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Brief Analysis of President Obama’s FY 2011 Budget 
 
 

What President Obama Inherited 
President Obama’s Fiscal Year 2011 Budget needs to be viewed in the context of the awful hand the 
President has been dealt.  He inherited one of the worst fiscal outlooks our country has ever seen.  
When the President took the oath of office, we already faced a record $1.3 trillion deficit and a 
doubling of the national debt over the previous eight years.  He was also confronted with the worst 
recession since the Great Depression, financial market and housing crises, two ongoing and costly 
wars, and a projected long-term debt explosion from the retirement of the baby boom generation and 
rising health costs.   
 
 
Creating Jobs and Economic Growth 
Over the last year, President Obama moved 
quickly to avert an even sharper economic 
decline.  His policies are clearly working and 
have successfully pulled the economy back 
from the brink of a far deeper downturn.  In 
January of 2009, the economy was losing 
more than 700,000 private sector jobs in one 
month.  By December, the economy was 
losing about 64,000 jobs in one month.  
Similarly, economic growth in the first quarter 
of 2009 was negative 6.4 percent.  By the last 
quarter, it had improved to a positive 5.7 
percent growth.  That is a remarkable 
economic turnaround.  It is clear that without 
the steps taken by the federal government so 
far, including efforts to shore up the financial 
markets and the economic recovery package, 
our current economic situation would be much 
worse.   
 
While economic growth has improved and job 
losses have slowed, too many Americans are 
still unemployed or struggling to make ends 
meet.  To get our economy back on its feet, 
we will need to see a return of steady job 
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growth, not just fewer jobs lost.  So the President’s budget is correctly focused on what must be our 
first priority: creating jobs and restoring our nation’s economic strength.  The President has called for 
additional job-creating investments and tax incentives to encourage hiring and help businesses grow.  
These measures are appropriate even though they may add to the near-term deficit.  While economic 
growth alone will not be enough, we will need lasting growth to be successful in bringing down the 
deficit. 
 
 
Addressing Long-Term Budget Crisis 
Even as the federal government continues to act to get the economy back on its feet, it needs to 
simultaneously pivot to address the nation’s long-term debt crisis.  Although there was a strong 
bipartisan majority vote in the Senate for the bipartisan fiscal task force legislation offered by Senate 
Budget Committee Chairman Conrad and Ranking Member Gregg, the proposal did not receive the 
60 votes needed for passage.  In light of that outcome, the President’s announcement that he will 
create a bipartisan fiscal 
commission by executive 
order represents the best way 
forward.  Critically, the 
President’s commission is 
coupled with firm 
commitments from 
congressional leaders to bring 
the panel’s recommendations 
to a vote.   
 
The President’s fiscal 
commission will be tasked 
with the medium-term goal of 
developing a bipartisan plan 
to bring deficits down to 3 
percent of GDP by 2015.  And 
the commission will develop a 
bipartisan plan to address the 
projected long-term imbalance 
between spending and 
revenues.   
 
 
Investing in Priorities 
The President’s call for a freeze in all non-security discretionary spending is one step in encouraging 
fiscal discipline in Washington.  Within that context, the President is still proposing targeted 
investments in priority areas such as education and health care.  Our ability to prioritize spending and 
focus resources on programs that will contribute to our long-term economic strength is more 
important now than ever.   
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Obama 2011 Budget Outlook 
 
    ($ Billions)  2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2011-20 

 
Spending 3,721 3,834 3,755 3,915 4,161 4,386 4,665 4,872 5,084 5,415 5,713 45,800 

 
Revenues 2,165 2,567 2,926 3,188 3,455 3,634 3,887 4,094 4,299 4,507 4,710 37,268 

 
Deficit -1,556 -1,267 -828 -727 -706 -752 -778 -778 -785 -908 -1,003 -8,532 

Gross Debt 13,787 15,144 16,336 17,453 18,532 19,683 20,837 22,011 23,197 24,450 25,777 -- 

    (% of GDP)             

Spending 25.4 25.1 23.2 22.8 22.9 22.9 23.1 23.1 23.0 23.5 23.7 23.3 

Revenues 14.8 16.8 18.1 18.6 19.0 18.9 19.3 19.4 19.5 19.5 19.6 19.0 

Deficit -10.6 -8.3 -5.1 -4.2 -3.9 -3.9 -3.9 -3.7 -3.6 -3.9 -4.2 -4.3 

Gross Debt 94.3 99.0 100.8 101.6 101.9 102.6 103.3 104.1 105.0 106.0 107.1 -- 

 

 
 

Job Creation and Economic Recovery 

The budget addresses job creation and economic recovery through a combination of tax cuts, 
increased credit availability, and investments, as well as support for the unemployed and 
individuals in need.  These proposals include temporary recovery measures, as well as 
permanent policy changes, funding provided through the annual appropriations process, and 
continued efforts to meet the needs of small business.  

   
Temporary Recovery Measures  

The budget proposes various temporary measures to spur job creation and economic growth, 
including a $100 billion allowance for jobs initiatives.  The vast majority of the funds, which total 
$266 billion through 2020, would occur in 2010 ($98 billion) and 2011 ($147 billion).   Many of the 
proposals would extend provisions enacted as part of the economic recovery package.  

Tax Proposals.     

• The budget would extend the Making Work Pay Credit through 2011.  The credit is equal 
to 6.2 percent of earned income, up to a maximum of $400 for individuals and $800 for 
couples.  The credit phases out for individuals with income above $75,000 and couples 
above $150,000.   
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• The budget proposes to extend bonus depreciation and enhanced small business 

expensing for one year, so that businesses can more quickly recover the costs of capital 
expenditures.   

• The budget calls for a new Small Business Jobs and Wage Tax Cut to encourage firms to 
hire new workers in 2010 or increase the wages of current employees.  Firms can receive 
a $5,000 credit for each new worker they hire, as well as reimbursement for Social 
Security payroll taxes paid on increased salaries. 

• The budget would extend COBRA health insurance premium assistance through the end 
of 2010.   

• The budget proposes additional tax credits for clean energy manufacturing projects.   
 

Spending Proposals.  The budget proposes a continuation of proposals contained in the 
economic recovery package that assist the unemployed and those most in need: 

• Extension of the Emergency Unemployment Compensation and Extended Benefits 
programs. 

• Six-month extension of the Medicaid higher federal match rate to the states. 

• Enhancement of the TANF emergency fund. 

• Extension of the suspension of the Supplemental Nutrition Assistance Program (SNAP) 
time limits. 

• $250 payments to retired and disabled Americans.      

In addition, the temporary recovery measures will include job-creating investments in 
infrastructure and clean energy projects.   

 

Other Proposals for Creating Jobs and Assisting Small Business 

The budget contains an array of other efforts to create jobs, such as: 

• Elimination of capital gains taxes on long-term investments for many small businesses. 

• Funding to support $17.5 billion in Small Business Administration 7(a) business loan 
guarantees, and an increase in the maximum loan size from $2 million to $5 million. 

• A 20 percent increase for the International Trade Administration to promote small 
business exports and other trading opportunities for American businesses. 

• Funding to spur rural revitalization through the Rural Innovation Initiative at the 
Department of Agriculture. 

• Continuation of efforts by the Treasury Department and SBA to increase small business 
lending by community banks through TARP. 
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Tax Proposals 
The President’s budget includes tax relief for individuals and businesses, including extending the 
2001 and 2003 tax cuts for those with incomes under $250,000, and raises revenue primarily by 
closing loopholes and reforming the tax code.  It also includes revenue provisions to help boost the 
economy and spur job creation in the near term, and a placeholder estimate for revenues to be raised 
as part of the health reform bill pending in Congress.  In total, all of the revenue provisions in the 
budget would reduce revenues by nearly $1.9 trillion, including the refundable portions of various tax 
proposals. 
 

Revenue Proposals in Obama 2011 Budget   

    ($ billions) 2011-2020 

Make permanent 2001 and 2003 tax provisions for those under 

$250,000; estate tax at 2009 level; AMT relief (2009 indexed)
1
 

 
-3,077 

Other tax relief for families and businesses, and tax extenders thru 2011 -293 

Temporary recovery measures (including Making Work Pay, COBRA, 
bonus depreciation, and small business expensing) 

-83 

Health reform revenue provisions (placeholder) +743 

Limit itemized deductions +291 

International tax reforms +122 

Financial crisis responsibility fee  +90 

Other tax loophole closers and reforms, and receipt effects of        
spending proposals 

+309 

  TOTAL, net tax relief in budget
2
 -1,898 

1 
The Administration assumes extension of all 2001 and 2003 tax provisions, estate tax reform at 2009 levels, and AMT 

relief (2009 indexed) as part of its current policy baseline. 

2
Revenue figures include the outlay effects of refundable tax proposals.  Excluding these outlay effects, the net reduction 

in receipts totals $1,494 billion over 2011 to 2020. 

Source: President’s 2011 Budget, Summary Table S-8 and Analytical Perspectives Tables 14-2 and 14-3. 

  

2001 and 2003 Tax Provisions and AMT relief.  The tax provisions enacted in 2001 and 2003 are 
slated to expire at the end of 2010.  The budget proposes to make permanent those provisions 
providing tax relief to the middle class, while limiting or ending provisions that benefit only those with 
high incomes.  Overall, these proposals would reduce revenues by $3.1 trillion over ten years, 2011 
through 2020.  
 
• Middle-class tax relief from 2001 – The budget assumes the permanent extension of the 10 

percent bracket, marriage penalty relief, and the Child Tax Credit, including the expansions of 
the Child Tax Credit and EITC marriage penalty relief that were enacted as part of the 
economic recovery package.  It would also extend the 25 percent bracket, and extend and 
expand the 28 percent bracket.  Other 2001 provisions that would be continued include the 
adoption tax credit and the dependent care tax credit.   
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• Upper-income provisions from 2001 – The budget proposes to reinstate the top two income 
tax brackets (36 percent and 39.6 percent).  It would also reinstate the limitation on itemized 
deductions (known as “Pease”) and the phase-out of the personal exemption (known as 
“PEP”), but only for couples with incomes over $250,000 (or $200,000 for individuals). At 
lower income levels, the current repeal of Pease and PEP would be continued. 

• Capital gains and dividends – The budget proposes to set the top capital gains and dividends 
rate at 20 percent for couples with incomes over $250,000 (or $200,000 for individuals) 
starting in 2011.  At lower income levels, the current treatment of capital gains and dividends 
would be continued, with a top rate of 15 percent.  (Note that prior to 2003, the top capital 
gains rate was 20 percent, and dividends were taxed at regular income tax rates.) 

• Estate tax – The budget assumes that the estate tax, as it was in effect in 2009, is 
permanently extended, with no adjustment for inflation.  In 2009, the estate tax exemption was 
$3.5 million ($7 million for a couple), and the top rate was 45 percent. 

• AMT relief – The budget assumes that the AMT relief provided in 2009 is continued, with the 
exemption level indexed for inflation.   

 
Education Tax Incentives.  The budget proposes to make permanent the American Opportunity Tax 
Credit, which was enacted as part of the economic recovery package for 2009 and 2010.  This tax 
credit expands the Hope Credit, increasing the credit amount to $2,500 and making it available for 
four years; in addition, a portion of the benefit (40 percent) is available to those with no income tax 
liability.  The proposal would cost $75 billion over ten years. 
 
Savings Incentives.  The budget includes tax incentives to boost savings.  The proposals would 
expand the “saver’s credit,” including making it fully refundable; require employers that do not offer 
401(k)s to offer automatic enrollment in IRAs, allowing employees to contribute through payroll tax 
deductions; and double the tax credit for small employer plan start up costs.  These proposals would 
cost $40 billion over ten years. 
 
Other Family-Related Tax Provisions.  The budget proposes to expand the Child and Dependent 
Care Tax Credit, making the full credit (35 percent of eligible expenses) available to families making 
under $85,000, with the credit gradually phasing down until it reaches 20 percent for families with 
incomes over $113,000.  The budget also calls for continuing the expansion of the EITC for families 
with three or more children that was in the economic recovery package.  These provisions would cost 
$28 billion over ten years.  
 
Business-Related Tax Provisions.  The budget proposes making permanent the R&E credit, which 
costs $83 billion over ten years.  The budget proposes to eliminate capital gains taxation on certain 
small business stock held for more than five years, and the tax on the personal use of business cell 
phones and similar communication devices.  In addition, the budget would extend and modify the 
New Markets tax credit and Build America Bonds, and includes a trade-promotion initiative.  
  
Extenders.  The budget proposes to extend through 2011 a number of provisions that expired at the 
end of 2009 or will expire by the end of 2010 and that have been extended in previous years.  The 
cost of these extensions would be $47 billion over ten years. 
 
Temporary Recovery Measures.  As discussed above, the budget includes a number of temporary 
revenue proposals to address the continuing weakness in the economy, including extending for one 
year certain provisions in the economic recovery package, such as Making Work Pay, bonus 
depreciation for businesses, and expensing for small businesses.  It also includes a $100 billion 
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allowance for jobs initiatives, of which half is assumed to be tax-related proposals.  These revenue 
provisions total $83 billion over the next ten years (2011-2020) and $124 billion when the 2010 
effects are included.     
 
Health Reform.  The budget includes a $743 billion placeholder for the revenue associated with 
health reform legislation.  The estimate reflects an average of the revenue provisions that passed the 
House and Senate, adjusted to exclude provisions assumed elsewhere in the budget, with the 
estimates extended through 2020. 
 
Limit Benefits of Itemized Deductions.  The budget includes a proposal to limit the benefit of itemized 
deductions.  This proposal would limit to 28 percent the rate at which itemized deductions could 
reduce tax liability for couples with incomes over $250,000 (and individuals above $200,000), raising 
$291 billion over ten years.   
 
International Tax Reforms.  The budget proposes a number of reforms to international tax law that 
would raise $122 billion over ten years.  Of this total, nearly half represents changes to the foreign tax 
credit.  This represents a smaller international reform initiative than in last year’s budget.  The budget 
no longer includes the proposal to limit the “check-the-box” system for foreign business entity 
classification.  In addition, the deferral proposal from last year has been narrowed so that it would 
apply only to deductions for interest expenses that support foreign investment activities until the 
foreign earnings are repatriated.  
 
Financial Crisis Responsibility Fee.  The budget proposes a Financial Crisis Responsibility Fee, 
which would require the nation’s largest financial firms to pay an assessment on a certain portion of 
their assets in order to ensure that TARP does not add to the debt.  The Administration currently 
projects that the total cost of TARP will be $117 billion.  The fee is projected to raise $90 billion over 
ten years, but will stay in place until all TARP losses have been recouped by the government from the 
financial industry. 
 
Other Loophole Closers and Other Revenue Raisers.  The budget proposes loophole closers and 
other provisions that raise $309 billion over ten years.  For instance, it proposes the following:  
reinstate Superfund Taxes; tax carried interest as ordinary income; codify the “economic substance” 
doctrine; require information reporting for rental payments; eliminate certain tax preferences for fossil 
fuels; repeal the inventory accounting method known as “last-in-first-out,” or LIFO; modify the 
cellulosic biofuel producer credit (to exclude “black liquor” from eligibility); and modify estate and gift 
tax valuation discounts.  It also includes other reforms to reduce the “tax gap,” which is the difference 
between what is owed to the government in taxes and what is actually collected.  The budget also 
proposes certain changes to spending programs that have an impact on receipts, most notably a 
program integrity allocation for IRS enforcement activities. 
 
Climate Change.  The budget leaves room for a deficit-neutral climate policy, but does not specify 
anticipated revenues.  Revenues generated by legislation meant to combat global warming will likely 
go toward investments in clean energy and technology initiatives, as well as tax relief for vulnerable 
families, communities, and businesses to help with the transition to a clean energy economy. 
 
 
Discretionary Spending Proposals 
The budget includes $1.2 trillion in regular discretionary budget authority (BA) and obligation 
limitations.  The budget categorizes discretionary funding as either security or non-security.  For 
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2011, the budget includes $719.2 billion for security programs.  The security budget includes funding 
for the Departments of Defense (DOD), Homeland Security (DHS), Veterans Affairs (VA), State 
(including non-State international programs) and the National Nuclear Security Administration at the 
Department of Energy (DOE).  
 
The budget includes $441.3 billion in non-security funding for 2011 (38 percent of total discretionary 
resources).  This represents a $5.0 billion reduction from the 2010 enacted level.  Non-security 
funding is frozen at the 2010 level for 2012 and 2013, and grows at a modest level in the following 
years.  The freeze, however, is not across-the-board.  Rather, the budget makes trade-offs among 
funding priorities resulting in increases for some programs and decreases for others. 
 
Overall discretionary spending declines each year as a percentage of GDP. 
 
The budget also includes $41.1 billion for 2010 supplemental appropriations, including $33.0 billion 
for overseas contingency operations, $4.5 billion for international affairs funding, and $3.6 billion in 
disaster funding.  For 2011, the budget includes $159.3 billion in appropriations for overseas 
contingency operations.  In years beyond 2011, the budget includes $50 billion in each year to 
recognize the need for continued resources for overseas engagements.   
 
Program Integrity.  The budget proposes $2.2 billion in 2011 for program integrity initiatives intended 
to expand oversight activities in federal benefit programs and improve tax compliance and 
enforcement activities.   
 

Discretionary Funding in Obama Budget for 2011 

Discretionary BA and obligation limitations 

($ billions) 
2010 Enacted* Obama Budget 

Security   

  DOD 530.8 548.9 

  National Nuclear Security Admin. (DOE) 9.9 11.2 

  Dept. of Homeland Security** 39.4 43.6 

  Dept. of State and Other International*** 50.6 58.5 

  Dept. Of Veterans Affairs**** 53.1 57.0 

Security Total 683.7 719.2 

Non-Security  446.3 441.3 

   Budget authority 392.1 386.4 

   Obligation limitations 54.2 54.8 

Total BA and obligation limitations 1,130.0 1,160.5 
*OMB’s estimate of the 2010 level, excluding emergencies, war funding, and requested supplemental funding.  
**The DHS 2010 level does not include $3.0 billion of BioShield balances that were transferred to HHS.  
*** State and Other International Programs is comprised entirely of International funding (Function 150). As such, it includes 
funding for international programs carried out by agencies other than the State Department, such as International Food Aid 
programs in the Department of Agriculture.  
****The Veterans Affairs total is net of medical care collections.
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Discretionary Security Spending Proposals 
 
Defense.  The budget proposes $548.9 billion for the Department of Defense’s base budget, a $18.1 
billion increase or 3.4 percent over the 2010 enacted level. 
 
The budget maintains the efforts from last year to rebalance the force towards the current wars, 
including increases for helicopters, and for intelligence, surveillance, and reconnaissance.  Increased 
funding for our military personnel also continues, including a pay raise and fully funding the military 
health program.  
 
War Funding.  The budget includes an additional $33.0 billion war request for 2010 to cover the 
increased mission in Afghanistan.  If enacted, this will bring total war funding for 2010 to $163.0 
billion.  The 2011 war request is $159.3 billion; like last year, this level is intended to be the full 2011 
funding request.  The following years continue to have a placeholder of $50 billion a year. 
 
State Department and Other International Programs.  International affairs funding totals $58.5 billion, 
a $7.9 billion increase or 15.6 percent over 2010.  The budget includes an increase in food aid and 
an expansion of global health initiatives.   
 
Veterans.  The budget for the Department of Veterans Affairs provides $57.0 billion in discretionary 
funding, a $3.9 billion, or 7.3 percent, increase over 2010, to provide high quality health care to 
veterans and to bring approximately 550,000 eligible veterans into the VA health system by 2013.  
The budget includes $50.6 billion in advanced appropriations for 2012 to provide stable funding for 
veterans’ health needs, including specialty care for prosthetics and spinal cord injuries, for the 
treatment of post-traumatic stress disorder and traumatic brain injuries, and for the unique needs of 
growing numbers of women veterans.  
 
DHS.  The budget includes $43.6 billion for the Department of Homeland Security, an increase of 
$4.1 billion over 2010 ($1.1 billion when the effects of a $3.0 billion transfer in 2010 from DHS to the 
Department of Health and Human Service are excluded).  The budget includes $734 million to 
enhance airport security, including up to 1,000 new Advanced Imaging Technology (AIT) screening 
machines for screening passengers and new explosive detection equipment for screening baggage.  
This funding level supports 20,000 Border Patrol agents, including 300 new agents at ports of entry.  
The budget provides funding to complete the first segment of the virtual fence.   
 
 
Discretionary Non-Security Spending Proposals 
 
Elementary and Secondary Education Act.  The Administration is seeking re-authorization of the 
Elementary and Secondary Education Act (ESEA) and requests up to $4 billion in additional 
resources for these programs.  This added funding will provide students with a comprehensive 
education by developing systems and standards to measure student success and investing in 
effective teachers and school leaders.  Of the requested ESEA increase, $1 billion would only 
become available through a reserve fund should Congress complete ESEA re-authorization this 
year.  In addition, the budget proposes $1.35 billion for Race to the Top grants – which were 
authorized in the Recovery Act – to allow school districts to compete for funding to implement 
innovative strategies that reduce the achievement gap.  Finally, the President proposes eliminating 
seven programs deemed ineffective and consolidating 38 programs into 11 new authorities. 
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Non-Security Agency Funding in Obama Budget for 2011* 

Discretionary BA and obligation limitations 
($ billions) 

2010 Enacted**  Obama Budget 

Agriculture 25.0 23.9 

Commerce 13.9 8.9 

Education*** 46.8 49.7 

Energy (excluding NNSA) 16.5 17.1 

Health and Human Services**** 84.1 83.5 

Housing and Urban Development 43.6 41.6 

Interior 12.2 12.0 

Justice 27.5 24.1 

Labor 14.3 14.0 

State and Other International Programs 0.1 0.1 

Transportation 76.0 77.6 

   Budget authority 21.8 22.8 

   Obligation limitations 54.2 54.8 

Treasury 13.6 13.9 

Corps of Engineers – Civil Works 5.4 4.9 

Environmental Protection Agency 10.3 10.0 

National Aeronautics and Space Admin. 18.7 19.0 

National Science Foundation 6.9 7.4 

Small Business Administration 0.8 1.0 

Social Security Administration 9.3 10.1 

*Agency totals exclude any International Affairs funding (Function 150), e.g. International Food Aid programs in the 
Department of Agriculture.  
** OMB’s estimate of the 2010 baseline level, excluding emergencies, war funding, and requested supplemental 
funding. 
***This level excludes discretionary Pell Grant funding, which the budget proposes to classify as mandatory 
spending. 
****Funding from the Hospital Insurance and Supplementary Medical Insurance trust funds for administrative 
expenses incurred by SSA that support the Medicare program are included in the HHS total, and not in the SSA 
total. Additionally, the HHS total includes $3.0 billion in 2010 for the transfer of the BioShield program in DHS.  

 

 
National Institutes of Health (NIH).  The budget includes $32.1 billion for NIH, an increase of $1.0 
billion, or 3.2 percent, over 2010, to expand support for biomedical research.  Within this total, $6.0 
billion is provided for a range of innovative cancer research efforts. 
 
Indian Health.  The budget includes $4.4 billion, an increase of $353 million, or 8.7 percent, over 
2010, for the Indian Health Service (IHS) to increase access to health care services for American 
Indians and Alaska Natives. 
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Community Health Centers.  The budget includes $2.5 billion, an increase of $290 million, or 13.2 
percent, over 2010, for community health centers to expand health care access to the medically 
underserved.  
 
Rural Health.  The budget includes $142 million for health care in rural America, a $44 million 
decrease due to the elimination of funding for the Denali Project and Delta Health Initiative.  The 
budget also proposes an initiative to strengthen regional and local partnerships and increase the 
number of health care providers.   
 
National Health Service Corps (NHSC).  The budget invests $169 million for NHSC to support over 
8,500 health professionals in medically underserved areas through the NHSC. 
 
Low Income Home Energy Assistance Program (LIHEAP).  The budget includes $3.3 billion in 
discretionary funding for LIHEAP in 2011 to help low-income families with their home heating and 
cooling expenses.  The Administration also proposes a new trigger mechanism for LIHEAP to provide 
automatic increases in energy assistance whenever there is a spike in energy costs.  This funding 
mechanism, when triggered, would provide supplemental mandatory LIHEAP funding.  However, the 
base LIHEAP program will remain discretionary.  When the discretionary resources are combined 
with the $2.0 billion in mandatory budget authority estimated to be provided through the trigger, the 
combined resources would equal $5.3 billion, slightly more than the 2010 level.  The budget shows 
supplemental mandatory LIHEAP funding of $6.5 billion over ten years as a result of this trigger. 
 
Child Care and Development Block Grant.  The budget provides an additional $1.6 billion for the 
Child Care and Development Fund in 2011, of which $800 million reflects a discretionary increase for 
the Child Care and Development Block Grant. 
 
Community Development Fund.  The budget includes $4.4 billion for the Community Development 
Fund.  This total includes $4.0 billion for the Community Development Block Grant (CDBG) formula 
program, equal to the 2010 funding level, and $150 million for a new Catalytic Investments 
Competition Grants program to promote innovative economic development.  
 
Transportation. The budget includes $77.6 billion in budgetary resources (BA and obligation 
limitations) for the Department of Transportation, an increase of $1.6 billion over 2010. The budget 
includes a new $4.0 billion National Infrastructure Innovation and Finance Fund to invest in projects 
of regional or national significance.  The budget also includes $1.1 billion for the Next Generation Air 
Transportation System, an increase of $275 million over 2010, and $527 million to make investments 
in transportation infrastructure as part of the Livable Communities Program. The budget includes $1.0 
billion for high-speed rail, $1.5 billion lower than 2010, but in line with the five-year, $5.0 billion 
commitment pledged by the President in 2010. Additionally, the budget proposes extending the 
current surface transportation authorization through March 2011.   
 
NASA.  The budget includes a $300 million increase for the National Aeronautics and Space 
Administration, which will support applied space technology research, earth and space science 
research, and continued U.S. support of the International Space Station.  The funding for NASA is 
partially offset by a cut in space shuttle operations. 
 
COMPETES Programs.  The budget increases investments in research and development activities 
authorized in the America COMPETES Act.  The budget proposes an additional $779 million (6.2 
percent) over 2010 levels for science and technology programs.   
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COPS.  The budget includes $600 million for 2011 for Community Oriented Policing Services (COPS) 
hiring grants, an increase of $302 million above the 2010 level.  This funding level is part of the 
President’s multi-year commitment to fund the hiring of 50,000 additional police officers nationwide. 
 
Social Security Administration (SSA).  The budget proposes $12.5 billion for the administrative 
budget for the Social Security Administration (SSA), an increase of $930 million, or 8 percent, above 
the 2010 enacted level.  These additional resources will be used to accelerate benefit claims 
processing, reduce the disability claims and appeals hearing backlog, and increase program integrity 
efforts.   
 
Environmental Protection Agency.  The budget includes $10.0 billion for the Environmental Protection 
Agency, $300 million below the 2010 enacted level.  This year’s funding includes $3.3 billion ($200 
million less than last year’s level) for the EPA’s Clean Water and Drinking Water State Revolving 
Funds, a funding level that will be sufficient to fund approximately 800 clean water and 500 drinking 
water projects nationally, based on average project costs. 
 
Nuclear Energy. The budget supports nuclear power, tripling the amount of loan guarantees available 
for nuclear plant construction to $54 billion.  The President’s budget also confirms his commitment to 
closing the nuclear waste repository at Yucca Mountain in Nevada. 
 
Advanced Research Projects Agency – Energy (ARPA-E). The budget includes $300 million in new 
funding to help high-risk, high-reward energy projects overcome hurdles in financing. These projects 
have the potential to revolutionize the way we generate and consume energy, but are unlikely to be 
backed by industry due to technical and financial uncertainty.  
 
 
Mandatory Spending Proposals  
Health Reform. The President’s budget includes a placeholder for health reform legislation, which 
would reduce budget deficits on a net basis (excluding savings in debt service) over the 2011-2020 
period by $150 billion.  The spending component of the health reform placeholder ($593 billion) 
reflects the average budget impacts of the health reform bills passed by the Senate and the House 
(after factoring out spending related to the extension of FMAP relief to states, since that provision is 
reflected elsewhere in the President’s budget proposal).  
 
Pell Grants and Other Higher Education.  The budget proposes making Pell grants an entitlement (it 
is currently funded through annual appropriations) for nearly nine million college students and 
provides an annual increase above inflation.  In 2011, the President proposes a maximum Pell grant 
of $5,710, a $160 increase above 2010 levels.  According to the Office of Management and Budget 
(OMB), the President’s Pell grant proposal would cost $68.6 billion in outlays over ten years.  In 
addition, the budget proposes to streamline the process for applying for student financial aid and to 
fund additional higher education programs including:   
• $8.8 billion to invest in innovation and reforms at community colleges;   
• $7.5 billion to cap student loan payments at 10 percent of income;  
• $3.4 billion over ten years for the College Access and Completion Incentive Fund to increase 

the number of low-income students who are prepared to enter and succeed in post-secondary 
education;  

• $2.5 billion for minority serving institutions; and  
• $1.2 billion for Graduation Promise grants to strengthen high school education.  
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The budget offsets part of these student aid proposals by eliminating the bank-based student loan 
program (saving $43.3 billion over ten years) and modernizing the Perkins loan program (saving $5.5 
billion over ten years) to lessen the need for private student loans.   
 
Early Childhood Education. The budget requests $8.9 billion in mandatory funding for the Early 
Learning Challenge Fund to improve educational outcomes and strengthen quality to ensure children 
enter kindergarten ready to learn. 
 
Agriculture.  The budget proposes $3.6 billion in cuts and new user fees over ten years to agriculture 
programs.  In addition, it also assumes $8 billion over ten years in savings from administrative 
changes to the federal crop insurance program (changes that will not require congressional action).  
 
Reauthorization of Child Nutrition Programs.  The budget includes $9.9 billion in mandatory funding 
over ten years for the reauthorization of child nutrition programs.  Federal child nutrition programs 
include the School Breakfast and the National School Lunch Programs, the Summer Food Service 
Program (SFSP), the Child and Adult Care Food Program (CACFP), and the Special Supplemental 
Nutrition Program for Women, Infants and Children (WIC).  The WIC program is a discretionary 
program. 
 
Temporary Assistance for Needy Families (TANF) programs.  The budget proposes a one-year 
extension for all TANF programs, including Supplemental Grants and the Contingency Fund, and 
creates a Fatherhood, Marriage, and Families Innovation Fund to provide grants to states to conduct 
and evaluate comprehensive fatherhood programs that rely on strong partnerships with community-
based organizations, as well as demonstrations focused on improving child outcomes.  The budget 
also proposes $2.5 billion to enhance the TANF emergency fund.    
 
Child Care Entitlement to States.  The budget provides an additional $1.6 billion for the Child Care 
and Development Fund in 2011, of which $800 million reflects an increase in mandatory resources for 
the Child Care Entitlement to States. 
 
Climate Change.  The President has maintained a line item for a comprehensive, market-based 
climate policy.  Although revenues from such a policy are not specified, the budget calls for any 
climate policy to be deficit neutral, with proceeds from emissions allowances used to compensate 
vulnerable families, communities, and businesses during the transition to a clean energy economy. 
Receipts will also be reserved for investments in clean energy technologies and in helping the U.S. 
and developing countries adapt to the effects of climate change.  
 
Concurrent Receipt.  The budget proposes to expand concurrent receipt of military retired pay and 
Veterans Disability Compensation to retirees who were medically retired from active service.  Under 
current law, these benefits are offset. The proposal is estimated to cost DOD $4.4 billion over ten 
years and to cost VA $520 million over ten years. 
 
Financial Regulation.  The budget includes $20 billion over ten years to reform the regulation of 
financial markets, firms and products, in order to prevent the problems that led to the current financial 
crisis. 
 
Build America Bonds.  The budget reforms and extends the Build America Bonds program which was 
created by the economic recovery package, and was scheduled to terminate at the end of 2010.  
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Build America Bonds help state and local governments to secure financing for important public 
projects such as building or improving schools, transportation infrastructure, utilities, hospitals, and 
housing. 
 
Cobell Settlement. The budget includes $3.4 billion to fund a proposed settlement in the Cobell class-
action lawsuit.  Payments totaling $1.4 billion would be made to compensate class members for 
historical accounting and land management claims.  A $2.0 billion fund would be established for the 
voluntary buy-back and consolidation of fractional land interests. The settlement is contingent on 
enactment of legislation approving the agreement.  
 
 
Performance Management Proposals 
High-Priority Performance Goals.  The President announced 125 high-priority performance goals that 
will be reviewed quarterly for the next 18-24 months.  The Administration also plans to create a 
federal portal for all federal goals and measures. This portal will host management dashboards for 
information technology, procurement, improper payments, and federal hiring. 
 
Program Evaluation.  The President launched a new evaluation initiative that allocates approximately 
$100 million to 17 agencies to conduct program evaluations or to strengthen agency capacity. 
 
Benefit-Cost Analysis. The President also offered a renewed emphasis on benefit-cost analysis to 
develop a better understanding of the economic and social benefits of federal regulations and 
budgetary programs.  
 
Terminations, Reductions and Savings.  As part of the President’s line-by-line review of the budget, 
the Administration has identified 126 programs for termination, reduction, or savings.  These 
proposals would save $23 billion in 2011.  The terminations and reductions include 78 discretionary 
proposals and 33 mandatory proposals.  In addition, 15 money-saving proposals, currently being 
implemented by agencies, are highlighted from the President’s SAVE award contest.  
 
 
Budget Process Proposals 
Fiscal Commission.  The President supports the creation of a Fiscal Commission to identify policies 
to improve the fiscal situation in the medium term, and achieve fiscal sustainability over the long run.  
Specifically, the Commission will be charged with balancing the budget, excluding interest payments, 
by 2015.  In his State of the Union Address, the President stated that he will establish the 
Commission by executive order.  The Vice President has also secured commitments from the 
Majority Leader of the Senate and Speaker of the House of Representatives that recommendations of 
the Commission will receive a vote in Congress before the end of the 111th Congress.   
 
Statutory Paygo.  The President continues to support adoption of statutory Pay-As-You-Go (Paygo) 
to complement Congressional Paygo rules.  Statutory Paygo would require that all new mandatory 
spending programs and revenue reductions be paid for (i.e., budget neutral).  The President’s 
proposal exempts the cost of continuing certain current policies, including the 2001 and 2003 tax 
cuts, AMT, estate tax, and Medicare physician payments (SGR), from statutory paygo.  If the net 
budgetary effect of all new mandatory spending and tax legislation is not budget neutral, the law 
would require an across-the-board reduction (sequester) of selected mandatory programs to make up 
the shortfall.  On January 28, 2010, the Senate passed statutory Paygo legislation.  A vote in the 
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House is expected in early February. This legislation modifies the President’s proposal in several 
ways, most significantly by reducing the cost of the four current policy exemptions mentioned above.   
 
Administrative Paygo.  The President will continue to review all administrative actions affecting 
mandatory programs to ensure they are budget neutral.  This continues the administrative Paygo rule 
that has been in effect since 2005.   
 
Program Integrity Initiatives.  The President proposes continued funding for initiatives that ensure 
federal money is spent efficiently and effectively in large mandatory programs.  Discretionary 
Program Integrity Initiatives at the Social Security Administration, the Department of Health and 
Human Services, the Department of Labor, and the Internal Revenue Service would reduce 
erroneous and improper payments and fight tax and health care fraud.  In addition, the President 
estimates over $20 billion in savings over ten years from other program integrity initiatives resulting 
from new legislation expanding the authority of agencies to crack down on overpayments and fraud.   
 
Expedited Process for Consideration of Rescission Requests.  The President supports the 
establishment of limited, fast-track procedures for Congressional consideration of Presidential 
requests to cancel or rescind previously appropriated funds that are in excess of the amount actually 
needed, or of lower than expected value.  To use this fast-track process, the President could only 
propose to reduce or eliminate funding for budget accounts, programs, projects, or activities; the 
President could not propose to redirect the funds or change their allowable uses.  
 
 
 
NOTE: All years are fiscal years unless otherwise noted. 
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