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MINUTES OF BUDGET AND CONTROL BOARD MEETING

DECEMBER 14, 1982 9 :0 0  A. M.

T he B u d g e t and  C o n t r o l  B o a rd  m et a t  9 :0 0  A. M. on  T u e s d a y , D ecem ber

14, 1982 , in  th e  G o v e rn o r ’ s  c o n f e r e n c e  room in  th e  S t a t e  House w i th  th e  f o l lo w in g

m em bers in  a t t e n d a n c e :

G o v e rn o r  R ic h a r d  W. R i le y  
Mr. G rady  I,. P a t t e r s o n ,  J r .
Mr. E a r l e  E. M o r r i s ,  J r .
S e n a to r  R em bert C. D e n n is  
R e p r e s e n t a t i v e  Tom G. Mangum

A ls o  a t t e n d i n g  w ere  E x e c u t iv e  D i r e c t o r  W. T . P u tn am ; B o ard  S e c r e t a r y

W il l ia m  A. M c In n is :  G o v e r n o r 's  E x e c u t iv e  A s s i s t a n t  K a t h e r i n e  M. C la r k e ;  an d

s t a f f  m em bers o f  th e  v a r i o u s  B o ard  d i v i s i o n s .

BOARD OF ECONOMIC ADVISORS -  REVENUE ESTIMATES -  G o v e rn o r  R i le y

o p en ed  th e  m e e t in g  by  i n d i c a t i n g  t h a t  i t  w as th e  B u d g e t a n d  C o n t r o l  B o a rd ’ s

d e s i r e  t o  h e a r  th e  r e p o r t  o f  th e  B o ard  o f  E conom ic A d v i s o r s  a s  so o n  a s  p o s s ib l e

an d  t o  re s p o n d  t o  t h a t  r e p o r t  i n i t i a l l y  a t  t h e  m e e t in g  s c h e d u le d  to  be h e ld

on F r i d a y ,  D ecem ber 1 7 , 1 9 8 2 . He th e n  r e c o g n iz e d  C h a irm a n  Jam es A. M o r r i s

f o r  h i s  p r e s e n t a t i o n .

W ith  B oard  o f  E conom ic A d v is o r s  m em bers B a rb a ra  A. F e in n ,  E. A.

L a u r e n t ,  and  Jo h n  W eeks p r e s e n t ,  C h a irm an  Ja m e s  A. M o r r i s  f i r s t  r e a d  th e

f o l lo w in g  p r e p a r e d  s t a t e m e n t :
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The n a t i o n a l  and  s t a t e  e c o n o m ie s  a r e  n o t  p e r fo r m in g  a s  w e l l  
a s  a n t i c i p a t e d  by m o st a n a l y s t s  an d  t h i s  i s  r e f l e c t e d  in  a s lo w ­
down in  t h e  r a t e  o f  i n c r e a s e  in  r e v e n u e s .  T h e re  a r e  many i n d i c a t i o n s  
t h a t  th e  s i t u a t i o n  s h o u ld  im p ro v e  m o d e s t ly  b u t  s t i l l  no c l e a r  
p a t t e r n  o f  m ovem ent o u t  o f  t h e  r e c e s s i o n  and  to  a  b a la n c e d  r e c o v e r y .

P o s i t i v e  f a c t o r s  a t  t h e  n a t i o n a l  l e v e l  i n c lu d e  r e d u c t i o n s  
in  i n t e r e s t  r a t e s  an d  in  i n f l a t i o n  and  a r e s u r g e n c e  o f a c t i v i t y  
in  t h e  s t o c k  m a r k e t .  H o u s in g  and  a u to m o b i le  s a l e s  a r e  a l s o  b e g in n in g  
to  move u p w ard  t o  some e x t e n t .  A t th e  same t im e ,  i n d u s t r i a l  p r o d u c t io n  
and  em ploym en t c o n t in u e  t o  l a g  an d  i n v e n t o r i e s  a r e  s t i l l  a t  d i s ­
c o u r a g in g ly  h ig h  l e v e l s .  The s t r e n g t h  o f  th e  d o l l a r  p l u s  r e c e s s i o n s  
o v e r s e a s  h a v e  r e s u l t e d  in  a p o o r  b a la n c e  o f t r a d e  s i t u a t i o n  w h ich  
i s  e x p e c te d  to  c o n t i n u e .  W ith  in v e s tm e n t  p l a n s  n e g a t i v e  in  th e  
n e a r  f u t u r e  th e  m a jo r  h o p e  f o r  r e c o v e r y  i s  in  co n su m er s p e n d in g .
To t h i s  p o i n t  c o n su m er s p e n d in g  h a s  n o t  b e e n  r e s p o n d in g  w e l l ,  
b u t  C h r i s tm a s  s a l e s  o f f e r  some h o p e  in  t h i s  c o n n e c t i o n .

The S o u th  C a r o l i n a  econom y, d o m in a te d  by m a n u f a c tu r in g  a c t i v i t y  
and  t e x t i l e s  in  p a r t i c u l a r ,  h a s  n o t  b een  p e r fo r m in g  e v e n  a t  n a t i o n a l  
l e v e l s .  A t t h i s  m om ent, t h e  p r o s p e c t s  f o r  im p ro v em en t h in g e  on 
n a t i o n a l  r e c o v e r y  and  a g a in  on p o s i t i v e  a c t i o n s  by c o n s u m e rs .

In  e s s e n c e ,  th e  o u t lo o k  i s  f o r  eco n o m ic  a c t i v i t y  t o  im p ro v e  
s l i g h t l y  in  th e  e a r l y  p a r t  o f  1983 in  t r a n s i t i o n  to  a  m o d es t r e c o v e r y  
in  t h e  l a s t  s i x  m o n th s  o f  t h e  y e a r .  W ise a c t i o n s  in  W a sh in g to n  
in  d e a l i n g  w i th  t h e  o v e r lv - h i g h  b u d g e ta r y  d e f i c i t  and  c o n t in u e d  
m o d e r a t io n  in  m o n e ta ry  p o l i c y  a r e  e s s e n t i a l  i f  th e  econom y i s  
t o  move i n t o  a  s u s t a i n a b l e  r e c o v e r y .  I t  s h o u ld  th e n  b e  p o s s i b l e  
t o  t a k e  v ig o r o u s  a c t i o n s  t o  d e a l  w i th  t h e  s t r u c t u r a l  p ro b le m s  
o f  l a c k  o f  c o m p e t i t i v e n e s s  o f  b a s i c  i n d u s t r i e s ,  i n t e r n a t i o n a l  
m o n e ta ry  p r o b le m s ,  and  th e  m a jo r  i s s u e  o f  p r o d u c t i v i t y .

S t a t e  r e v e n u e s  h a v e  b e e n  i n c r e a s i n g  e r r a t i c a l l y  a n d  a t  lo w e r  
th a n  p r o j e c t e d  r a t e s ,  c o n d i t i o n e d  by th e  p o o r  p e r fo rm a n c e  o f  th e  
econom y. T h is  i s  n o t  a l o c a l i z e d  p ro b le m , w ith  s t a t e s  t h r o u g h o u t  
t h e  c o u n t r y  b e in g  f o r c e d  to  d e a l  w i th  u n e x p e c te d  b u d g e ta r y  s h o r t ­
f a l l s  by r e d u c in g  s p e n d in g  o r  i n c r e a s i n g  t a x e s  o r  b o th .  E a r l i e r  
f o r e c a s t s  b a s e d  on c o n s e r v a t i v e  e s t i m a t e s  o f  th e  p o t e n t i a l  f o r  
r e c o v e r y  h a v e  b een  a f f e c t e d  n o t  o n ly  by s lo w e r  th a n  e x p e c te d  g ro w th  
b u t  a l s o ,  p e r v e r s e l y ,  by lo w e r  r a t e s  o f  i n f l a t i o n .  At th e  same 
t im e  t h e  r e s p o n s i v e n e s s  o f  r e v e n u e s  t o  i n c r e a s e s  in  incom e h a s  
b e e n  r e d u c e d .
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The e f f e c t  o f  t h e s e  f o r c e s  h a s  r e q u i r e d  a downward r e a d j u s t m e n t  
o f  r e v e n u e  e x p e c t a t i o n s  f o r  FY 1983  and FY 1 9 84 . T h ese  new e s t i m a t e s ,  
w h ich  a r e  a t t a c h e d ,  a r e  c o n s e r v a t i v e ,  an d  a r e  b a s e d  on a v e r y  
m o d es t im p ro v em en t i n  th e  e c o n o m ic  s i t u a t i o n  o v e r  th e  p o o r  p e r ­
fo rm a n c e  o f  t h e  l a s t  few  m o n th s .

B o a rd  o f  E conom ic A d v is o r s

The a t t a c h e d  f i g u r e s  i n d i c a t e d  t h a t  t h e  f o r e c a s t  o f  g e n e r a l  fu n d

r e v e n u e s  f o r  1 9 8 2 -8 3  s h o u ld  be r e d u c e d  b y  $ 5 9 ,5 0 0 ,0 0 0  (fro m  $ 1 ,9 7 1 ,5 0 0 ,0 0 0  

t o  $ 1 ,9 1 2 ,0 0 0 ,0 0 0 )  a n d  t h a t  th e  g e n e r a l  fu n d  r e v e n u e  f o r e c a s t  f o r  1 9 8 3-84  

s h o u ld  b e  r e v i s e d  by  r e d u c in g  i t  b y  $ 8 5 ,0 0 0 ,0 0 0  (f ro m  $ 2 ,1 5 1 ,0 0 0 ,0 0 0  to

$ 2 ,0 6 6 ,0 0 0 ,0 0 0 ) .

D r. M o r r i s  i n d i c a t e d  t h a t  t h i s  r e p o r t  i s  a u n a n im o u s  one fro m  th e

B o a rd  o f  E conom ic A d v is o r s .

D r. F e in n  n o te d  t h a t  r e v e n u e  c o l l e c t i o n s  in  some 29 o r  30 s t a t e s

a r e  o f f  a b o u t  t h e  same a s  S o u th  C a r o l i n a ’ s  a r e  a n d  t h a t ,  in  f a c t ,  S o u th  C a r o l i n a

p r o b a b ly  i s  d o in g  a l i t t l e  b i t  b e t t e r  th a n  many o t h e r  s t a t e s .  She i n d i c a t e d

i n  r e s p o n s e  to  R e p r e s e n t a t i v e  Mangum’ s  q u e s t io n  t h a t  m o st o f  t h e  s t a t e s  a r e

t a l k i n g  a b o u t  r a i s i n g  t a x e s  a s  a m ea n s  o f  d e a l i n g  w ith  t h e  s h o r t f a l l s .

D r. L a u r e n t  e m p h a s iz e d  how q u i c k l y  th e  c h a n g e  in  r e v e n u e  c o l l e c t i o n s

cam e an d  M r. W eeks d e c l i n e d  t o  comm ent on t h e  r e p o r t .

In  th e  e n s u in g  d i s c u s s i o n ,  G o v e rn o r  R i le y  e m p h a s iz e d  t h a t  B o a rd

p o l i c y  i s  t h a t  t h e  s t a t e  d o e s  n o t  e n d  th e  y e a r  w i th  a  s h o r t f a l l  and  s u g g e s te d

t h a t  a t t e n t i o n  b e  g iv e n  a t  th e  F r id a y  m e e t in g  to  w h a t o t h e r  s t a t e s  a r e  d o in g

in  r e s p o n s e  t o  a s i m i l a r  s i t u a t i o n  a n d  to  a n y  r e a s o n a b l e  a l t e r n a t i v e s  a v a i l a b l e

w i t h in  t h e  c o n s t r a i n t s  o f  law . He a l s o  u r g e d  t h a t  a t  th e  m e e t in g  on F r id a y

th e  B o ard  make p r o v i s i o n  f o r  t h e  c u t  t o  c o v e r  th e  e n t i r e  e x p e c te d  s h o r t f a l l
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an d  th e n  lo o k  a t  th e  v a r i o u s  w ay s o f  m e e t in g  th e  r e d u c t i o n s .

I n f o r m a t io n  r e l a t i n g  t o  t h i s  m a t t e r  h a s  b e e n  r e t a i n e d  in  t h e s e

f i l e s  an d  i s  i d e n t i f i e d  a s  E x h ib i t  1.

The m e e t in g  w as a d jo u r n e d  a t  9 :5 5  A. M.

[ S e c r e t a r y ’ s  N o te :  In  c o m p lia n c e  w i th  S e c t io n  9 o f  A c t 593 o f 
1978 ( t h e  F reedom  o f  I n f o r m a t io n  A c t ) , p u b l i c  n o t i c e  o f  an d  th e  a g e n d a  f o r  
t h i s  m e e t in g  w e re  p o s te d  on  b u l l e t i n  b o a r d s  in  t h e  o f f i c e  o f  th e  G o v e r n o r ’ s  
p r e s s  s e c r e t a r y  in  th e  S t a t e  H ouse an d  n e a r  t h e  B o a rd  S e c r e t a r y ’ s  o f f i c e  
in  th e  Wade Ham pton B u i ld in g  a t  9 :0 0  A. M. on M onday, D ecem ber 1 3 , 1 9 8 2 .]
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ECONOMIC AND REVENUE OUTLOOK

E X H I B I T
DEC 1 4  1982 no.. 1
STATE BUDGET & CONTROL BOARD

DECEMBER, 1982

The n a t i o n a l  and s t a t e  e c o n o m ie s  a r e  n o t  p e r f o r m in g  a s  w e l l  a a n t i c i p a t e d  

by m ost a n a l y s t s  and t h i s  i s  r e f l e c t e d  in  a  s lo w -d o w n  in  th e  r a t e  o f  i n c r e a s e  

in  r e v e n u e s .  T h e re  a r e  many i n d i c a t i o n s  t h a t  th e  s i t u a t i o n  s h o u ld  im p ro v e  

m o d e s t ly  h u t  s t i l l  no c l e a r  p a t t e r n  o f  m ovem ent o u t o f  th e  r e c e s s i o n  and t o  a 

b a la n c e d  r e c o v e r y .

P o s i t i v e  f a c t o r s  a t  th e  n a t i o n a l  l e v e l  i n c lu d e  r e d u c t io n s  i i  i n t e r e s t

r a t e s  and in  i n f l a t i o n  and  a  r e s u r g e n c e  o f  a c t i v i t y  in  th e  s to c k  m a r k e t .  Hout 

and a u to m o b i le  s a l e s  a r e  a l s o  b e g in n in g  to  move upw ard t o  some e x t e n t .  At th e

same tim e  i n d u s t r i a l  p r o d u c t i o n  and em ploym en t c o n t in u e  t o  l a g  and i n v e n t o r i e s

a r e  s t i l l  a t  d i s c o u r a g i n g l y  h ig h  l e v e l s .  The s t r e n g t h  o f  th e  d o i i a r  p lu s

r e c e s s i o n s  o v e r s e a s  h av e  r e s u l t e d  in  a p o o r  b a la n c e  o f  t r a d e  s i t u a t i o n  w hich

i s  e x p e c te d  to  c o n t i n u e .  W ith  in v e s tm e n t  p l a n s  n e g a t i v e  in  th e  n e a r  f u t u r e  t

m a jo r  hope f o r  r e c o v e r y  i s  i n  co n su m ei s p e n d in g .  To t h .  p o in t  c o n su m e r s p e n t ..  . 

h a s  n o t  b e e n  r e s p o n d in g  w e l l ,  b u t  C h r is tm a s  s a l e s  o f f e r  some h o p e  in  t i n s  c o n ­

n e c t i o n .

The S o u th  C a r o l i n a  eco n o m y , d o m in a te d  by m a n u f a c tu r in g  a c t i v i t y ,  and t e x ­

t i l e s  in  p a r t i c u l a r ,  h a s  n o t b e e n  p e r f o r m in g  e v en  a t  n a t i o n a l  l e v e l s .  At t h i s

moment th e  p r o s p e c t s  f o r  im provem en t h in g e  on n a t i o n a l  r e c o v e r y  ani a g a in  on

p o s i t i v e  a c t i o n s  by c o n s u m e rs .

In  e s s e n c e  th e  o u t lo o k  i s  f o r  eco n o m ic  a c t i v i t y  t o  im prove  s l i g h t l y  in  t lie 

e a r l y  p a r t  o f  1983 in  t r a n s i t i o n  to  a  m o d es t r e c o v e r y  in  th e  l a s t  >ix. m o .iu s  

o f  th e  y e a r .  W ise a c t i o n s  in  W a sh in g to n  in  d e a l i n g  w i th  th e  o v e r ly  h ig h  b u d ­

g e t a r y  d e f i c i t  and c o n t in u e d  m o d e r a t io n  in  m o n e ta ry ' p o l i c v  a r e  e s s . n t i a l  i f  t'.
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econom y I s  t o  move i n t o  a  s u s t a i n a b l e  r e c o v e r y .  I t  sh o u ld  th e n  h e  p o s s i b l e  to

t a k e  v i g o r o u s  a c t i o n s  t o  d e a l  w i t h  th e  s t r u c t u r a l  p ro b le m s  o f  la c k  o f  c o m p e t i ­

t i v e n e s s  o f  b a ^ ic  i n d u s t r i e s ,  i n t e r n a t i o n a l  m o n e ta ry  p ro b le m s  and th e  m a jo r

i s s u e  o f  p r o d u c t i v i t y .

S t a t e  r e v e n u e s  have  b e en  i n c r e a s i n g  e r r a t i c a l l y  and a t  lo w e r  th a n  p r o j e c t e d

r a t e s ; ,  c o n d i t i o n e d  by th e  p o o r  p e r fo rm a n c e  o f  th e  econom y. T h is  i s  n o t  a

l o c a l i z e d  p ro b le m , w i th  s t a t e s  th r o u g h o u t  th e  c o u n t r y  b e in g  f o r c e d  t o  d e a l  w i th

u n e x p e c te d  b u d g e ta r y  s h o r t f a l l s  by r e d u c in g  s p e n d in g  o r  i n c r e a s i n g  t a x e s  o r

b o t h .  E a r l i e r  f o r e c a s t s  b a se d  on c o n s e r v a t i v e  e s t i m a t e s  o f  th e  p o t e n t i a l  f o r

r e c o v e r y  h a v e  b e e n  a f f e c t e d  n o t o n ly  by s lo w e r  th a n  e x p e c te d  g ro w th  h u t  a l s o ,

p e r v e r s e l y ,  by  lo w e r  r a t e s  o f  i n f l a t i o n .  At t h e  sam e tim e  th e  r e s p o n s i v e n e s s

o f  r e v e n u e s  t o  i n c r e a s e s  i n  incom e h a s  b e e n  r e d u c e d .

The e f f e c t  o f  th e s e  f o r c e s  h a s  r e q u i r e d  a  downw ard r e a d ju s tm e n t  o f  re v e n u e  

e x p e c t a t i o n s  f o r  FY 1983 and  FY 1 9 8 4 . T h ese  new e s t i m a t e s ,  w h ic h  a r e  a t t a c h e d ,

a r e  c o n s e r v a t i v e  and  a r e  b a se d  on  a  v e r y  m o d es t im provem en t i n  th e  eco n o m ic

s i t u a t i o n  o v e r  th e  p o o r  p e r fo r m a n c e  o f  th e  l a s t  few m o n th s .

B o ard  o f  E conom ic A d v is o r s

E X H IB I
DEC 14 ,982 no. 1 
STATE BUDGET 8 CONTROL BOARD

JAM/lm
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E X H I B I T
DEC 1 4  1932 no. 1

F o re c a s t ,9 8 2 -8 3  and 1 9 8 3 -8 4  STATE D H A G E T ft CO NTRO L B O AR D
In  Mi 1 l io n s  o f  D o l la r s

GENERAL FUND REVENUES

R e v is e d
1 9 8 2 -8 3

R ev ise d
1983z 8_4

TOTAL GENERAL FUND 1912 2066

T o ta l R e g u la r  S ources 1869 2028

S a le s  Tax 673 714

In d iv id u a l  Income Tax 712 810

C o rp o ra t io n  Income Tax 114 124

A l l  O th e r 370 380

M is c e lla n e o u s  S ou rces 43 38

RATES OF CHANGE

TOTAL GENERAL FUND

T o ta l R e g u la r  S ources

S a les  Tax

I n d iv id u a l  Income Tax

C o rp o ra t io n  Income Tax

A l l  O th e r

M is c e lla n e o u s  S ources

6.0% 8.1%

6.0% 8.5%

4.1% 6.1%

10.9% 13.8%

(1 0 .7 )% 8.8%

6.4% 2.7%

6.1% (1 1 .6 )%
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