consultation capacity, we plan
to continue to recommend changes based on future suggestions
from committees and others. This effort is vital in order
to fulfill the requirements of title VIII for a standard
structure for the fiscal year 1979 Budget.
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CRITERIA
Comments

--Develop a revised classification structure that will
meet the requirements with respect to section 601 of
the Congressional Budget Act; i.e., national needs,
agency missions, and basic programs.

--Develop standard subfunctions that would apply to all
or most of the functions defined following a definition
of what constitutes a function of government. A three-
level siructure that systematically reflects the
"what,"” the "how," and the "who" features now mixed in
the presant structure should be considered.

--Agreement on a "framework of principles or general
concepts" chould be reached before attempting to re-
vise the existing functional classifications.

Discussion

" The structure proposed in this report incorporates a
number of specific changes to our preliminary proposal which
were recommended by the committees who have reviewed it.
This effort primarily involves adjustments to the vresent
structure to meet the requirements of title VIII by grouping
appropriations fund accounts with similar prior‘ties and
. objectives at the subfunction category level.

The proposed increase in the number of subfunctions
appears to better meet the Budget Committees' deliberative
and analytical needs. For example, relative to the fiscal
year 1977 budget process the House Budget Committee used
"major programs" and the Senate Budget Committee used
"major program elements." Consistency is needed when
addressing function subdivisions, which should be aggre-
gates of similar Federal programs.

Our proposed structure consists primarily of agqgrega-
tions ol appropriation or fund accounts by subfunctions and
functions. Our experience has shown that in order for a
more theoretically sophisticated approach to be meaningful
a better statement or identification of programs within
the accounts is necessary. Both the Congressional Budget
Office and we are currently working in this area.

We believe that a trial run for fiscal year 1978 is
a realistic approach in order to gain acceptability and
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preclude a drastic change to the system which might create
numerous problems. The development of a purpose-oriented
structure, as reaguired by section 601 of the act for fis-
cal year 1979 budget presentation, should be a parallel
effort with changes incorporated on the basis of what can
be accomplished. The tvial run should provide a focus and
experience for changes in the budget structure for fiscal
year 1979, whether for title VIII or title VI purposes,

Clearly, budget funcitional classification is an
evolutionary matter. We :r=cognize that no classification
structure will satisfy all rarties for all time. Our role
will be one of continuing reviaw and consultation with
the committees to assist in making necessary changes in
the clessifications.

LINKAGES

Comments

--The budget presentation should be made to serve both
the appropriation and authorization accounts (commit-
tees). The GAO staff study still will regquire con-
siderable effort on the part of the legislative com-
mittees in translating autnorization data into func-
‘tional classifications.

--Gn through the "crosswalk" procedure on the basis of
the present structure because (1) it may provide ad-
ditional information about the relationship between
functional classifications and committee jurisdiction
and (2) may suggest additional changes in functions.

Discussion

We are currently assisting both the Appropriations and
Authorizing Committees by developing "crosswalks" between
functions/subfunctions and the appropriations fund accounts,
and the programs as the committees preceive them. Our ef-

-forts include the development of information requirements

documents with appropriate structures for providing improved
information from the agencies. This usually results in sup-
plemental reports from the agencies in order to meet the
comnittees' information needs. Future plans for expediting
this process include developing criteria and prescribing
guidelines for sgencies to follow. Current work for the
authorizing committees includes building a legislative clas-
sification system according to programs and their specific
statutory authority which will help focus on the programs

in relaticn to kudget functions/subfunctions.
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