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I. THE BUDGET MESSAGE OF THE
PRESIDENT

To the Congress of the United States:

I am pleased to present the Budget of the
United States Government for Fiscal Year
1992.

The budget is consistent with the 5-year def-
icit reduction law enacted last fall. It rec-
ommends discretionary spending levels that
fall within the statutory caps for defense,
international, and domestic discretionary pro-
grams. It implements the entitlement savings
and reforms enacted in the Budget Agreement.
It conforms to the new pay-as-you-go require-
ments.

By holding the overall rate of growth of Fed-
eral Government spending to approximately
2.6 percent—below the inflation rate—the
budget puts into effect the concept of a “flexi-
ble freeze,” which is an essential means of
bringing the budget into long-term balance.

The longest period of peacetime economic ex-
pansion in history has been temporarily inter-
rupted. We can, however, return to growth
soon—and proceed on the path to a new era
of expansion. With that goal in mind, the
budget places special priority on policies that
will enhance America’s potential for long-term
economic growth, and that will give individuals
the power to take advantage of the opportunity
America uniquely offers.

To this end, I am again proposing tax incen-
tives to increase savings and long-term invest-
ment.

On the spending side of the budget, the ex-
istence of a cap on domestic discretionry out-
lays rightly creates a competition for resources.
Priorities must be set. This budget proposes
that domestic investment be increased in the
following key areas:

Education and Human Capital.—The
budget proposes investments to prepare chil-
dren better for school, to promote choice and
excellence in our educational system, to im-
prove math and science education, and to in-

crease the access of low-income Americans to
higher education.

Prevention and the Next Genera-
tion.—-The budget includes proposals to help
reduce illness and death from preventable dis-
eases, and to reverse the long-term trend of
underinvestment in children.

Research and Development and the
Human Frontier.—The budget recommends
an increase of $8.4 billion in the Federal in-
vestment in research and development, with
special emphasis on basic research, high per-
formance computing, and energy research and
development. It proposes to extend perma-
nently the tax credit for research and experi-
mentation to encourage private sector R&D in-
vestment. In addition, the budget reflects the
Administration’s continued commitment to ex-
panding human frontiers in space and bio-
technology.

Transportation Infrastructure.-The bud-
get supports an expansion of the Federal Gov-
ernment’s investment in highways and bridges
to over $20 billion within 5 years, and pro-
poses substantial increases to improve the con-
dition of the Nation’s airports, to modernize
the air traffic control system, and to continue
to develop the transportation infrastructure for
exploration and use of space.

America’s Heritage and Environmental
Protection.—-The budget includes increased
funds for the expansion and improvement of
America’s treasury of parks, forests, wildlife
refuges, and other public lands; for the imple-
mentation of the Clean Air Act and other key
environmental statutes; for the cleanup of pol-
lution at various Federal facilities and at
Superfund sites; and for protection and en-
hancement of coastal areas and wetlands.

Choice and Opportunity.—The budget pro-
vides: funds to help give parents greater choice
in child care, health care, education, and hous-
ing; the resources to allow all Americans, espe-
cially those with low incomes, to seize the op-
portunities that such choice provides; and a
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proposal to establish Enterprise Zones to bring
hope to our inner cities and distressed rural
areas.

Drugs and Crime.-The budget further in-
creases the Administration’s investment in
drug prevention, treatment, and law enforce-
ment. And the budget substantially increases
the resources available to help the Federal Bu-
reau of Investigation fight crime, the Federal
prosecutors prosecute criminals, and the Fed-
eral prison system accommodate those con-
victed of crimes.

To make such investments possible, the
budget includes recommendations to terminate
or reduce Federal investment in certain low-
return programs, and proposes reforms to slow
the continuing growth of mandatory entitle-
ment programs and to increase fairness in the
distribution of the benefits these programs pro-
vide.

In addition, the budget contains a new pro-
posal to fund various programs now carried
out by the States through a comprehensive
block grant. The States are continuing to de-
velop new and innovative ways to deliver serv-
ices more effectively. The budget not only high-
lights several of these innovations; it proposes
to reinforce and build upon them.

The budget contains several proposals that
reflect my commitment to managing govern-

ment better. These include measures to im-
prove accountability, to reduce waste, to re-
form regulation, to employ risk management
budgeting in addressing threats to health and
safety, and to set clear objectives and measure
performance in meeting them.

Finally, consistent with the statutory caps
enacted last year, the budget provides the re-
sources necessary to maintain national secu-
rity, and to better advance American interests
abroad. As the budget goes to press, the timing
of the resolution of the multinational coali-
tion’s efforts to reverse the aggression in the
Persian Gulf is uncertain. For this reason, the
budget reflects only a placeholder for Oper-
ation Desert Shield. A supplemental request
for the incremental costs of Desert Shield,
which includes Desert Storm, will be for-
warded to the Congress in the coming weeks.

The priority investments embodied in this
budget will help America prepare for the re-
quirements and opportunities presented by a
rapidly changing world. I look forward to
working with the Congress in developing a
budget that lays the groundwork for a brighter
future, protects our national interests, and
helps create the conditions for long-term eco-
nomic growth and prosperity.

GEORGE BusH
FEBRUARY 4, 1991
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II. DIRECTOR’S INTRODUCTION AND
OVERVIEW TABLES

A SOMBER MOMENT—BUT
WITH HOPE FOR A NEW ORDER

Last year’s budget was published in an his-
torical context that bordered on the euphoric.
Its introduction noted:

State-centered, command-and-control systems
seem to be decomposing.... Liberated celebrants
have cheered the opening of the Berlin wall and
the decline of communist dictators. So too have

liberated Panamanians celebrated the fall of the
dictator in near-by Panama....

This is not small stuff. It is another giant leap
of the human spirit yearning to breathe free.

The introduction, then, went on to lament:

Yet this great historical shift has been almost
trivialized in its translation into public debate
about the budget. The issue has been framed as:
“How big is the ‘peace dividend’' ?"-—and, in effect,
“How can I get mine?”

This year’s budget goes to press at a more
somber moment, when the fragility of peace
has again been made painfully evident. In Au-
gust, a militaristic dictator brutally invaded
a peaceful neighbor. He refused to conform to
international norms established by the United
Nations. He destabilized a region that is vital
to the global economy—a region which, for too
long, has been the victim of conflict.

As a result, suffering has increased within
the region and throughout the world. Innocent
people have been hurt. Economies have weak-
ened. Allied military action has been under-
taken as a last resort to enforce the resolutions
of the United Nations. The early action has
gone well. But precious lives have been lost.
The poignant human costs of protecting free-
dom and the civilized rule of law have again
been made clear.

Yet, although the moment is somber, there
is cause for hope.

The liberation of Kuwait has begun. But of
more far-reaching significance is this: With
U.S. leadership, the global response to the

Iraqi invasion has the potential to set a favor-
able precedent for the post-Cold-War era—
what the President has termed a New World
Order.

At home, the Iraqi invasion of Kuwait has
caused obvious economic difficulties. Oil prices
were driven up for several months. Long-term
interest rates reflected a risk premium. In the
face of uncertainty, consumers and investors
have understandably held back. The resulting
economic slow-down has taken its toll. And the
problem of the fiscal deficit has thus been
compounded by the effects of the crisis in the
Gulf.

Yet in this somber domestic picture, too,
there is cause for hope. The move toward satis-
factory resolution of the Gulf crisis is un-
equivocally positive for the domestic economy.
And the residual fiscal crisis, though regret-
table, has the potential to foster—even to ac-
celerate—domestic reform. Within the frame-
work of the 1990 Budget Agreement, construc-
tive reforms can be framed. Though less grand
than a New World Order, steps toward a new
domestic order can continue to be advanced—
at least at the margin of practicable change.

It is in this spirit thet the new budget is
presented.

This introduction:
e reviews the deficit outlook;
¢ outlines a reform agenda; and

e discusses the need for a new conception
of “program life cycles”—within the frame-
work of the 1990 Budget Act.

THE DEFICIT OUTLOOK—
WORSE BEFORE BETTER

The new budget is for fiscal years 1992 and
beyond. For each of these years, the consoli-
dated deficit estimate promises to be better

Part One-7



Part One-8

THE BUDGET FOR FISCAL YEAR 1992

than the year before. The projected deficit goes
down by $37 billion from 1991 to 1992. It
reaches balance by 1996. (See Table II-1.) As
a percent of GNP, it declines from 5.7 percent
(near the recent high of 6.3 percent in 1983)
to roughly 1 percent in the mid-1990s. The
longer-term trend is favorable by several dif-
ferent measures of “the deficit.” (See Chart
II-1). But the inescapable reality of the near
term is: the deficit outlook is not good.

The consolidated deficit for the current fiscal
year, 1991, is estimated at $318 billion. This

includes $30 billion in budget authority and
$8 billion in outlays (net of foreign con-
tributions) as a placeholder for the incremental
costs of Operation Desert Shield. This does not
fully cover the additional costs of actual com-
bat, however. With substantial foreign con-
tributions, the adverse financial effects on the
United States should be mitigated. But neither
full costs not total contributions can be reliably
estimated as the budget goes to press.

Even without the full net costs of Desert
Shield (which includes Desert Storm), this

Table II-1. DEFICIT ESTIMATES, 1991-1996

(In billions of dollars)
1991 1992 1993 1994 1995 1996
Consolidated Baseline .........c.cccoceereereenvenernnneceeccee e enene -310.3 -2849 -212.3 -67.5 -12.1 14.1
Consolidated Baseline with pessimistic economics .............. -336.1 -326.0 -262.1 -126.3 -75.3 —61.4
Consolidated Policy -318.1 2809 -201.5 -61.8 -2.9 19.9
Policy excluding Social Security -378.6 -3433 -2749 -151.1 -106.8 -101.9
Policy excluding Deposit Insurance -206.6 -1928 -157.3 -99.9 —45.3 -10.0
Policy excluding Social Security and Deposit Insurance ..... -267.1 -255.2 -230.7 -189.2 -149.1 -1318

Chart ll;1. DEFICITS AS A PERCENT OF GNP

PERCENT
7
POLICY EXCLUDING
e SOCIAL SECURITY
| o e
e T CONSOLIDATED BASELINE WITH
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1991 deficit estimate represents a substantial
deterioration relative to the 1990 deficit of
$220 billion. It is worse than was estimated
last summer, by both the Administration and
the Congressional Budget Office, during the
Budget Summit negotiations. And it is far
worse than the baseline deficit estimated a
year ago.

The two largest elements of this deteriora-
tion for 1991—each far greater than all others
combined—are:

e an increase of $105.5 billion in estimated
outlays for thrift and bank insurance (part
of which is due to a change in accounting
treatment); and

e a decrease of $87 billion in estimated re-
ceipts (principally due to a weaker econ-
omy).

The longest period of peacetime economic
growth has been interrupted. Revised economic
assumptions now reflect two consecutive quar-
ters of negative real growth—the fourth quar-
ter of calendar year 1990 and the first quarter
of calendar year 1991. (See Table III-1)

This temporary economic downturn was not
assumed last year by the Administration or
by most outside economists. Indeed, it was not
the result of ordinary causes. It did not start
as a turn of the “business cycle.” Inventories
were relatively low. And it was not a correction
for “overheating.”

Among the principal causes of the weaker
economy were a combination of the following:

¢ monetary policy, which for an extended pe-
riod (roughly two years) remained on the
tighter side of its target range—not seek-
ing to halt real growth, but slowing
growth out of concern for inflation and dol-
lar weakness;

»

¢ the “credit crunch”—as the banking sys-
tem (both banks and regulators) struggled
to react to the S&L experience, new cap-
ital requirements, problems in the real es-
tate market, and fears of a more general
slowdown; and,

¢ perhaps most significantly, the multiple
adverse economic and psychological effects
of the crisis in the Gulf (as noted above).

The return to healthy economic growth-—and
the associated improvement in the deficit—as-
sumes, and probably requires:

¢ improvement in all three areas—the Gulf,
the financial system, and monetary policy;

e adoption of the growth-oriented policies
noted in the President’s Message and dis-
cussed further below; and

e full implementation of the 1990 Budget
Agreement—-which reduces the previous
baseline deficit by $72.9 billion for 1992
and $138.1 billion for 1995.

As always, there is a risk that these are
excessively hopeful assumptions. But with the
new Budget Agreement, the risk is arguably
lower than in previous years.

Prior to enactment of the Agreement’s proce-
dural reforms, there were incentives for the
Administration to err in the direction of rosy
projections. There were related incentives for
the Congress first to criticize these projections
(visibly) and then to adopt the same projec-
tions (invisibly). Now, these perverse incen-
tives have been reduced.

For this and other reasons, the Administra-
tion’s projections are closer to mainstream
thinking. The calendar year 1991 real growth
forecast is almost identical to the current con-
sensus forecast of the “Blue Chip” economic
experts, and is actually below that of the Con-
gressional Budget Office (CBO). The long-term
growth forecast, although higher than that of
CBO, is nonetheless below America’s post-
World-War-II average. Thus, the deficit out-
look presented here may be judged to be more
credible than in the past.

Unfortunately, however, this does not nec-
essarily mean that it is correct. Even in the
best of times, macroeconomics is a highly fal-
lible “science.” (Macroeconomists are often clos-
er to each other than to reality.) And as this
budget goes to press, there are crucial un-
knowns: the timing and character of events
necessary to resolve the crisis in the Gulf.
These are fundamentally relevant uncertain-
ties. Much will turn on them.

So Chapter III, “Economic Assumptions and
Sensitivities,” bears special attention. It dis-
cusses the extent to which the deficit outlook
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should be modified if one wishes to use dif-
ferent economic assumptions.

REFORMIST STEPS—TOWARD A
NEW DOMESTIC ORDER

Whatever one’s economic assumptions,
America nonetheless can—and must—continue
its historic mission: protecting freedom, accel-
erating innovation, assuring fairness, increas-
ing growth and opportunity, while limiting the
expansion of intrusive and inefficient govern-
ment. The President’s 1992 budget limits the
growth of Federal spending to 2.6 percent—
less than the inflation rate. Within this limit,
it nonetheless helps advance the process of
American renewal. The budget proposes reform
measures in each of the following domestic
areas:

(1) Education Reform

The United States spends more per student
on education than almost every other country
on earth. Yet, the average performance of
American elementary and secondary school
students on internationally administered tests
is disgracefully low. The performance is below
that of America’s major trading partners. It
falls consistently near the bottom. The current
system unnecessarily holds young people back,
holds workers back, and holds the Nation
back. Clearly, more of the same cannot be ac-
ceptable.

In coordination with the Nation’s Governors,
the President has initiated an ambitious na-
tional reform effort. Consistent with that re-
form effort, the budget gives special emphasis
to increased investment in child care (includ-
ing almost $10 billion in tax credits and $732
million for the new child care block grant),
Head Start ($2.1 billion), compensatory edu-
cation ($6.4 billion), mathematics and science
education ($1.9 billion), and the measurement
of results.

To accelerate the more basic reforms that
are necessary, the budget provides $690 mil-
lion for a new Educational Excellence Act.
And, perhaps most importantly, it encourages
increased parental choice through: dem-
onstration grants, greater flexibility for States,
an information clearinghouse, and a new in-
centive fund for States and localities that

adopt choice-oriented certificate programs.
Greater choice would help foster a more mar-
ket-like system and hold schools more account-
able for performance. It is only with perform-
ance-based choice that more fundamental re-
form is likely to be achieved. (See Chapters
IVA and VA)

(2) Research and Development

America’s long-term position internationally
and the potential for improvement in life at
home depend fundamentally upon investment
in a strong R&D base. Unfortunately, short-
term claims and pressures often tend to drive
out long-term investment. R&D is especially
vulnerable in both the public and private sec-
tors. Since the 1960s, investment in civilian
R&D, particularly, has experienced a trouble-
some decline as a percent of GNP. To counter
these tendencies, the President’s budgets have
sought to protect and increase R&D invest-
ment—without having the government cross
the line into the problematic area of “indus-
trial policy.”

This budget proposes to make the R&D tax
credit permanent in order to encourage more
private R&D; while it also increases the direct
Federal investment to $76 billion for 1992—
up $8.4 billion to the highest level ever. Basic
research would increase to $13 billion, with
pathbreaking efforts that range from high-en-
ergy physics to what promises to be one of
the most important and far-reaching research
projects in human history: the Human Genome
Project. In applied civilian R&D, exciting in-
vestments range from materials processing, to
biotechnology, to high-speed rail transport and
electric battery technology, to high perform-
ance computing. This investment in R&D un-
questionably has the potential—in time—to
bring radical improvement in the quality of
human life across-the-board. (See Table I1I1-2
and Chapter IV.C.)

(3) Financial Sector Reform

The S&L crisis was a central focus of reform
last year. This year, public attention has
begun to shift to the risks associated with
banks. While the analogy with S&Ls is not
appropriate, there unquestionably are risks.
From a budgetary perspective, they are re-
flected in the baseline projection for the Bank
Insurance Fund. In the absence of remedial
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Table 1I-2. ENHANCING RESEARCH AND DEVELOPMENT AND
EXPANDING THE HUMAN FRONTIER—HIGHLIGHTS
(Dollar amounts in millions)
Budget Authority
1991 1992 Dollar Percent
Enacted Proposed change change
Basic Research
Doubling the!NSE budRel ...cvciivimsesiim soniensasmesmisssesssmmassystamseass 2,316 2,722 +406 +18
Increasing Basic Biomedical Research at NIH ........cccocovvvveieciivinccnncnenns 4,634 4,968 +334 +7
Human Genome Project .......cooeeiniiniecinnncniennienienseneseesere e enseseaans 135 169 +35 +26
Agricultural Research Initiative .........c..cccceinevcniiiiininniniiniicneens 73 125 +52 +71
Superconducting Super Collider ..........vveerienieereceeneereesenesreeeseeneereeseenennens 243 534 +291 +120
Applied Research

High Performance Computing and Communications ..........ceceveemieciennine 489 638 +149 +30
Energy RED ..ot et e e 676 903 +227 +34
Advanced Manufacturing and Materials ..........ccccoceeeecveeenieiiiiieeniveeesinnnn 1,316 1,310 -6 _
HIV/AIDS) vt et e e e e s e =1 1,152 1,210 +58 +5
Moving Fusion Energy from Science to Engineering .......ccccccooevovvenninnnns 275 337 +62 +23
ASTONAULIEE RED ...c..iioiversecmscviinosiosssamssossmsesssssommssossoss ssesssssvorsivse steovmsseuiss 482 543 +61 +13
Expanding R&D at the National Institute of Standards and Tech-

YOO s e e e e v eriaees 215 248 +33 +15
Maintaining National Security: Defense R&D .......c.ccovvvviniicineninninennn 37,783 43,247 +5,464 +14
Expanding the Geographic Frontier: Space Exploration

Space Transportation Infrastructure ... 4,801 5,517 +716 +15
SpacelStIence! w i mn e e A A 1,774 2,141 +367 +21
Mission to Planet Earth (Global Change) .........ccccocviciviniiiciviniinciceenne 954 1,186 +232 +24
Mission:EromePlanettEaftht ~...commiiminianeiaimeniinisim i mniant s 2,199 2,470 +271 +12
Expanding the Human Frontier through Biotechnology ........cccccevveecuennnne. 3,788 4,107 +319 +8

legislative action, the Fund balance would turn
negative in 1992. (See Chapter VIILA.)

But the issues involved are far broader than
merely the accounting status of the Bank In-
surance Fund. Financial markets have become
global. So has competition in financial services.
Technological advances have changed both the
character of services and of service-providers.
Yet, the legal and regulatory framework at-
tempting to govern the American financial
service sector has not adapted. It is outdated—
as will be many American competitors if the
framework is not modernized.

With this problem in clear view, the Presi-
dent is proposing a comprehensive reform of
both deposit insurance and the legal-regu-
latory framework governing the financial serv-
ices sector. (See associated Treasury study.)

(4) Incentives for Saving and Investment

In the past decade, significant tax bills have
been enacted at the rate of almost one per
year—including historic tax reform. On bal-

ance, the tax system has been radically im-
proved. As a general matter, both the tax sys-
tem and the taxpayer deserve a rest. Still,
there is one area that continues to merit fur-
ther reform: the need to strengthen incentives
for saving and long-term investment.

Accordingly, the President’s budget proposes
incentives to encourage: family savings, home-
ownership, longer-term investment, and in-
vestment in Enterprize Zones. (See Chapter
X and the related discussion of pay-as-you-go
requirements in Chapter XIV.)

(5) “Entitlement” Reform

In looking at the changing composition of
the Federal budget since the 1960s, two trends
stand out:

e First, the budget is being taken over by
so-called “mandatory” or “entitlement
programs. These are largely transfer pay-
ments, which are not now subject to an-
nual appropriation. They have grown from
28 percent of the budget in President Ker -

10
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Chart li-2.
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nedy’s administration to nearly 52 percent
today. (See Chart 11-2).

e Second, within the “mandatory” total,
funding for the non-poor has increased far
more than for the poor. (See Chart II-3.)

No serious effort to address the deficit can
ignore the 52 percent of the budget comprised
by “mandatory” programs. That is why the
1990 Budget Act included measures to reduce
the growth of “mandatories” by $100 billion
over five years. But that is still not enough.

Accordingly, this budget proposes to reduce
“mandatories” by another $47 billion over five
years. (See Table II-9.) In addition, the budget
reflects an important new emphasis for reform:
increasing fairness in the distribution of bene-
fits, reducing subsidies for those who do not
need them.

In particular the budget proposes to: reduce
the subsidy of Medicare “Part B” premiums
for individuals with annual incomes over
$125,000; restructure higher education assist-
ance to serve the needy better; reallocate
school lunch subsidies to increase benefits for

those with greater need; standardize benefits
to increase payments to survivors of lower-
ranking military personnel; and limit farm
subsidies for individuals with non-farm income
over $125,000. (See Chapter V.C.)

(6) Health System Reform

Although the American health system leads
the world in research and in many specialized
areas, its general performance is not yet satis-
factory. Its costs continue to grow faster than
both inflation and the economy. Total national
expenditures on health now claim 13.5 percent
of GNP. Federal health spending is over 15
percent of the budget. This enormous and ris-
ing claim on resources comes at the expense
of what might otherwise be the expansion of
services for those who do not have fair or ade-
quate access to the health system. And not-
withstanding the huge expenditures, indicators
such as infant mortality and preventable death
and disease remain unnecessarily high.

The American health system is a hybrid—
partly government-managed, partly private,
partly in-between; partly a model of excellence,

18828
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and partly a disgrace. The challenge of reform
is complex. Comprehensive reform plans
abound. But none is a certain remedy, and
some threaten to cause as many problems as
they would cure. None is likely to be imple-
mented quickly.

For the coming year, the Administration will
continue to advance reform in manageable
steps—implementing last year’s expansion of
access to Medicaid and the reform of Medi-
care’s physician payment system, while also
accelerating reform in two new areas:

¢ Malpractice reform. The budget proposes
new Federal financial incentives for States
to adopt model malpractice reform meas-
ures. This can help reduce both the direct
costs of malpractice insurance and the in-
direct costs of “defensive medicine”—while
expanding the availability of medical serv-
ices and increasing attention to appro-
priate standards of care.

e Investment in Prevention. The budget pro-
poses to fund a concerted effort—through
both education and increased investment
in preventive services—to stop avoidable
health problems before they start. In doing
so, it gives special emphasis to programs
affecting children—and to prenatal care,
infant nutrition, cancer screening, injury
control, smoking cessation and other mat-
ters of personal responsibility. (See Tables
II-3 and II-4, and see Chapter IV.B.)

(7) Drug Abuse Reduction

One of the most troubling breakdowns of
personal responsibility is reflected in drug
abuse. In the 1970s and 1980s, the problem
grew to near-epidemic proportions. The Presi-
dent advanced the first National Drug Control
Strategy in September 1989. Several recent
studies have shown encouraging results. Co-
caine use seems to have declined significantly
from levels in the mid-1980s. But the drug
abuse problem is far from solved.

Accordingly, the budget continues to increase
the resources allocated to the National Drug
Control Strategy. For 1992, the Federal share
increases by $1.1 billion to $11.7 billion (80
percent higher than when the President took
office). The increase in these resources is dis-

tributed to all elements of the Strategy. (See
Chapter V.B.)

(8) Housing Reform

American public policy reflects a long-stand-
ing commitment to the importance of invest-
ment in housing. But the results have been
mixed—and clearly unsatisfactory for many of
the poorest Americans. Part of the problem
has been conceptual: too great an emphasis
on direct governmental ownership and man-
agement; too little emphasis on opportunities
for poor people to benefit from choice and
homeownership.

The budget reflects a reformist shift in con-
cepts: It proposes to fund fully ($2.1 billion
in 1992) the new HOPE program—creating op-
portunities for tenant management and owner-
ship. It requests a 38 percent increase in
vouchers for low income people—to increase
their power in the marketplace. And, on the
tax side: it would permit the use of Individual
Retirement Accounts by young families and
first-time homebuyers; and it would offer spe-
cial incentives for investment in Enterprise
Zones—a refundable tax credit for wages,
expensing of investor purchases of new cor-
porate stock, and a zero capital gains rate for
investment in tangible property within Enter-
prise Zones. (See Chapter V.A.)

(9) Transportation Infrastructure
Investment

The Nation’s transportation systems are fun-
damental to both economic productivity and
the quality of life. And the stresses upon these
systems continue to mount. While attending
to important limits on the Federal role and
responsibility, the 1992 budget makes a major
contribution to expansion and improvement of
the transportation infrastructure:

¢ Annual obligations of the Highway Trust
Fund would be increased to $16 billion in
1992 and to more than $20 billion by 1996.
In seeking to reauthorize the Federal
highway program, the Administration
would simplify and strengthen the existing
program—establishing a new National
Highway System, giving States greater
flexibility with a new block grant program,
and allowing more innovative financing
with private participation. In addition, the

13
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Table II-3. SPENDING ON SELECTED PROGRAMS SERVING CHILDREN
INCREASES 9.5 PERCENT IN 1992

(In millions of dollars)

1990 1991 Pﬂ‘nged
Nutrition:
wIC ....... e N TR 2,126 2,350 2,573
ERITAANRTRIBION = oo oo soot Seo reales o e 43 Te iRt 1555965 w8 Bewve s b semwmat ouo o VRS 86075 oem e TR EITOeeIo 4,887 5,577 6,066
Other Nutrition ....... e ST 7,985 9,138 9,825
Health:
Targeted TnfanttMortality o cimnimmimaminmmmnamnste e — 134 139
Medicaid e 8,200 10,300 12,000
Community/Migrant Health .........cccoovvinvinicinnnccicniiiicniecccnnee. 53 227 238 238
ImmunizZakion s s s T e T e 187 218 258
Maternal/Child Health e R I s ek e 554 1554 554
OtherHealth qurimmmmsnrmmmnmannmsmmsemmsenssismissdmoss 222 264 266
Education and Social Services:
Head Start ... T T ERETYS 1,652 1,952 2,052
Handicapped Education ........... 2,055 2,467 2,730
Compensatory Education ........ccccceeuueenennes e cab s s sasssiase 5,368 6,225 6,424
Educational Excellence Act (proposed) ..... s — - 490
Precollege Math and Science Education .........ccccccovmeeiircirceroveecneconeeinesseeccteceenenes 333 515 661
Child Care Block Grant ..........ccccceevuennn — 732 732
Roster Gane s anmmamramirmamammanmnmmes 1,375 2,611 2,186

8,375 9,048 9,716
1,261 3,531 2,497

Social Security
Supplemental Security Income ...............

Aid to Families with Dependent Children and Child Support .........ccccceevvevinnrrennennne 12,165 14,008 15,162
Other Education and Soci@l ServiCes ........cccevvecuirviemveerurereeeeeersrerreseseeeseeessraasesenaosssnes 2,453 2,642 2,352
Refundable Tax Credits .........ccccceerveerueeereeeneeerveeesesesneraresssesssseesasesasessesssessssees 6,287 6,941 9,973
Total Children’s Funding .......ccccecvvervuennnnn 65,612 79,345 86,851

!Reflects HHS' plans to reprogram $34 million from MCH Block Grant to Targeted Infant Mortality in 1991. Overall resources
supporting this initiative will total $57 million in 1991 and $171 million in 1992, including funds from other public health grants.

Table II4. THE BUDGET PROVIDES INCREASES FOR PROGRAMS
FOCUSED ON PREVENTION AND THE NEXT GENERATION

(Obligations in millions of dollars)

1991 1992 Percent
Enacted Proposed Increase

Childhood  immumization| s s e i L S B R R e Teniiisaiia 218 258 +18.3
Infant Mortality Initiative 7,335 8,011 +9.2

(Targeted Infant Mortality Initiative—non-add) 57 171 +300.0
Breast and Cervical Cancer Prevention ................ 269 410 +52.4
Smoking Cessation 90 97 +7.8
Physical Fitness and Diet 122 139 +13.9
Accident and Injury Prevention o545 43 T SRS TSI T RS VRIS e SRRSO e S 1,683 1,907 +13.3
Access t0 Preventive Health Care .........cccccevvrevrerrecreccsseneerereseroessressecsssrssnrsessesssssanses 5,410 6,026 +11.4
Family Planning ..........cc....... 399 420 +5.3
Lead Poisoning Prevention . 8 41 +412.5
Substance/Abuse Prevention: =ssiusmamsimmnnimenan alia i iinamanan: 1,442 1,515 +5.1
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Table II-5. SELECTIONS FROM THE REFORM AGENDA—
WITHIN THE FLEXIBLE FREEZE FRAMEWORK'!

Area

Highlights

(1) Education Reform:

e Long-term national goals—with Governors

o Special funding emphasis on early childhood ($87 billion)
¢ Parental choice—new incentive fund ($200 million)

¢ Educational Excellence Act ($690 million)

¢ Higher education funding reform

¢ Math/Science improvement program ($1.9 billion)

(2) Research and Development:

e Record level for R&D ($76 billion)

¢ Record level for basic research ($13 billion)

eHuman Genome Project

eIncreased emphasis on applied civilian R&D (e.g., materials
processing, biotechnology, high-performance computing)

(3) Financial Sector Reform:

¢ Deposit insurance reform

¢ Recapitalization of Bank Insurance Fund

¢ Comprehensive reform of legal and regulatory structure to mod-
ernize financial services sector

(4) Incentives for Saving and Investment:

¢ Enterprise Zones

¢ Family Savings Account

¢ IRA withdrawal for first-home buyers

¢ Capital gains modification for longer-term investment

(5) Entitlement Reform:

¢ $47 billion savings over 5 years
¢ Increased fairness/reduced subsidies for wealthy

(6) Health System Reform:

¢ Physician payment reform

¢ Malpractice reform

¢ Increased investment in prevention (prenatal care, infant nutri-
tion, cancer screening, education for personal responsibility,
child care)

(7) Drug Abuse Reduction:

¢ National Drug Control Strategy
¢$1.1 billion increase—to record $11.7 billion (Federal share)

(8) Housing Reform:

¢ Full funding for HOPE ($2.1 billion in 1992)

¢ 38 percent increase in vouchers

¢ IRA withdrawal for first-home buyers

e Enterprise Zones (refundable wage credit, expensing for new
stock, zero capital gains rate)

(9) Transportation Infrastructure Invest-
ment:

o New highway program (new National Highway System and new
block grant)

eMajor increase in Highway Trust Fund obligations (over $20
billion by 1996)

¢ NASPLAN modernization

¢ Space transportation systems (Shuttle, ASRM, ALS, NASP)

(10) Government Management Reform.:

¢ Budget process reform

¢ Regulatory reform

¢ Accounting systems reform

¢ High-Risk Area targeting

e Terminations: 238 programs and 3,591 projects

(11) “States as Laboratories”:

¢ Demonstrations and waivers
¢ Evaluation of natural experiments
¢ $15 billion program turn-over to States (fully funded)

! Proposed total governmental spending for 1992 is 2.6 percent greater than 1991 (i.e., growth is less than the inflation rate).
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budget proposes funding for major techno-
logical advances in high-speed rail and
“smart cars/smart highways,” which could
help relieve the stress on the current sys-
tem. (See Chapter IV.D.)

e The budget would continue to modernize
the national airspace system (“NAS-
PLAN”)—increasing funding for Federal
Aviation Administration facilities, equip-
ment, and systems by 29 percent, to $2.7
billion.

e Within the budget for space exploration
and development, there is funding for the
space shuttle, a new advanced solid rocket
motor (ASRM), a new advanced launch
system (ALS), and a national aerospace
plane (NASP). As the use of space becomes
increasingly relevant, these essential ele-
ments of the space transportation system
should be better understood—and fund-
ed—as a vital part of America’s infrastruc-
ture investment. (See Chapter IV.C.)

(10) Governmental Management Reform

Any 1.4 trillion-dollar-per-year enterprise
(e.g., the Federal Government) is bound to
show signs of failure in one place or another.
But the public is demanding; and respect for
governmental performance remains under-
standably low. There is much room for man-
agement improvement.

Discontent with government is often visible
(and deemed to be newsworthy). The less
glamorous issues of management improvement
typically are not. Nonetheless, management re-
form continues to be advanced:

e Budget process reform. The Administration
is implementing the important and valu-
able reforms of the 1990 Budget Agree-
ment—enforceable spending caps, “pay-as-
you-go,” and credit reform. Beyond these,
the Administration continues to seek the
line-item veto, joint (not concurrent) budg-
et resolutions, biennial budgeting, and a
balanced budget Constitutional amend-
ment. (See Chapter IX.D.)

e Regulatory reform. The principles of regu-
latory reform continue to be advanced
through the President’s Competitiveness
Council and the Office of Information and
Regulatory Affairs—and through broader

application of Risk Management Budget-
ing. (See Chapter IX.C.)

e Accounting reform and oversight. The
budget continues to expand its analysis
and presentation of “Hidden Liabilities.”
(See Chapter VIII.) The Administration is
implementing the new Chief Financial Of-
ficers legislation—improving accounting
standards, financial reporting systems,
and audits. The budget explicitly identifies
High-Risk Areas of vulnerability to fraud,
waste, and abuse. And, as appropriate, the
Administration is engaging special teams
in the effort to reduce these vulnerabil-
ities. (See Chapter IX.A))

¢ Reducing waste and improving returns on
investment. This is not only a problem of
accountancy and oversight, as suggested
above. It is also a problem requiring great-
er program evaluation and a willingness
to terminate outdated or ineffective pro-
grams and projects. (See Chapter IX.B.)
The problem, however, goes beyond con-
ventional matters of accounting and eval-
uation—as discussed further below.

PROGRAM LIFE-CYCLES—AND
STATES AS LABORATORIES

Clearly, the government has a need and a
responsibility to improve the return on invest-
ment of Federal dollars. And improved ac-
counting, analysis, and evaluation have an im-
portant role to play in this effort. But beyond
these rather technical issues, there are larger
structural issues that also require attention.

Fortunately, the 1990 Budget Act creates a
framework that can encourage a more basic
reform perspective.

The discussion of Entitlement Reform
{above) has highlighted the budgetary “take-
over” by mandatory programs—and the tend-
ency of such programs increasingly to benefit
the non-poor. The pay-as-you-go reforms may
serve not only to restrain the further expan-
sion of “mandatories.” They should also en-
courage greater anti-poverty efficiency in the
design of such programs.

With respect to discretionary programs, the
effect of budget process reforms may be an
even more direct increase in attention to pro-
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gram efficiency, effectiveness, and return on
investment. This should be a natural out-
growth of the existence of fixed, enforceable
caps on discretionary spending. With un-
equivocal limits on available resources, com-
petition on the merits should increase.

As one begins to think about returns on in-
vestment, it is perhaps interesting to consider
how much Federal spending might be consid-
ered “investment” at all. This question in-
volves highly arguable definitional issues.

If one puts defense aside, and looks at how
much nondefense spending is oriented toward
longer-term investment (returns accruing over
a period greater than five years), one finds
that expenditures for short-term benefits clear-
ly dominate. Long-term investments have been
declining as a percent of GNP. (See Chart
II-4.) This is, in part, a reflection of the budg-
etary “takeover” by transfer payments to indi-
viduals (“mandatories”).

But even if one focuses only on domestic
discretionary = programs  (i.e.,  excluding
mandatories), one finds that longer-term in-

vestments have been decreasing as a share of
domestic discretionary spending. (See Chart
I1-5.) The President’s budget seeks to correct
this trend by increasing investment in R&D,
prevention, early childhood, and transportation
infrastructure—areas with higher return.

The expectation of a possible shift toward
investment in programs with higher return
may, of course, prove to be no more than a
request and a hope. The existing domestic dis-
cretionary program structure has, to date,
proven to be rather rigid. Reform will require
a new flexibility and a new dynamic.

In the past, domestic discretionary programs
often came into existence to address one al-
leged “urgent priority” or another. The urgency
may have derived from a transitory emer-
gency, a desire for “demonstration,” or a per-
ceived need for Federal leadership in areas
where States and localities were slow to rec-
ognize or accept responsibility. As an abstract
matter, this rationale may have been legiti-
mate.

Chart lI-4. CORE GOVERNMENT, LONG-TERM INVESTMENTS,
AND SHORT-TERM BENEFITS
PERCENT {Total Domestic Discretionary and Mandatory Outlays as a Percent of GNP)
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Chart lI-6. CORE GOVERNMENT, LONG-TERM INVESTMENTS,
AND SHORT-TERM BENEATS

PERCENT
(As a Percent of Total Domestic Discretionary Outlays)
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Once in existence, however, programs have
tended to become fixtures in the budget. There
is, in practice, little evidence of a program life-
cycle—other than a move toward immortality.

In a world of fixed spending caps, there will
be no room for emerging priorities if the pro-
grams-of-old remain immortal. To allow adap-
tation to shifting priorities, there will have to
be a more dynamic concept of program life-
cycles:

e Some programs and projects will have to
die. This should be the case, for example,
when a program (whether demonstration
or not) has proven a failure, or when the
urgency of a past priority has been over-
taken by events. It should also be the case
when a demonstration has proven a suc-
cess and is, therefore, available for rep-
lication and funding through other
sources. In applying these principles, this
budget proposes the outright termination
of 238 specific domestic discretionary pro-
grams and 3,591 specific projects. These
terminations would save $4.6 billion in

18

budget authority in 1992. (See Chapter
IX.B))

Some programs should decline. This
should be the case when their relative pri-
ority is judged to have decreased. This
budget proposes declines of $8.3 billion in
budget authority from an additional 109
domestic discretionary programs. These
programs were funded at a total of $27.4
billion in 1991. Reasons for proposed re-
ductions are presented in Chapter IX.B.

Some programs should increase. The re-
ductions and terminations noted above
help finance program increases in areas
judged to merit higher priority or im-
proved return on investment. 250 domestic
discretionary programs are specifically rec-
ommended for increases totaling $17.8 bil-
lion. (See Table B—6 in Chapter IX.B and
the associated detail in Chapter XIII.)

Some programs should be consolidated and
turned over to the States—funded in more
flexible form. Programs appropriate for
such turnover may be selected irom two



Part One-20

THE BUDGET FOR FISCAL YEAR 1992

broad categories: those whose purposes are
judged by States to be of continuing value,
but whose relative funding priority at the
Federal level is declining; and those which
seem, in any case, to be appropriate for
flexible management by the States.

The President has established a target of
815 billion in program turnovers for the
States. A list of possible turnover can-
didates totaling over $20 billion is at Table
II-9. The actual selection of programs for
turnover would have to be authorized by
the Congress—in consultation with the
Administration and the Governors. (After
the actual selection is determined, the cur-
rent distribution of such programs by
State would be calculated. The Adminis-
tration would then propose to replace
these programs with a single consolidated
block grant to the States. The formula for
this new block grant would approximate
the same distribution to the individual
States as they would receive under the
present program structure—seeking to as-
sure that no State would be harmed by
the move to a new, consolidated block
grant.)

The value of this turn-over approach is
as follows. It allows the Federal Govern-
ment to reduce overhead. It allows States
to manage a pool of financial resources
more flexibly. It moves power and deci-
sionmaking closer to the people. And it
reenforces another reformist theme of this
Administration: appreciation and encour-
agement of “States as Laboratories.”

This last point is especially important. The
American Federal system has within it an
enormous power for innovation: the natu-
ral variation and experimentation among
the States. For too long, this potential has
been under-appreciated at the Federal
level. Nonetheless, the reality is that some
of the most interesting examples of inno-
vation are being set by the States—in
areas ranging from educational choice, to
enterprise zones, to health cost control,

welfare reform, and transportation fi-
nance. (See Chapter VI.)

The Administration seeks to reenforce this
natural power of the States—and to help
build upon it.

In sum, the opportunities for constructive re-
form are many. (See Table II-5.) Incentives
for choice, innovation, and improved perform-
ance can be advanced in education. Investment
in path-breaking R&D can be increased. The
financial service sector can be modernized. Tax
incentives for saving and long-term investment
can be strengthened. The budgetary “takeover”
by “mandatory” programs can be slowed; and
the benefits of entitlements can be better tar-
geted for the needy. The problems of the
health system can be alleviataed, to some de-
gree, by physician payment reform, mal-
practice reform, and an emphasis on preven-
tion. The National Drug Control Strategy can
be carried forward aggressively to its next
stage. The approach to housing can be im-
proved by greater emphasis on choice, home-
ownership, and Enterprise Zones. Stresses on
the transportation infrastructure can be re-
lieved. And the government itself can be man-
aged better—through budget process reform,
accounting reform, program evaluation, regu-
latory reform, and reenforcement of the inno-
vative power of “States as laboratories.”

These reforms can all be accommodated
within the “flexible freeze” (with total spending
growing at less than the inflation rate) and
within the limits of the 1990 Budget Act.

If these reform measures are adopted—and
assuming satisfactory resolution of the Gulf
crisis in the not-too-distant future—the econ-
omy can not only return to economic growth.
It can move on toward a new record for eco-
nomic expansion as America advances to the
21st century.

RICHARD DARMAN
DIRECTOR,
OFFICE OF MANAGEMENT AND BUDGET
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Table 11-6. SPENDING, REVENUE, AND DEFICIT, 1991-1996

(Dollar amounts in billions)?

1991 1992 1993 1994 1995 1996

% % % % %
Dollars  Dollars Change Dollars Change Dollars Change Dollars Change Dollars Change

Spending:

Discretionary:

Defense 3078 3004 -24 2933 -24 2876 -19 2892 05 2938 16
International 18.7 19.6 4.7 20.4 4.2 215 5.1 218 1.3 22.0 0.9

Domestic 1998 2120 6.1 2232 53 2289 26 2317 12 2385 2.9
526.3  532.1 1.1 536.9 09 5380 0.2 5427 09 554.2 2.1

Subtotal, discretionary .....

Mandatory 686.2 707.5 3.1 705.3 03 6735 -45 7138 60 7756 8.7
Interest ..... 197.0 2063 4.7 2120 28 2155 1.6 2138 08 211.0 -13
Total spending 1,409.6 14459 2.6 14542 0.6 14271 -19 14703 3.0 1,540.8 48
Total revenues 1,091.4 1,165.0 6.7 1,252.7 7.5 1,365.3 9.0 14673 7.5 1,560.7 6.4
Consolidated deficit ............cc.coccoinnenene 318.1 280.9 — 2015 —_ 61.8 —_ 2.9 —_ -19.9 —_
Memorandum

Deposit insurance (included above):

Resolution Trust Corporation . 84.6 76.1 —_ 34.3 —_ -47.6 —_ ~-45.7 — -320 —
Bank Insurance Fund ... 15.9 9.7 — 8.0 — 6.8 — 0.9 — 0.6 -
FSLIC Resolution Fund ... 11.1 3.3 — 2.8 — 2.2 — 2.7 — 1.5 —_
Savings Association Insurance Fund
and Other —* -1.0 —_ -0.8 — 0.4 — -0.3 — » —
Subtotal, Deposit insurance .......... 111.5 88.1 —_ 44.2 —_ -38.1 — ~42.3 — =299 —
Desert Shield (placeholder, included
above) ...... 8.2 46 — 0.8 — 0.4 — - — —_ —_
Social Security (included above):
Operating surplus 40.3 38.7 —_ 453 — 56.6 — 65.5 — 772 -
Interest 20.2 23.7 — 28.0 — 32.8 — 38.3 — 446 —
Total ......ocovreeveieiiiiieeierciirencreeens 60.4 62.4 — 733 — 89.3 — 103.9 — 121.8 —

! Percent change measures change from previous year.
*$50 million or less.
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~

Table II-7. RECEIPTS MEASURES, 1991-1996

(In millions of dollars)

1991 1992 1993 1994 1995 1996

Enhance long-term investment'
Extend HI coverage to State and local
Improve retail compliance with alcohol special occupa-

400 3,000 1,700 900 1,800 1,700
- 1,125 1,537 1,545 1,548 1,544

tional taxes? - — 43 43 9 9 9
Increase IRS enforcement funding .......ccccvniccrivnvincinncnnn — 35 133 176 180 184
Extend tax deadlines for Desert Shield (placeholder) par-

LICIPANLS .ot csne e -38 21 6 — - —
Extend railroad UI reimburseable status? . -10 2 10 8 -1 -1
Increase HUD land sales fee ........ccoruereneneeee — ¥ ¥ * ¥ ¥
Extend abandoned mine reclamation fees ... — — — .- - 260
Extend R&E credit — -500 -1,000 -1,300 -1,600 -1,800
Extend R&E allocation rules ............. — -346 -264 - —_ —
Establish family savings accounts . - -300 -800 -1,300 -1,800 -2,300
Extend health insurance deduction for self-employed ......... - -120 -239 — — -
Extend low-income housing credit ... — -59 =215 -305 -337 -337
Extend targeted jobs credit ..........cccoiiecccinnnniccrnnnesoncnnenns — =56 -100 -64 -29 =20
Establish enterprise zones .............. - =50 -160 =310 =520 =750
Waive excise tax for certain early withdrawals from IRAs . —_ -50 -70 -100 -110 -110
Extend business energy credits — -30 -17 4 2 1
Double and restore adoption deduction ..........ccccereeveecererernns — — -3 -3 -3 -3
Extend highway trust fund taxes? — - — — —  =2,722

Total effect on receipts 352 2,715 561 -740 -861 -4,345

Total effect on receipts with enhance long-term invest-
ment at zero ..... —48 -285 -1,139 -1,640 -2,661 -6,045

* $500,000 or less.

'The proposal to enhance long-term investment is shown as estimated by the Treasury Department’s Office of Tax Analysis
(OTA). Because the methodological differences among OTA, Congressional estimators, and oulside experts have not yet been
resolved, totals are presented with the Administration’s estimate and with a zero (neutral) entry for the proposal.

?Net of income tax offsets.

Table II-8. DEFICIT IMPACT OF ADMINISTRATION PAY-AS-YOU-GO
PROPOSALS
(In billions of dollars)

1991 1992 1993 1994 1995 1991-95

Deficit impact of Administration pay-as-you-go proposals:

Direct spending (see Table II-8) -0.1 -6.3 -9.3 -9.0 -11.0 -35.8
Receipts:
Extenders (selected) ¥ 1.1 1.8 1.7 2.0 6.6
Long-term investment incentive' .........ccccevernene -0.4 -3.0 -1.7 —0.9 -1.8 -7.8
ANGLHEE /oo srmmmmtnsian s tiinton ittt ¥ -0.8 -0.6 0.2 0.9 -0.3
08 ATECEIDES v s snsssvosmmsnussisnnssnsesissarssissnassssassstssasssss -0.4 2.7 -0.4 0.9 1.0 -1.5
Total, receipts with long-term investment incentive
BUIZETO (csirsictoressesaninions "‘ 0.3 1.3 1.8 2.8 6.3
Total, net deficit impact ..... -0.5 -9.0 -9.8 -8.1 -9.9 -37.3
Total, net deficit impact with long-term investment in-
CONTIVETALIZETOL. . .cvovnerinsionmaromussoansonsmtassssons sanssssssss st tiacesatss -0.1 —6.0 -8.1 -7.2 -8.1 -29.5

*$50 million or less.

'The proposal to enhance long-term investment is shown as estimated by the Treasury Department’s Office of Tax Analysis
(OTA). Because the methodological differences among OTA, Congressional estimators, and outside experts have not yet been
resolved, totals are presented with the Administration’s estimates and with a zero (neutral) entry for this proposal.
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Table II-9. PROPOSED POLICY CHANGES IN MANDATORY PROGRAMS

(Outlays; in millions of dollars)

1992 1993 1994 1995 1996

Department of Agriculture
Commodity Credit Corporation: reduce subsidies to those

with off-farm income over $125,000 ...........ccoececveveeerecrennnne -36 -90 -90 -90 -90
Crop Insurance: increase farmer responsibility for premium

DAYINCTINS i v e 5wz 5o vvsnt susslznansselss oo TS S as oo S S Se TS 53 -17 -167 -164 -152 -146
Food Safety and Inspection Service: seek reimbursement

from industries for certain overtime activities ................... =50 =50 =50 -50 =50
Food Stamps: effect of increased child support enforcement . — -10 =20 -30 -34

Miscellaneous User Fees: increase fees for recreation and
grain inspection and establish fees for agricultural mar-

keting -29 -32 -32 -33 -34
Rural Electrification Administration: continue shift from di-
rect to guaranteed loans ........cccceeeeiieineiencneieneneenenneeesnnecenen -13 -38 -59 -74 -67

Department of Education
Guaranteed Student Loans: net impact of reducing the
number of loans that default by: improving eligibility
screening of schools; enhancing procedures for default col-
lection; requiring risk sharing and increasing loan limita-

tONE wapsmarmsna ! -102 -173 -229 —282 -289
Department of Energy
Elk Hills Naval Petroleum Reserve: lease production rights -1,191 139 120 113 95

Power Marketing Administrations: revise the level and
schedule of the PMAs' debt repayments to the Federal

@GOVErNIENE. oo s s i s e o e -377 -382 -406 —-417 —402
Strategic Petroleum Reserve: delay required purchase of pe-
troleum until 1992 and 1993' ........... 36 86 — — —

Department of Health and Human Services

Family Support: improve the child support enforcement sys-

tem . -120 -129 -142 -163 -179
Foster Care: limit the Federal Government’s payment of ad-

ministrative costs to only those required to provide bene-

fits to low-income children .........cccooveicevineceecrenecceccnnnnes -210 —290 -352 —405 —452
Medicaid: net impact of allowing States to expand medi-

cally-needy eligibility for pregnant women and children;

strengthening medical child support enforcement; and the

impact of Medicare proposals ... 25 75 75 90 95
Medicare:

Clinical Labs:

Apply 2% update for 1992 and 1993, only for those

below payment caps .......cccccuenen. -20 -50 -70 -80 -90
Restore 20% co-insurance, identical to all other Part B

Services .........coo..... -450 -800 -900 -1,020 -1,160

Subtotal, clinical labs .........ccocevveevennne -470 -850 -970 -1,100 -1,250

Coordinated Care Initiative: Begin a Medicare coordi-
nated care initiative whose costs would be largely offset
by: applying home health limits by discipline and estab-
lishing a uniform disabled/ESRD secondary payor
threshold ................. -130 25 40 70 195

!The SPR proposal saves $123 million in outlays for 1991.

22




Part One—24 THE BUDGET FOR FISCAL YEAR 1992

Table I1-9. PROPOSED POLICY CHANGES IN MANDATORY PROGRAMS—
Continued
(Outlays; in millions of dollars)

1992 1993 1994 1995 1996

Durable Medical Equipment (DME):
Adjust enteral/parenteral fee schedule ...........coceviiiinine -10 -15 -15 -15 -15
Refine DME/oxygen payment methods, in part to reflect
increased use of less-expensive oxygen delivery serv-

ices -35 -85 -105 -130 -135
Subtotal, medical equipment -45 -100 -120 -145 -150
High-Income Beneficiaries: Reduce Federal Medicare sub-
sidy for high-income beneficiaries (over $125,000 AGI) .. -41 -169 —245 -323 -426
Hospitals:

Adjust indirect medical education add-on payment fac-

tor from 7.65% to 4.4% in 1992, phasing down to 3.2%

in 1996 ~1,045 -1,385 -1,705 -2,080 -2,500
Eliminate duplicate payments for hospital-based non-

physician practitioners by adjusting hospital payment

update factor -10 -10 -10 -10 -10
Include payment for certain post-hospital services in
Medicare hospital payment .........cooecevvnrivcinnnninccneinins -30 -40 -50 -50 -60

Limit graduate medical education per-resident pay-
ment, and encourage training of primary care physi-

CIANS: msrrsrsineam s Mt s may satane i s e s, -140 -160 -190 -230 —260
Place Medicare hospital update on a January 1 cycle .... -670 -930 -1,320 -1,450 -1,540
Subtotal, hospitals ......cccccceeceimiiiiiiiercieceeceeiereceeeene -1,895 -2,525 -3,275 -3,820 -4,370

Outpatient Departments (OPDs): Pay a uniform rate for
outpatient services, whether performed in doctors’ of-

fICEBROTFIORID S e v srnrremeamms st e AR e TR SR -50 -100 -125 -150 -175
Physicians:
Eliminate double payment for physician collection of lab
S DECITIICII ] /v esus e em st s85es ot s ST e Sy AR oSS e SeaeaioR s 807 -10 -20 -20 -20 =25
Establish a single fee for anesthesia services .................. -80 -150 -170 -200 -230
Establish a single fee for assistants at surgery ............... -50 -80 -90 -100 -110
Revise 1991 Medicare volume performance standard to
COTTOCHHENEOTL. .5 o S o idor S e — -90 -150 -190 -220
Revise Medicare economic index to reflect better data
and new methodology .........ccceeeiireenienninnecncencnneceenene -30 — — -- -
Use efficient rate for radiology and diagnostic tests ....... — -10 -15 -20 -20
Subtotal, physiCIaNns .....cccreeevernneecnennennecenseeneeceennenee -170 -350 -445 -530 -605
Other:
Effect of Medicare proposals on HI premiums ................. 17 20 26 30 33
Eliminate return-on-equity payments for proprietary
skilled nursing facilities ..........ccicenieiininenninesceneens -50 -70 -60 -60 -70
Establish a uniform payment policy for medicare cov-
ered drugs . -10 -30 -30 -40 -40
Recalculate payments for physical and respiratory ther-
apy, based on newer data ..., -10 -10 -15 -15 -20
Subtotal, OtRET) .....ceesssssssessssssssssivs ssss sovsnnszsoseses -53 -90 -79 -85 -97
Subtotal SMediCARE! ..o immrnamsasssons ssrsssrsns ssdsnssnssiases -2,854 -4,159 -5,219 -6,083 -6,878
Supplemental Security Income: collect SSI over-payments
and charge States certain administrative fees .......cccceeuue. -96 -159 -250 -250 -240
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II. DIRECTOR'S INTRODUCTION AND OVERVIEW TABLES Part One-25

Table II-9. PROPOSED POLICY CHANGES IN MANDATORY PROGRAMS—
Continued
(Outlays; in millions of dollars)

1992 1993 1994 1995 1996

Department of Housing and Urban Development
Federal Housing Administration: reduce FHA multifamily
insurance claims through: improved underwriting, mon-
itoring, and servicing; removal of legislative restraints on
defaulted property sales; and the proposed Low-Income
Resident Economic Empowerment program .............cccceceeeee -564 -1,062 -1,024 -860 -1,269
Government National Mortgage Association: exempt GNMA
from VA’s formula for acquiring foreclosed property pro-
ducing savings for VA-guaranteed loans acquired by
GINNIAY ot s = et ey -45 -38 -25 -20 -19

Department of the Interior
Arctic National Wildlife Refuge: lease oil and gas explo-
ration rights ................. — -1,901 -1 -1,201 -1

Department of Labor
Trade Adjustment Assistance: repeal TAA benefits for work-
ers unemployed due to competition from imports ............... ~114 -193 -204 -200 -194

Department of Treasury
Coinage Profit Fund: finance numismatic and bullion coin
operations for the United States Mint .........cccccvninuinireinnanee -94 — —_ - -

Department of Veterans Affairs

Veterans Compensation and Pension: standardize Depend-

ency and Indemnity Compensation payments; increase

pension eligibility requirements and extend several expir-

ing provisions of OBRA. i usiiisniainisisssimiimsiniiaiies -17 -433 -391 -354 -320
Veterans Home Loans: raise fee and requlre down payment

for multiple use of loan guaranty benefit; improve formula

used to acquire foreclosed property and extend expiring

OBRA fee increase .........c.coecceeevervennnns -308 -242 -202 -178 -160
Veterans Readjustment Benefits: target eligibility for voca-

tional rehabilitation to veterans with higher rated disabil-

ities and eliminate step-children from eligibility for train-

ing and education benefits ..........cccovuiinivniiinicnnnecninnnennn. -12 -32 -31 -31 -31
Veterans Third Party Medical Recoveries: extend several ex-
piring provisions of OBRA —_ — -225 -255 -274

Environmental Protection Agency
Pesticide Reregistration Fee: remove existing cap on

amount that may be collected from any one registrant ...... =3 -3 -3 -3 -3
Other Agencies
Corps of Engineers: expand existing user fees for day use of
developed recreational sites -20 -20 -20 -20 -20

Postal Service: require the Postal Service to pay a larger

share of the costs for health benefits and cost-of-living ad-

justments for post-1971 retired postal employees and

their survivors -198 -198 -198 -198 -198
Railroad Retirement Board: reﬂects net impact of conform-

ing rail security benefits with social security benefits and

requiring the rail pension to finance 25% of the windfall

benefits mTI e e e e v 145 142 141 139 137
Other .......ccoeeuvvececeeecrereessenans 8 15 17 20 24
Total, outlay 8avings ..........c.cocceeeecvvnrcrreececnnee -6,316 -9,344 -8,984 -10,987 -10,999

280-000 0 - 91 - 2 (PART 1) 24




Part One-26 THE BUDGET FOR FISCAL YEAR 1992

Table II-10. POTENTIAL BLOCK GRANT PROGRAMS

(In millions of dollars)

Enacted Proposed
Department/Programs 1991 19892 1993 1994 1995 1996
BA o BA o BA o BA o BA o BA o
Education:
Impact aid payments .................. 781 815 620 695 620 651 620 624 620 620 620 620
Supplemental education oppor-
tunity grants 520 404 347 498 347 352 347 347 347 347 347 347

Chapter 2 block grant .... 449 533 449 465 449 445 449 449 449 449 449 449
Public library services programs 143 155 35 115 35 71 35 35 35 35 35 35

Environmental Protection Agency:
Construction grants .........cccceueeee 2,083 2345 1900 2,195 1,200 2,082 600 1,883 — 1,482 — 1,025

Health and Human Services:
State welfare administrative ex-
penses for Medicaid, AFDC,
and Food Stamps ..... -
Social services block grant .........
Low-income home energy assist-
ance program

5,178 5,167 5878 5867 6,453 6,440 7,062 7,048 7,701 7,686 8,366 8349
2,800 2,800 2,800 2,800 2800 2,800 2,800 2,800 2,800 2,800 2,800 2,800

1,610 1,669 1,025 991 875 796 625 552 475 393 3175 287

Housing and Urban Development:
Selected public and subsidized

housing programs ............c...... 5512 3,185 4,789 3,805 4,837 4,484 4,897 4,685 4961 5036 5026 4,968
Community development block

grants 3,200 3,073 2920 3,097 2920 3,061 2920 2906 2920 2914 2920 2915
Justice:

Byrne Memorial State and local
law enforcement assistance
PEORTAIN tire.s v soeeseesitieesonts 490 342 490 421 490 475 490 481 490 484 490 491

1117 ) RO . 22,766 20,488 21,253 20,949 21,026 21,657 20,845 21,810 20,798 22,246 21,428 22,286

25



DIRECTOR’'S INTRODUCTION AND OVERVIEW TABLES Part One-27

Table II-11. PROPOSED OUTLAYS, BY AGENCY

(In billions of dollars)
1991 1992
Discretionary Mandatory Total Discretionary Mandatory Total
Cabinet Agencies:
AGTICUILUTE .....cooooeennveereonnenessenssnensnsssinens 11.6 439 55.4 125 432 55.7
COMMETCR: +::kithistiiisisnisisssasnsiiisssvidisssians 2.9 -0.1 2.8 2.9 -0.1 2.8
Defense—Civil 34 23.0 26.4 3.5 24.7 28.2
Defense—Military 288.3 -0.8 287.5 283.8 -0.7 283.0
Education 18.8 6.1 24.8 20.5 7.0 27.5
ENEERY] v sl minmmimn st mitese 16.0 -2.4 13.5 17.4 -2.5 14.9
Health and Human Services .............c..... 27.8 458.4 486.3 28.7 496.6 525.3
Housing and Urban Development ........... 21.8 1.7 23.5 23.4 0.9 24.3
Interior ......ccoeuee 6.6 -0.2 6.4 6.7 -0.2 6.5
JUSHIeRE . e s e s s 7.7 1.0 8.7 9.0 1.0 10.0
Labor 8.8 25.7 34.56 9.2 25.6 34.8
AR ket s e v s 4.0 0.3 4.3 4.2 0.3 45
Transportation ... 30.5 0.2 30.8 31.6 0.3 31.9
Treasury .............. e R e S e 8.8 268.3 277.1 9.6 289.0 298.6
Veterans Affairs ........cccceeceeveecreecreiccnnenns 13.9 17.6 313 14.7 18.1 32.8
Major Agencies:
Deposit Insurance Accounts ........... 0.1 111.4 111.5 — 88.1 88.1
Environmental Protection Agency . 5.9 -0.1 5.8 6.1 -0.2 5.9
General Services Administration ............ 0.9 -0.1 0.8 0.9 -0.1 0.7
National Aeronautics and Space Admin-
istration 13.6 — 13.6 14.7 — 14.7
Office of Personnel Management ............ 0.2 35.0 35.2 0.2 36.8 37.0
Small Business Administration .............. 0.5 — 0.5 0.5 -0.2 0.3
Other Agencies:
Executive Office of the President ............ 0.3 — 0.3 0.3 —- 0.3
Funds Appropriated to the President ..... 11.8 -0.5 11.3 12.7 -0.7 12.0
Judicial Branch ........ccoceiiveviniiceccnnenen. 1.9 0.2 2.1 2.2 0.1 2.3
Legislative Branch i 22 0.3 2.6 2.6 0.4 3.0
Other Independent Agencies ................... 10.3 4.0 14.2 9.4 4.6 14.0
AlloWan0es) .::vmiseismansnnmmies 8.2 — 8.2 4.7 - 4.7
Undistributed offsetting receipts ............ — -109.4 -109.4 — -118.0 -118.0
Total Outlays .......ccoeeevvuecennnnes 526.3 883.3 1,409.6 532.1 913.8 1,445.9

'Includes impact of supplementals and rescissions.
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Table 1I-12. DISCRETIONARY PROPOSALS, BY APPROPRIATIONS
SUBCOMMITTEES

(In millions of dollars)

1991 1991 1992 1992 Proposed Less
Enacted Proposed Proposed 1991 Enacted

BA Outlays BA Outlays BA Outlays BA Outlays

Appropriations Subcommittee

Domestic Discretionary

Commerce, Justice, State and Judiciary .........c......... 13,941 14,311 13,981 14,339 15,686 15,927 1,745 1,616
District of Columbia ........ccoccvmeccinniiciicnian, 568 575 568 575 536 536 -32 -39
Energy and Water 9,062 8,607 9,062 8,607 9,830 9,132 768 525
TN EERIOTAG. .o iRl v S SRR s 12,758 11,816 12,758 11,816 12,068 12,214 -690 398
Labor, HHS, and Education ........ccccccccooeeeiviiveecannann. 55,972 54,074 56,197 54,269 56,003 57,352 31 3,278
Legislative Branch . 2,158 2,165 2,158 2,165 2,664 2,597 506 432
Rural Development, Agriculture, and Related Agen- .

CLOB .. iteshesnes chnsr donatenesetadusss ) 8,845 8,901 8,856 8,914 10,204 9,674 1,360 773
Transportation ............... 12,498 29,842 12,498 29,842 14,560 31,067 2,062 1,225
Treasury, Postal Service and General Government ... 11,872 10,772 11,872 10,772 10,807 11,241 -1,065 469
Veterans Affairs, HUD, and Independent Agencies ... 60,265 58,549 60,198 58,516 64,914 62,195 4,649 3,646
Allowances D SR S — — — — 97 97 97 97

Total Domestic Discretionary .........oc.cveeveeceinernnes 187,939 199,612 188,147 199,814 197,370 212,032 9,431 12,419

Defense Discretionary

Defense ....... e 268994 281,393 265,681 280,611 270,866 275,474 1,872 -5919
Energy and Water, Function 050 ..........ccccooevverccccrcnnnne 10,955 10,355 11,578 10,513 11,780 11,443 825 1,089
Military Construction 8,410 7,939 8,290 7,928 8,143 8,366 -267 427
Commerce, Justice, State and Judiciary ...........ccccene. 225 166 225 166 225 178 — 12
Veterans Affairs, HUD and Independent Agencies ... 335 336 335 336 337 339 3 2

Total Defense Discretionary .......ccccccovevcvrvivnnivennns 288,919 300,189 286,109 299,554 291,351 295,800 2,432 4,389
Allowance for Desert Shield (placeholder) .................. — — 14,000 8.200 —_ 4,611 — 4,611

Total Defense Discretionary with Allowance for

Desert Shield (placeholder) 288,919 300,189 300,109 307,754 291,351 300,411 2,432 222

International Discretionary

Commerce, Justice, State, and Judiciary 4,279 4,632 4,379 4715 5,402 4,906 1.123 274
Foreign Operations 14,869 12,855 14,730 12,897 27,311 13,578 12,441 723
Labor, HHS and Education .................. 8 9 8 9 9 9 1 —
Rural Development, Agriculture, and Related Agen-
cies ¢ 981 1,097 1,011 1,120 1,301 1,120 320 23
Total International Discretionary ........ccecevecnnnes 20,137 18,593 20,129 18,740 34,022 19,613 13,885 1,021
Total DISCretionary .........cccimninensinsisimeniiinne 496,995 518,394 508,385 526,308 522,744 532,056 25,749 13,662
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III. ECONOMIC ASSUMPTIONS AND
SENSITIVITIES

INTRODUCTION

The economic expansion that began in No-
vember 1982—the longest peacetime period of
continuous growth—has been interrupted.
Iraq’s invasion of Kuwait and the heightened
uncertainties that ensued hurt consumer con-
fidence and contributed to a curtailment of
spending. That tipped the balance in the final
months of the year from slow economic growth
to contraction.

The current downturn is widely forecast to
be shorter and shallower than the average
postwar recession which lasted 11 months with
a real GNP decrease of 2.6 percent. The more
favorable outcome expected this time reflects
the absence of cyclical imbalances and infla-
tionary pressures. Energy conservation has
made the economy much less vulnerable to oil
shocks than it was in the 1970s. Barring a
sustained surge in the price of oil, the economy
should stabilize and turn toward recovery
within the next few months.

RECENT DEVELOPMENTS

Real GNP, which grew at a 1.4 percent an-
nual rate in the third quarter of 1990, declined
in the fourth. The exact extent of the drop
will not be known until this spring when final
data for the quarter are available, but the de-
crease appears to have been substantial.
Consumer spending, business fixed investment
and housing construction fell, largely in re-
sponse to the growing uneasiness about the
future.

Businesses curtailed production and employ-
ment in order to avoid an unwanted buildup
of inventories. Industrial production was re-
duced 2 percent from the third to the fourth
quarter, with cutbacks widespread across in-
dustries. The Nation’s payrolls were trimmed
by 420,000 workers, about ¥2 percent. By De-
cember, the total unemployment rate reached
6.0 percent, 0.5 percentage point above the
third quarter average, but was still low by his-
torical standards.

An initial burst of inflation brought on by
the surge in oil prices following the Iragi inva-
sion has given way to more moderate rises
in recent months as oil prices have retreated.
After increasing at a nearly 10 percent annual
rate in August-September, the Consumer Price
Index slowed to a 3.7 percent rate in Novem-
ber and December. Crude oil prices, which
reached $40 per barrel at their height in Octo-
ber, fell below $30 early this year. Outside
of the energy sector, inflation has been sub-
dued recently.

Money growth decelerated sharply in 1990,
with the M2 and M3 aggregates barely exceed-
ing the lower limits of the Federal Reserve’s
target ranges. In the last 3 months of the year,
both aggregates were virtually unchanged. M2
adjusted for inflation, often a leading indicator
of economic activity, fell 3 percent from its
peak in December 1989. To alleviate the de-
cline in economic activity, the Federal Reserve
lowered the Federal funds rate from 8% per-
cent in July 1990 to around 6% percent at
the beginning of this year. The discount rate
was cut by % percentage point in December
1990.

The 3-month Treasury bill rate dropped
about 1Y percentage points from July to the
beginning of 1991 to reach 6.5 percent. At the
longer end of the maturity spectrum, the 10-
year Treasury note rate declined only slightly
over the period, primarily because of uncer-
tainties related to tensions in the Persian Gulf.
In early 1991, banks cut the prime rate %
percentage point to 9.5 percent.

ECONOMIC ASSUMPTIONS

Short-Term Prospects.—The Administra-
tion’s economic assumptions, developed jointly
by the Council of Economic Advisers, the
Treasury and the Office of Management and
Budget, show a resumption of economic growth
in the near future, with the pace accelerating
into 1992. From the fourth quarter of 1990
to the fourth quarter of 1991, real GNP is

Part One-31

29




Part One-32

THE BUDGET FOR FISCAL YEAR 1992

Table II1I-1. ECONOMIC ASSUMPTIONS 4
(Calendar years; dollar amounts in billions)
Actual Assumptions
1989 1990« 1991 1992 1993 1994 1995 1996
Major economic indicators:
Gross national product, percent
change, fourth quarter over fourth
quarter:
Current dollars .......cccceeeevevverceencnne 5.6 4.5 5.3 7.5 7.1 6.8 6.5 6.4
Constant (1982) dollars ................... 1.8 0.0 0.9 3.6 34 3.2 3.0 3.0
GNP deflator (percent change, fourth
quarter over fourth quarter) .......... 3.7 4.5 4.3 3.8 3.6 3.5 3.4 3.3
Consumer Price Index (percent
change, fourth quarter over fourth
(o0 F=) 1145 L 4.5 6.3 4.3 3.9 3.6 3.5 3.4 3.3
Unemployment rate, total (fourth
quarter)? . 5.3 5.8 6.6 6.5 6.0 5.7 5.2 51,
Annual economic assumptions:
Gross national product:
Current dollars:
Amount . 5,201 5,465 5,689 6,095 6,536 6,990 7,451 7,931
Percent change, year over year .. 6.7 5.1 4.1 7.1 T2 7.0 6.6 6.4
Constant (1982) dollars:
Amount 4,118 4,152 4,140 4,267 4,415 4,560 4,699 4,840
Percent change, year over year .. 2.5 0.8 -0.3 3.1 35 3.3 3.1 3.0
Incomes: .
Personal income .........cccceevercercenencnne 4,384 4,644 4,856 5,182 5,524 5,887 6,259 6,655
Wages and salaries .............. 2,573 2,700 2,802 3,006 3,235 3,467 3,703 3,950
Corporate profits before tax 308 300 294 335 379 419 447 484
Price level:
GNP deflator:
Level (1982 =100), annual aver-
AEOREr e oS, o ni e s e S e E e e 126.3 131.6 137.4 142.8 148.0 153.3 158.6 163.8
Percent change, year over year .. 4.1 4.2 4.4 3.9 3.6 35 34 3.3
Consumer Price Index:!
Level (1982-84=100), annual
average 122.6 129.1 135.8 141.2 146.4 151.6 156.8 162.0
Percent change, year over year .. 4.8 5.3 5.2 4.0 3.7 3.5 3.4 3.3
Unemployment rate, total,
annual average? ........cccocevivinnnnnne 5.2 5.4 6.7 6.6 6.2 5.8 54 5.1
Federal pay raises, January (percent) 4.1 3.6 4.1 4.2 4.7 4.3 4.1 4.0
Interest rates (percent):
91-day Treasury bills?® .......ccccceueu. 8.1 7.5 6.4 6.0 5.8 5.6 5.4 5.3
10-year Treasury notes ...........c..... 85 8.5 7.5 7.2 6.8 6.6 6.4 6.3
'CPI for urban wage earners and clerical workers. Two versions of the CPI are now published. The index shown here is that
currently used, as required by law, in calculating automatic cost-of-living increases for indexed Federal programs.
2 Percent of total labor force, including armed forces residing in the U.S.
3Avcrage rate on new issues within period, on a bank discount basis. These projections assume, by convention, that interest
rates decline with the rate of inflation.
‘Based on data available as of mid-December 1990.

projected to rise only 0.9 percent, with most
of the gain in the second half of the year.
The slow growth is projected to push the total
unemployment rate to the neighborhood of 6%
percent for much of the year. Faster real
growth of 3.6 percent during 1992 is expected
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to put the unemployment rate back on a down-
ward path (Table T1I-1).

The assessment that the downturn will be
mild and soon turn toward recovery is based
on several factors. First, the economy entered
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this period of weakness in relatively healthy
condition. Unlike previous cyclical peaks, it
was not overheated last year: growth had al-
ready slowed to well below a sustainable pace,
inflation and interest rates had not spiked,
and business inventories remained in line with
final sales. With few of the imbalances that
typically arise at the end of an expansion,
there is little need for a long period of decline
while excesses are eliminated.

Second, the precipitous loss of consumer con-
fidence since July was due to an external devel-
opment, the Persian Gulf crisis, rather than
internal weakness. Confidence can be restored
quickly if it becomes evident that there will
not be a replay of the previous oil shocks.

Third, a recovery in interest-sensitive sectors
such as housing, consumer durables and busi-
ness investment is likely as a consequence of
the fall in interest rates in recent months.
Moreover, economic activity will be supported
by an improvement in the trade balance. The
12 percent depreciation of the dollar during
1990 has made domestically produced goods
more competitive on world markets. In addi-
tion, faster growth abroad will further boost
U.S. exports relative to imports.

Finally, the rate of inflation is likely to de-
cline in 1991 and 1992, reflecting a return to
pre-crisis oil prices, the weaker labor market,
and greater excess capacity.

Table III-2 shows a range of estimates for
economic variables related to saving, invest-
ment and foreign trade, as required by the
Omnibus Trade and Competitiveness Act of
1988. The merchandise trade balance and cur-
rent account are expected to improve consider-

ably in 1992 due to the continuing favorable
impact on the Nation’s competitive position of
the dollar’s decline during 1990 and relatively
faster growth abroad. As a result, net foreign
investment in the United States will be re-
duced. Net domnestic saving and net private
domestic investment in 1992 are projected to
be around the levels of 1990 as declines during
the period of sluggish activity in 1991 are off-
set by subsequent increases as rapid growth
resumes.

It is difficult to gauge the effect of Federal
Government borrowing from the public on in-
terest rates and exchange rates as required
by the Act. Both are influenced by many fac-
tors besides Government borrowing in a com-
plicated process involving supply and demand
of credit and public perceptions of fiscal and
monetary policy here and abroad. The propos-
als in this budget are not expected to exert
a substantial independent influence on ex-
change rates.

Long-Term  Assumptions.—Real GNP
growth is assumed to be about 3 percent annu-
ally by 1995-1996, accompanied by gradual de-
clines in inflation and interest rates. The
growth projection is based on a slowing in the
growth of the labor force, offset by faster
growth of labor productivity. The civilian labor
force is assumed to rise about 1.3 percent per
year toward the end of the projection period,
slightly less than its average of the last four
years. Labor productivity is assumed to in-
crease at an annual rate of 1.9 percent per
year at that time, up from the 1.3 percent
of the last expansion.

Table III-2. SAVING, INVESTMENT, AND TRADE BALANCE

(In billions of dollars)

1990 actual 1992 estimate

Merchandise trade balance ........cccovvveveeevennernienneennne
Current account balance ......c..coocvvviciniiinniicinininnnne
Net foreign investment ........c.ccccoivviiiniiiniinniniinnnine
Net domestic saving (excluding Federal saving)® .....
Net private domestic investment .......cc.cceceecevveenennen.

............................. -102 =75 to -95
............................. -96 -65 to -85
............................. -88 —60 to -80
............................ 256 240 to 260
............................. 185 180 to 200

! Defined for purposes of Public Law 100—418 as the sum of private saving and the surpluses of State and local
governments. All series are based on National Income and Product Accounts except for the current account.
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The productivity gain is predicated on the
adoption of sound fiscal and monetary policies
that foster a higher rate of capital formation.

THE BUDGET OUTLOOK UNDER
ALTERNATIVE ASSUMPTIONS

Because there is considerable uncertainty
surrounding any economic projection, it is use-
ful to consider how the budget deficit would
be affected if economic performance differed
from the assumptions underlying the budget.
Two such alternatives are examined in this
section.

The “higher growth” alternative allows for
the possibility that the economy will pass
through the next six years without a signifi-
cant downturn in economic activity. Following
a one-quarter decline in real GNP in the
fourth quarter of 1990, real economic growth
resumes in 1991 at a faster pace than in the
budget assumptions. Real GNP rises 1.3 per-
cent over the four quarters of 1991 and 3.8
percent during 1992 (Table III-3). This alter-
native might occur with a quick rebound in
consumer confidence and spending or a strong
performance of U.S. exports in early 1991.

GNP in this alternative is assumed to grow
3.2 percent per year in 1995-1996 compared
with 3.0 percent in the budget. Inflation and
interest rates are also assumed to be some-
what higher.

The 1992 deficit is $6.9 billion lower with
the high growth path than in the budget; by
1996 the deficit is $30.3 billion less (Table
II14). The effect of faster economic growth
and higher inflation on receipts outweighs the
effect of higher inflation and interest rates on
outlays.

In the “lower growth” alternative, the econ-
omy experiences a sharp and lengthy down-
turn in 1990-1991. The banking sector is as-
sumed to be severely affected in this scenario,
with a prolonged period of high losses and in-
creasing insolvencies. This alternative might
arise if confidence falls even further as the
economy weakens. Economic growth following
this recession is slower than in the budget,
rising only 2.6 percent in 1996. Interest rates
and inflation are somewhat lower in this alter-
native because of weaker demand.

The deficit is $40.4 billion higher in 1992
on the lower growth path. This includes an

Table I1I-3. ALTERNATIVE ECONOMIC ASSUMPTIONS
(Calendar years)
1991 1992 1993 1994 1995 1996
Percent increase, fourth quarter over fourth

quarter:

Real GNP:

Budget assumptions ......cc.ccccceeceeniiicrenennnns 0.9 3.6 34 3.2 3.0 3.0
HigheT:@rowtht ..........oiveoitiiosmisesonnmessimons 1.3 38 3.6 34 3.2 3.2
LOWETRTOWER rs et ns i s iinss -13 35 3.3 2.9 2.7 2.6

GNP deflator:

Budget assumptions .......cceeiiiieeiiniinninne 4.3 3.8 3.6 3.5 34 3.3

Higher growth .......ccccovnivvcnninnnnniencnenns 4.5 4.2 4.1 4.0 3.9 3.8

Lower growth ... ansanmasassnaamasias 4.1 3.6 34 3.3 32 3.1
Total unemployment rate:?

Budget assumptions ......c...ccccerrvicricncnnenne 6.7 6.6 6.2 5.8 54 5.1

Higher growth .......cccvvveeccrniininninniinenne, 6.5 6.4 6.0 5.6 5.2 5.0

Lower growth: ==umsn smannnannins 7.1 6.9 6.5 6.1 5.7 5.4
91-day Treasury bill rate:?

. Budget assumptions ..........cccceeverrreireernnenns 6.4 6.0 5.8 5.6 5.4 5.3
Higher growth 6.7 6.5 6.4 6.2 6.0 5.9
Lower growth 6.2 5.7 5.5 5.3 5.2 5.1

! Annual average, percent.
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Table II1I-4. BUDGET EFSECTS OF ALTERNATIVE ASSUMPTIONS
(Differences from budget; in billions of dollars)

1991 1992 1993 1994 1995 1996

Higher growth:
ROCEIPES oo e suiznsinnesnmisiiion oo i suinsosisssnsprenodass 3.3 10.7 20.3 30.6 42.4 54.9
QUtlaYse s e T 0.1 3.8 10.1 13.7 19.1 24.6
Deficit reduction (=) ....coovvvivviniiiniinieniiennns -3.2 -6.9 -10.2 -16.9 -23.3 -30.3

Lower growth:
Receipts! i rns e e an s -13.4 -30.8 -40.2 —48.1 -57.8 -69.0

Outlays:

BT s il S o ion o i SR s st s 10.6 8.6 8.3 8.5 1.5 -14
OtHer msm e T TR 1.5 1.0 0.5 0.6 2.2 3.8
TotaliQUEIRYE ..cuuseieesrisnssusssunsosesnassonnsesssase 12.1 9.6 8.8 9.1 3.7 24
Deficitiincraase (%) s mrmmannemmernan: 25.5 404 49.0 57.2 61.5 714

$8.6 billion increase in the FDIC Bank Insur-
ance Fund (BIF) outlays. A tentative estimate
would put additional BIF outlays at $36 billion
over the next 6 years. The deteriorating health
of depository institutions is discussed in Chap-
ter VIILA., “Recognizing and Reducing Federal
Underwriting Risks.” By 1996, the deficit
would be $71.4 billion higher in this lower
growth alternative.

STRUCTURAL vs. CYCLICAL DEFICIT

The OBRA reforms succeeded in putting the
structural deficit on a declining path. This im-
provement, however, has been obscured by
temporary factors.

The downturn in the economy has raised un-
employment and caused GNP to fall below its
high employment level. The decline in eco-

nomic activity has also caused the budget defi-
cit to increase. Table III-5 divides the deficit
into a cyclical component and a noncyclical
structural component. On this calculation, cy-
clical factors account for $45 billion of the 1992
deficit, up from $5 billion in 1990.

Assuming that, by 1996, the total unemploy-
ment rate will have returned to 5.2 percent—
its level in the second quarter of 1990—the
cyclical portion of the deficit will be $2 billion,
while the structural portion will be a $22 bil-
lion surplus. Although the cyclical deficit is
virtually eliminated by 1996, the downturn
has a lingering effect on the structural porticn,
Because of the additional debt incurred while
the unemployment rate exceeds 5.2 percent,
interest costs are permanently higher. These
additional interest payments amount to $13

Table III-5. ADJUSTED STRUCTURAL DEFICIT
(In billions of dollars)

1990 1991 1992 1993 1994 1995 1996
Consolidated surplus or deficit (-) ... -220 -318 -281 -202 -62 -3 20
Cyclical component ........ceeeiveeneenn 5 37 45 34 22 11 2
Structural surplus or deficit (-) ....... -215 -281 -236 -168 -40 8 22
Deposit insurance outlays ............. 58 111 88 44 -38 -42 -30
Adjusted structural deficit ................ -157 -170 -148 -124 -78 -34 -8
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billion in 1996. Without them, the structural
surplus would be $35 billion.

Outlays for deposit insurance of thrifts and
banks, as well as the receipts from sales of
assets of failed financial institutions, are “one-
time only” transactions that will not be re-
peated once the problems of thrifts and banks
are resolved. Moreover, the near-term outlays
are partly balanced by future offsetting collec-
tions when the Government disposes of the as-
sets it has acquired. The underlying deficit is
not affected by such transactions. Removing
deposit insurance from the deficit calculation
reduces the 1992 deficit by $88 billion, and
adds $30 billion to the 1996 deficit.

The consolidated deficit shows a large $61
billion increase between 1990 and 1992 and
a very rapid improvement over the succeeding
four years. Subtracting both the cyclical compo-
nent and deposit insurance from the consoli-
dated deficit yields an adjusted structural defi-
cit that declines gradually between 1991 and
1996.

IMPACT OF ECONOMIC CHANGES ON
THE DEFICIT

Recent economic developments and changes
in the economic assumptions from the 1991
budget for 1991-1995 have a large negative
impact on the deficit (Tables III-6 and III-7).
On balance, changes from the 1991 budget as-
sumptions are estimated to have raised the
deficit by about $71 billion in 1991, and by
$109 billion in 1995. Receipts are $49 billion
lower in 1991 and $43 billion lower in 1995.
The much weaker economy in 1991 keeps the
level of real GNP in subsequent years below
that assumed in last year’s budget. Outlays
are higher in all years as a result of increased
costs for unemployment-sensitive programs
and higher interest costs associated with high-
er interest rates and a larger outstanding Fed-
eral debt. The enlargement of the deficit is
ameliorated somewhat by slightly higher infla-
tion, which adds more to receipts than to out-
lays. Changes in policies and technical
reestimates, including the increased cost to re-
solve thrift and bank insolvencies, are not in-
cluded in these figures.

Table III-6. COMPARISON OF ECONOMIC ASSUMPTIONS IN THE 1991
AND 1992 BUDGETS
(Calendar years; dollar amounts in billions)
1990 1991 1992 1993 1994 1995

Nominal GNP:

1991 budget assumptions?® ........ccccceveeeuenneen. 5,544 5,958 6,391 6,830 7,270 7,713

1992 budget assumptions ........cccecvevrrvvrneranes 5,465 5,689 6,095 6,536 6,990 7,451
Real GNP (percent change):?

1991 budget assumption ........ccceveeereerveerrueenes 2.6 3.3 3.2 3.1 3.0 3.0

1992 budget assumptions .........ccceevceeveeenennne -- 0.9 3.6 34 3.2 3.0
GNP deflator (percent change):®

1991 budget assumption ..........cceeeeerveerenrnenne 4.2 4.1 3.8 3.5 3.2 2.9

1992 budget assumptions ........cccceceeceevrenernee. 4.5 4.3 3.8 3.6 3.5 3.4
Interest rate on 91-day Treasury bills

(percent):

1991 budget assumptions .........ccccccceeveveeenees 6.7 5.4 5.3 5.0 4.7 44

1992 budget assumptions .......cc.ccceveeveeervenenne 7.5 6.4 6.0 5.8 5.6 5.4
Total unemployment rate (percent): i

1991 budget assumptions ........ccccccvvrvvrennen. 54 5.3 52 5l 5.0 5.0

1992 budget assumptions .........cceccvvervuerennennn. 54 6.7 6.6 6.2 5.8 54

! Adjusted for July 1990 revisions.  ?Fourth quarter to fourth quarter.
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Table III-7. EFFECTS ON THE BUDGET OF CHANGES IN ECONOMIC
ASSUMPTIONS SINCE LAST YEAR
(In billions of dollars)
1991 1992 1993 1994 1995
Budget totals under 1991 budget economic
assumptions and 1992 budget policies:
RBEEIPES . v ovvvvemememmsssinissnetanis domss bt i Naviims 1,140.8 1,228.2 1,323.0 1,422.3 1,510.1
(8101 ¥z 1 7 A A e g S 1,388.0 1,408.8 1,405.9 1,368.7 1,404.0
Surplus or Deficit (=) ...cccooeveueninecencneecennne -247.2  -180.6 -82.9 53.6 106.1
Changes due to economic assumptions:
RO APl oot s et e s et i -49.4 -63.2 -70.3 -57.0 —42.8
Outlays:
I A O e it fs rere i et e e s e L T e 5.0 9.5 11.9 14.0 15.5
Unemployment. ....c.tormmnnmmmsrm s 6.3 6.9 5.8 4.3 252
INEERESETALES" 1. iuivsoss sariiesssmmassuentussssssnssussniosesses 5.9 10.9 14.4 17.8 19.8
Interest on changes in borrowing .................... 4.4 9.8 16.2 22.3 28.8
Rota ] MONEIATSE. . csoces o e musomnssnss s easuniessos s 216 371 48.3 58.4 66.3
Increaserinideficits ...coormimnsmsmans 71.0 100.3 118.6 115.4 109.1
Budget totals under 1992 budget economic
assumptions and policies:
RECEiPls: s smiemmn s e R AT 1,091.4 1,165.0 1,252.7 1,365.3 1,467.3
L R e 1,409.6 1,445.9 1,454.2 1,427.1 1,470.3
Surplus or Deficit (=) ..ooooovevevenviciciinennee -318.1 -280.9 -201.5 -61.8 -2.9
SENSITIVITY OF THE BUDGET TO leading to insolvencies. If the increase in

ECONOMIC ASSUMPTIONS

Both receipts and outlays are powerfully af-
fected by changes in economic conditions. This
sensitivity seriously complicates budget plan-
ning because errors in economic forecasting
lead to errors in the budget forecast. Many
of the budgetary effects of changes in economic
assumptions are fairly predictable, however,
and rules of thumb embodying these relation-
ships can be used to estimate how various
changes in the economic assumptions would
alter outlays, receipts, and the deficit. Table
I11-8 summarizes these rules of thumb.

These standard rules of thumb do not fully
account for the budgetary impacts that are
likely in an environment where many thrifts,
banks, and other financial institutions are al-
ready under stress. In these circumstances, the
impact on outlays of lower real GNP growth
would be larger than shown in Table III-8.
In the past, an average recession has been
accompanied by a doubling in the rate of net
charge-offs of nonperforming loans at banks,

charge-offs is greater than in past recessions,
then the increase in Federal outlays to cover
the liabilities of financial institutions would
also be greater.

Table III-8 shows that if real GNP growth
is lower by one percentage point in calendar
1991 only, and the unemployment rate rises
by one-half percentage point, the 1991 deficit
will be increased by $5.9 billion. The budget
effects are much larger if the real growth rate
is assumed to be one percentage point less in
each year 1991-1996 and the unemployment
rate rises one-half point 1n each year. The lev-
els of real and nominal GNP then are below
the base case by a steadily growing percentage
and the unemployment rate steadily rises com-
pared with the base case. The deficit is $117.8
billion higher than unde- the base case by
1996.

The effects of slower pro-ductivity growth are
shown in a third exa.aple where real growth
is one percentage poiat lower per year, while
the unemployment rate is unchanged. In this
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case, the estimated budget effects mount
steadily over the years, but more slowly. The
effect on the deficit reaches $103 billion by
1996.

Joint changes in interest rates and inflation
have a smaller effect on the deficit than equal
percentage point changes in real GNP growth,
because their effects on receipts and outlays
are substantially offsetting. If the rate of infla-
tion and the level of interest rates are higher
by one percentage point in all years, the price
level and nominal GNP rise by a cumulatively
growing percentage above their base levels. In
this case, the effects on receipts and outlays
mount steadily in successive years, adding
$63.3 billion to outlays and $78.5 billion to
receipts in 1996, reducing the deficit by $15.2
billion.

These estimates assume inflation adjust-
ments with a 2-year lag to the ceilings for
budget authority for discretionary programs in
accordance with the procedures specified in the
Budget Enforcement Act of 1990. They also
assume that Congress would increase appro-
priations to the adjusted ceilings. The lag in-

volved in this adjustment to the ceiling for
nominal budget authority results in a reduc-
tion in real outlays for discretionary programs
when inflation is higher than was forecast in
the Act, and an increase in real outlays when
inflation is lower.

The table also shows the interest rate and
the inflation effects separately, and rules of
thumb for the added interest cost associated
with higher or lower deficits (increased or re-
duced borrowing).

The effects of changes in economic assump-
tions in the opposite direction are approxi-
mately symmetric to those shown in the table.
The impact of a one percentage point lower
rate of inflation or higher real growth would
be of about the same magnitude, but with the
opposite sign.

These rules of thumb hold the income share
composition of GNP constant. Because dif-
ferent income components are subject to dif-
ferent taxes and tax rates, estimates of total
receipts can be affected significantly by chang-
ing income shares. These relationships are too
complex, however, tc reduce to simple rules.
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Table III-8. SENSITIVITY OF THE BUDGET TO ECONOMIC ASSUMPTIONS
(In billions of dollars)

Budget effect 1991 1992 1993 1994 1995 1996

Real Growth and Employment

Effects of 1 percent lower real GNP growth in
calendar year 1991 only, including higher
unemployment: !

Receipts -5.2 -11.5 -13.9 -14.7 -15.4 -16.0
Outlays 0.7 3.9 4.5 5.8 7.5 8.7
Deficit INCrease (+) ....cccveeeeereiieniiieeiennenionneeeecnns 5.9 15.4 18.4 20.5 229 24.7

Effects of a sustained 1 percent lower annual real
GNP growth rate during 1991-1996, including
higher unemployment: !

Receipts ......cccocveenee -5.2 -17.1 -32.0 —48.1 -66.0 -85.1
Outlays .. NPPRP O G — 0.7 4.6 9.9 15.2 24.4 32.7
Deficit increase (+) ....... 5.9 21.7 41.9 63.3 90.4 117.8

Effects of a sustained 1 percent lower annual real
GNP growth rate during 1991-1996, with no
change in unemployment:

B O D T o o s el n e o T Saloh v -5.1 -17.1 -32.2 -48.8 —67.5 -88.0
ORHAYS st s T e e e, 0.1 1.0 2.8 5.7 10.5 15.2
Deficit increase () ....cccinimnni i i, 5.2 18.1 35.0 54.5 78.0 103.2

Inflation and Interest Rates

Effects of 1 percentage point higher rate of
inflation and interest rates during calendar year

1991 only:

REGEIPEE: .. nesnmitssssmmsiasminisoma st ssnissinsssaisisass 5.6 11.8 12.0 11.5 12.3 12.7

OUtlaYE: A e R A RN A AT 4.6 110 10.1 11.0 11.4 11.5
Deficit increase (+) ....c.ccoccevieiecencienenicncnccnnennee -1.0 -0.8 -1.9 -0.5 -0.9 -1.2

Effects of a sustained 1 percentage point higher
rate of inflation and interest rates during

1991-1996:
Receipts 5.6 18.2 31.9 45.9 61.7 78.5
Outlays 4.6 16.2 27.7 39.2 51.2 63.3
Deficit increase (+) ........cccceeveereneneeneeciensenecesecnce -1.0 -2.0 -4.2 -6.7 -10.5 -15.2
Effects of a sustained 1 percentage point higher
interest rate during 1991-1996 (no inflation
change):
e RN P RS SR SO S T 0.7 1.9 2.4 2.6 2.9 3.1
OURlays) =rem. ot o ro i amammasa st s o e 4.3 13.6 20.0 24.1 27.8 30.0
Deficit incronse (+) ......cc.ccoieacsmacssesssnessocsoniossanses 3.6 11.7 17.6 21.5 249 26.9
Effects of a sustained 1 percentage point higher
rate of inflation during 1991-1996 (no interest
rate change):
R OGRS oo msa s e e e T e s e R TR 2 49 16.3 29.5 43.3 58.8 75.4
OTTTAYE] st mrimsss e ssit s el 0.3 2.8 8.0 15.6 24.3 34.7
Deficit increase (+) ....ccovoveiiieinnicenncinicnicenisnnnee -4.6 -13.5 -21.5 -27.7 -34.3 —40.7
Interest Cost of Higher Federal Borrowing
Effect of $100 billion additional borrowing during
1991 2.7 7.6 7.9 8.3 8.8 9.0

'The unemployment rate is assumed to be 0.5 percentage point higher per 1 percent shortfall in the level of real GNP.
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PART TWO

THEMES
AND
PRIORITIES

IV. INVESTING IN THE FUTURE

Part Two-1

Portions of sections IV.C and IV.E have been
extracted and reprinted herein.

The entire section IV. may be referred to on

pages Part Two-1l through Part Two-106 of the "Budget
of the United States Government."
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Improving the Air Transport System—
Aeronautics R&D.—The goal of NASA’s aero-
nautics research and technology program is
based on a strategy that calls for developing
a broad technology base in support of the com-
mercial aviation industry; enhancing the safety
and capacity of the national airspace system;
and helping assure U.S. aeronautical superi-
ority for national security. Aeronautics R&D
has traditionally been a highly successful close
cooperative effort between the Federal Govern-
ment and the private sector.

Technologies are being pursued which offer
major advances in vehicle performance and ca-
pabilities. Research efforts have been ex-
panded in high-payoff areas associated with
a broad range of future vehicle applications
including subsonic and high-speed transport
aircraft.

The budget proposes $543 million for aero-
nautics R&D (excluding High Performance
Computing), an increase of 13 percent over the
1991 enacted level. The budget proposal re-
flects the need to continue to address critical
technology barriers to and strengthen tech-
nology development necessary for future avia-
tion advances. Work in focused high-speed re-
search has been expanded to include a focus
on enabling propulsion materials necessary to
develop future aircraft. In addition, the budget
includes funding for a new program focused
on advanced subsonic aircraft. This program
will develop nondestructive evaluation tech-
nology to help ensure the safe operation of
aging transport aircraft now in. the National
Airspace System and will also provide the
technology base for application and cer-
tification of fly-by-light and power-by-wire con-
trol systems.

In addition to the work proposed above, the
budget includes $72 million as NASA’s share
of the joint NASA/Defense National Aerospace
Plane Program (NASP). Defense will provide
$233 million in 1992. This program is focused
on development of hypersonic technology lead-
ing to a future decision on a flight research
vehicle.
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MAINTAINING NATIONAL SECURITY:
DEFENSE R&D IN THE 1992 BUDGET

For all defense-related R&D, including R&D
supported by the Departments of Defense and
Energy, the budget proposes $43 billion, an
increase of over $5 billion, or 14 percent, above
1991. Defense-related R&D will comprise 60
percent of overall Federal R&D funding in
1992,

Department of Defense.—A strong defense
R&D program is a key element of United
States national security strategy. This is un-
derscored by the fact that R&D funding will
grow from $35 billion in 1991 to over $40 bil-
lion in 1992 while the defense budget overall
will decline in real terms. Not only does the
Defense R&D program provide for the develop-
ment of major weapon systems but it also pro-
vides important general benefits to U.S. tech-
nological capabilities.

Technology Base.—The budget proposes $3.9
billion for the technology base—programs for
basic and applied research that provide future
defense options and that advance technologies
with broad applications. It also helps guard
against technological surprise by potential ad-
versaries. Investment in the technology base
provides a broad range of options for future
military capabilities that may be necessary. It
is essential for the U.S. to maintain the tech-
nological superiority in fielded weapon systems

and the commitment to development and ex-
ploitation of advanced technologies. Examples
are anti-submarine technologies for detecting
increasingly quiet submarines, improving tor-
pedo warheads and delivery mechanisms, and
developing nonconventional methods of acous-
tic detection. As discussed in the section of
this chapter on high performance computing
and communications, Defense will play a lead
role in developing the technology to increase
computer performance by several orders of
magnitude. This continues the pathfinding ef-
forts of the Department of Defense that have
led to today’s advanced parallel processors. In
addition, DOD technology-base R&D programs
have led to civilian applications. These include
CATSCAN imaging technology for improved
medical diagnosis, advanced structural mate-
rials for commercial aircraft (aluminum alloys
and composites) and such common devices as
microwave ovens. The basic research portion
of the DOD technology base supports a wide
range of scientific disciplines, including ocean-
ography, materials, mathematics and bio-
chemistry.

Development.—The budget proposes nearly
$37 billion for development programs, an in-
crease of over $5 billion, or 16 percent. Within
this total, the budget proposes $2.2 billion to
fabricate prototype systems and subsystems
that support defense missions. Some of these
also have potential commercial applications.
Defense will provide major support to
SEMATECH, the semiconductor industry con-
sortium, to advance the manufacturing of inte-
grated circuits. In space, defense is providing
significant support for the National Aerospace

Table C-11. MAINTAINING NATIONAL SECURITY
(Dollar amounts in millions)
Budget Authority
Deperineet 1991 1992 Dollar  Percent
Enacted Proposed change change

Defense-military functions .........c.ccceceveviecveeneeenneecvenneeeneeneenns 35,176 40,479 +5,303 +15
Basi G rEReARCH . rr i s R e S e e 992 1,010 +17 +2
Applied research ... e 2,754 2,861 +106 +4

1 T 0] 03 3T ] S T 31,429 36,609 +5,180 +16
Energy-atomic energy defense programs .........c.cceeeviveeccnennne 2,608 2,768 +161 +6
Total, Conduct of R&D ......ceovvivemicee i, 37,783 43,247 +5,464 +14
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Plane Program and for development of a new
space launch system.

The budget proposes nearly $5 billion for
preliminary work on subsystems and support-
ing technology for defense against ballistic
missiles under the Strategic Defense Initiative.
These efforts are directed toward a defense
against limited attacks from anywhere in the
world against U.S. territory, deployed U.S.
forces or our allies.

The largest portion of Defense R&D funding
is allocated to the development of a new gen-
eration of advanced weapons systems and im-
provements to currently-deployed systems. The
budget proposes over $29 billion for these ac-
tivities. New weapons systems under develop-
ment include the B-2 bomber, the Advanced
Cruise Missile, the Advanced Tactical Fighter,
the SSN-21 attack submarine and advanced
armored vehicles. In addition, current systems,
such as the M-1 tank, the F/A-18 fighter and
the F-16 multi-role aircraft will be upgraded.

Department of Energy.—The budget pro-
poses $2.8 billion for Department of Energy
(DOE) Atomic Energy Defense programs, an
increase of $161 million, or 6 percent over
1991, The largest component of these R&D ac-
tivities is the research, development and test-
ing of nuclear weapons. The budget proposes
$1.8 billion for that activity, including associ-
ated R&D facilities, an increase of $27 million
over 1991. The DOE nuclear weapons R&D
program will increase efforts to improve the
safety of nuclear weapons and to develop new
technology to verify arms control treaties. In
addition, the DOE weapons laboratories are
increasing efforts to promote the transfer of
non-sensitive defense-funded technology to the
private sector. The budget proposes $32 mil-
lion to support for such technology transfer
activities.

The environmental cleanup of atomic energy
defense facilities is one of the fastest growing
programs in DOE. Technology development ac-
tivities play a major role in the clean-up effort,
resolving major technical issues related to ef-
fective waste management and cleanup and
advancing technologies to attain and maintain
compliance with current laws and regulations.
The budget proposes to increase this invest-
ment in technology development by 60 percent,
from $206 million in 1991 to $330 million in
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1992. The complete DOE environmental res-
toration and waste management progam is dis-
cussed in detail in Chapter IV.E.

In addition, DOE develops nuclear reactor
systems to power Naval vessels. The budget
proposes $678 million for Naval reactors R&D,
an increase of $26 million over 1991.

ENCOURAGING INCREASED PRIVATE
SECTOR R&D INVESTMENTS

The budget proposes permanent extension of
the research and experimentation tax credit
and a one-year extension of the tax rules gov-
erning the allocation of foreign and domestic
R&D expenditures.

Industry is the largest supporter of R&D in
the Nation, providing about 50 percent of the
total national R&D investment. It also per-
forms much of the R&D funded by the Federal
Government. In total, over 70 percent of all
R&D is performed by industry.

From the early 1960s through the mid-
1980s, total real industrial R&D expenditures
increased significantly, mostly in development.
Since the mid-1980s, however, the rate of
growth in industrial R&D spending has leveled
off, dropping from a rate of 7 percent average
annual percent real growth between
1980-1985 to 2 percent between 1985-1990.
For 1990 and 1991, both the National Science
Foundation and the Battelle Memorial Insti-
tute project that industrial R&D will, at best,
keep pace with inflation. The tax incentives
can help boost private R&D investment.

R&E Tax Credit

The Research and Experimentation (R&E)
tax credit was originally adopted in 1981 to
encourage increased private R&D spending.
The credit was never made permanent, but
was renewed in 1986, 1988, 1989 and 1990
at a lower rate than originally granted. Reduc-
ing the rate of the credit, combined with reduc-
tions in corporate income tax rates and the
actual calculation of the credit, have the effect
of reducing the incentive effect of the original
credit by more than 50 percent.

R&E tax credits prior to 1989 reduced the
cost of increments to R&D for most qualifying
firms by about 6 to 9 percent. In 1989 the
incentives provided by the credit were im-
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INDUSTRY SUPPORT FOR RESEARCH AND DEVELOPMENT
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proved. The version of the R&E credit enacted
in 1989, and extended in the 1990 Omnibus
Budget Reconciliation Act, reduces, for most
qualifying firms, the cost of increments to
R&D by 20 percent. Bailey and Lawrence have
estimated that this version of the R&E tax
credit should increase corporate R&D spending
in the 1990s by about 4 percent. Making the
credit permanent would help reverse the re-
cent trend toward leveling off of corporate
R&D spending.

The budget proposes two changes in the tax
code designed to provide additional incentives
for industry to increase its R&D expenditures.
The budget proposes to make the 20 percent
R&E tax credit permanent by allowing 100
percent of total research expenses to be used
for the computation of the credit for all years
after December 31, 1990. In addition, the
budget proposes to extend for one year the
rules, as modified in 1989 and extended in
the Omnibus Budget Reconciliation Act of
1990, for the allocation of foreign and domestic
R&D expenditures for companies with foreign
operations. The proposal would allow 100 per-
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cent of U.S. expenditures to be covered rather
than the current 75 percent. This proposal
would apply to all tax years beginning after
August 1, 1990, when the current rules ex-
pired.

ENHANCING THE R&D
INFRASTRUCTURE

Adequate research facilities and equipment
are essential to the effectiveness of national
research efforts—collectively an enterprise
that supports the search for a basic under-
standing of nature, the missions of government
agencies, the improvement of industrial prod-
ucts and processes, and the training of future
generations of scientists and engineers. To sus-
tain a strong national research capability and
to enable expansion of research capacity, R&D
infrastructure must be maintained and replen-
ished.

Overview of Trends and Status of
National R&D Infrastructure

The Federal Government directly funds the
cost of facilities and equipment necessary for
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the conduct of R&D at Federal facilities. Pri-
vate industry and universities have primary
responsibility for the R&D infrastructure
under their respective jurisdictions. However,
since the Federal Government does support
basic research at universities, it provides sub-
stantial funding for university R&D facilities
and equipment:

e For new facilities and equipment, Federal
agencies provide direct funding where they
are directly related to federally funded re-
search.

e For repair and renovation, the Federal
Government provides indirect funding,
through the payments to universities of
use and depreciation allowances for re-
search facilities as part of the indirect
costs associated with research grants.

University Research Facilities.—The Na-
tional Science Foundation reported in its 1990
facilities survey that there were an estimated
116 million net assignable square feet (NASF)
of science/engineering (S/E) research space at
the Nation’s 525 research-performing institu-

tions in 1990, representing 42 percent of the
total 276 million NASF of S/E space at these
institutions. (This figure excludes aca-
demically-administered Federally Funded Re-
search and Development Centers (FFRDCs).)
There were no significant changes from 1988
to 1990 either in the overall amount of aca-
demic research space or in its distribution
among institution types or research disciplines.

Federal Support for University Research
Facilities.—The Federal Government has pro-
vided a significant level of support for univer-
sity research facilities. This includes direct
support for facilities in support of federally
funded research and indirect cost recoveries.
In 1988-89, the latest period for which esti-
mates are available, private institutions initi-
ated $738 million of new construction and pub-
lic institutions initiated $1.73 billion of new
construction. The Federal Government pro-
vided an estimated 11 percent and 16 percent
of these funds, respectively.

Expenditures for the repair and renovation
of research facilities totalled an estimated $1
billion in 1988-1989, with private institutions

FEDERAL SUPPORT FOR UNIVERSITY INFRASTRUCTURE THROUGH
INDIRECT COST PAYMENTS HAS GROWN SHARPLY
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accounting for one-third of this total ($311 mil-
lion). Direct Federal funding accounted for 9
percent of repair and renovation activity at
private institutions, and 4 percent at public
institutions.

Indirect Federal support for academic re-
search facilities, through the recovery of use
and depreciation charges and operations and
maintenance charges on Federal grants,
reached almost $1 billion in 1988 (the latest
year for which data are available). Almost 20
percent of these charges was for facility depre-
ciation (which was then intended to be applied
by the institutions to renovation or new con-
struction). The remaining 80 percent was for
recovery of operations and maintenance costs.
Over the period 1982-1988, the level of indi-
rect cost recoveries of facilities charges in-
creased over 70 percent in real terms.

However, because indirect cost recoveries are
generally credited to the general funds of the
institutions, there is no way to determine if
the use/depreciation recoveries were actually
applied to research facility construction or re-
pair.

The NSF survey reported an estimated $12
billion in “needed, but wunfunded capital
projects” at universities. Each academic insti-
tution must provide a certification that its re-
search facilities are adequate (to perform the
research proposed) as a condition of accepting
research grants. This backlog reported by NSF
has not had an apparent effect on the ability
of universities to accept Federal research
funds. However, the perception of such a large
“backlog” has led to increased calls from the
institutions and many members of Congress
for a major expansion of Federal support for
academic research facilities. There has been
Congressional action in two areas:

e “Earmarking” of Federal funds to con-
struct new facilities at particular institu-
tions. The Office of Science and Tech-
nology Policy, as part of its continuing
evaluation of the state of university re-
search facilities, estimates that about $427
million was appropriated for such projects
in 1991. (The issue of earmarking is dis-
cussed in more detail in a later section
of this chapter.)

44

¢ Providing direct grants for academic re®
search facilities repair and renovation
through the National Science Foundation,
funded at $20 million in 1991.

The 1992 budget does not contain funding
for either of these practices. Earmarking which
does not involve merit review of any kind, is
an inefficient use of scarce resources. Further,
it has the effect of weakening the Nation’s
overall R&D effort. Funds earmarked for aca-
demic research facilities by Congress in 1991
and previous appropriations bills not only were
without the benefit of merit-based review, but
most often came at the expense of needed in-
creases in support for academic researchers
and in other key activities at Federal lab-
oratories. The Administration will continue to
support direct Federal funding for academic
research facilities where such facilities are an
integral part of merit-based, competitive re-
search projects. For example, the budget pro-
poses $25 million for academic research facili-
ties associated with the National Research Ini-
tiative of the Department of Agriculture.

Special programs for facilities repair and
renovation are not warranted because the Fed-
eral Government directly supports only a small
proportion (less than 10 percent) of this activ-
ity. Further, the large amounts of funds recov-
ered as indirect costs represent a considerable,
and continuing, investment in academic re-
search facilities.

1992 BUDGET PROPOSALS FOR
RESEARCH FACILITIES

The budget proposes nearly $4 billion for
construction, repair and modernization of R&D
facilities and for major research equipment, an
increase of $464 million or 15 percent. The
major increases in 1992 are due to the initi-
ation of construction of the Superconducting
Super Collider and the new instrumentation
initiative in NSF. This initiative, funded at
$50 million in 1992, will provide state-of-the-
art instrumentation to university researchers
through a merit-based competitive process.
The Federal funding will be matched 50:50
from non-Federal sources. In addition, al-
though total funding for R&D facilities in the
Department of Agriculture (USDA) is proposed
to decline, there is a total of $25 million for
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Table C-12. IMPROVING R&D FACILITIES

(Dollar amounts in millions)

Budget Authority Outlays

Department or Agency 1991 1992 Dollar  Percent 1991 1992 Dollar  Percent

Enacted Proposed change change Enacted Proposed change change
ERergy wvernrmasrmmsrnriatnans 1,199 1,623 +424 +35 1,161 1,442 +281 +24

National Aeronautics and Space

Administration ........ccoccenienneens 857 885 +28 +3 722 850 +128 +18
Defense-military .......ccoevveeenenninne 461 538 +76 +17 463 482 +19 +4
National Science Foundation ....... 111 153 +42 +38 155 124 -32 -20
Agricuiture 156 128 -27 -18 148 122 -26 -18
Heaith and Human Services ........ 186 130 -56 ~-30 111 153 +42 +38
Other Agencies! ........ccocevrenununne 113 88 -24 -22 86 93 +7 +8
Rotalkssmmnnsmmanarrasnn 3,082 3,545 +464 +15 2,845 3,264 +419 +15

Development.

'Includes the Departments of Transportation, Interior, Commerce, Veterans Affairs, Education, the Treasury, the Environmental
Protection Agency, Smithsonian Institution, Tennessee Valley Authority, the Corps of Engineers and the Agency for International

a facilities program associated with the USDA
National Research Initiative.

EARMARKING OF R&D FUNDING

The hallmark of the Federal Government’s
support for R&D has been the awarding of
R&D grants and contracts through a competi-
tive process. This merit-based approach is in-
tended to maximize the potential return on
these investments by selecting only the highest
quality research for support.

This merit-based approach, however, has
been increasingly eroded in recent years due
to the Congressional practice of “earmarking”,
i.e., requiring that R&D funds be awarded to
particular institutions or even to particular re-
searchers. This practice is most visible in the
area of new university buildings. However, the
practice of earmarking is actually much more
pervasive, reaching down to individual re-
search projects.

As part of an ongoing study of the state
of American science, the Office of Science and
Technology Policy recently completed a de-
tailed analysis of earmarking in the 1991 ap-
propriation bills. The major findings of the
study follow.

e The study identified 492 such earmarks,
totaling $810 million. Of these 325 (total-
ing $182 million) were in Agriculture,
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where specific earmarking by Congress
has historically been customary.

In other areas, R&D earmarking may be
on the rise, with 48 separate actions in
Energy and 20 to 30 each in Defense, Inte-
rior, General Services Administration
(GSA), and the Environmental Protection
Agency. In Defense, $253 million was ap-
plied to R&D earmarks, which were ex-
empted from a previously enacted legal re-
quirement for competition. Also note-
worthy is the $61 million in a GSA appro-
priation for R&D facilities construction at
21 universities and other private institu-
tions. Neither GSA nor the Treasury-Post-
al Appropriations subcommittee, where
these items originated, normally have re-
sponsibility for such facilities.

The R&D earmarks have put an extra bur-
den of at least $332 million on the R&D
programs proposed in the President’s 1991
budget, because the earmarks were made
in programs where the overall funding
level was the same or less than the Presi-
dent’s 1991 request. The most serious im-
pacts appear to be in Energy and Agri-
culture. The other $475 million of R&D
earmarks were covered, at least in part,
by increases in the R&D accounts, which
presumably means that a corresponding
burden was applied elsewhere in the budg-
et.
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o At least 25 of the earmarks appear to call
for the establishment of new centers, insti-
tutions, or other organizations. In most of
these cases, continued Federal support in
future years seems clearly implied. Thus,
the 1991 earmarks have put a built-in bur-
den on the 1992 and future budgets, an
effect that will be compounded if addi-
tional earmarks are made in future years.

As the Office of Science and Technology Pol-
icy has noted, the study was based only on
a review of the often meager information in

the Congressional reports and bills. Therefore,
it did not identify the sponsorship of the ear-
marks and does not provide a basis for judg-
ments on the merits of the earmarked items
or on the motivations of the earmarking. A
more in-depth case-by-case review, with agency
or Congressional staff directly involved, would
be needed to determine to what degree each
earmark was (1) a response to advocacy by
a particular institution; (2) a parochial ini-
tiative in Congress or by a Federal agency;
or (3) a recognition by Congress of a significant
national or programmatic need.

Table C-13. CONGRESSIONAL EARMARKING OF R&D FACILITIES AND
RESEARCH IN 1991 APPROPRIATIONS BILLS
(Dollar amounts in millions)
Facilities Research Projects Total Number
Agency
Number Amount Number Amount Number Amount In Law Reports

P EfeNSO e oo vnissnmssiicrnesios segonenemomhisniesvtesd 8 107 20 147 28 253 16 12
01T A A T O e T T T T T 15 104 33 81 48 186 16 32
AFFICUITIFE .orivrn s niiiii s ionsdaaiiess 54 97 271 85 325 182 - 325
(5107070145 ] R 2 3 12 11 14 14 4 10
P 1) T e 2 1 23 17 25 18 —_ 25
Health and Human Services ........... i ¥ 1 3 2 3 1 1
BAUCALION, «.cvsivsamsonesornstesaneammarasivsise —_ — 5 8 5 8 5 —_
General Services Administration .... 21 61 - —_ 21 61 21 —
Environmental Protection Agency .. 4 37 16 30 20 67 1 19
National Aeronautics and Space

Administration .......ccceeeeveeeerierennne 4 18 - - 4 18 il 3

Total, All Agencies ........ccccverveernees 111 428 381 382 492 810 65 427

! Source: Office of Science and Technology Policy.

* Less than $500,000.

EXPANDING THE GEOGRAPHIC FRONTIER: SPACE
EXPLORATION IN THE 1992 BUDGET

The exploration of space provides tangible
benefits to the Nation in the form of new mate-
rials, scientific and technological discoveries
that will stimulate economic growth and im-
prove life on Earth. Space also provides large
intangible benefits to the Nation with activi-
ties that lift the spirit of people everywhere.
Our will to explore the unknown frontier of
space, both with robotic probes and manned
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missions, is one measure of the vision and ma-
turity of the Nation.

The key to the successful exploration of
space is stable and sustainable funding of a
balanced program of science, applications and
manned space activities. The budget provides
clear evidence of the President’s continued
commitment to his long-term space goals, and
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Table C~14. THE BUDGET CALLS FOR A 15 PERCENT INCREASE
FOR MAJOR SPACE ACTIVITIES
(Dollar amounts in millions)

Budget Authority
Objective 1991 1992 Dollar Percent
Enacted Proposed change change
Space Transportation Infrastructure .........ccccoeeviiiennienns 4,801 5,517 +716 +15
Space Shuttle .........ccccovviervinniiniiiiiii e, 4,737 5,167 +430 +9
New Launch System ......ccccceevviiiniiiinniiniininniiiinaeen 64 350 +286 +447
INASAG s o e e e A e ST S 24 175 +151 +629
D o T T — 40 175 +135 +337
SPace SCIENCE .....ccvvreeiuiecieieeieeeeeeeeeceeeeee e eeeeeeee s see e 1,774 2,141 +367 +21
Mission to Planet Earth ........ccccccccecvivineciicenieniieeniecsnenennee 954 1,186 +232 +24
INASA s o T SR T SRR T e e 652 773 +121 +18
OtheT AGENCIEBY ....cizoiunensmsisumnbiossinsassnsnadamsamsiasnssmtossdsem 302 413 +111 +37
Mission From Planet Earth .......cccococvvveeeiviivneeineeienrennne 2,199 2,470 +271 +12
Space Station Freedom ..........ccocoveiiiiiiniiniiinniiinieenee 2,044 2,214 +170 +8
Space Exploration Initiative ........cccocoovinininnnnn 155 256 +101 +65
INASAT ..ot i T T S T A S AR 37 94 +57 +154
FEREERET e cioririmsims st oot s mam s s oo e AR R et e sn e 109 142 +33 +30
IDEECTIRE. . .. om0 e0uumone ssoasmvnsonianmmimmissnssss ssissisas sssisniomnme saisnsas saisas 9 20 +11 +122
Other NASA Programsy ...cuammisnimmant s annanas 4,600 5,157 +557 +12
Total, All AZENCIEB ....ccccvvmciainiriaminmnisisansimsmssesassansanes 14,328 16,471 +2,143 +15
Total, NASA .......c.coveomtueeosmeosonumssnsssnsassnenssasns saasesssios 13,868 15,721 +1,853 +13
'Includes funding for all other NASA activities including space research and technology, aeronautics,
commercial programs, personnel, construction, and tracking.

to active American leadership in space science
and exploration.

The budget proposes to allocate a total of
$15.7 billion for the National Aeronautics and
Space Administration (NASA). This represents
an increase of 13 percent over the 1991 en-
acted level. The strategy behind the 1992
budget has been guided in large part by the
findings and recommendations of the Advisory
Committee on the Future of the U.S. Space
Program (the Advisory Committee). This Com-
mittee was asked to examine the goals, strate-
gies and programs of the current civil space
program and recommend changes where nec-
essary. The budget provides increases for space
activities, including research, development,
and operations, to support critical elements of
space transportation (that provides the ena-
bling infrastructure for all other space activi-
ties), a robust program of space science, to
meet two major “missions”—a Mission to Plan-
et Earth” and a “Mission from Planet Earth”.

280-000 0 - 91 - 3 (PART 2) 47

SPACE TRANSPORTATION
INFRASTRUCTURE

The foundation of U.S. all space activities
is space transportation. Without adequate
transportation, no scientific or exploration ac-
tivities would be possible. Over the last several
years, it has become increasingly evident that
the robustness and the flexibility of the U.S.
space launch capability would not be sufficient
to carry the Nation into the next century. At
the present time, the U.S. has one manned
space transportation vehicle, the Space Shut-
tle, and a fleet of expendable launch vehicles
with a broad range of payload capability. Sev-
eral classes of these expendable vehicles are
provided on a commercial basis to the Federal
Government to meet its needs. In addition,
DOD owns a very large expendable launch ve-
hicle, the Titan IV.

The strategy reflected in the budget is
founded on two underlying principles: (1) en-
hance the reliability, operability and schedule
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predictability of the Space Shuttle; and (2)
begin now to develop new launch capability
that will relieve the burden now being carried
by the Shuttle;

Space Shuttle.—The budget recognizes the
importance of the Shuttle to the entire civil
space program. The Shuttle is the world’s most
versatile space transportation vehicle, with the
capability to launch and retrieve satellites and
to serve as an orbiting laboratory for micro-
gravity and life sciences. However, the Shuttle
is also complex and expensive to operate.
Thus, its use should be limited to payloads
that require manned presence or other unique
Shuttle capabilities. This strategy recognizes
the Shuttle for what it is—a precious resource
that should be conserved—and should result
in a planned level of activity that is both real-
istic and prudent.

As a consequence, the planned Shuttle flight
rate has been established at 9 missions per
year in 1992 and 1993, and 10 missions per
year thereafter. This will allow Shuttle activity
to increase from the current level, but will re-
sult in a more stable and attainable flight
schedule, limit operational pressures on the
system, reduce long-term risk exposure, and
facilitate implementation of cost containment
measures. These objectives are consistent with
the recommendations of the Advisory Commit-
tee.

Even so, it is clear that the Shuttle will
be essential to the civil space program for at
least the next decade. Therefore, investments
in R&D to maintain and improve the safety,
reliability and performance of the Shuttle are
of a high priority. These investments include:

e The Advanced Solid Rocket Motor
(ASRM).—This program is intended to de-
velop a newer, more capable, more reliable
and safer generation of solid rockets. A
new state-of-the-art ASRM production fa-
cility is under construction at Iuka, Mis-
sissippl. Advances in production learned
from the ASRM are expected to be useful
for solid rockets in other applications (e.g.,
new unmanned launch vehicles). The
budget proposes $350 million to continue
the facility construction and motor devel-
opment.
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e Assured Shuttle Availability (ASA).—With
many operational systems, there is a need
to establish a well-planned program that
is structured to make continued improve-
ments and to incorporate new technology
where it is ‘cost-effective to do so. Both
the military services and commercial
transport operators routinely provide for
such programs for their fleets of aircraft
and ships. Up to now, however, no such
structured program has existed for the
Shuttle. Improvements and upgrades were
approved and funded on an ad hoc basis.
The budget proposes $122 million to initi-
ate a new program, Assured Shuttle Avail-
ability (ASA), that will provide a formal
funding mechanism and process for identi-
fying and incorporating high-priority im-
provements into the Shuttle. Included in
this activity will be the ongoing work to
develop an Alternate Turbopump for the
Shuttle main engine.

New Launch System.—The continued in-
vestment in the Shuttle is coupled with the
recognition that a new launch system will be
needed by the early part of the next century—
for a range of payloads including Shuttle-sized
and larger payloads up to and including a
“heavy-lift” capability. More capable and more
cost-effective space transportation systems will
benefit all space programs, including national
security, space science and space exploration.
Future space exploration will require a new
heavy-lift launch vehicle. In addition, a new
launch system will provide a strong technology
base for improvements in the capabilities,
technology and cost-effectiveness of the U.S.
commercial space sector.

The budget proposes $175 million for NASA
and $175 million for DOD to continue ad-
vanced engine development and to initiate a
program that will culminate in the develop-
ment of a new space launch system. This new
capability was recommended by Advisory Com-
mittee on the Future of the U.S. Space Pro-
gram. It is expected that NASA and DOD will
jointly manage and fund this program on a
50:50 basis. The program will involve develop-
ment of both new propulsion systems and new
vehicle systems. The two agencies will work
together to develop a strategic plan, including
budget, program and management options, for
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Table C-15. THE BUDGET INCLUDES FUNDING FOR 9 SHUTTLE FLIGHTS
AND INVESTMENTS TO IMPROVE THE SHUTTLE

(Dollar amounts in millions)

Budget Authority

1991 1992 Dollar Percent
Enacted Proposed change change

SPACE SHULLLE ...vvvvrvreeaeeanreereecerereevessssssssesssssassssssssss s 4,737 5,167 +430 +9
Space Shuttle operations .........cccinvcinnsininineinnennes 2,790 3,024 +234 +8
Advanced Solid Rocket Motor ........cccocceeviivnviennceennnen. 401 350 -51 -13
Assured Shuttle Availability .......cccoccceverecvecncncennceenn. — 122 +122 —
Production and Capability development ...................... 1,546 1,671 +125 +8
Expendable launch vehicle (ELV) services .........ccecevnvnnn 229 342 +113 +49
Tracking and data acquisition ..., 849 943 +94 +11
O ] s o T T s A e e e o 5,815 6,452 +637 +11

proceeding with new vehicle development and
will report to the National Space Council.

SPACE SCIENCE

The budget proposes $2.1 billion, an increase
of 21 percent over 1991, for NASA’s space
science programs, including astronomy, life
sciences, planetary exploration, Earth science
(other than Mission to Planet Earth), mate-
rials research, and other space-based research
and flight programs.

Several exciting flight programs have been
launched in the past year, including the
Galileo mission to Jupiter and the Magellan
radar mapping mission to Venus. There are
over 30 minor and major flight programs that
are planned for launch over the next five
years, including Mars Observer, the Advanced
Communications Technology Satellite, the
Gamma Ray Observer, and the Advanced X-
Ray Astrophysics Facility.

The implementation of this broad research
program is based on a long-range, prioritized
strategic science plan that was developed in
cooperation with NASA’s external science advi-
sory group and is consistent with recent rec-
ommeéndations of the Advisory Committee on
the Future of the U.S. Space Program. These
programs represent nearly 20 percent of the
NASA budget total.
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MISSION TO PLANET EARTH: THE U.S.
GLOBAL CHANGE RESEARCH PRO-
GRAM

World leaders are taking an increased inter-
est in the economics and social implications
of global environmental changes, both natural
and human-induced. In virtually all these is-
sues, the salient feature is the significant sci-
entific uncertainty associated with predicting
the behavior of the coupled ocean-atmosphere-
land Earth system. The potentially large costs
associated with addressing environmental
changes (e.g., “greenhouse effect”, global cli-
mate change, and ozone depletion) require that
policy decisions be based on adequate scientific
knowledge.

To provide this knowledge, the U.S. Global
Change Research Program (USGCRP) was ini-
tiated in the 1990 budget. The 1992 USGCRP
budget again proposes a major expansion of
this unprecedented interagency research effort.
Funding for global change research will total
$1,186 million, a $232 million, or 24 percent,
increase over the 1991 enacted level. By 1992,
funding for the USGCRP will have nearly dou-
bled since 1990. These activities include a
broad range of monitoring, modeling, and fun-
damental research efforts focused toward pro-
ducing a predictive model of the Earth “sys-
tem”. The U.S. provides 50 percent of the esti-
mated worldwide total of $2 billion spent on
global change research.
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The USGCRP has been developed through
the interagency Federal Coordinating Council
on Science, Engineering and Technology’s
Committee on Earth and Environmental
Sciences (CEES). The program is driven both
by a prioritized science planning framework
that has been endorsed by the U.S. and inter-
national scientific communities, and by key sci-
entific questions related to global change policy
issues such as the “greenhouse effect”, global
climate change, and ozone depletion.

To further ensure that the USGCRP contin-
ues to be relevant to policymakers, the CEES
established a set of integrating themes (i.e.,
climate modeling, global water, carbon, and en-
ergy cycles, ecological systems, and sea level
change) that were based on the recent Sci-
entific and Impacts Assessments of the Inter-
governmental Panel on Climate Change
(IPCC). In order to improve the Earth system
modeling capabilities and support the develop-
ment and implementation of a comprehensive
approach to greenhouse gas emission reduc-
tions, the IPCC assessments concluded that a
gignificant reduction in scientific uncertainties
would have to be achieved in the following
areas:

e sources and sinks of greenhouse gases,
which affect predictions of future con-
centrations;

e clouds and radiative balance, which
strongly influence the magnitude of cli-
mate change at global and regional scales;

e oceans, which influence the timing and
patterns of climate change;

¢ land-surface hydrology, which affect re-
gional climate change and water availabil-
ity;

¢ polar ice sheets, which affect predictions
of global sea level changes; and

¢ ecological dynamics, which are impacted
by and respond to climate change.

Using the science priorities and the integrat-
ing themes, the CEES developed a balanced
and integrated research effort for resolving the
highest priority scientific uncertainties. The
space-based component of the USGCRP is com-
prised of NASA’s Mission to Planet Earth
(MTPE) which includes three elements:

e Earth Observing System (EOS): EOS is a
series of space platforms and remote sens-
ing instruments for monitoring a variety
of Earth processes, a large data manage-
ment system, and support to individual re-
searchers to analyze the data. Data collec-
tion will continue for a period of roughly
15 years. The Japanese and Europeans
will make major contributions by develop-
ing instruments and platforms which are
integral elements of the MTPE concept.

e Precursors: A variety of satellite and re-
search programs that will be flown or un-
dertaken in the next several years de-
signed to improve our understanding of a
broad variety of terrestrial, atmospheric,
and oceans processes. These are important
precursors to EOS but will not provide the
critical simultaneity of data collection pro-
vided by EOS.

e Earth Probes: This series of very small,
simple, and relatively inexpensive sat-
ellites will collect data on specific con-
cerns: global ozone, ocean surfaces, and
tropical rainfall. There will be five Earth
Probe missions between the 1993-1997.

The Earth-based component of the USGCRP
is composed of agency activities that support
global or very large scale Earth-based observa-
tions (e.g., ship, aircraft, and ground-based re-
search campaigns), and that support fun-
damental research on important geophysical
processes. Many of these Earth-based pro-
grams are dependent on the data collected by
MTPE or provide ground-based data needed
to calibrate MTPE remote sensing instru-
ments. The balance between global space-
based observations, global Earth-based obser-
vations, and the process studies is essential
to the ultimate development of an integrated
Earth system model. Within the Earth-based
component of the USGCRP:

e NSF and NOAA will provide the con-
tinental or global scale Earth-based obser-
vations by supporting international pro-
grams such as the World Ocean Cir-
culation Experiment, the Global Energy
and Water Experiment, dJoint Global
Ocean Flux Studies, and the Tropical
Ocean-Global Atmosphere Program.
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Table C-16. U.S. GLOBAL CHANGE RESEARCH PROGRAM

(Dollar amounts in millions)

Budget Authority

Department or Agency 1991 1992 Dollar  Percent

Enacted  Proposed change change
National Aeronautics and Space Administration ..........cce.cc.... 652 773 +121 +19
Earth) Observing iSYStem ...xianmaimsniettrsim s 191 336 +145 +76
Remotely Piloted Aircraft ........cccoocvvvininicininnininininienne, — 5 +5 —
Precursors/Earth Probes ........ccccocvviviiiieiiicccie e 461 432 -29 -6
National Science Foundation .........cccccevvvviivvineicvienccnececinenceneenne 87 119 +32 +37
ENEREY -snsomian s i s snti e s e 66 77 +11 +17
AGTICHIEIRE | e, o s o s s RS 7ot s ot S oo e g 39 53 +14 +36
Commerce, INOARY ........cocccoeeesiimsaesasuiosssnsas vassstmassasssassssasaassaes 47 78 +31 +66
IETIOE e A T S T T 37 46 +9 +24
Environmental Protection Agency ........cccocoeiivivininnciinenininnns 22 26 +4 +18
SIITRSOTIIANG ..:nooi st vbaiidotese s s e S Srate s e e e s et 5 8 +3 +60
DefEnEe vormrr e T T T T T TR 0 6 +6 —-
Total, Budget Authority ........ccccceviiiivininiiiiiiicieeenene 954 1,186 +232 +24

e NSF, NOAA, NASA, DOE, DOI, EPA,
USDA, Smithsonian, and DOD will all
support the prioritized and important fun-
damental geophysical process studies and
modeling efforts that are reflected in the
USGCRP integrating themes.

In 1990, the National Academy of Sciences’
National Research Council conducted a review
of the USGCRP and endorsed it “as a sound
national program to reduce the scientific un-
certainties associated with global change is-
sues.” The NRC also was asked to examine
many of the underlying EOS assumptions (i.e.,
the environmental parameters being collected,
the need for data simultaneity, and the data
management approach). For EOQS, the NRC en-
dorsed the science but suggested that other
flight alternatives should be examined for
some of the EOS remote sensing instruments.
In response to this recommendation and simi-
lar recent recommendations made by the Advi-
sory Committee on the Future of the U.S.
Space Program, an external engineering re-
view will be undertaken during 1991 to look
at alternative approaches to flying EOS instru-
ments.

One area that has received special emphasis
is Arctic research, though U.S. activities in the
Arctic go beyond the range of programs in-
cluded in the USGCRP.
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U.S. policy in the Arctic consists of four ele-
ments: protection of essential security inter-
ests; support for sound, rational development
of the region; promotion of scientific research
contributing to knowledge about the Arctic;
and promotion of mutually beneficial inter-
national cooperation in the Arctic. Federal Arc-
tic research is guided by a 5-year research
plan developed by the Interagency Arctic Re-
search Policy Committee (IARPC) (in con-
sultation with the Presidentially-appointed
Arctic Research Commission and other inter-
ested groups) and updated biennially.

The budget includes $134 million for Arctic
research, an increase of about $12 million over
the 1991 level. Activities included in the
USGCRP account for approximately 50 percent
of this increase. Within the total for 1992, $60
million is proposed to implement the four inte-
grated programs covering the western Arctic:
oceans research, geodynamics, studies of the
Bering Sea and land mass, and monitoring and
data collection activities. Approximately $6
million of this amount is for ship and aircraft
support in five agencies, NSF, Transportation,
NOAA, Interior, and DOD/Navy. These pro-
grams support bilateral and multilateral envi-
ronmental, space, oceans, and social science
agreements and cooverative activities.
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Table C-17. UNDERSTANDING THE ARCTIC

(Dollar amounts in millions)

Category

Budget Authority

Environmental Protection Agency.

been excluded.

1991 1992 Dollar Percent

Enacted  Proposed change change
Resource development ! ..........cccoceiviiviiinniininncncreeeeee e 49 56 +7 +14
Arcticrasilaboratony® i s i s N T T T e, 48 50 +2 +4
National security? ......cccoceevvieivniiienianes R F A o 25 28 +3 +12
TROTAIR Fwt s amar s st e o e S e e S s L 122 134 +12 +10
'Includes the Departments of Interior, Commerce, Agriculture, Energy, Transportation, State, and the

2Includes the Department of Health and Human Services, and the National Aeronautics and Space
Administration, the National Science Foundation, and the Smithsonian Institution.

3Includes the Department of Defense. The 1991 enacted level includes a one-time increase for Defense of about
$13 million specifically for upper atmosphere research and associated facilities, including the High Frequency
Active Auroral Research Program (HAARP). For the purposes of comparison with 1992 levels, this funding has

Landsat.—Acquisition of data from land re-
mote sensing satellites is an important ele-
ment in understanding global change. The
Admininstration is committed to operating the
Land Remote Sensing Satellites (Landsats 4
and 5) as long as they are the only operational
Landsat satellites, and to completing the de-
velopment and launch of the next satellite
(Landsat 6). The budget proposes $17 million
within the Department of Commerce, sufficient
to cover the operation of Landsats 4 and 5
through August of 1992 (when Landsat 6 is
expected to become operational). Landsat 6
will be operated by, and at the expense of|
the Earth Observing Satellite Company.

MISSION FROM PLANET EARTH:
MANNED SPACE FLIGHT AND SPACE
EXPLORATION

These activities include the Space Station
Freedom and the space exploration initiative.
Together these programs support the goal of
expanding human presence and activity be-
yond Earth’s orbit into the solar system. The
strategy underlying these activities is com-
posed of two major elements: (1) modify Space
Station Freedom to focus on two principal ob-
Jectives: life sciences and microgravity, and to
reduce its operational complexity; and (2) sup-
port the “long pole” technology building blocks

that will be needed for future manned explo-
ration of the solar system.

Space Station Freedom.—NASA is com-
pleting a major review of the design of Space
Station Freedom (SSF). The functions of the
Space Station will be focused primarily in two
major areas: life sciences and microgravity re-
search. The former will provide needed experi-
ence in studying the effects of weightlessness
and radiation exposure, as a precursor to fu-
ture missions to the Moon and Mars. The lat-
ter will provide the initial benefits from SSF
and will lay the groundwork for a new spurt
of commercial space activity.

It is expected that the reconfigured design
will result in significant advantages over the
current program:

¢ it will place the program on a more sus-
tainable budget path;

¢ it will simplify the design and permit de-
velopment in stages, holding closely to cur-
rent schedules for early utilization;

e it will require less dependence on the
Space Shuttle. The restructured program
will require fewer Shuttle assembly flights
in the near-term, and opportunities to use
expendable launch vehicles to support op-
erations will be investigated;
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Table C-18. SPACE STATION FREEDOM

(Dollar amounts in millions)

Budget Authority

1991 1992 Dollar Percent
Enacted Proposed change change
Space Station Freedom:

Research and Development (excluding FTS) ............... 1,794 2,029 +235 +13
Flight Telerobotic Servicer! .........cccoevveniviricncninnnncns 106 (55) (-51) (-48)
Total, Research and Development ...........ccceeeuveenneen. 1,900 2,029 +129 +7
Facilities and Program Management .........cccccceeveennne 144 185 +41 +28
Total, Space Station Freedom ......c.cccccevuvieiveencniennnnen. 2,044 2,214 +170 +8

! Proposed to be moved in 1992 to Space Research and Technology.

it will reduce the requirements for extra-
vehicular activity (EVA) for assembly, op-
eration, and maintenance, by more careful
consideration of operational requirements
in the design, and by emphasizing pre-
launch integration and verification of
flight systems.

participation of the European Space Agen-
cy, Japan, and Canada will, of course, be
continued.

The budget provides $2,029 million for SSF
development, an increase of 7 percent over the
1991 enacted level. This amount will support
continued progress on development.

A major change has been made in the Flight
Telerobotic Servicer (FTS) project. FTS was in-
tended to be one of several systems that would
provide early robotic assembly and servicing
capability to the Space Station. However, the
Space Station design review has revealed that
the importance of having FTS available in the
earliest stages of Space Station operations has
been greatly diminished. FTS no longer rep-
resents a “critical path” item. Even so, the FTS
robotic technologies, particularly the end-effec-
tor technologies, are of great importance in the
long-term for the Space Station and the space
program generally. Therefore, the budget pro-
poses $55 million to focus the FTS project on
technology development, and proposes to move
the FTS program to the Space Research and
Technology area as part of a broader Automa-
tion and Robotics activity.

Space Exploration Initiative.—The Presi-
dent remains firmly committed to his long-
term goal, articulated in 1989, of manned and
unmanned exploration of the solar system. The
budget reflects this commitment by proposing
$256 million, an increase of 65 percent, for
exploration activities in NASA and the Depart-
ment of Energy and for related activities in
the Department of Defense. For 1992, the
budget is based on a strategy of supporting
activities focused on key, long-lead tech-
nologies that will be necessary for any future
exploration endeavors. These technologies are:
space surface nuclear power, space nuclear and
conventional propulsion, and life sciences and
life support technologies.

The technology strategy appears consistent
with the evolving approach for space explo-
ration under development by the Space Explo-
ration Initiative Synthesis Group. In addition,
the Synthesis Group will identify at least two
fundamentally different exploration architec-
tures. For the next few years, the Federal Gov-
ernment will develop these architectures in
parallel with the technologies which can make
exploration affordable. Only after the tech-
nology and architecture groundwork has been
firmly laid, will the Administration propose
specific new manned and unmanned explo-
ration missions. This suite of exploration tech-
nologies will be expanded over time, consistent
with the “go-as-you-pay” philosophy rec-
ommended by the Advisory Committee.

For space surface nuclear power, the budget
proposes to continue the joint NASA/DOD/
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DOE SP-100 program, and, in the Department
of Energy, to conduct R&D concurrently on
radioisotopic thermoelectric generators (RTGs).
The focus of 1992 efforts will be on design
studies and technology efforts directed at lunar
operations using either SP-100 for higher
power levels (10s to 100s of kilowatts) or RTGs
for lower power levels. Nuclear rocket propul-
sion appears to offer significant advantages
over conventional chemical propulsion, includ-

ing reduced trip times and reduced mass (thus
lower cost). For life sciences and support tech-
nologies, the budget again proposes to initiate
the Lifesat program. Lifesat will be a series
of reusable satellites designed to carry living
specimens into orbit, to monitor and study crit-
ical parameters such as radiation exposure,
and to return the living specimens to Earth
for analysis. First launch is planned for 1996.

EXPANDING THE HUMAN FRONTIER THROUGH
BIOTECHNOLOGY

Biotechnology holds great promise for new
life-enhancing discoveries in the fields of medi-
cine, foods, and environmental cleanup.

The budget proposes $4,107 million for bio-
technology R&D, an increase of $319 million,
or 8 percent, over 1991. Increasing the Federal
investment in biotechnology R&D will spur
further advances in this rapidly growing field.
In addition, the Administration recently com-
pleted a comprehensive review of all other as-
pects of Federal Government policy affecting
biotechnology. The results of this review will
be released in a forthcoming report from the
President’s Council on Competitiveness. Much

of the material contained in this section is
drawn from the forthcoming report.

SIGNIFICANT ACHIEVEMENTS/NEW
TRENDS

The biotechnology revolution began in the
1970s and 1980s when scientists learned new
techniques to alter precisely the genetic con-
stitution of living organisms. The newer, most
innovative biotechnologies are tremendously
diverse and include gene transfer, embryo ma-
nipulation and transfer, plant regeneration,
and perhaps the most widely known, recom-
binant DNA technology (rDNA) or “genetic en-
gineering.”

Table C-19. THE BUDGET PROPOSES AN 8 PERCENT INCREASE
IN FEDERAL INVESTMENTS IN BIOTECHNOLOGY

(Dollar amounts in millions)

Department or Agency

Budget Authority

1991 1992 Dollar Percent
Enacted Proposed change change

Health and Human Services .........coceeeeeeeveeceeeneeeee e cns 3,296 3,557 +261 +8
Y eg o LD T e 119 139 +20 +17
BN CTRY fiveseiaisirss ot R T e PR o o st 110 140 +30 +27
National Science Foundation .......ccceevveieeinereonnneenneeeneeeos 130 132 +2 +2
) D7) 1) o) (- PRI v e et e SRy 118 123 +5 +4
Other Agencies? ........cocoicveiiirernrteenrtenerteeneiesetes st caraecseeeens 17 17 — —_

Total, All aPENEIEs: .. cocoovmscmmimsisssdiintissim v seairaarisahrss 3,788 4,107 +319 +8
(Directly-related activities—non-add) .......ccccceveeeveniriiiinnnnnns 1,663 1,810 +147 +9
(Broader science-based activities—non-add) ........cccceeeeuueennee.. 1,998 2,144 +146 +7
(Scale-up activities—non-add) ........cceerviiniinniiiiiiicniiieneee 25 32 +7 +28

Includes the Department of Veterans Affairs and the Environmental Protection Agency.
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American researchers developed much of the
basic science of biotechnology and the United
States continues to lead in the commercializa-
tion of most emerging biotechnology products.
The new techniques have spawned an industry
that has seen rapid growth. Since 1975, more
than 400 start-up firms active in biotechnology
have been founded. In addition, more than 200
established firms have diversified into bio-
technology and there are more than 200 supply
firms that support biotechnology with mate-
rials, equipment and services in the U.S.
alone. Just a decade and a half after its begin-
nings, the U.S. biotechnology industry pro-
duced pharmaceuticals, diagnostic tests, and
agricultural products worth close to $2 billion.

Human Health

Biotechnology enables the identification, de-
velopment and manufacture of disease-fighting
substances and provides new techniques for
delivering medicines to diseased parts of the
body. Remarkable new medicines based on bio-
technology are beginning to appear daily. The
Food and Drug Administration (FDA) has ap-
proved a biotechnology-based vaccine for pre-
venting hepatitis B and eleven other drugs for
treating various diseases. More than 1000 clin-
ical trials of new drugs and biologics are un-
derway. A majority of these are for cancer or
cancer-related conditions and more than 15
percent are for AIDS or HIV-related condi-
tions. In addition, molecular genetics and bio-
technology techniques have enabled the devel-
opment of a new generation of methods for
identifying the genetic causes of disease and
aiding medical diagnoses.

Agriculture, Foods, and Animal
Husbandry

Scientific advances from biotechnology have
not been limited to medicines. Biotechnology
is expected to play a major role in improving
U.S. agriculture and protecting the environ-
ment. Biotechnology offers modern tools for ag-
riculture that can improve nutrition, taste, ap-
pearance, and productivity of plant, animal
and other food products. Enhancements of cer-
tain characteristics in vegetables are expected
to provide increased resistance to insects, thus
reducing the need for chemical pesticides.
Companies are field testing a variety of crops

55

with enhanced resistance to specific viruses,
insect pests, and safer herbicides.

An important boost for agricultural bio-
technology is research funded through the De-
partment of Agriculture’s National Research
Initiative. Included within the plant systems
category is funding for a plant genome map-
ping program to locate genes which control
economically important traits in crop plants
and forest species. Results will help scientists
more rapidly and precisely transfer genes to
address environmental concerns and improve
food quality and safety.

A group of research experts recently con-
vened by the National Institutes of Health
(NIH) recommended approving the use of bo-
vine somatotropin (BST), a genetically engi-
neered version of a naturally-occurring growth
hormone, in the production of milk. When ad-
ministered to dairy cattle, BST can increase
milk production by as much as 20 percent.

Environment

Biotechnology holds great promise for the
environment including products that will clean
up the ecosystem, provide alternatives to
chemicals, and perform other tasks such as
mineral recovery. Bioremediation is a process
that involves the use of microorganisms for
cleanup of the environment. Certain micro-
organisms will feed on and degrade hazardous
or toxic chemicals and produce environ-
mentally safe substances as by-products. Re-
cent experiments using bioremediation have
demonstrated the value of microbes for clean-
up of oil spills. Bioremediation is also used
for cleansing soil contaminated with gasoline.
Microbial degradation of waste and waste
water forms the basis of a substantial portion
of the waste industry. The availability of new
microbial tools for waste management will pro-
vide an opportunity for new advances in pro-
ductivity in this industry.

FEDERAL INVESTMENT

The key to future growth in U.S. bio-
technology industry continues to be strong sup-
port for basic research and research training.
This investment continues to produce the ad-
vances in technology that allow the industry
to thrive. In 1992, the total Federal investment
in biotechnology-related research is proposed
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at approximately $4.1 billion. Over 80 percent
of this investment is supported through NIH.
One of the most significant endeavors is the
human genome project—designed to map the
location of all the genes in the human body—
supported by the Departments of Health and
Human Services and Energy.

Twelve Federal agencies support programs
directly related to or in support of biotechnol-
ogy, including the Departments of Health and
Human Services, Energy, Commerce, Defense,
Agriculture, and Veterans Affairs, as well as
the National Science Foundation, the National
Aeronautics and Space Administration and the
Environmental Protection Agency. Most of the
support for basic biomedical research essential
to the advancement of biotechnology has come
from the National Institutes of Health. Many
of the agencies are in fields that are poised
for substantial growth, such as agricultural
and environmental research. The private sec-
tor also provides about $2 billion for bio-
technology research and development, most of
which is committed to specific product develop-
ment.

The United States biotechnology and other
industries were greatly assisted by the tech-
nology transfer policies initiated in 1980 and
accelerated in the Bush Administration. These
policies fostered joint R&D projects between
industry and federally supported universities.
More recently, this process was extended to
federally owned and operated laboratories by
protecting private sector commercial rights to
subsequent discoveries. Such joint R&D allows
industry to gain access to the most advanced
government facilities. Implementation of the
recently enacted Technology Transfer Act fos-
ters competitiveness in, and commercialization
of, biotechnology. Commercialization of univer-
sity research in cooperation with U.S. industry
is an important element of federally supported
university research.

The Federal Government is providing strong
encouragement for cooperative precompetitive
biotechnology efforts among the public sector,
university sector and private sector. Over the
last five years, scientists at NIH have entered
into more than 400 cooperative research and
development agreements (CRADAs) with pri-
vate industry. The majority of these have in-
volved the development of biotechnology, in-

56

cluding a gene therapy for AIDS. Other Fed-
eral agencies such as the Food and Drug Ad-
ministration and the Centers for Disease Con-
trol are entering into CRADAs.

RESEARCH TRAINING

The development of biotechnology research
and training centers is an additional approach
that may prove effective in promoting inter-
disciplinary training and promoting industry/
university research collaboration. The National
Science Foundation now funds two biotechnol-
ogy engineering research centers at the Mas-
sachusetts Institute of Technology and Mon-
tana State University. There are a number of
other such centers, many established through
State initiatives.

FEDERAL REGULATORY
ENVIRONMENT

The 1986 Coordinated Framework estab-
lished a roadmap for Federal regulation of bio-
technology. The Framework was developed to
address the concerns over the potential ad-
verse impact of unnecessary regulation on bio-
technology research and commercial applica-
tions and possible risks associated with using
genetically engineered organisms in the envi-
ronment. The Coordinated Framework focuses
on the characteristics and risks of the bio-
technology product, not the process by which
it is created. This principle allows agencies to
concentrate resources in areas that may pose
greater risks and leaves relatively unfettered
the development of biotechnology products pos-
ing little or no risk.

Based on the principles outlined in the Co-
ordinated Framework, the Food and Drug Ad-
ministration (FDA) announced that it did not
need to establish new procedures for the re-
view of new biotech-derived products. FDA’s
review of products based on a case-by-case as-
sessment of risks would address any risks in-
volved in new biotechnology products. The
FDA established a system of user fees for the
review of drugs and medical devices, including
products that wuse techniques developed
through biotechnology. User fees will enable
the agency to speed its review of biotechnology
products and, in turn, allow firms to bring
their products to the marketplace sooner. The
other two major regulatory agencies—the En-
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vironmental Protection Agency (EPA) and the  nounced policies for developing additional rules
Department of Agriculture (USDA)—an-  and guidelines.
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IV.E. PRESERVING AMERICA’S HERITAGE
AND PROTECTING THE ENVIRONMENT IN A
GROWING ECONOMY

HIGHLIGHTS

The budget places a major emphasis on ef-
forts to protect and enhance America’s natural
resources and the environment within the con-
text of policies to promote economic growth.
Major increases are proposed to:

e Protect, preserve and expand America’s
national treasury of parks, forests, wildlife
refuges, and other public lands.

¢ Greatly enhance the access of American
citizens to public lands and recreational
opportunities.

e Initiate a program that will protect some
of the Nation’s most important Civil War
Battlefield sites.

¢ Increase coastal protection, through a new
interagency action plan; enhanced oil spill

prevention and response activities; and re-
sources for treating municipal sewage dis-
charges to coastal waters of Boston, Se-
attle, Los Angeles, San Diego and New
York City.

¢ Enhance the effort to protect and acceler-
ate the recovery of threatened and endan-
gered species while reducing conflict with
economic activity by managing habitat on
a multi-species basis.

e Take further steps toward the President’s
national goal of achieving “no net loss” of
wetlands by protecting critical habitat,
and by expanding wetlands research.

¢ Continue the President’s commitment to
effective pollution control and environ-
mental enhancement by implementing re-

Table E-1. THE BUDGET INCLUDES $2.4 BILLION IN NEW FUNDING
FOR ENVIRONMENTAL PROTECTION INITIATIVES
(Budget authority; dollar amounts in millions)
Actual Percent
. A 1991 1992
Summary of Major Initiatives Change,
1989 1990  Enacted  Proposed jq9) g3
America the Beautiful ........ccccoovenviinniiiiininiiinine, 363 411 589 785 +33
Reforestation ........cccceeevnveinnninnicncccninenecennene — — 70 140 +100
TFBZACHITI) .o voeerivanossss s ISR T T 517 563 819 823 +1
Protecting America’s Wetlands?® ..........cccccovvinnnnnee 201 283 299 489 +64
EPA Operating Budget ........cccocvviiviniiniinniennns 1,752 1,938 2,313 2,477 +7
SUDETIUNIA rosvesvsnssosmesssssasomionnsnsssuss o ses iopimatas e s STRNE 1,410 1,530 1,616 1,750 +8
Federal Facility Cleanup:
Department of Energy .......cccooovvvvvvvicvenciencnnenne 1,762 2,354 23,687 4,352 +18
Department of Defense ........c..ccccveeeevveennrinunnennns 1,156 1,282 1,923 2,682 +34
Other AeNnties ..:...i.ccviiviiesrioaisssmansiosddivssnsstsens 107 147 172 211 +23
Global Change Research ........cccccoocivvviininvnnneenn — 659 954 1,186 +24
Natural Resources Research .........ccccoeevnveninnne 680 710 844 900 +7
TOtAL wemsnernr s e r s 7,947 9,877 13,287 15,695 +18
!Total has been adjusted to eliminate double counting of DOI Wetlands already included in America the
Beautiful and wetlands, Coastal American and global change research included in EPA’s operating budget.
?Includes a proposed $340 million 1991 supplemental for Environmental Restoration and Waste Management.
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cently enacted environmental legislation,
including the Clean Air Act.

Ensure that the Federal government does
its part toward environmental improve-
ment by continuing programs to clean up
Federal facilities, both nuclear and non-
nuclear.

Expand global change research for the sec-
ond year and thereby extend America’s
international leadership in this area.

e Preserve America’s heritage.

THE BUDGET INCLUDES AN IN-
CREASE OF 40 PERCENT TO EX-
PAND AND PROTECT AMERICA’S
TREASURY OF NATIONAL PARKS,
WILDLIFE REFUGES, FORESTS AND
PUBLIC LANDS.

America’s treasury of public lands is among
her most important assets. The budget reflects
the President’s commitment to the outdoors by
providing the resources to expand, improve,
and maintain these assets, and to increase the
access of all Americans to them.

The budget amplifies the joint Department
of the Interior (DOI) and Department of Agri-
culture (USDA) initiative, America the Beau-
tiful (ATB), begun last year. The budget pro-
vides nearly $1 billion (40 percent above 1991)
for improved stewardship of National parks,
wildlife refuges, forests, and other public
lands. ATB resource protection and enhance-
ment activities are increased by $188 million,
or 76 percent above 1991 enacted levels and
Federal land acquisition is increased by $70
million over the President’s 1991 budget pro-
posal.

This initiative includes the following fea-
tures:

Enhancing Recreation and Restoration
of Natural Resources.—An important compo-
nent of America the Beautiful will focus Fed-
eral funding and expertise on a wide range
of threatened natural resource treasures and
key Interior recreational areas in need of im-
provement. The budget includes $329 million
(33 percent above 1991) for improved resource
protection, including wetlands conservation
and restoration, endangered species activities,
and enhanced recreational opportunities in na-
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tional parks, wildlife refuges, and other public
lands.

The initiative will increase the number of
boat ramps, campsites, trails and interpretive
centers for America’s growing population of
outdoor enthusiasts; improve the access of dis-
abled Americans to our public lands; and en-
sure that key environmental features of these
lands are not threatened. Included in the pro-
gram will be the establishment of a new Amer-
ica the Beautiful pass, specially designed for
use of repeat visitors to national parks, forests,
and other lands.

Land and Water Conservation Fund
(LWCF).—The budget continues the Presi-
dent’s commitment to the acquisition of nation-
ally significant natural and cultural resources.
Proposed 1992 funds for Federal land acquisi-
tion and LWCF State grants would be $350
million, an increase of $8 million, or 2 percent
over the appropriated amount for 1991.

Concurrent with the submission of the budg-
et, the Administration will propose to Congress
a list of priority lands to be acquired by the
National Park Service, the Fish and Wildlife
Service, the Bureau of Land Management, and
the Forest Service. This list has been devel-
oped through a competitive rating system, in
which particular importance is placed on valu-
able wetlands, proximity to population centers,
increased recreational opportunities to the
public, protection of endangered species, and
other characteristics of such national signifi-
cance that the land’s early acquisition for pub-
lic purposes is of special importance. Of the
total funding available to the Fish and Wildlife
Service, $3 million is proposed for the National
Fish and Wildlife Foundation.

The President’s outdoor program reflected in
this budget includes full funding for efforts
such as land acquisition at Santa Monica
Mountains (CA), and implementation of legis-
lation to expand the Everglades National Park
(FL).

The budget also re-starts a funding and ac-
quisition partnership with States through the
LWCF State Grant program (the first time in
ten years that funds for these grants are being
requested). Requested funding for 1992 of $30
million would provide States with Federal
matching funds for the acquisition of parks
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and open spaces, and for the development of
outdoor recreation resources.

Protecting Battlefields.—The budget con-
tains $15 million for a new initiative, the
American Battlefield Protection Program. In
addition, the LWCF State grant request in-
cludes a proposed earmark of $6 million for
grants to support State and local protection
of battlefield sites. While some Civil War Bat-
tlefields are managed by the National Park
Service, many important sites remain unpro-
tected and are threatened with development,
without their historic values being taken into
account. In order to meet this challenge the
Administration is proposing a new initiative
to:

* Develop partnerships with Federal, State,
regional and local officials and private con-
servation organizations to provide protec-
tion of threatened sites. Efforts will be
made to explore all options for their pro-
tection, including creative use of public
and private land-use tools, such as zoning,
historic district designation, land and
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easement acquisition, technical assistance,
and landbanking.

* Develop and disseminate information on
public/private demonstration projects to
protect battlefields.

* Apply limited Federal funds toward pro-
moting protection through leveraging the
purchase of land by private conservation
organizations and other public agencies.

The Department of the Interior has identi-
fied priority battlefields that would be part of
the initiative’s first phase, including:

—Gettysburg (PA)
—Antietam (MD)
—Wilderness (VA)
—Shenandoah Valley (VA)
—Harpers Ferry (WV)
—Kennesaw Mountain (GA)
—Corinth (MS)

—Franklin Battlefield (TN)
—Glorietta Pass (NM)

Targeted Parks: America’s Crown Jew-
els.—To help meet the increasing demand for
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public use of the national parks, the budget
proposes a new Targeted Parks Initiative. In
conjunction with the National Park Service’s
75th Anniversary celebration, the President is
proposing a special $10 million program that
will improve monitoring and protection in ten
“crown jewel” national parks to ensure that
these parks remain accessible to all, and to
protect fully the natural beauty which makes
them so popular.

The national parks under consideration for
inclusion in the targeted parks program are:

—~Cape Cod National Seashore (MA)
—Acadia National Park (ME)
—Death Valley National Park (CA)
—Everglades National Park (FL)
—Grand Canyon National Park (AZ)
—~@Glacier National Park (MT)
—Olympic National Park (WA)
—Sequoia National Park (CA)
—Yellowstone National Park (WY)
—Yosemite National Park (CA)

Challenge Cost-Share Progrems.—The
America the Beautiful initiative will also en-
courage expanded partnerships with private
parties and State and local governments
through new challenge cost-share programs for
the Park Service and Fish and Wildlife Serv-
ice. Federal funds will be matched by non-Fed-
eral contributions for the protection and enjoy-
ment of parks and refuges. Modeled after the
successful programs already ongoing in the
Forest Service and the Bureau of Land Man-
agement, these new programs will involve the
public in improving natural resources by in-
creasing direct citizen efforts and financial
contributions.

The Endangered Species Program.—
Funding increases of $10 million would allow
for a re-prioritization of this program to in-
clude increases for prelisting, recovery, and
delisting activities. Management of multi-spe-
cies ecosystems for biodiversity should signifi-
cantly limit the number of conflicts related to
the preservation of individual species. The new
multi-species approach will protect threatened
and endangered species while at the same time
permitting economic activity. For example,
under the prelisting process, critical wildlife
habitat that would need protection would be
identified, while areas where economic activity
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could safely take place would also be identi-
fied.

Reforestation: Planting Trees for Ameri-
ca’s Future.—The 1991 budget proposed the
initiation of a national tree planting program
aimed at both rural and urban areas.

The President’s proposal for 1991 was en-
acted in the 1990 Farm Bill, and $70 million
was appropriated to begin tree planting activi-
ties. Although the legislation did not provide
full funding for the President’s goal of planting
1 billion trees per year, each state now has
a coordinating committee to develop a network
of leadership, expertise and corporate and pri-
vate sector involvement in tree planting activ-
ity. The 1991 program will allow for planting
and timber stand improvement of nearly 100
million trees on 150,000 acres in rural areas
and another 15 million trees in communities
throughout the country.

Also in 1991, the President’s proposed Na-
tional Tree Trust Foundation was enacted and
capitalized with a one-time appropriation of
$20 million. The Foundation will direct its re-
sources toward public awareness and private
fund raising efforts to mobilize individuals,
businesses, governments, and community orga-
nizations to plant and care for trees in cities
and towns throughout America.

The 1992 budget contains funds to expand
the reforestation initiative begun in 1991. The
budget proposes $140 million to expand tree
planting and care activities on privately-owned
rural lands and in the Nation’s 40,000 rural
communities. The President’s goal remains to
plant, maintain, and conduct timber stand im-
provements on one billion trees per year.

The continuation of the initiative recognizes
the remarkable value of trees as a resource.
In addition to their use for wood products and
wildlife habitat, trees sequester carbon dioxide
from the atmosphere; provide for reductions
in energy consumption by providing shade in
summer and wind abatement in winter; and
reduce erosion and the flow of pesticides into
the Nation’s lakes and streams.

The National Forest: America’s Great
Outdoors.—The budget includes funds for a
3-year, $625 million effort to enhance outdoor
recreation opportunities on National Forest
lands, thereby meeting the increasing demands
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Table E-2. AMERICA THE BEAUTIFUL
(Buget authority; dollar amounts in millions)
Actual 1992-93
: 1991 1992

Funding Summary 1989 1990 Enacted Proposed Dollar Percent

Change Change

Land AcQuisSition «.....c..ciemisereenirisesiiaees 206 237 342 350 +8 +2
Reforestation .......cccccoccvveeveeeecieesceenennen. - — 70 140 +70 +100

Resource Protection/Recreation:

National Forests: ...........cciisiamaiin — — — 88 +88 e
Department of the Interior ............... 157 174 247 329 +82 +33
Other Agencies “coastal America” .... — — — 18 #18  wmnmens
Total, America the Beautiful ......... 363 411 659 925 +265 +40

for recreation on forest lands and helping to
reduce the current overcrowding of other Fed-
eral recreational facilities, including the Na-
tional Parks. Under the initiative, attention
will be focused on providing those recreational
services where National Forest System lands
have a comparative advantage. Emphasis will
be placed on recreation management on lands
adjacent to urban areas and on specially des-
ignated areas such as National Recreation
Areas and the Wild and Scenic Rivers System.

Upon completion of this program, the Forest
Service will have in place recreation and trail
facilities that will assist in meeting rapidly in-
creasing recreation demand on National For-
ests and other public lands. Specifically, the
program will address high demand areas such
as urban forests, scenic byways and specially
designated recreation areas. The program will
increase the number of new visitor centers for
priority urban forests, and generally expand
and enhance camping and picnic facilities in
order to meet the needs of the public well into
the next century. In addition, through partner-
ship arrangements with the private sector, a
better mix of recreation opportunities, includ-
ing added facilities more suitable for the elder-
ly and handicapped, would be provided.

The program will also include the upgrade
of restroom facilities, provide for additional in-
terpretive services, the expansion of scenic by-
ways and added investments for cultural re-
sources, as well as fish and wildlife activities.
This initiative will help to implement the Sec-
retary of Agriculture’s 1990 Forest and Range-
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land Resources Planning Act (RPA) program
to begin reducing a nearly 50-year backlog of
recreation enhancement needs. As a result of
this program, the backlog would be removed
in 10 years.

LEGACY 1999

The budget continues and expands the Leg-
acy 1999 effort, begun in 1991, to leave a leg-
acy of improved conditions at national parks,
wildlife refuges and other public lands.

The Department of the Interior is committed
to accomplishing these improvements by the
end of the decade—its 150th anniversary as
a Department—and hence has designated this
effort “Legacy '99”. The budget proposes fund-
ing of $823 million, an increase of $4 million
over 1991, to repair and rehabilitate facilities,
to reduce the backlog of facility rehabilitation
projects, including the repair of unsafe dams
and the cleanup of hazardous materials, and
to improve the maintenance of these facilities.

Higher funding levels will accelerate the res-
toration of important facilities in existing
parks and recreation areas and improve the
day-to-day operating maintenance of Interior
facilities such as visitor centers, campgrounds,
roads, boat ramps, and administrative build-
ings. This increased funding will also allow
Interior to upgrade its infrastructure on a peri-
odic basis to prevent long-term deterioration
that could threaten public safety and ulti-
mately increase costs to the Federal taxpayer.



Part Two-92

THE BUDGET FOR FISCAL YEAR 1992

Included in Legacy ’99 are funds for certain
facilities of special importance:

e $11 million to restore waterflows to the
Everglades National Park.

e $4 million to rehabilitate the existing
Baldridge Hall to create a new White
House Visitors Center that would house
exhibits and interpretive media and better
accommodate the millions of visitors to the
White House each year.

e $5 million for construction and rehabilita-
tion of the Federal Interagency Fire Cen-
ter in Boise, Idaho, that will enable Inte-
rior and the Forest Service to improve op-
erations and coordination of national
wildland firefighting programs.

Funds for key dam safety improvements,
needed to protect people and the environment
downstream, will be increased to $123 million,
$19 million over 1991 levels, in the Legacy
’99 initiative. In addition, $80 million in new
funding, $21 million over 1991 levels, will ac-
celerate the evaluation and clean up of hazard-
ous waste sites located on federally managed
lands.

Complementing Legacy '99, the budget also
proposes the establishment of a $5 million
Natural Resource Damage Assessment fund
within Interior. This is similar to a $5 million
revolving fund created in the National Oceanic
and Atmospheric Administrative Act in 1991.
The fund will support timely, comprehensive
high priority damage assessment activities,
litigation strategies, coordination with other
agencies, and negotiations with parties poten-

tially responsible for damage to Interior’s
lands and natural resources.

This identified funding will allow Interior to
fulfill its obligation to this and future genera-
tions to protect natural resources and the
public’s use of these resources; increase the
likelihood that polluters, not taxpayers, will
pay for the cost of restoring injured resources;
and help prevent hazardous substance and oil
spill incidents from occurring in the future.

Also complementing Legacy 99 is increased
funding in the budget from the Department
of Transportation’s Federal Highway Trust
Fund (a total of $190 million, or 36 percent
over 1991) for public roads inside national
parks and on Indian reservations. There are
about 8,000 miles of park roads and parkways
and approximately 20,000 miles of roads on
reservations under the jurisdiction of Interior.
Both road systems provide critical, sometimes
unique access to parks and reservations, and
are necessary for the full use and enjoyment
of parks, and for economic and social develop-
ment of Indian reservations.

Based on recent road condition inventories,
a substantial backlog of needed improvements
exists for the two systems. The only sources
of funding for improvements of roads under
Interior’s jurisdiction are Federal appropria-
tions. The proposed 1992 increases will help
to stabilize the overall condition of paved roads
in parks and on Indian reservations, minimize
further deterioration of the road systems, and
begin reducing the backlog of needed improve-
ments.

In addition to Interior, $100 million (82 per-
cent over 1991) is proposed for the approxi-

Table E-3. LEGACY ’99—DEPARTMENT OF THE INTERIOR

(Budget authority; dollar amounts in millions)

Actual Percent
1991 1992

Change,

1989 1990  Emacted  Proposed 50785
MATNECINATICE (v.oivsosusesionnssssassosss somiussssss sonssiessssosabasolls 347 373 435 480 +10
RN A I At OR s e o seveas sinsessss sassasiissio 50 84 221 140 =37
DamiSafety’ —rorsrmmenmmr o ettt 78 62 104 123 +18
CLeaANNPE ;s sos o st somre s AT e 42 44 59 80 +36
SRONAT oommmtem i s o o e sint b i e S 517 563 819 823 +1
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mately 25,000 miles of State and local roads
that serve national forests under the jurisdic-
tion of USDA’s Forest Service.

THE BUDGET BEGINS A MAJOR PRO-
GRAM TO IMPROVE THE NATION'S
COASTAL WATERS

Coastal America program.—The budget
contains $23 million for a major new initiative
to protect the Nation’s coastal resources. The
EPA, Commerce, the Army Corps of Engineers
and Interior will focus on preservation and
cleanup of polluted coastal estuaries and erod-
ing coastal wetlands. This is a practical, ac-
tion-oriented approach to protection and res-
toration of coastal resources. The program
builds upon the existing expertise of these
agencies and provides a framework for activi-
ties at the national, regional, and watershed
levels.

Secondary treatment for municipal dis-
charges.—Because one of the major sources
of coastal pollution is the discharge of munici-
pal sewage, a special effort is included in this
budget to accelerate the achievement of sec-
ondary treatment levels in several major coast-
al cities. EPA’s wastewater treatment program
has been funded in the budget at a total level
of $1.9 billion, consistent with authorized lev-
els. The bulk of these funds will be appro-
priated as grants to capitalize State revolving
funds which make loans to municipalities for
meeting wastewater treatment needs.

However, the budget proposes to target $300
million in grants to coastal cities with the big-
gest remaining secondary treatment needs—
Boston, New York, Los Angeles, San Diego,
and Seattle. The $100 million earmarked for

Boston exceeds the current special authoriza-
tion for Boston by $80 million. An additional
$100 million is included to build a major treat-
ment facility at the U.S.-Mexican border,
which is separately authorized by the Clean
Water Act. The facility will treat raw sewage
discharges from Tijuana into the Tijuana
River. These discharges have severely affected
a National Wildlife Refuge and have caused
the closing of beaches around San Diego for
the past several years.

Oil spill cleanup funding is increased
significantly.—Major increases in funds are
proposed for the Coast Guard to improve the
response to, and the cleanup of, oil spills along
the nation’s coastline. The Coast Guard budget
proposes $108 million for oil spill prevention
and response activities, a $15 million (17 per-
cent) increase over 1991. These resources will
be used to provide equipment, training and
personnel for the Coast Guard’s Marine Envi-
ronmental Protection Mission. The budget for
EPA includes an increase of more than 60%
for oil spill activities.

Outer Continental Shelf (OCS) Environ-
mental Studies.—The budget proposes an in-
crease of $14 million over the 1991 enacted
level to support the environmental studies pro-
gram in the Minerals Management Service.
The $38 million request will be used to re-
spond to the President’s directive in June 1990
to upgrade the consideration of environmental
effects before proceeding with oil and gas leas-
ing and development in certain areas of the
OCS. The environmental studies program pro-
vides scientific and technical information on
environmental, social, and economic effects of
oil and gas activity so that responsible leasing
decisions can be made.

Table E-4. COASTAL AMERICA
(Budget authority in millions of dollars)

Agency

1992 Funding

Environmental Protection Agency
Army Corps of Engineers
Department of the Interior

National Oceanic and Atmospheric Administration
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A 48 PERCENT FUNDING INCR..EASE
SUPPORTS THE PRESIDENT'S GOAL
OF “NO NET LOSS” OF WETLANDS

The President has articulated a national
goal of no overall net loss of wetlands. Con-
gress enacted last year significant new legisla-
tion to help stop the loss of nearly 400,000
acres of wetlands each year throughout the
Nation. The budget fully implements many of
the new authorities provided:

e Water rights will be acquired on a willing
seller basis for the Stillwater National
Wildlife Refuge (NV), which is a signifi-
cant wetland that provides habitat to mi-
gratory birds in the Pacific Flyway. There
have been reports that thousands of birds
have died there due to lack of water or
to stress associated with the lack of ade-
quate supplies of healthy water.

e Funds are allocated for easements for
600,000 acres of wetlands to be brought
into the Environmental Conservation Acre-
age Reserve Program, enacted as part of
the 1990 Farm Bill. The budget proposes
nearly $500 million during 1992-1995 to
encourage farmers to remove higher prior-
ity wetlands from production through
these easements.

¢ The budget fully funds the recently en-
acted Wetlands Protection and Restoration
Program managed by the DOI and the
Army Corps of Engineers for the con-

servation and restoration of coastal wet-
lands.

¢ The budget also funds various multi-agen-
cy programs for acquisition and manage-
ment of wetlands habitat significant to mi-
gratory birds and endangered species, con-
servation and restoration of other high pri-
ority wetlands, and an ongoing wetlands
research and development program.

POLLUTION CONTROL

EPA’s operating budget is increased sig-
nificantly.—The budget provides another in-
crease for EPA’s operating budget to carry out
the agency’s research, regulatory and enforce-
ment responsibilities. Since the Bush Adminis-
tration took office, EPA’s operating program
budget will have increased by 41 percent, and
the workforce needed to carry out its mission
will have been expanded by 20 percent. The
budget provides significant increases for carry-
ing out the Clean Air Act, protecting the Great
Lakes, expanding environmental education, en-
forcing environmental laws, expanding re-
search, and improving the capability of states
to carry out their environmental responsibil-
ities.

Implementing Clean Air Act changes.—
The budget includes major increases for imple-
menting the recently enacted Clean Air Act
Amendments of 1990. An increase of $117 mil-
lion and 341 staff years is requested for EPA
to carry out the ambitious requirements and

Table E-5. FUNDING FOR WETLANDS RESEARCH, PROTECTION AND
ENHANCEMENT WILL INCREASE BY 48 PERCENT

(Budget authority; dollar amounts in millions)

Actual Dollar
: 1991 1992

Wetlands Fundin Change,

. 1989 1990  Enacted Proposed  yoqyf

Department of the Interior .........cccceevviiiniiennnnene. 94 126 181 221 +40

Department of Agriculture ........ccoceevevenvcniinnnes 79 128 107 226 +119

Environmental Protection Agency ..........c.ccoccveenneen 9 13 22 30 +8

Army Corps of Engineers’® .........cccooeevevvereeneenenenene 98 124 150 211 +61
National Oceanic and Atmospheric Administra-

HOMbm e o e R R T S D 15 18 20 22 +2

e T 295 409 480 710 +230

!Includes mitigation.
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Table E-6. EPA’S OPERATING BUDGET WILL INCREASE BY 7 PERCENT
(Budget authority; dollar amounts in mniillions)
Actual - o 1991-92
4 1 1

Funding Summary 1989 1990 Enacted Proposed Dollar Percent

Change Change
Implementing Clean Air Act changes .. —- - - 83 200 +117 +141
Enforcing environmental laws .............. 126 138 188 209 +21 +11
Expanding research ..........c.ccceeveruerenenn 312 347 358 422 +64 +18

Improving States’ ability to carry out

environmental responsibilities .......... 303 371 469 482 +13 +3
Other operating programs .................... 1,011 1,082 1,215 1,164 -51 —4
Total EPA operating program ........... 1,752 1,938 2,313 2,477 +164 +7
Operating program workyears .......... 11,649 11,860 13,224 13,929 +705 +5

deadlines in the Act. Combined with the in-
creases provided in 1991, EPA will have avail-
able a total of approximately $200 million and
600 staff years above 1990 levels to implement
the amendments.

The enacted Clean Air legislation provides
the authority to carry out the President’s pro-
posals to: (1) bring all cities into attainment
with ambient clean air standards; (2) reduce
sulfur dioxide emissions that cause acid rain
by 10 million tons annually; and (3) reduce
industrial emissions of toxic air pollutants by
75-90 percent. The budget provides the re-
sources EPA needs to achieve the statute’s ob-
jectives while promoting the use of market
forces to achieve those objectives in the most
cost-effective manner possible.

Protecting the Great Lakes.—The budget
also provides funds for an innovative EPA pro-
gram to protect the Great Lakes by addressing
pollution from all environmental media (i.e.,
air, water and land) rather than the tradi-
tional focus on water pollutants. The budget
includes an increase of $20 million for the ini-
tiative. It will also accelerate meeting United
States commitments under the Great Lakes
Water Quality Agreement with Canada.

Environmental Education.—In November
1990 the President signed the Environmental
Education Act of 1990, which authorized a va-
riety of programs to expand environmental
education. The budget proposes to double
EPA’s environmental education funding in
order to carry out this law. In addition, the

budget requests $500,000 to fund the Environ-
mental Education Program authorized in the
Act, which will reward the Nation’s best and
most innovative teachers in this area.

Enforcement.—EPA established new rec-
ords in 1990 in its efforts to ensure that pollut-
ers pay for the cost of addressing tiie pollution
they cause. In total the agency recovered $105
million in 1990, an increase of $40 million over
the previous year. The budget includes an in-
crease for EPA’s operating program of $21 mil-
lion to over $200 million to ensure that EPA
has the tools it needs to enforce the Nation’s
environmental laws.

Cleaning up hazardous waste sites.—Re-
sources for the Superfund hazardous waste
cleanup program are increased by $134 million
to $1.75 billion. The budget maintains the Ad-
ministration’s emphasis on requiring respon-
sible parties to conduct cleanup activities, but
places a new priority on accelerating cleanup
by the Federal fund. In the past, too many
Superfund receipts have been spent on support
and research and development activities while
actual cleanup has lagged. Consequently, re-
sources have been shifted from support activi-
ties to actual site cleanup work, so that the
entire increase is devoted to site cleanup.
Cleanup activities increase by $143 million, 19
percent over 1991. The bulk of this increase
($107 million) will be devoted to permanent
remedies at sites. Under the Administration’s
proposals, the share of cleanup funding as a
percent of total Superfund budget authority
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Table E-7. FOCUSING SUPERFUND ON CLEANUP

(Budget authority; dollar amounts in millions)

Actual s — 1991-92
Activity Enacted Pro
posed Dollar Percent
1989 1990 Change Chan;e
(8] 12290111 o I 532 651 753 896 +143 +19
Enforcement .......ccoccveeieiveeniennieinennenens 176 187 209 225 +16 +8
SUPPOLE v tocee s i T TR S s 702 692 654 629 -25 -4
Total, Superfund .......cccccerviecrnnnnennen. 1,410 1,530 1,616 1,750 +134 +8
SUPERFUND BUDGET AUTHORITY
$ BILLIONS
1.9
1.8 4
1.7 4
/
e REQUESTED BY e
PRESIDENT BUSH w2523
/
== <l
A B APPROVED BY
o CONGRESS
-
-
/
1.4 T ;
19089 1990 1991 1992

will increase from 47 to 51 percent, while en-
forcement will maintain a 13 percent share
of total funding, and support will decrease
from 40 percent to 36 percent.

The Administration has pursued an aggres-
sive program of cleaning up Superfund sites,
and has requested substantial increases in
Superfund funding. Unfortunately, as shown
in the chart on Superfund, Congress has re-
peatedly reduced the President’s requested
level of funding for this important program.

REVITALIZING THE COUNCIL ON
ENVIRONMENTAL QUALITY

The Council on Environmental Quality has
an important mission: to ensure that Federal
policies are consistent with the environmental
quality improvement goals of the National En-
vironmental Policy Act (NEPA), to provide co-
ordination among agencies on key issues, and
to report to the Nation on the state of the
environment and related indicators.
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Table E-8. THE BUDGET FOR THE COUNCIL ON ENVIRONMENTAL
QUALITY INCREASES BY 64 PERCENT

(Budget authority; dollar amounts in millions)

Actual Percent
1991 1992
1989 1990  Enacted Proposed [oons
Council on Environmental Quality ..........c............ 0.85 1.46 1.87 3.06! +64

'Includes $500 thousand to come from EPA for the President’s Awards Program for Environmental Education.

The President has demonstrated his commit-
ment to strengthening the CEQ and to ensur-
ing that it has the capability to serve as an
effective source of environmental analysis and
information in the White House. In 1991, the
President proposed a budget increase for CEQ
of 90 percent. The 1992 budget continues to
demonstrate this commitment. The request for
CEQ represents an increase of nearly 64 per-
cent over 1991 levels. This includes $500,000
in the Environmental Protection Agency to be
allocated to CEQ to administer Presidential
awards for Excellence in Environmental Edu-
cation, an initiative requested in the Presi-
dent’s 1991 budget and authorized in the Na-
tional Environmental Education Act of 1990.

CLEANING UP FEDERAL FACILITIES
Department of Energy (DOE)

The budget provides a 30 percent increase
over 1991 appropriated levels in the funds to
continue an aggressive program to clean up
nuclear facility waste sites. Since the Bush Ad-
ministration took office, funding for cleanup
has more than doubled, from an appropriated
level of $1.8 billion in 1989, to $2.4 billion
in 1990, to $3.3 billion in 1991, to the Adminis-
tration’s proposal of $4.4 billion for 1992. In
addition, as part of this accelerated cleanup
program, the Administration is proposing a
$340 million supplemental appropriation for
1991, bringing the total funding level for 1991
to $3.7 billion.

In addition to providing large funding in-
creases, the Administration is implementing a
comprehensive 7-point plan for improving the
cleanup program. This strategy includes: (1)
risk-based budgeting; (2) program evaluation;
(3) independent cost review; (4) employee in-

280-000 0 - 91 - 4 (PART 2)

centives to achieve cleanup requirements expe-
ditiously and cost effectively; (5) incorporating
R&D into cleanup activities more quickly than
presently occurs; (6) integrating the Depart-
ment’s Five Year Plan for Environmental Res-
toration and Waste Management and the
President’s budget; and (7) supporting legisla-
tion to establish a consistent national priority
system for cleanup projects and to address the
reasons for inflated costs for environmental
restoration and waste management.

The combination of the significantly in-
creased funding levels and the improved finan-
cial and management controls will enable the
Department to make substantial progress in
all areas where it has compliance agreements,
and still have funds to manage the newly gen-
erated waste at the DOE sites.

The Department of Energy cleanup program
encompasses four major categories of program
activities: corrective activities, environmental
restoration, waste management operations,
and technology research and development.

Corrective activities include those actions re-
quired to bring currently operating and stand-
by facilities into compliance with applicable
local, State and Federal requirements and in-
ternal DOE requirements with respect to air,
water, and solid waste. They cover the full
range of potential releases to the environment
from DOE facility operations. Corrective activi-
ties represent the smallest component of the
costs, totaling $144 million in 1992. Most of
the corrective activity requirements are in the
near term, reflecting the need for prompt ac-
tion to bring operational facilities into compli-
ance with existing standards.

Environmental restoration activities include
assessment and cleanup of surplus facilities
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and inactive sites to meet the requirements
of applicable environmental laws, regulations,
and standards. Environmental restoration con-
sists of: (1) remedial actions to halt or prevent
potential releases from inactive waste sites
and (2) decontamination and decommissioning
of older facilities no longer in operation.

Proposed funding in 1992 for environmental
restoration is $1.47 billion, a 41 percent in-
crease over appropriated 1991 levels. This re-
flects the growth in scope of the program, as
the number of sites and extent of contamina-
tion become better understood, as well as a
gradual transition from the investigation and
feasibility studies required under CERCLA
and RCRA to actual remediation projects.

Waste management operations refer to the
ongoing activities throughout DOE that are di-
rected toward the management of radioactive,
hazardous, mixed and sanitary wastes consist-
ent with laws and regulations established to
protect public health and safety and the envi-
ronment. The legal and regulatory require-
ments of waste management activities derive
from the type of waste being managed, with
EPA, DOE, the Nuclear Regulatory Commis-
sion, and, in some cases, States having a role
in determining standards and practices.

Funding for waste management activities
comprises the largest portion of the proposed
environmental restoration and waste manage-
ment budget, totaling $2.38 billion in 1992,
a 34 percent increase over appropriated 1991
levels. This reflects the cost of constructing
and operating waste management facilities in
compliance with applicable laws and regula-
tions.

Technology development activities are con-
ducted to resolve major technical issues related
to effective waste management and clean-up,
and to advance beyond current technologies
needed to attain and maintain compliance with
environmental restoration and waste manage-
ment laws and regulations. The main focus
of the program is on faster, better and less
costly techniques for waste cleanup and waste-
stream processing. The program is designed
to accelerate the conception, creation, develop-
ment, and deployment of the next generation
of environmental cleanup and waste manage-
ment technologies. Major initiatives will focus
on waste minimization, development of im-
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proved environmental characterization and
restoration technologies, application of robotics
and automated systems technologies, and ad-
aptation of existing technologies to DOE prob-
lems. To accomplish the goals for improved
waste management and waste site cleanup, the
budget proposes to increase the investment in
technology development to $309 million, a 50
percent increase over appropriated 1991 levels.

An additional $44 million for transportation
management and program direction brings the
total Administration proposal for 1992 cleanup
activities at DOE sites to $4.4 billion.

Department of Defense (DOD)

The Defense Department is making major
progress in environmental cleanup and compli-
ance. The leadership, policy, and structure are
in place today to identify and take care of
problems. The budget provides $2.6 billion, an
increase of almost $700 million or 34 percent
above 1991, for cleanup and compliance with
environmental laws. The Department of De-
fense will clean up all of its contaminated sites
and bring all of its operations into full compli-
ance with Federal, State and local environ-
mental laws. :

The Department is spending $1.1 billion in
1991 and proposes spending of $1.3 billion in
1992 to clean up contaminated sites. The prob-
lems have been completely identified at all 895
of the Defense Department’s sites listed on the
EPA’s National Priority List. Actual cleanup
work has begun at 68 of those 95 sites.

In addition to cleanup costs, the Department
plans to spend $860 million in 1991, and $1.3
billion in 1992 to get into compliance with Fed-
eral, State and local environmental laws. Envi-
ronmental program initiatives begun in 1990
are reducing DOD’s hazardous waste genera-
tion by thousands of tons a year as part of
the plan to cut hazardous waste generation
in half by 1992. Looking further into the fu-
ture, procurement guidelines established now
will reduce the amount of hazardous materials
used over the next decade and minimize, into
the next century, the environmental effects of
new systems.

These actions are coupled with thousands
of initiatives at local installations, ranging
from base-wide recycling programs to massive
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reductions in energy use. Taken together, all
of these steps will help ensure substantial en-
vironmental compliance at all Federal facili-
ties.

Department of the Interior (DOI)

The budget proposes $80 million, a 36 per-
cent increase above 1991, for environmental
compliance and hazardous waste management
activities, and assessment and investigation of
potentially contaminated DOI sites. This will
allow the Department to continue its site in-
ventory, conduct assessments and investiga-
tions, and keep identified remedial actions on
schedule. Assessments and investigations ‘of
potentially contaminated sites will increase 68
percent from 220 in 1991 to 335 in 1992. The
budget also fully funds remedial actions in
1992. DOI hazardous waste sites include unau-
thorized landfills on public lands, potential dis-
charge from old mining operations on patented
or public land, polluted irrigation drainage
that in some cases is from Bureau of Rec-
lamation water projects, and leaking under-
ground storage tanks on lands managed by
various DOI agencies.

Department of Agriculture (USDA)

The budget proposes $35 million, an increase
of 17 percent above 1991, for hazardous waste
management activities in USDA. USDA oper-
ates a centrally managed Hazardous Waste
Management program, which is responsible for
coordinating and monitoring all hazardous

waste compliance actions. The Forest Service
and the Agricultural Research Service (ARS)
account for over 90 percent of all hazardous
waste compliance activities within USDA.
Problems consist mainly of leaking under-
ground storage tanks, potential discharge of
toxic wastes from abandoned mines, and po-
tential contamination from past discharge of
chemicals from research facilities.

Department of Commerce (DOC)

The budget requests an increase of $2 mil-
lion to establish a program of environmental
cleanup and compliance at National Oceanic
and Atmospheric Administration (NOAA) fa-
cilities. NOAA will create a system to identify
and monitor the cleanup of environmental
problems at its 228 locations nationwide.
NOAA will immediately begin replacing leak-
ing underground storage tanks on its prop-
erties.

Department of Transportation (DOT)

The budget provides $57 million, a 19 per-
cent increase above 1991, for hazardous waste
cleanup and compliance activities in DOT. The
Federal Aviation Administration (FAA) and
the Coast Guard account for nearly all of
DOT'S cleanup and compliance needs. Much
of the work involves replacement of under-
ground fuel storage tanks.

Table E-9. THE BUDGET INCLUDES AN ADDED $1.7 BILLION TO
SPEED THE CLEANUP OF FEDERAL FACILITIES

(Budget authority; dollar amounts in millions)

Actual Percent

: 1991 1992
Funding Summary Change,
‘ 1989 1990 Enacted  Proposed 1991_392
Department of Energy .......cccccovvvevievviiiennncinecnenen, 1,762 2,358 13,690 4,356 +18
Department of Defense .........ccccoevviivieieniiiciciecennee 1,155 1,282 1,923 2,582 +34
Department of Agriculture ........c.ccecceevieninninenen. 8 24 30 35 +17
Department of the Interior .........ccocecvvecvnnirennnnen. 42 44 59 80 +36
Department of Transportation .......c..ccevcevviiineceneens 29 29 48 57 +19
NASA and the Department of Justice ................... 28 50 35 39 +11
DA s e s adssnnnss el ages saelons 3,024 3,787 5,785 7,149 +24

'Includes a $340 million supplemental for 1991 for environmental restoration and waste management.
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SPEEDING THE CLEANUP OF FEDERAL FACILITIES

$ BILLUONS (BUDGET AUTHORITY)
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National Aeronautics and Space
Administration (NASA)

The budget requests $36 million, an increase
of 13 percent above 1991, for cleanup and com-
pliance activities in NASA. NASA cleanup
projects include soil and groundwater remedi-
ation, upgrade of various facilities, leaking un-
derground storage tanks, and addressing facil-
ity deficiencies and corrective action require-
ments.

Department of Justice (DOJ)

The budget requests $3 million for environ-
mental cleanup and compliance activities at
DOJ facilities. The Bureau of Prisons accounts
for most of the Department’s activities, with
resources devoted to RCRA and Superfund
cleanups, and compliance with the Clean Air
Act and Clean Water Act. In addition, in 1992
the Immigration and Naturalization Service
will undertake projects to replace existing un-
derground storage tanks before leakage occurs.

Environmental Protection Agency (EPA)

The budget includes an additional 135 staff
years, a 117 percent increase over 1991, for
EPA oversight of cleanups at Federal facilities.
This increase will ensure that EPA has an
effective program of technical assistance and
oversight for all 116 Federal facilities on
Superfund’s National Priority List for cleanup.

GLOBAL CLIMATE CHANGE

Funding for Global Change Research is
expanded by 24 percent in its second year
in an effort to extend America’s leadership
tn this area.—The budget proposes a 24 per-
cent increase in global climate change research
activities over the 1991 enacted level of $955
million to the 1992 request level of $1.2 billion.
This program is designed to reduce the signifi-
cant uncertainty associated with predicting the
behavior of the coupled ocean-atmosphere-land
Earth system which determines climate phe-
nomena and to form the basis for rational,

7
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$ BILLIONS

U.S. GLOBAL CHANGE RESEARCH PROGRAM
(BUDGET AUTHORITY)

1991 1982

comprehensive and cost effective responses to
climate change.

While the U.S. is making this substantial
investment in scientific and economic research
on climate change, it is, at the same time,
taking several policy steps that will, in addi-
tion to other benefits, have the effect of curb-
ing greenhouse gas emissions.

With these actions, it is estimated that U.S.
greenhouse gas net emissions in the year 2000
will be no higher than in 1987.

The recently enacted Clean Air Act provi-
sions will reduce U.S. greenhouse gas emis-
sions. The Act’s provisions for electric utilities
are an unprecedented reform of that industry
and the regulation of its emissions. The Act
puts a permanent cap on utility sulphur diox-
ide emissions at 10 million tons below the 1980
levels and reduces nitrogen oxides (NOx) by
2 million tons below nrojected year 2000 levels.
It also gives utilities the flexibility needed to
obtain emissions reductions under the emis-
sions cap by any means they choose. Utilities
can choose to achieve emission reductions
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through conservation measures. It is thus pro-
jected that greenhouse gases from this sector
will be reduced as a result of the Act.

Other provisions of the Act regulating emis-
sions of volatile organic compounds, nitrogen
oxides, and carbon monoxide will not only
produce cleaner air but will also significantly
affect greenhouse gases or their precursors.
These reductions will reduce greenhouse gas
emissions both directly in terms of NOx and
indirectly by reducing ozone precursors and
encouraging energy efficiency.

Phasing out CFCs, carbon tetrachloride,
methyl chloroform, and hydrochlorofluoro-
carbons (HCFCs) in accordance with the Mon-
treal Protocol, and even faster under the provi-
sions of the Clean Air Act, will substantially
reduce emissions of greenhouse gases as well
as protect the stratospheric ozone layer. The
CFC user fee enacted in the 1989 Rec-
onciliation Act has already reduced CFC pro-
duction 23 percent below the level permitted
in the Montreal Protocol during the 12-month
period ending in June 1990. It is expected to
have some additional effects in phasing down
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Table E-10. U.S. GLOBAL CHANGE RESEARCH PROGRAM
(Budget authority; dellar amounts in millions)
Actual 551 1991-92
. 1992
Bundm STy Enacted Proposed  Doll
pose ollar Percent
1989! 1950 Change Change
National Aeronautics and Space Ad-

4 010115 = 1A L0) o) R — 489 652 773 +121 +19
National Science Foundation ................ — 55 87 119 +32 +37
Department of Energy ......ccccoeccevvvcnnnnnen. -- 50 66 i +11 +17
Department of Agriculture .................. — 21 39 53 +14 +36
Department of Commerce ..........c.ce.... — 18 47 78 +31 +66
Department of the Interior ................... e 13 37 46 +9 +24
Environmental Protection Agency ....... — 13 22 26 +4 +18
Smithsonian Institution .......cc.cccceeeeeeee -— 0 5 8 +3 +60
Department of Defense .......ccccceceeernn — — 0 6 H6f  cmmmnereen

) L e s — 659 955 1,186 +231 +24

! Program began in 1990.

ozone depleting compounds faster than re-
quired by either the Protocol or the Clean Air
Act provisions. )

The President’s proposed program for plant-
ing a billion trees a year will produce substan-
tial benefits for wildlife, soil conservation, and
energy saving, as well as directly take up CO2
from the atmosphere. The increase in the Fed-
eral gasoline tax enacted in the Omnibus
Budget Reconciliation Act of 1990 will reduce
emissions by encouraging energy efficiency in
road transportation. Increased funding re-
quested in the budget for research and devel-
opment in solar and renewable energy and en-
ergy conservation will be important in identify-
ing and developing technologies and practices
which will allow energy needs to be met in
environmentally efficient ways. New energy
saving appliance standards promulgated by
the Department of Energy will increase energy
conservation and reduce demand.

The actions planned under current United
States policy will have a substantial effect on
U.S. greenhouse gas emissions. The U.S. share
of world-wide greenhouse gas emissions is de-
clining as the world’s economy grows. For this
reason, efforts to address the climate change
issue must involve all nations.

Beginning in February 1991, the United
States and other countries will begin negotia-

tions on a framework convention on climate
change. Although the climate change issue is
very complex and difficult, it is hoped that
a convention can be ready for signature by
the 1992 United Nations Conference on the
Environment and Development. Such a con-
vention is needed to establish the framework
for long-term and world-wide international co-
operation and joint effort in addressing climate
change concerns. The U.S. has been playing
a major role in the preparations for these ne-
gotiations through the Intergovernmental
Panel on Climate Change.

Global change economic research is sub-
stantially expanded.—To reduce large uncer-
tainties about the economic implications of cli-
mate change, the budget requests $17 million
in 1992 for economic research on global
change, an increase of 115 percent. This re-
search will be used to improve the economic
knowledge base about global change, particu-
larly about climate change. It will begin to
reduce the very substantial uncertainties
about the economic sources of climate change,
the effects of climate change on human eco-
nomic activities, and the economic and other
implications of actions which might be taken
to address climate change. The economic re-
search funding will include $9 million for re-
search by university and other non-govern-
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mental economists and $8 million for economic
research by Federal agencies.

In addition to these funds, the budget also
requests $2 million in new NSF funding to
establish International Institutes which will
provide regional centers to carry on and coordi-
nate international scientific and economic re-
search on global change.

WATER RESOURCE AGENCIES WILL
FOCUS ON ENVIRONMENTAL PRO-
TECTION, RESTORATION AND MITI-
GATION

Army Corps of Engineers—Protecting
and Restoring Environmental Resources.—
The budget of $211 million for wetlands re-
search, protection and enhancement activities,
described earlier in this chapter, includes $86
million to carry out a strengthened regulatory
program that will improve protection of wet-
lands. The budget includes $7 million for par-
ticipation with other agencies and coastal
States in the Coastal America Partnership ini-
tiative. The budget includes $7.5 million to in-
crease three-fold the “Section 1135” program,
which was extended at the President’s request
by the Water Resources Development Act of
1990. This section provides general authority
to modify existing Corps projects in the inter-
est of the environment. The budget would initi-
ate nine fish and wildlife restoration studies,
two of which would focus on wetlands. The
amount for wetlands activities also includes
$1 million to initiate the recently authorized
study to develop a Wetlands Action Plan and
Demonstration Program. This study would in-
clude assessment of methods and procedures
for establishing wetlands banking and trading,
and for evaluating and crediting contributions
associated with Federal projects or permits. An
anticipated outcome of this study would be a
proposal for two wetland mitigation banking
demonstration sites.

Mitigating Environmental Impacts of
Projects.—The Corps of Engineers budget in-
cludes $110 million to continue mitigating the
adverse environmental impacts of specific
water resources projects. Nearly one-fourth of
this amount would be used to address previous
wetland losses, and is included in total funding
for wetlands activities. Examples of mitigation
projects include land purchases in the area of

the Tennessee-Tombighee Waterway ($10 mil-
lion) and construction of Columbia River juve-
nile fish bypass facilities at 6 existing locks
and dams ($31.7 million). These fish bypass
projects, with a total cost of almost $250 mil-
lion, will provide facilities to assist the passage
of juvenile fish around the turbines at Lower
Granite, Lower Monumental, Little Goose,
McNary, The Dalles, and Ice Harbor. These
facilities have taken on greater importance in
the light of the potential endangered species
listing of several salmon species.

Bureau of Reclamation, Interior—Pre-
serving and Restoring Environmental Re-
sources.—The budget proposes several envi-
ronmental initiatives for the Bureau of Rec-
lamation. Nine new studies will evaluate the
potential for improving fish and wildlife habi-
tat and preserving and restoring wetlands in
cooperation with local partners at selected Rec-
lamation projects in California, Nevada, Idaho,
Colorado, and Oregon. In addition, new studies
will be initiated to identify the source of water
quality problems at projects in Colorado, Cali-
fornia, Texas, New Mexico, Washington, and
Oregon including the Lower and Middle Rio
Grande, Upper Arkansas, Dolores, and the San
Joaquin River Basins.

Mitigating Environmental Impacts of
Projects.—The Bureau of Reclamation budget
proposal includes $89 million to mitigate ad-
verse environmental impacts at water re-
sources projects. Major environmental res-
toration activities will continue at the Central
Valley Project in California, including res-
toration of fish and wildlife resources along
the Trinity and Sacramento Rivers. Rec-
lamation will also begin implementation of
provisions of the recently enacted Truckee-Car-
son-Pyramid Lake Water Settlement legisla-
tion in cooperation with other Federal and
non-Federal interests. Specific activities at
Reclamation projects will include modification
of project facilities and operational changes to
improve anadromous fisheries, migratory wa-
terfowl habitat, and other environmental re-
sources. Environmental mitigation is sched-
uled concurrent with construction of projects
included in the budget.

In addition, the budget places increased em-
phasis on non-structural solutions to water re-
source problems and improved management
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Table E-11. ARMY CORPS OF ENGINEERS (CIVIL WORKS): PROTECTION
AND RESTORATION OF ENVIRONMENTAL RESOURCES

(Budget authority; dollar amounts in millions)

Actual 1991-92
. 1991 P 1992 5 :

nacte ropose Dollar Percent
1989 1990 Change Change

Funding Summary

Protection and Restoration:

Regulatory Program ........cccceceveennenee 64 65 72 86 +14 +19
Coastal Partnership ......c.ccccceeevevveneenn. — — — 7 +7 -
Modification of Existing Projects

(SectionBd35) rim. i — —- 2 8 +6 +300
Restoration Studies — — — 2 +2 -
Other Wetlands Activities ................. 13 30 28 49 +21 +75

Mitigation:

Columbia River Juvenile Fish Miti-

FALION o s m e S e e 10 10 19 32 +13 +68
Tennessee-Tombigbee Waterway

IMIBIFAION: (ivsssiessessssmmitosssssshnsammanss — — 15 10 -5 -33
Other Mitigation Projects .................. 39 49 80 68 -12 -15

OLALL st 126 154 216 262 +46 +21

and operation of existing facilities. This will
significantly reduce future adverse environ-
mental impacts of water resource develonment
projects.
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V. INCREASING CHOICE AND
OPPORTUNITY

Part Two-107

Section V.B has been extracted and reprinted
herein.

The entire section V. may be referred to on pages

Part Two-107 through Part Two-143 of the "Budget of
the United States Government."
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V.B. ENDING THE SCOURGE OF DRUGS
AND CRIME

HIGHLIGHTS

The Administration is strongly committed to
ending the scourge of drugs and combatting
-violent crime. The budget proposes an overall
increase of $1.1 billion, an 11 percent increase
over 1991, to extend the progress begun in
curbing drug use in America. If enacted, total
Federal drug control spending would be $11.7
billion—an increase of $5.2 billion, or 80 per-
cent higher than when the President took of-
fice.

Ending the Scourge of Drugs

The key elements of the Federal drug control
effort are:

e To fight drugs at the source and on the
streets, the budget proposes an increase
of $627 million (14 percent) in criminal
justice activities and a $221 million in-
crease (8 percent) in international and
interdiction programs;

To expand and target prevention efforts,
the budget proposes to continue to in-
crease the Education Department’s Drug
Free Schools program to 79 percent above
1989 levels and includes a $15 million in-
crease over 1991 for the Department of

Health and Human Services’ (HHS) Com-
munity Partnership prevention grants;

To improve and expand treatment pro-
grams, the budget proposes a new $99 mil-
lion drug treatment grant program to ex-
pand the Nation’s capacity to treat drug
users; additional resources are also pro-
posed for treatment research and for pro-
grams that target pregnant women and in-
dividuals in the criminal justice system—-
for a treatment total of $1.7 billion (up
10 percent).

Fighting Crime

In addition to drug control programs, overall
law enforcement efforts will continue to be a
priority. The level of crime is still too high.
If neighborhoods are to be made safe, the laws
must be enforced. Therefore, the 1992 budget
proposes an increase of $2 billion for all Fed-
eral law enforcement programs, from $12.8 bil-
lion in 1991, to $14.8 billion in 1992. (These
figures include some of the drug law enforce-
ment programs discussed above.) The last sec-
tion of this chapter discusses all Federal law
enforcement expenditures, of which the drug
control programs are one component. Key ele-
ments of the fight against crime include:

Table B-1. FEDERAL SPENDING TO FIGHT THE WAR ON DRUGS

(Budget authority; dollar amounts in b