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Assistant Secretary for Administration 2

A. E. Weatherbee, Maine.

1 For ogicials from September 11, 1789, through January 20, 1961, see the 1961 annual report exhibit 32,

Pp. 389

2The title of ‘‘Administrative Ass1stant Secretary”’ was changed to “Asswtant Secretary for Adminis-
tration’’ under the provisions of Public Law 88-426, approved Aug. 14, 1964.
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REVIEW OF FISCAL OPERATIONS







Summary of Financial Operations

Net administrative budget reéei_pts for the fiscal year 1964 totaled
$89.5 billion, an increase of $3.1 billion over the preceding year, due
principally to accelerated collections of corporate taxes and increased
collections of individual income taxes. Net administrative budget
expenditures for the year amounted to $97.7 billion, an increase of
about $5.0 billion over fiscal 1963. The administrative budget
deficit for fiscal 1964 was $8.2 billion.

Net trust receipts during the year increased to $30.3 billion; net
expenditures rose to $28.9 billion, resulting in an excess of receipts
amounting to approximately $1.4 billion.

On the basis of the consolidated cash statement, fiscal 1964 Federal
receipts from the public totaled $115.5 billion, and Federal payments
to the public were $120.3 billion, resulting in an excess of payments
amounting to $4.8 billion.

Public debt outstanding at the end of the fiscal year was $311.7
billion, an increase of about $5.9 billion over that of a year ago. The
Government’s fiscal operations in 1963-64, and their effect on the
public debt are summarized as follows:

In billions of dollars

1963 1964

Administrative budget recelpts and expenditures:
Net receipts (—) oo e e mm——ean —86.4 —89.5
Net expenditures_ ... la. 92.6 97.7
Administrative budget deficit . _ __ . .. 6.3 8.2
Trust receipts and expenditures:
Net receipts (—)occocomcocmoanaao —27.7 -~30.3
Net expenditures. .. ccccieaaos 26.5 28.9

Excess of receipts (—), or expenditures....__....__- e mmmmmme —~1
Net investments in public debt and agency securities....._.._...._______ 2.
Net salx(les (~), or redemptions of Government agency securities in the 1
5aT:1 94 SO -1
Increase (—), or decrease in checks outstanding, deposits in transit (net),
- PN
Increase (—), or decrease in public debt interest accrued......_._. s —.
Change in cash balances, increase, or decrease (—): .
Treasurer’s account ... 17 -11
Held outside Treasury ......__. -1 .2
Net increase in cash balances

Increase in public debt. . ..o icccemaman 7.7 5.9

*Less than $50 million.
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Administrative Budget Receipts and Expenditures

CHART 2
The Administrative Budget
$Bil.

Expenditures

Receipts

The increase of $3.1 billion in net administrative budget receipts
during fiscal 1964 brought the total to $89.5 billion, a new alltime
record. This overall rise occurred despite a decrease of $0.5 billion
in miscellaneous receipts, which are primarily from nontax sources .
and despite the initial impact of reduced individual income tax rates
under the Revenue Act of 1964. The withholding rate against in-
dividual salaries and wages was dropped from 18 percent to 14 percent
early in March 1964.

Economic activity continued to expand through the fiscal year 1964
and tax receipts accompanied this general rise. .

A comparison of net administrative ‘budget receipts by major
sources for fiscal years 1963 and 1964 is shown below. Additional
data for 1964 on a gross basis are presented in table 18.

1963 1964 Increase, or
decrease (—)
Source
In millions of dollars
Internal revenue:
Individual income taXeS. . .uoeeo oo oooo o emmoooaes 47,588 48,697 ’ 1,109
Corporation income taxes 21,579 23,493 1,914
Excise taxes_......_ 9,915 10,211 296
Estate and gift tax 2,167 2,394 226
Total internal revenue._ ... oooooo_. 81, 249 84,794 3, 545
Customs duties.__________. , 1,262 47
Miscellaneous receipts. - oo oo eaecaan 3,922 3,412 —509

Net administrative budget receipts_ oo _____.. 86,376 89, 459 3,082
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Individual income tazes.—Receipts from individual income taxes
amounted to $48.7 billion in fiscal 1964, accounting for 54 percent
of total budget revenues but only 36 percent of the increase in total
net budget receipts. A net gain of $1.1 billion over fiscal 1963 oc-
curred despite an estimated $2.4 billion reduction attributable to the
Revenue Act of 1964.

Corporation income taxes—Receipts from corporation income
taxes primarily depend on the amount of corporation profits for the
calendar year which ends in the fiscal year.

Corporation profits rose substantially from calendar year 1962 to
1963. Tax receipts in fiscal 1964 were further bolstered by the
speedup in estimated payments required under the Reveriue Act of
1964. Over. a seven-year period, tax payments previously made in
the following year will be gradually shifted into the current year.

Excise taxzes.—Receipts from excise taxes are shown in the following
table.

1963 - 1964 Increase, or
decrease (—)
Source
In millions of dollars’
Aleoho] taXeS . oo e eeemmmmmea 3,442 3,577 . 136
TobacCO taXeS. - n o oo oo f e cemmcmmmmmmman 2,079 2,053 —27
Taxes on documents, other mstruments, and playing cards. . 149 172 23
Manufacturers excise taxes. . 5, 610 - 6,021 410
Retailers excise taxes - 444 475 31
Miscellaneous exeise taXes . o 1,620 1, 547 —73
Undistributed depositary receipts and unapphed collections. . 66 106 . 40
"Gross excise taxes. - .- 13,410 13, 950 540
eSS

Refunds of receiptS. ..o oooooooaean. 216 220 4
Transfers to highway trust fund . __________.___.___ 3,279 3,519 240
Net excise taxes. N . 9,915 10,211 296

Net excise tax receipts, after deduction of refunds and transfers
to the highway trust fund, rose almost $300 million bringing the
total to $10.2 billion for the fiscal year. Increases were general,
“again reflecting the continued rise in economic activity. Exceptions
were the tobacco taxes which declined slightly because of the Surgeon
General’s medical report and the miscellaneous excise taxes category.
Miscellaneous excise taxes show a decrease because of the phasing out
of the reduction of the tax on air transportation from 10 percent to
5 percent and the repeal of the tax on other forms of transportatlon
both actions effective November 15, 1962.

- Estate and gift taxes.—Estate and gift tax collections reached $2.4
billion in the fiscal year 1964, over 10 percent larger than in the
previous fiscal year. Since estate taxes are not payable until 15
months after death and the valuation of the estate is the lesser of
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the value at time of death or one year later, the rise reflected the
strong upsurge in stock prices which began late in calender year 1962.

Customs.—Customs duties increased 3.9 percent during the year,
reaching a net total of $1,252 million. This rise reflected increased
taxable imports accompanying the general rise in economic activity.

Mascellaneous receipts.—Miscellaneous receipts are a nontax revenue
source. The total of $3.9 billion received in fiscal year 1963 included
. substantial foreign loan repayments as well as large rent receipts and
repayments to the unemployment trust fund by States. Each of
these categories was significantly lower in fiscal year 1964.

Estimates of receipts

The Secretary of the Treasury is required each year to prepare and
submit in his annual report to Congress estimates of public revenue for
the current fiscal year and for the fiscal year next ensuing (act of
February 26, 1907 (5 U.S.C. 265)).

The estimates of receipts from taxes and customs for the current and
ensuing fiscal years are prepared by the Treasury Department. In
general, the estimates of miscellaneous receipts are prepared by the
agencies depositing these receipts in the Treasury.

The estimates of receipts and the legislative and economic assump-
tions upon which they are based are the same as those presented in
the Budget message of the President of January 25, 1965. The mes-
sage recommended that some excise taxes be repealed and others
reduced. The other major revenue proposals involve important
activities financed through trust funds and so do not affect net adminis-
trative budget receipts. These consist of a hospital insurance program
for elderly persons and is self-financing. Combined employer-
employee payroll contributions are recommended at 0.6 percent on
the first $5,600 of income to start in calendar year 1966. Also
recommended is an increase from $4,800 to $5,600 in the wage base
on which social security taxes are paid. This will take effect on
January 1, 1966, and will be coupled with changes in the payroll .
_taxes to be allocated to the Federal old-age and survivors insurance
trust fund and Federal disability insurance trust fund.

While the President recommended reductions in certain excise
taxes he proposed increases in certain others which are in the nature
of user charges. Increased or new taxes on general aviation gasoline
and jet fuels, both commercial and general, and a new tax on air
freight for commercial aviation are proposed. Receipts from the
existing two-cent tax on aviation gasoline will be kept in the general
fund rather than transferred to the highway trust fund, and the
5-percent ticket tax on air passengers will be made permanent. Also
proposed is a fuel tax for inland waterway users. Revenue estimates
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for the fiscal years 1965 and 1966 assume that these recommenda’mons
will be accepted by the Congress

Under present law, the excise tax rates on dlstﬂled spirits, beer,
wines, cigarettes, passenger automobiles, and automobile parts and
accessories will be reduced on July 1, 1965, and the tax on general
telephone service will expire on that same date. The revenue esti-
mates are based on proposed legislation which would make these
taxes permanent but the detailed estimates do not include the effect
of possible reduction or repeal which is shown only in total.

The Revenue Act of 1964 reduced individual and corporation income
tax rates and made various changes in the income tax structure. The
bulk of the tax reduction went into effect early in calendar year 1964
and the remainder on January 1, 1965. In 1965 the individual tax
rates are in a range from 14 percent to 70 percent. The taxable
income up to $2,000 for single persons and $4,000 for married couples
which, prior to 1964, was taxed at 20 percent, in one bracket, has been
d1v1ded into 4 equal brackets which in 1965 w1ll be taxed at rates
of 14, 15, 16, and 17 percent.

The comblned normal and surtax rates on corporation incomes
above $25,00¢ dropped from 52 percent to 50 percent for 1964 and
became 48 percent in 1965. Incorporated small businesses received
an even larger tax rate reduction since the normal tax on corporation
income below $25,000 was reduced from 30 percent to 22 percent in
1964.

Corporations with annual income tax liabilities in excess of $100,000
are having their tax payments moved closer in time to the accrual of
tax liabilities. The Revenue Act of 1964 provided for a speedup of
payments starting in the calendar year 1964 and to be completed in
1970, when payments of estimated tax liabilities will be made quarterly
as the liability develops. This speedup in payments adds to Govern- -
ment receipts in the fiscal years involved but does not affect the tax
liabilities computed under the new lower rates.

Enactment of the 1964 tax act has accelerated the growth of the
economy toward full employment. The nation’s output of goods and
services is expected to reach $660 billion in the calendar year 1965,
an increase of $38 billion over calendar 1964. Substantial gains in -
personal income and corporate profits will accompany the growth in
output. Specifically, the fiscal year revenue estimates are based on
the following economic assumptions:
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Calendar years

1963
actual

1964
preliminary

1965
estimatoe

In billions of dollars

Gross national prdduct ............................. 583.9 622.3 660
Personal iNCOme . .o oo e 464.1 491. 4 520
Corporation profits before taxes_ ... . oo 51.3 57.2 61

Estimates of tax revenues cannot be derived directly and simply
from the assumed levels of aggregate economic performance. The
definitions of ‘taxable income in the tax statutes, which determine
tax liabilities, differ from the economic or statistical definitions of
income which are used to measure economic performance. In
addition, tax payments are received by the Treasury after the period
in which tax liabilities are incurred. For example, corporation
income tax collections now lag 6 months behind the period when
the taxable income was earned; there is also some lag between the
time when individual income and social security taxes are deducted
from earnings and the time employers transfer these sums to the
Treasury.

The 1964 income tax legislation has decreased budget receipts by
successively greater amounts for the fiscal years 1964, 1965, and 1966.
Despite the losses from income tax reduction and, in 1966, from
proposed excise tax cuts, revenues rose in fiscal 1964 and are expected
to continue rising in the fiscal years 1965 and 1966. Receipts for
fiscal 1965 are estimated to increase $1.7 billion over actual receipts
in 1964 to reach a total of $91.2 billion. A further rise of $3.2 billion
to a total of $94.4 billion is estimated for 1966. Receipts will have
risen for 5 consecutive years by fiscal year 1966, reaching a level
$16.7 billion above 1961. This revenue gain reflects an increase of
$157 billion in gross national product from calendar year 1960 to
calendar year 1965.

Actual administrative budget receipts for fiscal year 1964 and
estimated receipts for 1965 and 1966 are compared by major sources
in the accompanying table. Amounts shown for each revenue
source are the net amounts after deduction of refunds, transfers
to trust funds, and interfund transactions.
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Fiscal years

1964 1965 1966 Increase, or
actual estimate estimate | decrease (—),
1965 to 1966

In millions of dollars

Individual income taXeS. .. e eaaaee 48,697 47,000 48, 200 1,200
Corporation income taxes. . ... 23,493 25, 600 27,600 2, 0600
Excise taxes . __.______._. - 10,211 10,733 9,770 : —963
Estate and gift taxes__. - 2,394 2,800 3,200 400
CUStOMS - oo o e e 1,252 1,415 1,500 85
Miscellaneous receipts. . L oioeeoo 3,412 3.652 4,130 478

Net administrative budget receipts. ... o......__ 89,459 91, 200 94,400 3,200

Individual income taxes.—Collections of individual income taxes
amounted to $48,697 million in the fiscal year 1964. They are esti-
mated to fall $1,697 million in fiscal 1965 but then rise to $48,200
million in fiscal 1966, an increase of $1,200 million. The drop in
1965 was, of course, occasioned by the initial large impact of the
reduced tax rates despite rising incomes. during the period. The
increase to 1966 reflects a substantial increase in the individual income.
tax base offset in part by the second stage reduction of tax rates
which went into effect on January 1, 1965. The total effect on 1966
revenues of the individual income tax reduction is estimated at over
$11 billion at the presently assumed higher level of personal income,
but this higher level would not have been possible without the stimulus
of the tax reduction.
~ Corporation income taxes.—Corporation income tax receipts are

expected to rise $2,107 million from the fiscal year 1964 to 1965.
A further increase of $2 billion is expected in fiscal 1966, bringing the
total to $27,600 million for that year. The two-stage reductions in
corporation tax rates in the calendar years 1964 and 1965 were more
than offset by increased corporate profits and the third of seven
steps in the acceleration of corporate payments on estimated income
tax liabilities. '

- Frcise taxzes.—Net excise tax revenues, excluding transfers to the
highway trust fund, are estimated to rise from $10,211 million in fiscal .
1964 to an estimated $10,733 million in 1965