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INTRODUCTION

It is often said that a budget is more than a dry collection of
numbers, and budgeting more than a mechanical act. With respect
to the congressional budget, no one has put it better than the re-
nowned political scientist Aaron B. Wildavsky:

[Tlaxing and spending, resource mobilization and re-
source allocation, now take up as much or more time on
the floors of Congress than all other matters put together.
How large government will be, the part it will play in our
lives, whether more or less will be done for defense or wel-
fare, how much and what sort of people will pay for serv-
ices, what kind of society, in sum, we Americans want to
have—all these are routinely discussed in budget debates.!

This resolution proceeds from that conviction. It seeks to restore
fundamental principles of budgeting and governing; to reverse the
drift toward ever higher spending and larger government; to rein-
force the innovation and creativity stirring in the myriad institu-
tions and communities across the country; and to revitalize the
prosperity that creates ever-expanding opportunities for all Ameri-
cans to pursue their destinies.

Put differently, this budget resolution expresses a vision—a vi-
sion of governing, and of America itself. Its major principles and
aims are described below.

Balancing the Budget

Until the early 1960s, policymakers broadly accepted the aim of
balancing the Federal budget in peacetime. For many, the convic-
tion was practical, uncomplicated common sense: Government sim-
ply should not outspend its resources. For others, such as Nobel
Laureate James M. Buchanan, balancing budgets was a moral com-
mitment.

Politicians prior to World War II would have considered
it to be immoral (to be a sin) to spend more than they were
willing to generate in tax revenues, except during periods
of extreme and temporary emergency. To spend borrowed
sums on ordinary items for public consumption was, quite
simply, beyond the pale of acceptable political behavior.
There were basic moral constraints in place; there was no
need for an explicit fiscal rule in the written constitution.2

1 Aaron B. Wildavsky and Naomi Caiden, The New Politics of the Budgetary Process—Third
Edition (New York: Addison-Wesley Educational Publishers Inc., 1997).

2James M. Buchanan, “Clarifying Confusion About the Balanced Budget Amendment,” Na-
tional Tax Journal, Vol. 48, No. 3, September 1995, page 347.

3
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With his alternative views of deficit financing, John Maynard
Keynes upended the norm of budgeting and challenged its ethical
underpinnings. “John Maynard Keynes was not simply an impor-
tant economist,” wrote James Q. Wilson, “he was a moral revolu-
tionary. He subjected to rational analysis the conventional re-
straints on deficit financing, not in order to show that debt was al-
ways good but to prove that it was not necessarily bad. Deficit fi-
nancing should be judged, he argued, by its practical effect, not by
its moral quality.”3

Although Keynes published his theory in the 1930s, it was not
until three decades later that deficit financing became politically
acceptable. Even then, President Johnson insisted on balancing his
final budget, notwithstanding the costs of the Vietnam War and his
ambitious Great Society programs. After that, however, policy-
makers increasingly found deficits to be tolerable, then accept-
able—and then, predictably, they became chronic.

The practical effect has been devastating. For a time in the early
1990s, it appeared the structural gap between outlays and reve-
nues was so entrenched it could not be overcome. The balanced
budgets later in that decade resulted from a sustained stretch of
spending restraint and an unexpected boost in economic output.
Following 9-11, as Congress of necessity boosted resources for na-
tional defense and homeland security, it also gave up restraints on
other spending. The tolerance of deficits returned, and the govern-
ment has not seen a balanced budget since.

In recent years, annual deficits exceeded $1 trillion, so that near-
ly 40 percent of the government’s spending was financed with bor-
rowed money. The government’s publicly held debt now matches
roughly three-fourths of the entire economy—higher than at any
time in the past 65 years—and it continues to rise. Of note, these
trends are occurring even as the government has reduced its
spending for military and diplomatic activities overseas. The
growth of spending and debt results from permanent government
programs.

A rising debt level is ultimately unsustainable because its growth
eventually begins to exceed that of the overall economy. As a re-
sult, debt service costs absorb an increasing share of national in-
come and the country must borrow an increasing amount each
year, likely in the face of gradually higher interest rates, to both
fund its ongoing services and make good on its previous debt com-
mitments. Ultimately, this dynamic would lead to a decline in na-
tional saving and a “crowding out” of private investment, sapping
economic output and a diminishing of the country’s standard of liv-
ing. (In a worst case scenario, this dynamic could also lead to a
full-blown debt crisis, which would not only be devastating at the
macroeconomic level, it would also inflict acute pain upon families
and businesses.)

Investors and businesses make decisions on a forward-looking
basis. They know that today’s large debt levels are simply tomor-
row’s tax hikes, interest rate increases, or inflation—and they act

3 James Q. Wilson, “The Rediscovery of Character: Private Virtue and Public Policy,” On Char-
acter (Washington DC: The AEI Press, 1995), page 18.
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accordingly. This debt overhang, and the uncertainty it generates,
can therefore weigh on growth, investment and job creation.

Interest payments on the debt (the “legacy cost” of deficit spend-
ing) will sum to a staggering $5.6 trillion over the next decade ac-
cording to Congressional Budget Office [CBO]. These payments
threaten to overwhelm other spending priorities in the budget. In
a 2012 study entitled “The Untold Story of America’s Debt,”
Deloitte LLP, a tax, audit and consulting firm, discussed the ways
in which debt will hamper U.S. competitiveness in the years ahead.
Deloitte argues that “a great variety of meaningful investments
will almost certainly be left undone simply because interest pay-
ments will push them out of the budget. This is the silent cost of
prior debts that, unless explicitly recognized, crucially leads policy-
makers to underestimate the effect that prior deficits have already
had on this decades planned expenditures.” 4

Critics sometimes dismiss the pursuit of balanced budgets, claim-
ing lawmakers are unwilling or unable to make the “tough choices”
needed to achieve them. On the other hand, without a sound fiscal
standard, nothing will compel Congress to pursue the necessary
policy choices. Some have tried to substitute intellectually sophisti-
cated measures, such as the amounts of deficits or debt as a share
of the economy—yet there is no consensus on what the acceptable
upper limits might be. The abandonment of the balanced budget
norm has left Washington without a guiding standard by which to
measure the status of its fiscal policy. Nothing has replaced it. As
a result, fiscal policy is adrift. Today, the only guideline is the rel-
ativistic pay-as-you-go concept, which merely ratifies existing defi-
cits as the measure of budgetary rectitude—no matter how large
those deficits might be. Thus, the proponents of the Affordable
Care Act could boast the measure was fiscally “responsible” be-
cause it did not increase deficits—while it recklessly added trillions
of dollars to government spending.

A balanced budget commitment establishes a real-time limit on
government: The size and scope of government, as measured by its
spending, may not exceed the amount that taxpayers provide and
the economy will sustain. Its durability is demonstrated even by
the nonpartisan CBO. Every time the CBO publishes its regular
updates of budget and economic conditions, the first item it reports
is the magnitude of the deficit or surplus—that is, the relationship
between total outlays and total tax revenue. It is the very same
measure that underlies the balanced budget principle. Further,
CBO’s clear implication is that the more spending exceeds revenue,
and the more rapidly the two diverge, the more unstable is the gov-
ernment’s fiscal condition.

The pursuit of balance also has distinct economic and fiscal bene-
fits. For these reasons, nearly all economists, including those at the
CBO, find that reducing budget deficits (thereby bending the curve
on debt levels) is a net positive for economic growth. The logic is
that deficit reduction creates long-term economic benefits because
it increases the pool of national savings and boosts investment,
thereby raising economic growth and job creation.

4“The Untold Story of America’s Debt,” Deloitte LLP, June 2012.
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The greater economic output that stems from a large deficit re-
duction package would have a sizeable impact on the Federal budg-
et. For instance, higher output would lead to greater revenues
through the increase in taxable incomes. Lower interest rates, and
a reduction in the stock of debt, would lead to lower government
spending on net interest expenses.

Former Federal Reserve Chairman Bernanke has said that put-
ting in place a credible plan to reduce future deficits “would not
only enhance economic performance in the long run, but could also
yield near-term benefits by leading to lower long-term interest
rates and increased consumer and business confidence.”>

For all these reasons, this budget resolution restores the bal-
anced budget standard, and then maintains it—putting the govern-
ment on a path to pay off the debt (see figure 2, next page).

FIGURE 1

A BALANCED BUDGET

(Annual Deficits in the Billions)

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

'§URPLUS

-700

900 - g president's FY 2016 Budget [JA Balanced Budget for a Stronger America

Source: CBO

Entitlements and Other Direct Spending

Just as important as pursuing balance is the way in which law-
makers achieve it. Some experts and policymakers advocate a mix
of spending restraint and tax increases—the so-called “balanced”
approach—as if the two were merely opposite sides of the same
coin. That sterile, policy-neutral concept, however, masks the fun-
damental cause and effect of government budgeting: Spending
comes first. Spending—one of the best measures of the size and
scope of government—is how government does what it does. Gov-
ernment’s programs and activities exist only if government spends
money to implement them. “In a fundamental sense,” writes long-
time budget expert Allen Schick, “the federal government is what

5Bernanke Speech at CRFB Conference “Fiscal Accountability,” 14 June 2011.
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it spends.”® It is because of spending that the government taxes
and borrows. Spending is the root cause of all other fiscal con-
sequences.

CBO’s own figures further demonstrate that spending control is
the indispensable element of controlling the budget. In its most re-
cent long-term projections, CBO shows that even excluding interest
payments, government programs will outspend revenue persist-
ently over the next 25 years. Indeed, while CBO projects tax rev-
enue to rise to historically high levels—19.4 percent of GDP by
2039, well above the 17.4-percent average of the past 50 years—
spending will still persistently outpace revenue. The inevitable debt
service will drive total spending to nearly 26 percent of GDP, gen-
erating relentlessly deepening deficits. Only by controlling spend-
ing can Congress alter this disastrous course.”

FIGURE 2

#= PAYING OFF THE DEBT

(Debt Held by the Public as a Percentage of GDP)

m Historical
160%
140% - m Current Path
120%
100% - OA Balanced Budget for A Stronger America

% Y
1940 1950 1960 1970 1980 1990 2000 2010 2020 2030 2040

Source: CBO

That requires controlling direct spending. Unlike the govern-
ment’s “discretionary” spending, in which Congress sets fixed limits
on total budget authority, direct (or “mandatory”) spending is open-
ended and flows from effectively permanent authorizations. Pro-
grams funded this way—typically called “entitlements”—pay bene-
fits directly to groups and individuals without an intervening ap-
propriation. That is to say, they spend without limit. Their totals
are determined by numerous factors outside the control of Con-
gress: caseloads, the growth or contraction of gross domestic prod-
uct [GDP], inflation, and many others. To put it simply, spending
in these programs is uncontrolled and uncontrollable—because it is
designed to be.

6 Allen Schick, The Federal Budget: Politics, Policy, Process (Washington DC: The Brookings
Institution Press, 2007), page 2.
7Congressional Budget Office, The 2014 Long-Term Budget Outlook, July 2014, Table 1-1.
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The list of these programs is long and broad. It includes the so-
cial insurance programs, Social Security and Medicare; other
health spending, such as Medicaid and the Affordable Care Act; in-
come support, nutrition assistance, unemployment compensation,
disability insurance, student loans, and a range of others.

In 1965, as President Johnson’s Great Society programs were
being enacted, net direct spending represented about 27 percent of
the budget. By 1974, when the Congressional Budget Act was
adopted, it had swollen to 41 percent of total spending. Today it
has surged to 60 percent. Combined with net interest—a manda-
tory payment in the true sense of the word—the government’s
automatic direct spending consumes nearly 70 percent of the budg-
et.8 It is the main driver of the government’s debt.

FIGURE 3

000
000
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Source: CBO

Clearly this problem with direct spending has been building for
decades, yet lawmakers have found it difficult to build an enduring
consensus for addressing it. With each year that passes, the chal-
lenge of spending control grows more difficult, because the nec-
essary changes in programs become larger and, in many cases,
more wrenching. At some point the programs will simply collapse
under their own weight. Those who claim to “protect” them by re-
sisting reform only ensure their demise.

Gaining control of spending need not be seen, however, as some
daunting exercise in “mindless austerity,” as the President so omi-
nously puts it. As long as reform is necessary, it can be approached
as an opportunity to save and strengthen these programs—to make
them better for the people they are intended to serve.

Consider a few examples.

8 Congressional Budget Office, The Budget and Economic Outlook: 2015 to 2025, January
2015, Tables 3-1, G-3, and G-5.
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An option for Medicare reform described in this report is called
“premium support.” The basic concept, introduced as long ago as
the late 1990s, is to transform this retirees’ health coverage pro-
gram from a government-run, price-controlled bureaucracy, to a
market system in which seniors choose their health coverage from
a range of commercial plans that compete for their business. In
short, it gives retired Americans, not the government, the ultimate
leverage over what kind of coverage they will have—and the gov-
ernment provides them financial assistance in making the choices.

Similarly, assistance for low-income Americans should be revised
to encourage self-sufficiency, not to trap people in dependency.
Clearly, persons with chronic disadvantages need and deserve a
sturdy safety net. Others require assistance at particular times of
economic downturns or personal misfortune. Still, the most compas-
sionate way to provide government assistance is to help free indi-
viduals from the need for it. Welfare programs should encourage
recipients toward supporting themselves to the greatest degree pos-
sible. As was proved with the successful welfare reform of the
1990s, when struggling people are challenged to work and earn on
their own, they rise to the occasion—and they are better off for it.

It should be noted, too, that government is not the sole source
of the many domestic benefits Americans enjoy—it is not even the
primary one. Every benefit the government ostensibly “provides”
actually draws from the abundant resources of the Nation’s free
market system. The government could not maintain Medicare, or
Social Security, or its numerous safety net programs without the
funding generated by the economy. Communities could not build
schools and hospitals without local economies sufficiently pros-
perous to support them. This is why the fiscal policy of this budg-
et—restraining spending and reducing deficits—is crucial to the
well-being of all Americans. Those who strive to pull themselves
out of difficulties benefit most from the expanding opportunities
and rising incomes that only a prosperous economy—not the gov-
ernment—can provide.

Federalism

The republic of the United States reached a turning point in
1936: That was the first peacetime year in which the Federal Gov-
ernment’s total spending exceeded the combined outlays of the
State and local governments. “It can even be argued,” writes Amity
Shlaes, “that one year—1936—created the modern entitlement
challenge that so bedevils both parties.”?

As the 20th century unfolded, the national government’s domi-
nance—both fiscally and as the central governing authority—ex-
panded. This was understandable during times of war—especially
World War II—when the entire Nation was under threat. The no-
tion continued to expand, however, into an ever-growing range of
domestic policies. President Roosevelt’s New Deal was, of course, a
major step. Later came President Truman’s unsuccessful pursuit of
nationalized health care; then President Eisenhower’s interstate
highway system; then President Johnson’s Great Society. By the

9 Amity Shlaes, The Forgotten Man: A New History of the Great Depression (New York: Har-
per Perennial, 2008), page 11.
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late 1980s, health care once again got drawn in, with some pro-
posing a single-payer Canadian style health care system for the
United States. In some respects, this trend culminated with
Obamacare.

As more than two dozen governors recently wrote to the House
Speaker and Senate Majority Leader: “Over the last several dec-
ades, the federal government has passed laws and promulgated
regulations that restrict the ability of states to innovate while re-
quiring states to implement and run programs dictated by federal
dollars and rules. For a long time states were willing to trade off
power and responsibility for federal taxpayer funds, but we have
reached a tipping point where states serve to carry out the wishes
of the federal government instead of serving as laboratories of de-
mocracy.” 10

This is precisely contrary to the Founders’ vision. “The powers
delegated by the proposed Constitution to the federal government
are few and defined,” Madison wrote. “Those which are to remain
in the State governments are numerous and indefinite. The former
will be exercised principally on external objects, as war, peace, ne-
gotiation, and foreign commerce; with which last the power of tax-
ation will, for the most part, be connected. The powers reserved to
the several States will extend to all the objects which, in the ordi-
nary course of affairs, concern the lives, liberties, and properties of
the people, and the internal order, improvement, and prosperity of
the State.”1! As succinctly put in the Tenth Amendment: “The
powers not delegated to the United States by the Constitution, nor
prohibited by it to the States, are reserved to the States respec-
tively, or to the people.”

Indeed, Madison argued the Federal Government would depend
on the States—not the other way around: “The State governments
may be regarded as constituent and essential parts of the federal
government; whilst the latter is nowise essential to the operation
or organization of the former.” 12 This point is proved in reality by
the countless activities, essential to the lives of individuals and
communities, that predated the national government and would
continue without it. Even if the 50 States stood as separate enti-
ties, they would still operate schools and hospitals; they would find
ways to build roads and bridges; scientific research would continue;
energy and communications companies would emerge.

This is not to say Americans would be better off without the Fed-
eral Government. Their security and prosperity are vastly en-
hanced by the voluntary unity reflected in the bonds of the national
Constitution. The point is simply that the Federal Government’s
principal role is to protect the security of the Nation, and to main-
tain an environment that supports the initiative and creativity pos-
sible only through the diversity of the several States and the bonds
of civil society.

The reversal of this concept that developed over the past 100
years or so also has fiscal consequences. Federal Government re-
sources cannot maintain the overreach of its governing ambitions.
That is the message of Washington’s current, catastrophic spending

10 Letter from members of the Republican Governors Association [RGA], 29 January 2015.
11 James Madison, Federalist 45.
12Tbid.
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path. To restore fiscal sustainability, Congress sooner or later will
have to consider realigning the roles of different levels of govern-
ment. It will have to reinstitute the practice of federalism.

This will remain a necessity even after Congress gains control of
entitlement spending. Yet the fiscal concerns are only part of the
reason. The increasing centralization of government smothers the
energy of those “laboratories of democracy.” The entire Nation will
benefit from a restoration of that energy. As the governors wrote:
“We firmly believe that increased state autonomy will reap benefits
in critical areas such as education, healthcare, infrastructure, en-
ergy, environment, and employment * * * [W]e encourage you to
devolve back to the states the ability to run programs, make deci-
sions, and develop innovative solutions. We are prepared to take
back those powers reserved to the states and would like to work
with you to determine programs, funding, and responsibility that
could be shifted to the states.” 13

The budget resolution supports these aims. It promotes State
flexibility in areas such as Medicaid and the Supplemental Nutri-
tion Assistance Program. It encourages State and local initiative in
education. It sheds the conceit that Washington knows best what
is right for the people. The very structure of this report reflects a
distinction between those activities required of the Federal Govern-
ment from those best suited to States and localities and the private
sector.

Restoring Congressional Budgeting

The congressional budget process, enacted in 1974, has rarely
worked as designed. Deadlines in the Congressional Budget Act are
missed far more often than made, rules are often skirted, loopholes
in spending disciplines exploited. Since 1998, the House and Senate
have failed nine times to agree on a budget resolution, the corner-
stone of the process. Still, the practice unquestionably has wors-
ened in recent years. Congress has not completed a budget resolu-
tion since 29 April 2009. Instead, lawmakers have manufactured
ad hoc procedures that have done next to nothing to stabilize the
government’s catastrophic long-term fiscal outlook. Worse, the
budgetary mismanagement has become the new norm; what were
once vices are now habits. The budget calendar is not merely ig-
nored, it is deliberately breached, rendering the fiscal year irrele-
vant and leading to a stream of omnibus spending bills of varying
durations negotiated by a handful of leaders—undermining the
committee system and depriving lawmakers of the deliberation so
central to the legislative process.

This unraveling does have profound consequences. The first and
most obvious is that without regular budget resolutions, Congress
has abandoned any serious attempt to manage fiscal policy. It is
true the Budget Control Act of 2011 established caps on discre-
tionary spending, and applied the automatic enforcement regime of
sequestration. At the same time, however, it did nothing to rein in
direct spending, the greatest threat to the government’s fiscal sta-
bility. None of the other manufactured procedures employed since
then has accomplished much along these lines either.

13RGA, op. cit.
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Equally troubling is the effect on Congress’s ability to govern.
The failure in budgeting is the most visible and regular evidence
of Congress’s decline as a governing institution:

The importance of conflicts over the size and distribution
of the budget—failure to pass a budget on time or at all
has become a sign of inability to govern—testifies to the
overriding importance of budgeting. Nowadays, the State
of the Union and the state of the budget have become es-
sentially equivalent.14

Thus, the collapse of budgeting hastens the erosion of congres-
sional governing. The more Congress tolerates its fiscal ineptitude,
the more inept it becomes at legislating in general.

Yet as discouraging as these conditions may be, they can be cor-
rected. The restoration of congressional budgeting can start, and is
essential to, the regeneration of Congress as a governing institu-
tion. This can follow two tracks.

First, it is imperative that the 114th Congress reinstitute, as far
as possible, the “regular order” of budgeting envisioned in the Con-
gressional Budget Act. The existing process is far from perfect. It
is complicated, time-consuming, and often frustrating. The esti-
mating conventions underlying budget procedures reflect a distinct
bias in favor of higher spending and larger government.

Nevertheless, if employed the process does provide a general
schedule for spending and tax bills. The budget resolution rep-
resents an agenda and work plan in legislative form unmatched by
any other procedure. It gives coherence to the legislature’s many
fiscal measures that did not exist before the Congressional Budget
Act was adopted. With the creation of the budget resolution,
Congress’s budget became the working blueprint for fiscal policy,
embracing lawmakers’ consensus vision of governing.

Returning to the regular order also offers lawmakers an oppor-
tunity to learn for themselves, directly, whether the process truly
is “broken,” and if so by how much. “I could easily argue that the
budget process isn’t broken at all,” remarked former House Budget
Committee Chairman Jim Nussle at a September 2011 committee
hearing on process reform. “[Tloday the budget process is not even
being used or at best is simply being ignored.” 15 That state of af-
fairs has only worsened since then. Congress has not passed a
budget resolution since April 2009—nearly six years ago. Legisla-
tors have no sense of how major authorizing bills fit in the overall
scheme of the budget—because no such scheme exists.

“Before you search for new budget procedures to ‘fix’ the current
process,” Nussle advised, “actually give the current process a try.
Prove that Congress and the President can follow the current proc-
ess and rules before you decide that a new process or rule will
somehow do the trick.” 16

Doing so over the next two years will also inform lawmakers
about how to fix the process—or perhaps whether they need an en-
tirely new one. Recently, various Members and experts in the pol-

14 Aaron B. Wildavsky and Naomi Caiden, The New Politics of the Budgetary Process—Third
Edition (New York: Addison-Wesley Educational Publishers Inc., 1997).
15Jim Nussle, Perspectives on Budget Process Reform, testimony to the Committee on the
Bulg%ian.S. House of Representatives, 22 September 2011.
10.
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icy community have offered a range of proposals built on a kind of
problem-solving model. That is, proponents identify a specific
weakness in the process—say, the difficulty Congress has in pass-
ing annual spending bills on time—and then offer a solution, such
as a two-year budget and appropriations cycle. Some argue that the
President should be more involved in budget development at the
beginning of the process, as a possible means of heading off crisis-
style confrontations late in the year.

Many of these proposals focus on practical matters—how to make
budget procedures more efficient and workable, or how to enhance
enforcement of budget levels. All this is perfectly reasonable. A
budget process, no matter how skillfully designed, is pointless if
lawmakers cannot or will not use it, or if it fails to achieve real fis-
cal control.

Nevertheless, lawmakers should consider thinking more broadly.
The process designed in 1974 was complicated to begin with; it
merely added new procedures onto existing spending and tax prac-
tices. Since then, Congress has enacted additional layers of com-
plexity, such as the Balanced Budget and Emergency Deficit Con-
trol Act of 1985, the Budget Enforcement Act of 1990, and the
Budget Control Act of 2011—among others. Given all this, it may
be time to dismantle the entire process and build a new one. The
lessons of the past 40 years of congressional budgeting will cer-
tainly inform that development. Still, in thinking about a new proc-
ess, lawmakers should step back and ask a threshold question:
What is the congressional budget process for?

The obvious first answer is fiscal control. That, however, is part
of a more fundamental act: the act of governing. Because budgeting
truly is governing, the budget process should be seen as a principal
means of exercising constitutional government.

The Constitution does not prescribe how big government should
be, but it does establish a framework for limiting government. One
of the best ways to determine that limit is to limit spending—one
of the best measures of the size and scope of government.

The budget also is Congress’s main instrument for policymaking,
the legislature’s essential authority. As Madison wrote: “This power
of the purse may, in fact, be regarded as the most complete and
effectual weapon with which any constitution can arm the imme-
diate representatives of the people, for obtaining a redress of every
grievance, and for carrying into effect every just and salutary
measure.” 1”7 Any new budget process should enhance Congress’s
policymaking role.

The process also must reinforce the balance of powers, one of the
most critical protections of liberty. For nearly a half century after
enactment of the 1921 Budget and Accounting Act—which at-
tempted to straddle the separation of powers by establishing an ex-
ecutive-centered budget process modeled after Great Britain’s—the
presidency grew increasingly powerful. Starting in the 1950s, presi-
dents began deliberately tying their budgets together with their
legislative programs, increasing their ability to set the legislative
agenda, and helping sustain what Schlesinger called “the imperial

17The Federalist, No. 58.
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presidency.” 18 The 1974 Congressional Budget Act was, in part, an
attempt to restore the legislature’s agenda-setting role. The new
budget process should advance that effort.

Finally, budgeting should be an instrument for enhancing con-
gressional oversight. There is no better way to get the attention of
executive agencies than by controlling their funding. The budget
process should encourage appropriations subcommittees and au-
thorizing committees to use the tool of the budget aggressively, and
to control the ever-expanding administrative state.

Conclusion

As described at the outset, this budget resolution expresses a vi-
sion; its contours are detailed throughout the text of this report. It
is also an instrument for implementing that vision. Its allocations
of spending authority implement the budget’s priorities; its fiscal
path—achieving balance within 10 years—restores a sound fiscal
nﬁrn}l{ that long kept spending, and the size of government itself, in
check.

To summarize some of the key elements of the budget, described
in subsequent pages of this report, this resolution:

¢ Balances the budget within 10 years without raising taxes, and
places the government on a path to paying off the debt.

o Calls for a fairer, simpler tax code to promote job creation and
a healthy economy.

e Provides for a strong national defense through robust funding
of troop training, equipment, and compensation.

¢ Repeals the Affordable Care Act in full, including all its spend-
ing, taxes, regulations, and mandates.

e Promotes real reform of health care centered on patients, not
Washington.

o Strengthens Medicare through fundamental, structural re-
forms.

¢ Encourages State innovation and flexibility in Medicaid, nutri-
tion assistance, education, and other programs.

e Calls for regulatory reform to improve transparency, efficiency,
effectiveness, and accountability.

In pursuit of these budgetary guidelines, the resolution seeks to
compel the necessary transformation of government programs; to
restore the principle of federalism; and to support a robust econ-
omy in which all Americans—whatever their vocation or income
level—can thrive and pursue their destinies.

18 Arthur M. Schlesinger Jr., The Imperial Presidency, (New York: Houghton Mifflin Company,
2004).
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COMPARISON WITH THE
PRESIDENT’S BUDGET

With its higher spending, higher taxes, and relentless deficits
and debt, the President’s fiscal year 2016 budget lacks credibility
and any sense of fiscal responsibility. It is difficult to take seri-
ously. Further, it has no real meaning. Since adoption of the Con-
gressional Budget Act in 1974, the only budget that matters is
Congress’s. The congressional budget resolution establishes the
framework for fiscal policy, and for the spending and tax bills Con-
gress enacts. It is the one comprehensive budget plan for the Fed-
eral Government with any actual force; the President’s budget is
merely a set of proposals. With a congressional budget resolution
in place, the President’s budgetary actions are piecemeal: He only
signs or vetoes separate spending and tax bills.

That said, the President’s budget reflects a view that is contrary
to sound and prudent fiscal management. It calls for higher spend-
ing, ever higher taxes and makes no serious effort to balance the
budget or reduce deficits and debt. The President’s budget does
nothing to tame direct spending costs and make the government’s
benefits programs sustainable for the long run.

For that reason, a few major comparisons between the House
budget resolution and the President’s budget are in order. They re-
flect the difference in the visions of governing that each represents.

It should be noted that in the comparison below, figures for the
House budget resolution are based on the January baseline projec-
tions by the Congressional Budget Office [CBO]. For the Presi-
dent’s budget, the CBO used its newly revised March baseline, re-
leased on 12 March 2015. The January figures projected deficits
roughly $431 billion higher over 10 years than did the March base-
line. Consequently, achieving balance based on the January esti-
mates was more difficult than it would have been had the March
figures been available while the House budget was being developed.

HOUSE REPUBLICAN

BUDGET 2 PRESIDENT’S BUDGET®

Achieves balance within 10 Never balances; deficits climb in the
years. second half of the decade, reaching
$800 billion in 2025 and rising.

Reduces spending by $5.5 tril- Spends $6.4 billion more than the
lion over 10 years. House budget over 10 years.
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HOUSE REPUBLICAN
BUDGET 2

PRESIDENT’S BUDGETP

Calls for growth-promoting tax
reform that lowers income tax
rates and broadens the tax
base. The budget contains no
tax increases.

Increases taxes by $1.8 trillion over
10 years, mainly by limiting certain
deductions and exclusions, and in-
creasing the rate on capital gains and
dividends, among other things.

Reduces publicly held debt from
the current 74 percent of gross
domestic product [GDP] today
to 55 percent of GDP in 2025,
and provides a path to retiring
the government’s debt.

Maintains debt held by the public at
the historically high levels of around
three fourth of economic output—the
highest level in 65 years—and adds
trillions of dollars to the national
debt.

Restores the principle of fed-
eralism, encouraging the initia-
tive of State and local govern-
ments in addressing more of the
Nation’s domestic policy con-
cerns.

Advances the failed notion that
Washington knows best, dictating
how individuals should live, how
State and local governments should
serve their constituents, and how
businesses should serve their cus-
tomers.

Reduces spending by $2 trillion
by repealing the Affordable
Care Act, the failing attempt to
nationalize Health care in
America.

Maintains the conceit of centralized,
Washington-based, one-size-fits-all
health care.

Saves $148 billion over 10 years
by strengthening Medicare and
transitioning to a premium sup-
port model. Achieves another
$913 billion in health savings,
partly by allowing greater State
flexibility in Medicaid. Saves
$1.1 trillion in other direct
spending.

Increases Medicaid spending by $85
billion over 10 years. Imposes $408

billion in new Medicare cuts to hos-
pitals and skilled nursing facilities,

with no meaningful restructuring of
the program.

Spends more than the President
for national defense in fiscal
year 2016 and over 10 years.

Claims defense spending increases
with no plan for adjusting the current
statutory caps on spending. Hence
these defense increases are illusory.

a. Figures based on CBO’s January 2015 baseline.
b. Figures based on CBO’s March 2015 baseline.
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ECONOMIC ASSUMPTIONS
OF THE BUDGET RESOLUTION

A Subpar Recovery

Although the economy recently has shown welcome signs of im-
provement, it is still languishing in the weakest recovery of the
modern era—and the expansionist government policies of the cur-
rent administration are among the reasons.

The U.S. economy technically emerged from recession nearly 6
years ago, but the subsequent recovery has been subpar. Over the
past 5 years, real growth in gross domestic product [GDP] has
averaged slightly more than 2.0 percent annually. According to the
Congressional Budget Office [CBO], U.S. economic output has been
growing at less than half the typical rate exhibited during other re-
coveries since World War II.

This trend has surprised most economic forecasters. Back in
2010, CBO expected real GDP to grow by a relatively brisk 3.0 per-
cent annual average over the budget window. In 2013, that average
slipped to 2.9 percent. In CBO’s latest economic forecast, average
real GDP growth fell to just 2.3 percent. CBO has significantly low-
ered its expectation of long-term growth in potential GDP as well,
due mainly to negative developments in the labor market. CBO ex-
pects slower growth in the potential labor force later this decade,
which is linked to the aging of the population and the retirement
of the baby-boom generation. With a smaller labor force, there will
also be less business investment and slower growth in the country’s
capital stock. This “new normal”—if that is what it is—is especially
troubling, because without more robust growth the economy will
struggle to support the 80 million retirees expected over the next
two decades, as well as the working age population. Standards of
living will suffer, especially for middle-income earners.

Government policies will also play a role in this trend. The heavy
spending promoted by the current administration drains economic
resources that otherwise would be available for growth-producing
activities. In addition, the recent sharp increase in government
debt—which now stands at near-record post-World War II levels—
will crowd out additional capital investment in the long term.
Meanwhile, CBO projects the Affordable Care Act—the President’s
nationalized health program—will create incentives for people to
work fewer hours over the medium and longer term.1® The overall
picture that CBO’s latest economic forecast paints is that sluggish
economic growth has evolved from mainly a cyclical issue to a
longer-term structural problem. The clear downward trend in the
economic forecast in recent years has raised the hurdle signifi-

19 Congressional Budget Office, The Budget and Economic Outlook: 2014 to 2024, February
2014, Appendix C.
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cantly for those trying to correct the fiscal imbalance over the next
decade. This is important because CBO’s annual economic assump-
tions are adopted for the budget resolution. As discussed in the
next section, however, a meaningful change in fiscal policy can
repay in budgetary dividends.

FIGURE 4

$3:== CBO’S PROJECTION OF REAL ECONOMIC
I GROWTH CONTINUES TO DECLINE

3.0

2.5

2.3

Jan. 2012 Feb. 2013 Feb. 2014 Jan. 2015

(Average Annual Change in Real Growth by Calendar Year) Source: CBO

The Current Economic Situation

Real GDP grew by 2.4 percent (measured on a year-over-year
basis) in 2014. That represented a slight pick-up from the 2.2 per-
cent growth posted in 2013. On the other hand, real GDP growth
over the past 5 years has averaged just 2.2 percent annually, well
below the 3.2 percent historical trend rate of growth in the U.S.
Sluggish economic growth has contributed to the government’s fis-
cal problems. It leads to lower revenue levels than would otherwise
occur while government spending (e.g. on welfare programs) is
higher. According to CBO, if real GDP growth is just 0.1 percent-
age point lower per year, the budget deficit would be higher by
$326 billion over 10 years. Likewise, stronger economic growth
would greatly improve the fiscal outlook.

Nonfarm payroll employment increased by 295,000 in the latest
month (February 2015), modestly higher than the average monthly
increase over the past year and the 288,000 average monthly gain
over the past quarter. The unemployment rate stands at 5.5 per-
cent, down 1.1 percentage point from the rate at the start of 2014
(6.6 percent). When discouraged workers, marginally employed,
and underemployed persons are counted, however, the unemploy-
ment rate is 11 percent.20

20 Bureau of Labor Statistics U-6 Index, Table A-15.
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Although job gains have been trending up of late, and the unem-
ployment rate has continued to decline, other aspects of the labor
market are not as robust. The labor force participation rate, for in-
stance, actually fell in February, to 62.8 percent, and remains near
the lowest level since 1978. Long-term unemployment also remains
a problem. Of the roughly 8.7 million people who are currently un-
employed, 2.7 million (more than 30 percent) have been unem-
ployed for more than 6 months. Prior to the recession, only about
18 percent of the unemployed were out of work for that long. Long-
term unemployment has genuinely corrosive consequences. For in-
dividuals, it erodes their job skills, further detaching them from
employment opportunities. At the same time, it undermines the
long-term productive capacity of the economy.

Young people and minorities have been particularly harmed by
weak labor market conditions and a lack of quality employment op-
portunities. Those in the very early stages of their career—young
people aged 20 to 24 years old—have an unemployment rate of 10
percent, nearly double the rate for the total population. (Teenagers
16 to 19 years old face an unemployment rate of 17 percent.) Like-
wise, African Americans have an unemployment rate greater than
10 percent, and in the 5 years since the economic recovery began
in mid-2009 have seen their real median income fall by nearly 8
percent.

For most of the working population, wage gains have been sub-
par. Average hourly earnings of private-sector workers have in-
creased by just 1.6 percent over the past year. Prior to the reces-
sion, average hourly earnings were tracking close to 4 percent.
Likewise, average income levels have remained flat in recent years.
Real median household income is just under $52,000, one of the
lowest levels since 1995.

Oil prices have plunged over the past 6 months. Since mid-2014,
crude oil prices have dropped from just above $100 per barrel to
less than $50 per barrel today. This has led to a downward slide
in headline inflation rates. For instance, the price index for per-
sonal consumption expenditures [PCE] has increased less than 1
percent over the past 12 months. The so-called core PCE index
(which excludes energy and food prices), the Federal Reserve’s pre-
ferred inflation gauge, has increased 1.3 percent over the past year.
That level of inflation remains below the Federal Open Market
Committee’s 2 percent objective for inflation over the longer run.

After years of extremely loose monetary policy stance (which in-
cludes holding interest rates near zero for close to 8 years), the
Federal Reserve has signaled it is in a position to begin normal-
izing policy. The Fed wrapped up its large-scale monthly asset-pur-
chase program last October and, with the economy improving, it
has suggested it will begin to raise interest rates sometime this
year. With such indications, market interest rates would typically
be expected to creep upward, but the yield on the 10-year Treasury
note has actually declined in recent months. The 10-year Treasury
has averaged just under 2 percent so far this year, one of the low-
est levels since the early part of 2013.

A portion of the decline in interest rates has been likely due to
a “flight to quality” on the part of global bond investors as eco-
nomic prospects outside the U.S., particularly in Europe and
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Japan, have soured of late. With the economic outlook cloudy in
some major economies in Europe and parts of Asia, many global
central banks have signaled their intention to keep interest rates
low and their overall monetary policy loose—in contrast to the Fed-
eral Reserve’s disposition. This divergence in central bank policy
stances on interest rates, as well as the differing economic outlook
between the U.S. and the rest of the world, has caused the U.S.
dollar to appreciate vis a vis other foreign currencies. The U.S. dol-
lar has appreciated more than 10 percent on a trade-weighted basis
since the middle of last year. The dollar’s appreciation tends to
dampen the competitiveness of U.S. exporters as their goods tend
to become more expensive for foreign consumers. Nevertheless, a
stronger dollar helps U.S. importing producers by lowering input
costs.

The U.S. stock market has continued to post gains over the past
{earl. The S&P 500 is up about 13 percent from its year-earlier
evel.

The Economic Outlook

The administration’s economic forecast is less optimistic than it
was last year but it remains more upbeat than either CBO or the
Blue Chip consensus of private-sector forecasters—who also are
less optimistic than last year. The administration expects real GDP
to grow by 3.1 percent this year, 3.0 percent in 2016, and 2.8 per-
cent in 2017. CBO—upon whose economic assumptions the budget
resolution is based—expects real GDP to grow by 2.8 percent in
2015, 3.0 percent in 2016, and 2.7 percent in 2017. The Blue Chip
consensus expects real GDP growth of 3.2 percent in 2015, 2.9 per-
cent in 2016, and 2.7 percent in 2017. Over the 10-year window of
the budget resolution, the administration’s Office of Management
and Budget [OMB] expects real GDP growth to average 2.5 per-
cent, higher than CBO and the Blue Chip, who both forecast a 2.3-
percent growth average over this period.

Similar to other forecasts, the administration expects the unem-
ployment rate to decline gradually in the coming years. According
to OMB, the unemployment rate will average 5.4 percent in 2015,
declining to 5.1 percent in 2016 and 4.9 percent in 2017. The ad-
ministration sees the unemployment rate rising during the subse-
quent years before leveling off at 5.2 percent. (By comparison, the
unemployment rate was 4.6 percent in 2007, the year before the fi-
nancial crisis.) That path is somewhat better than the CBO fore-
cast. CBO expects the unemployment rate to average 5.5 percent
in 2015, declining to 5.4 percent in 2016 and 5.3 percent in 2017,
and then leveling off at 5.5/5.4 percent later in the decade. The
Blue Chip consensus sees a near-term decline in the unemployment
rate similar to OMB, but its longer-term unemployment rate is
higher than OMB and similar to CBO. According to the Blue Chip,
the unemployment rate will decline to 5.5 percent in 2015 and
reach 5.1 percent by 2016, before rising and leveling off at 5.4 per-
cent.

The administration expects inflation to decline to 1.4 percent in
2015 from 2014’s low level of 1.6 percent before gradually rising to
above 2.0 percent in the next few years. Later in the decade, OMB
expects the consumer price index [CPI] to grow at about 2.3 per-
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cent annually. CBO and Blue Chip expect a similar path for price
inflation, although both expect inflation to be lower than OMB in
2015.

OMB expects interest rates will rise to more normal levels in the
coming years. The 10-year Treasury note, which was about 2.5 per-
cent in 2014, is projected to rise to about 2.8 percent in 2015 and
3.3 percent in 2016. OMB expects the 10-year Treasury to hit 4.5
percent in 2020 and remain there in later years. CBO expects in-
terest rates to rise to that level sooner. CBO sees the 10-year
Treasury hitting 4.6 percent in 2020 and then flatlining at that
level in the subsequent years. The Blue Chip consensus also sees
a gradual increase in interest rates over the next several years,
with the 10-year Treasury note reaching 4.5 percent in 2020 and
then remaining at that level in subsequent years.

TABLE 6.—ECONOMIC PROJECTIONS: ADMINISTRATION, CBO, AND PRIVATE FORECASTERS

[Calendar years]

Estzi[r)nﬁted 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Year to Year, Percent Change

Real GDP:
Administration Budget . 2.2 31 30 28 26 24 23 23 23 23 23 23
CBO (Jan. 2015) 2.2 28 30 27 22 21 22 22 22 21 21 21
Blue Chip (Oct. 2014 and Jan. 2015) 2.4 32 29 27 25 24 24 23 23 23 23 23
Consumer Price Index:
Administration Budget . 1.7 14 19 21 22 23 23 23 23 23 23 23
CBO (Jan. 2015) 1.6 11 22 23 23 24 24 24 24 24 24 24
Blue Chip (Oct. 2014 and Jan. 2015) 16 08 22 23 24 23 23 23 23 23 23 23

Annual Average, Percent

Unemployment Rate:
Administration Budget . 6.2 54 51 49 49 50 51 52 52 52 52 52
CBO (Jan. 2015) 6.2 55 54 53 54 55 55 55 54 54 54 54
Blue Chip (Oct. 2014 and Jan. 2015) 6.2 55 51 52 52 53 53 54 54 54 54 54
3-Month Treasury Bill:
Administration Budget . * 04 15 24 29 32 33 34 34 35 35 35
CBO (Jan. 2015) * 02 12 26 35 34 34 34 34 34 34 34
Blue Chip (Oct. 2014 and Jan. 2015) * 04 17 29 34 34 34 34 34 34 34 34
10-Year Treasury Note:
Administration Budget . 2.6 28 33 37 40 43 45 45 45 A5 45 45
CBO (Jan. 2015) 2.5 28 34 39 42 45 46 46 46 46 46 46
Blue Chip (Oct. 2014 and Jan. 2015) 2.5 27 34 42 A4 44 A5 45 A5 45 45 45

*0.05 percent or less.
Sources: Congressional Budget Office, Office of Management and Budget, and Blue Chip Economic Indicators

TABLE 7.—ECONOMIC ASSUMPTIONS OF THE FISCAL YEAR 2016 BUDGET RESOLUTION

[Calendar years]

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Year to Year, Percent Change

Real GDP:

CBO (Jan. 2015) weeoveeeereeereeeeeeieenenne 22 28 30 27 22 21 22 22 22 21 21 21
Consumer Price Index:

CBO (Jan. 2015) ....cooveerreeriieireriseiienienns 16 11 22 23 23 24 24 24 24 24 24 24
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TABLE 7.—ECONOMIC ASSUMPTIONS OF THE FISCAL YEAR 2016 BUDGET RESOLUTION—
Continued
[Calendar years]

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Annual Average, Percent

Unemployment Rate:

CBO (Jan. 2015) w...ovevveeeereeeeieeceiieeionns 62 55 54 53 54 55 55 55 54 54 54 54
3-Month Treasury Bill

CBO (Jan. 2015) oo * 02 12 26 35 34 34 34 34 34 34 34
10-Year Treasury Note:

CBO (Jan. 2015) oo 25 28 34 39 42 45 46 46 46 46 46 46

*0.05 percent or less.
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MACROECONOMIC FEEDBACK EFFECTS
OF PRO-GROWTH POLICIES

Economic growth is one of the major determinants of revenue
and spending levels—and therefore the size of budget deficits—over
a given period. According to the Congressional Budget Office
[CBO], if growth in real gross domestic product is just 0.1 percent-
age point higher than expected over its 10-year window, revenue
would be $288 billion higher, spending would be nearly $37 billion
lower, and the cumulative deficit would fall by $326 billion.

Conversely, as noted in the previous section, the lowering of eco-
nomic growth projections raises significant difficulties in trying to
restore fiscal balance. It poses a challenge for this budget resolu-
tion, which, as is customary, generally adopts CBO’s economic as-
sumptions. It also creates a disadvantage for congressional budgets
compared with those of the President. The administration enjoys
the luxury of using its own economic projections, rather than those
of the nonpartisan CBO. In addition, the President’s budget is a
“post-policy” presentation; that is, it incorporates any beneficial fis-
cal or economic effects the administration claims will result from
i(ics policies—something congressional budgets usually have not

one.

CBO has written extensively on the risks to the economy of defi-
cits and debt, and how reducing deficits and debt would benefit the
economy. Other policies likely to boost economic growth include
fundamental tax reform, increasing domestic energy production,
and the restoration of incentives for people to work, save, and in-
vest.

CBO’s analysis of the fiscal path of this year’s House budget res-
olution estimates that reducing budget deficits, thereby bending
the curve on debt levels, would be a net positive for economic
growth. According to that analysis, the fiscal year 2016 budget
would increase real economic output per person by 1.5 percent, or
about $1,000, in 2025, and by 6.5 percent, or about $5,000, in 2040
when compared with CBO’s extended baseline. The analysis con-
cludes that deficit reduction creates long-term economic benefits
because it increases the pool of national savings and boosts invest-
ment, thereby raising economic growth and job creation.2!

The greater economic output that stems from a large deficit-re-
duction package would have a sizeable impact on the Federal budg-
et. For instance, higher output would lead to greater revenues
through the increase in taxable incomes. Lower interest rates and

21 Congressional Budget Office, Budgetary and Economic Outcomes Under Paths for Federal
Revenues and Noninterest Spending Specified by Chairman Price, March 2015, March 2015:
http://www.cbo.gov/sites/default/files/cbofiles/attachments/49977-PriceBudgetResolution.pdf.
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a reduction in the stock of debt would lead to lower government
spending on net interest expenses.

CBO also estimates the fiscal path of this budget resolution—
which provides 10-year savings of $5.468 trillion from policy
changes and debt service compared to current policy—would result
in positive economic feedback effects that would further lower the
deficit by approximately $147 billion.22 The budget resolution in-
corporates these macroeconomic feedback effects into the budget
figures, recognizing that deficit reduction repays in economic divi-
dends that add to the savings.

22 Ibid.



FUNCTIONAL PRESENTATION

For decades, the budget resolution and accompanying report
have presented the function-by-function breakdown in a manner
that evolved mostly from practical and accounting considerations.
The arrangement has changed little since enactment of the Con-
gressional Budget Act of 1974.

This resolution retains those conventional categories, as do the
summary tables in the report. The narrative discussion below, how-
ever, takes a different approach. While keeping the content of the
functional categories intact, it arranges them differently to reflect
two important considerations: the crucial role of federalism in the
United States’ governing system, and the increasing burden of di-
rect spending (commonly called “mandatory” spending) benefits
programs.

The standard budget resolution format presents a range of gov-
ernment activities largely without distinguishing those of principal
importance to the national government from those that may draw
greater initiative from States and localities or the private sector.
While National Defense and International Affairs appear first—as
is appropriate for two of the Federal Government’s main respon-
sibilities—the sequencing of the remaining functions seems to lack
any logic other than their function numbers. There is no reason, for
example why Energy (Function 270) should appear before Health
(Function 550), or Veterans Benefits and Services (Function 700),
or Administration of Justice (Function 750).

The narratives below are arranged to make such a distinction.
The presentation retains the content of each functional category,
just as in the conventional format, but organizes the functional dis-
cussions in four broader categories as described below. The aim is
to provoke a re-evaluation of the roles of different layers of govern-
ment, and to group together the government’s major domestic bene-
fits programs, reflecting their substantial and growing impact on
the budget. Put another way, the format encourages lawmakers
and the public to think differently about the budget by looking at
it differently.

The groupings are as follows:

Principal Federal Responsibilities. The first grouping con-
sists of those activities clearly associated with the national level of
government. Everyone would place national defense and inter-
national affairs in this group, as directed by the Constitution itself.
That simplistic division, however, fails to acknowledge several
other categories for which the Federal Government also has the
central responsibility. These include veterans’ benefits (an aspect of
the compensation for military service), Federal courts and law en-
forcement, and general government, the last of which mainly fi-
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nances the Legislative and Executive branches of the Federal Gov-
ernment. Also included here are the Global War on Terrorism and
Related Activities, which finance both military and diplomatic ac-
tivities in the Middle East. The overall grouping, using the formal
functional titles, is as follows:

National Defense

e International Affairs

e The Global War on Terrorism and Related Activities

e Veterans Benefits and Services
[ ]
[ ]

Administration of Justice
General Government
¢ Government-Wide Policy

Domestic Priorities. This second set of functions draws to-
gether mainly the discretionary spending for activities that may be
best administered or initiated by State and local governments or
the private sector—and most of which would exist even if there
were no Federal Government. This does not suggest they are of
lesser priority; indeed, their importance is so immediate and direct
that they benefit most from the initiative of those closest and most
directly involved. This arrangement aims to encourage greater
flexibility for States and localities and the private sector to drive
these activities. (In the conventional format, these are Functions
250 through 650.) Although the discussion here focuses on the dis-
cretionary spending in these categories, two sections—Energy and
Transportation—reflect both the discretionary and direct spending
components. This is because in these areas, the two forms of spend-
ing are intertwined in ways unlike those of other functional cat-
egories.

¢ General Science, Space, and Technology
Energy (both discretionary and direct)

Natural Resources and Environment

Agriculture

Commerce and Housing Credit

Transportation (both discretionary and direct)

Community and Regional Development

Education, Training, Employment, and Social Services

Health

Income Security

Other Domestic Discretionary (mainly the administration of
the Social Security and Medicare Programs)

Direct (Mandatory) Spending Programs. This group reflects
solely the direct spending components of Functions 250 through
650 in the conventional format. The aim is to show the magnitude
of these programs—mostly for social insurance and safety net pro-
grams—in the overall budget.

e Social Security
Medicare
Medicaid, the Affordable Care Act, and Related Programs
Farm Support
Banking, Housing, and the Postal Service
Student Loans, Social Services, and Related Programs
Income Support, Nutrition, and Related Programs
Federal Lands and Other Resources
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e Other Direct Spending (science, natural resources, and commu-
nity and regional development)

Financial Management (Functions 900, 920, and 950). This
final grouping consists of those functions that round out the budget
overall financing.

e Net Interest

o Allowances

e Undistributed Offsetting Receipts






Principal Federal Responsibilities

The two most obvious responsibilities of the national government
are providing for the common defense of all the constituent States,
and conducting diplomacy on behalf of the Nation as a whole. Re-
lated to these two is the supplemental spending for the Global War
on Terrorism and Related Activities. As part of the compensation
for military service, the government also offers a range of benefits
specifically for veterans. The category called Administration of Jus-
tice mainly reflects funding for Federal law enforcement agencies—
such as the Federal Bureau of Investigation and the Drug Enforce-
ment Administration, and border security, among others—as well
as the Federal judiciary. The vast majority of funding for the Gen-
eral Government function supports the Executive and Legislative
Branches of the Federal Government. Included in this grouping as
well are several government-wide savings policies.

NATIONAL DEFENSE

Function Summary

Russian aggression, the growing threats of the Islamic State in
the Middle East, North Korea’s and Iran’s nuclear and missile pro-
grams, and continued threats in the Asia-Pacific, including Chinese
investments in high-end military capabilities and cyber warfare,
shape the parameters of an increasingly complex and challenging
security environment. As General Odierno, the current Chief of
Staff of the Army, testified: “In my 38 years of service, I have never
seen a more dynamic and rapidly changing security environment
than the one we face now. We no longer live in a world where we
have the luxury of time and distance to respond to threats facing
our Nation. Instead, we face a diverse range of threats operating
across domains and along seams—threats that are rapidly chang-
ing and adapting in response to our posture.”23 General Martin E.
Dempsey, Chairman of the Joint Chiefs of Staff, has testified pre-
viously that “our current security challenges are more formidable
and complex than those we faced in downturns following war in
Korea, Vietnam, and the Cold War. There is no foreseeable ‘peace
dividend’ on our horizon. The security environment is increasingly
competitive and dangerous.” 24

National Defense has carried the bulk of sequestration’s effects
after the enactment of the Budget Control Act [BCA]. Compared to
the planned defense spending requested by then-Secretary Robert

23 Testimony of General Raymond T. Odierno, Chief of Staff of the Army, before the Senate
Armed Services Committee, “Impact of the Budget Control Act of 2011 and Sequestration on
National Security,” 28 January 2015.

24 General Martin E. Dempsey, Testimony to the Senate Armed Services Committee, 12 Feb-
ruary 2013.
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M. Gates in 2011, the automatic enforcement procedures of the
BCA through sequestered discretionary caps will cull almost $1
trillion in arbitrary defense cuts, resulting in erosion of critical
warfighting capabilities, modernization, and readiness across all
the services. Budgetary prescriptions have been shaping national
defense strategy, resulting in higher risks for service members and
the Nation.

The United States faces serious, complex threats that grow more
dangerous in the midst of uncertainty and doubts about the Na-
tion’s security posture. The President’s fiscal year 2016 budget
compounds this uncertainty by irresponsibly ignoring current law
and requesting a defense base budget $38 billion above the caps for
rhetorical gain without a plan to avoid the BCA’s guaranteed se-
quester.

The House budget resolution, in contrast, prioritizes national de-
fense and the needs of the warfighter by providing needed dollars
through the creation of the deficit-neutral “Defense Readiness and
Modernization Fund.” In total with $90 billion, the House Budget
estimate for Overseas Contingency Operations funding for the De-
partment of Defense [DOD], the fiscal year 2016 budget provides
more than $613 billion total for defense spending—higher than the
President’s budget request for the fiscal year.

The Defense Readiness and Modernization Fund provides the
mechanism for Congress to responsibly allocate in a deficit-neutral
way the resources the military needs to secure the safety and lib-
erty of U.S. citizens from threats at home and abroad. The Defense
Readiness and Modernization Fund will provide the Chairman of
the House Committee on the Budget the ability to increase alloca-
tions to support legislation that would provide for DOD warfighting
capabilities, modernization, training and maintenance associated
with combat readiness, activities to reach full auditability of DOD’s
financial statements, and/or implementation of military and com-
pensation reforms.

The legislative text includes a policy statement supporting Na-
tional Defense and the need to replace the defense discretionary se-
quester. Ultimately, this budget fully supports U.S. troops, both at
home and abroad, especially as the security environment becomes
increasingly dangerous, complex and unpredictable. It is now more
critical than ever to ensure the U.S. military has all the resources
it needs as it continues to engage in ever-evolving threats in the
Middle East and around the globe.

The resolution specifies $531.3 billion in budget authority and
$564.0 billion in outlays in fiscal year 2016, per current law (see
Function 050 in the summary tables). These amounts include fund-
ing to compensate, train, maintain, and equip the military forces
of the United States. More than 95 percent of the funding in this
function goes to Department of Defense military activities. The re-
mainder funds the atomic energy defense activities of the Depart-
ment of Energy, and other defense-related activities (primarily in
connection with homeland security).

Most defense funding comes through annually appropriated, or
“discretionary” spending, which in this resolution totals $523.1 bil-
lion in budget authority and $555.7 billion in outlays in fiscal year
2016. This 1s the established level provided for in the Budget Con-
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trol Act, as required by current law. Direct spending in 2016 for
this category—which includes allowances, offsetting receipts and
retirement payments—is $8.2 billion in budget authority and $8.3
billion in outlays in fiscal year 2016. The 10-year totals for budget
autlllority and outlays are $6.3 trillion and $6.2 trillion, respec-
tively.

Funding for the Department of Defense’s non-enduring activities
in Afghanistan and Iraq is carried in a separate function called
Global War on Terrorism and Related Activities/Overseas Contin-
gency Operations.

Illustrative Policy Options

Policy development in this area rests with the Committee on
Armed Services and the Appropriations Subcommittee on Defense.
They will develop the policies to maintain robust national defense
capabilities while responsibly managing taxpayer resources. Some
illustrative areas of particular concern include the following.

Military Compensation and Benefits. The current compensation
and benefits system for military personnel, retirees, and their fami-
lies is unsustainable. In fiscal year 2014, military pay and benefit
costs, including health care costs and retirement accrual payments,
represented approximately Aalf of the DOD budget25 and, accord-
ing to the Congressional Budget Office, these costs are expected to
rise. If personnel costs continue on the current trajectory, spending
on military personnel compensation and benefits will consume the
entire defense budget by 2039.26

This problem is compounded by the BCA spending caps running
through 2021. Under current law, if compensation costs continue to
grow as expected, they will inevitably crowd out critical defense
spending on readiness and procurement. Recognizing this serious
dilemma, the fiscal year 2013 National Defense Authorization
Act 27 established the Military Compensation and Retirement Mod-
ernization Commission [MCRMC] to conduct a comprehensive re-
view of military compensation and retirement systems and ulti-
mately make recommendations to: ensure the long-term viability of
the All-Volunteer Force; enable quality of life for military personnel
that fosters successful recruitment, retention, and careers; and
modernize and achieve fiscal sustainability for the compensation
and retirement systems.28 In January 2015, the MCRMC released
its final report including significant military retirement and health
care reforms. This budget encourages the committees of jurisdiction
to consider such reforms to sustain the long-term fiscal health of
these programs.

Force Structure. Even with proposed increases to the Depart-
ment’s budget, the President continues with significant reductions
to force structure, including cuts in the end strength of the Army
and Marine Corps, with the Army slated to be smaller than at any

25“Pay & Benefit Costs FY14 Chart,” Office of Secretary of Defense briefing to the House
Armed Services Committee staff, 5 February 2015.

26 Harrison, Todd. “Rebalancing Military Compensation: An Evidence-Based Approach,” Center
for Strategic and Budgetary Assessments, 12 July 2012.

27Public Law 112-239, as amended by the Fiscal Year 2014 National Defense Authorization
Act, Public Law 113-66.

28 Fiscal Year 2013 National Defense Authorization Act, Public Law 112-239, 2 January 2013.
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time since before World War II. While the ground component
should not continue to be sized for prolonged counterinsurgency op-
erations, the level of reductions contemplated by the President’s re-
quest entails significant risk in an environment that, as noted, is
extremely challenging and uncertain.

Any reductions in military end strength should be accompanied
by reductions in the civilian and contractor workforce, which has
ballooned in recent years and is now approximately the same size
as the active-duty military, a ratio that is out of balance. Reduc-
tions by the Secretary of Defense should focus on performance
fv‘vhile retaining vital functions that directly support the uniformed
orce.

The Modernization Challenge. A decade of war and years of de-
layed and failed acquisition programs have resulted in an impend-
ing need to simultaneously procure replacements for a range of
weapons systems in each of the services. For example, the services
have programs prepared to begin replacing during this budget win-
dow: (1) the air-superiority and strike-aircraft fleets of the Air
Force, Navy, and Marine Corps; (2) a substantial share of the
Navy’s surface combatants; and (3) the bomber and submarine legs
of the Nation’s nuclear-deterrent force. As investments are made to
equip, modernize and sustain the requirements of the armed serv-
ices, there is a need to ensure such investments extend to Reserve
and National Guard forces as well. These programs represent only
some of the more prominent defense capabilities that will make
claims on the defense-acquisition budget within the budget win-
dow.

Defense acquisition has consistently exceeded planned budgets.
In 2014, the Government Accountability Office [GAO] reported that
the total acquisition cost of DOD’s fiscal year 2013 portfolio of 80
programs grew by almost $13 billion, or about 1 percent, from the
previous year. The budget encourages a continued review to im-
prove the affordability of defense acquisition.

Improving Defense Efficiency. The Department of Defense, like
all government agencies, has a responsibility to the taxpayer to ef-
fectively manage the resources available to it.

The Department should continue to focus its spending on activi-
ties that directly strengthen U.S. military capabilities, instead of
compliance to arbitrary political goals, including greater renewable
energy utilization. The DOD is required to obtain 25 percent of its
electricity from renewable sources by 2025. The budget anticipates
this mandate is repealed to allow the Services the flexibility to de-
termine when and how renewable energy can be best used to meet
strategic military objectives.

The inability of the Defense Department to receive a clean audit
degrades the public’s confidence in the Department’s ability to ef-
fectively manage taxpayer resources. As GAO noted in its 2015
High Risk List, as “current budget constraints and fiscal pressures
continue, the reliability of DOD’s financial information and ability
to maintain effective accountability for its resources will be increas-
ingly important to the Federal Government’s ability to make sound
resource allocation decisions.” DOD anticipates full auditability by
the end of fiscal year 2017. The budget anticipates DOD’s full at-
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tention to meeting its auditability goals and continued Department
efforts to reduce waste and bureaucracy to effectively allocate exist-
ing resources.

INTERNATIONAL AFFAIRS

Function Summary

The international affairs budget is critical in advancing U.S.
strategic priorities and interests, especially those relating to eco-
nomic opportunities, national security, and American values. Since
2001, funding for the international affairs base budget (excluding
Global War on Terrorism/Overseas Contingency Operations fund-
ing) has increased by 45 percent, adjusting for inflation. Yet more
spending has not yielded better results. Duplicative programs, pro-
grams unrelated to vital U.S. national interests, and inefficiencies
are prevalent in the budget and should be addressed. This budget
resolution represents a thorough re-evaluation of accounts in this
category and prioritizes programs that are both integral to the core
mission and that effectively and efficiently achieve desired out-
comes.

For this budget category (Function 150 in the summary tables),
the budget resolution proposes a total of $38.3 billion in budget au-
thority and $42.9 billion in outlays for fiscal year 2016. This fund-
ing covers the following: international development, food security,
and humanitarian assistance; international security assistance; the
conduct of foreign affairs; foreign-information and exchange activi-
ties; and international financial programs. The primary agencies
responsible for executing these programs are the Departments of
Agriculture, State, and the Treasury; the U.S. Agency for Inter-
national Development [USAID]; and the Millennium Challenge
Corporation. Over 10 years the budget totals are $427.6 billion in
budget authority and $410.7 billion in outlays.

The majority of the funding is discretionary spending, which is
$38.9 billion in budget authority and $44.2 billion in outlays for fis-
cal year 2016. Direct spending in this function—totaling —$551
million in budget authority and —$1.3 billion in outlays for fiscal
year 2016—includes loan guarantee programs, payments to the
Foreign Service Retirement and Disability Fund, and foreign-mili-
tary sales programs. The negative figures reflect receipts from for-
eign-military sales and financing programs.

As with National Defense, funding for the State Department and
USAID’s incremental, non-enduring civilian activities in the front-
line states of the global war on terrorism is reflected in the Global
War on Terrorism and Related Activities/Overseas Contingency Op-
erations category.

Illustrative Discretionary Spending Policy Options

Committees of jurisdiction—the Committees on Foreign Affairs
and Agriculture, as well as the Appropriations Subcommittee on
State, Foreign Operations, and Related Programs—should continue
effective oversight of international affairs programs to ensure that
resources are used efficiently to achieve desired results that ulti-
mately support U.S. national interests. While the final policy
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choices will lie with the committees, some options worthy of consid-
eration might include the following.

Reform International Food Aid. One of the areas where the inter-
national affairs budget fails to use taxpayer dollars efficiently and
effectively is the U.S. international food aid program, including
Food for Peace (Public Law 480 Title II), which provides emergency
food assistance abroad and supports development programs in de-
veloping nations. Its failings result primarily from enduring pro-
gram constraints, including the cargo preference (which dictates at
least 50 percent of food aid must be shipped on U.S.-flagged ves-
sels). Other impediments include the requirement that 100 percent
of food commodities be produced in the U.S., and monetization re-
quirements, the practice of selling U.S. commodities on foreign
markets to fund development projects. Several bipartisan efforts
have called for reforming food aid programs. These include H.R.
1983, the Food Aid Reform Act sponsored by House Committee on
Foreign Affairs Chairman Edward R. Royce (R—-CA) and Represent-
ative Karen R. Bass (D-CA). Their measure would eliminate the
U.S.-only commodity requirement and allow USAID the flexibility
to purchase local and regional commodities (known as Local and
Regional Procurement, or LRP). According to the Foreign Affairs
Committee, the average savings for local and regional procurement
versus U.S. procurement and shipping is about 20 percent.2? In
2015 Senators Robert P. Corker (R-Tenn.) and Christopher A.
Coons (D-Del.) reintroduced the Food for Peace Reform Act, which
would eliminate monetization, allow for cost-effective procurement,
and provide shipping flexibility.

According to a 2011 Government Accountability Office report,
Funding Development Projects through the Purchase, Shipment,
and Sale of U.S. Commodities Is Inefficient and Can Cause Adverse
Market Impacts, the practice of monetization loses an average of 25
cents of every dollar spent on food aid. In recent budget requests,
the Obama Administration has also called for similar food aid re-
forms. The current food assistance program is not only a poor value
for the taxpayer dollar, but could also actually harm the people it
is trying to help, either by dumping U.S. products on local markets
or by taking too long to get food to people in need. This budget
therefore endorses the reforms highlighted above to get maximum
benefit out of every dollar spent on this program.

Reduce Funding for Broadcasting Board of Governors. This budg-
et calls for overhauling the governing structure and organization of
the Broadcasting Board of Governors [BBGI, with a reduction in
funds until such changes are made. The BBG, which became an
independent entity in 1998, is responsible for directing and over-
seeing all U.S. international broadcasting services, such as Voice of
America. BBG is mostly known for its programs that educate the
world on American culture, society, and governance, in addition to
promoting democratic principles such as human rights and reli-
gious freedom. While international broadcasts can be an effective
tool in executing America’s foreign policy objectives, the BBG fails

29“Food Aid Reform,” House Committee on Foreign Affairs, 2013, http:/
foreignaffairs.house.gov/sites/republicans.foreignaffairs.house.gov/files/06-11—
13%20F00d%20Aid%20Reform%20Fact%20Sheet%20PDF.pdf
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to efficiently implement its mission due to egregious mismanage-
ment, lack of accountability, and program overlap. According to
Foreign Affairs Committee Chairman Royce: “For many years, our
international broadcasting has been broken and ineffective.”30 In
July 2014, the House passed H.R. 4490, the United States Inter-
national Communications Reform Act of 2014, a bipartisan reform
bill that addresses these problems to improve the management and
effectiveness of BBG programs. In their fiscal year 2016 budget
Views and Estimates letter, the House Committee on Foreign Af-
fairs reiterates the critical need to reform the BBG: “Until the BBG
structure is reformed, higher funding levels would simply lead to
more wasteful spending and inefficient bureaucracy.”3! Con-
sequently, this budget supports a reduction in funding for the BBG
until significant reforms are made as to safeguard taxpayer dollars
from continued waste at the hands of governmental mismanage-
ment.

Eliminate Contributions to the Clean Technology Fund and the
Strategic Climate Fund. The Clean Technology and Strategic Cli-
mate Funds were created by the Obama Administration in 2010.
They provide foreign assistance to support energy-efficient tech-
nologies intended to reduce energy use and mitigate climate
change. Given the record-high levels of deficits, the explosive
growth in U.S. government debt, and the heavy reliance on foreign
financing, the Federal Government is borrowing funds abroad to
provide financial assistance in this area, which is not a core U.S.
foreign-policy function. In addition, the government should not at-
tempt to pick winners and losers in terms of which technologies
and companies to favor and advance abroad. Therefore, the budget
recommends eliminating both programs.

Reduce Education Exchange Programs. Function 150 includes
two education exchange accounts intended to encourage mutual un-
derstanding between Americans and citizens around the world
through scholarship and leadership programs: Educational and
Cultural Exchange Programs and the Open World Leadership Cen-
ter. Although their mission is laudable, exchange programs are a
non-essential component of the foreign-affairs budget and should be
reduced accordingly. When reduction decisions for these accounts
are made, the priority should go to programs that are in line with
U.S. strategic interests and that receive matching foreign-govern-
ment contributions, such as the Fulbright program.

Reduce Contributions to International Organizations and Pro-
grams. The United States makes voluntary contributions to several
multilateral organizations and programs. These contributions often
duplicate funding provided in the Contributions to International
Organizations [CIO] account, which provides funding for the obliga-
tory payments to international organizations with which the
United States has signed treaties. Further, United States contribu-

30House Committee on Foreign Affairs Press Release, “Chairman Royce Applauds House Pas-
sage of Legislation to Reform U.S. International Broadcasting,” 28 dJuly 2014, http:/
foreignaffairs.house.gov/press-release/chairman-royce-applauds-house-passage-legislation-reform-
us-international-broadcasting.

31 Letter to the House Committee on the Budget from the House Committee on Foreign Af-
fairs, 20 February 2015.
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tions to the United Nations Development Program [UNDP], which
has been flagged by the Special Inspector General for Afghanistan
Reconstruction [SIGAR] as problematic, flow through this account.
According to SIGAR, UNDP’s oversight and management of the
Law and Order Trust Fund for Afghanistan, to which the United
States and other donors have contributed more than $3 billion
since 2002, is weak,32 making taxpayer dollars susceptible to fraud,
waste, and abuse. Although this budget fully funds the CIO ac-
count, it does not support voluntary contributions for the Inter-
national Organizations and Programs account, including contribu-
tions to the UNDP.

Eliminate Funding for Peripheral Foreign-Affairs Institutions.
The United States funds multiple independent agencies and quasi-
private institutions through the foreign-affairs budget. Included in
this list are the Inter-American Foundation, the African Develop-
ment Foundation, the East-West Center, and the Asia Foundation.
These institutions all engage in activities that overlap the State
Department and USAID activities. Consolidating and eliminating
funding for multiple institutions that perform similar tasks will
make U.S. engagement with the world more efficient and cost-effec-
tive. Further, some of these organizations already receive private
funding and could continue on with non-government funds.

Task MCC as Lead Agency on Foreign-Development Assistance.
The United States has two primary foreign-development assistance
programs: USAID’s Development Assistance program and the Mil-
lennium Challenge Corporation [MCC]. Funding for foreign aid and
helping other nations rise toward prosperity keep the United
States safe and strengthens the economy by establishing new trad-
ing partners and markets. Such development assistance is worth-
while, however, only if it produces results for the aid recipients.

America’s experience with having two development-assistance
programs has shown that MCC’s model has been more effective in
achieving results. MCC’s emphasis on outcomes rather than inputs
should be the foundation of all U.S. development-assistance pro-
grams. Other elements of MCC’s model that should be extended
throughout U.S. development-assistance programs include:

e Strict requirements on recipient countries to prove strong com-
mitments to good governance, economic freedom, and invest-
ment in their citizens in order to be considered for aid.

e A willingness of the U.S. government to terminate assistance
if an aid recipient starts to fail on these critical commitments.

e Country ownership, which requires the country to plan its own
aid projects and lead implementation.

e Strict timelines for aid projects.

These principles are critical to ensuring the long-term sustain-
ability of projects once U.S. assistance concludes. Further, MCC’s
model is resulting in the “MCC Effect,” in which countries are inde-
pendently making reforms in favor of good governance, economic

32 Letter from John F. Sopko, Special Inspector General for Afghanistan Reconstruction, to
Helen Clark, UNDP Administrator, September 12, 2014, http:/www.sigar.mil/pdf/
special%20projects/SIGAR-14-98-SP.pdf.
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freedom, and other MCC requirements, to qualify for a compact.
For example, in July 2007 the MCC signed a compact with Lesotho
only after the country passed the Legal Capacity of Married Per-
sons Act in 2006 that ensured married women, who had previously
been legally categorized as minors, were granted basic economic, fi-
nancial, and social rights.23 In 2010, USAID announced a reform
agenda, USAID Forward, and claims to be in the process of adopt-
ing more accountable policy standards, country ownership, and
timetables. Although some changes have been made to the agency’s
practices, success continues to remain elusive. MCC’s model is
more effective and efficient in delivering foreign aid. It also gen-
erates the most benefits for the taxpayer dollar. For these reasons,
this budget proposes MCC to be the lead agency on foreign-develop-
ment assistance.

International Religious Freedom. The United States should pro-
mote freedom of religion or belief around the world, given the im-
portance of religious freedom to human rights, economic develop-
ment, stability, and democracy. The independent U.S. Commission
on International Religious Freedom [USCIRF] has provided impor-
tant oversight and recommendations in this regard, including re-
directing and conditioning aid. It calls for budget justifications to
take into account the findings and recommendations of USCIRF.
Additionally, the Office of International Religious Freedom con-
tinues to serve as an important voice on these issues in the State
Department and should be supported.

THE GLOBAL WAR ON TERRORISM AND RELATED
ACTIVITIES/OVERSEAS CONTINGENCY OPERATIONS

Function Summary

This function reflects non-enduring funding for the execution of
Global War on Terrorism and other closely related activities, also
known as Overseas Contingency Operations. The funding is en-
tirely discretionary, with no direct spending components.

This resolution calls for $94.0 billion in budget authority and
$44.3 billion in new outlays in fiscal year 2016 (shown in Function
970 in the summary tables). This function provides funding for De-
partment of Defense military operations and for the incremental ci-
vilian activities in Afghanistan, Pakistan, and Iraq led by the De-
partment of State and the U.S. Agency for International Develop-
ment [USAID].

Policy Assumptions

Defense Activities. Russian aggression and the growing threats of
the Islamic State of Iraq and the Levant in the Middle East shape
the parameters of an increasingly complex and challenging security
environment. Secretary of Defense Ashton B. Carter announced a
review to consider slowing down the planned drawdown of U.S.
troops in the Middle East. This resolution assumes $90.0 billion as
a placeholder estimate of the budgetary resources necessary to ful-

33 Millennium Challenge Corporation, “One Step Closer to Achieving Gender Equality in Leso-
tho,” 2013, https://www.mcc.gov/pages/press/story/story-one-step-closer-to-achieving-gender-
equality-in-lesotho.
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fill the Department of Defense’s war policy, with final decisions
still pending assessment.

Combined with the base resources for National Defense, the fis-
cal year 2016 budget provides more than $613 billion in total de-
fense spending. The House budget resolution provides for higher
total defense resources than the President’s request in fiscal year
21016, the President’s 5-year plan and the President’s 10-year lev-
els.

Civilian Activities. This function also includes $4.0 billion as a
placeholder funding estimate for the activities of civilian agencies—
primarily the State Department and the USAID—as part of the in-
tegrated civil-military strategy for securing American objectives in
the frontline states.

Funding provided in this budget, if enacted, will occur 15 years
after the 9/11 terrorist attacks on the United States, which trig-
gered wars in Afghanistan and Iraq. Consistent with the adminis-
tration’s plan, this budget supports phasing out the Global War on
Terrorism and Related Activites/Overseas Contingency Operations
designation for these programs and assumes a transition to base
budget funds of any continuing aid in future years.

In fiscal year 2015, Senate Democrats designated base require-
ments in the State, Foreign Operations, and Related Programs ap-
propriations bill as war funding to provide additional funding for
non-defense discretionary programs under the spending cap. As
part of a review of base requirements in cap adjusted funds, the
House Budget Committee will direct the Government Account-
ability Office to conduct an extensive review of all cap adjusted ac-
tivities.

VETERANS BENEFITS AND SERVICES

Function Summary

For years, bureaucratic mismanagement and continuous failure
to provide veterans timely access to health care and benefits have
plagued the Department of Veterans Affairs [VA]. In 2015, for the
first time ever, VA health care was added to the High-Risk List of
the Government Accountability Office [GAO]. According to GAO,
“these risks to the timeliness, cost-effectiveness, quality, and safety
of veterans’ health care, along with other persistent weaknesses we
have identified in recent years, raise serious concerns about VA’s
management and oversight of its health care system.”34 Manage-
ment failures of the agency peaked when, in 2014, reports starting
breaking across the Nation that VA medical centers were manipu-
lating wait-list documents to hide long delays veterans faced before
receiving health care. The VA hospital scandal led to the imme-
diate resignation of then-Secretary of Veterans Affairs Eric K.
Shinseki. In response to the scandal, the House Committee on Vet-
erans’ Affairs held several oversight hearings and ultimately en-
acted the Veterans Access, Choice, and Accountability Act of 2014
[VACAA]35 to address these problems. VACAA provided $15 billion
in emergency resources to fund internal health care needs within

34 Government Accountability Office, High-Risk Series: An Update, February 2015.
35Public Law 113-146
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the department and provided veterans enhanced access to private-
sector health care under the new Veterans Choice Program.

In its fiscal year 2016 budget, the President requests an increase
of approximately $5 billion, or about 8 percent, above last year’s
levels for VA’s discretionary budget, primarily for health care pur-
poses. The justification for this request is inadequate. According to
the bipartisan House Committee on Veterans’ Affair fiscal year
2016 budget Views and Estimates letter, the Committee’s “under-
standing of VA’s budget submission and resource needs is incom-
plete.” 36 While the Veterans Affairs Committee supports the Presi-
dent’s request at this time, they maintain “the right to modify
these views as more information becomes available.” 37

As Congress continues to operate under discretionary spending
caps pursuant to the Budget Control Act of 2011, all agency budget
submissions should receive congressional scrutiny to ensure that
every taxpayer dollar requested is thoroughly justified and used ef-
fectively and efficiently. Exposing funds to mismanagement is not
an option during times of fiscal restraint. Moreover, continuing to
throw more money at a dysfunctional agency that refuses to be
transparent and accountable, without significant reforms, is a dis-
service to all veterans who should be America’s top priority.

The Budget Committee will continue to closely monitor the VA’s
progress to ensure resources provided by Congress are sufficient
and efficiently used to provide benefits and services to veterans.

Funding for these activities is reflected in the Veterans Benefits
and Services category (Function 700 in the summary tables). It in-
cludes resources for the Department of Veterans Affairs, which pro-
vides benefits to veterans, their families, and survivors who meet
various eligibility rules. Benefit programs include veterans’ medical
care, disability compensation and pensions, education and rehabili-
tation benefits, and housing programs. While the vast majority of
this function funds the VA, this category also includes other gov-
ernment agencies and programs that serve veterans, such as the
Department of Labor’s Veterans’ Employment and Training Serv-
ice, the United States Court of Appeals for Veterans Claims, and
the American Battle Monuments Commission.

The resolution calls for $166.7 billion in budget authority and
$170.1 billion in outlays in fiscal year 2016 for Veterans benefits
and services. Discretionary spending is $68.6 billion in budget au-
thority and $68.3 billion in outlays in fiscal year 2016. This spend-
ing level reflects the Congressional Budget Office’s estimate of vet-
erans discretionary programs needs for fiscal year 2016 and is a
five percent increase above last year’s level. Direct spending in
2016 is $98.1 billion in budget authority and $101.8 billion in out-
lays. The 10-year totals for budget authority and outlays are $1.8
trillion and $1.8 trillion respectively.

Consistent with the administration’s request, this resolution ac-
commodates up to $63.3 billion for fiscal year 2017 in discretionary
advance appropriations for medical care, consistent with the Vet-
erans Health Care Budget and Reform Transparency Act of 2009.

36 Committee on Veterans’ Affairs, Fiscal Year 2016 Views and Estimates, 20 February 2015.
37Ibid.
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Pursuant to the bipartisan House Committee on Veterans’ Af-
fairs Views and Estimates letter, this budget calls for “modest sav-
ings proposals that have advanced out of the Committee on a bi-
partisan basis in past times of severe fiscal constraint.”3® An ex-
ample might be extending the cost-of-living adjustment [COLA]
provision that would round down the annual growth in this tax-free
benefit to the nearest whole dollar. This minor change has been in-
cluded in several of President Obama’s budget proposals, including
the administration’s request for fiscal year 2016. It was also in-
cluded as a recommendation in the bipartisan House and Senate
Veterans’ Affairs Committees’ letter to the Joint Select Committee
on Deficit Reduction in 2011.

ADMINISTRATION OF JUSTICE

Function Summary

With the risk of terrorism as well as a tidal wave of debt, Fed-
eral taxpayer money for the Departments of Justice and Homeland
Security should be focused on administering justice, arresting and
prosecuting terrorists, investigating crimes, and seeking punish-
ment for those guilty of unlawful behavior. Local law enforcement
is the responsibility of the States and communities, and they
should determine the best course of action in deterring crime. The
reauthorization of the Department of Homeland Security, the first
since the Department’s creation in 2002, should be a top priority
in the 114th Congress. The Department needs clear guidance from
Congress in facing the Nation’s continuing security threats. This
budget provides $52.2 billion in total budget authority and $56.1
billion in outlays focused on core Federal Government responsibil-
ities and reducing duplication, excess, and unnecessary spending.

According to the Government Accountability Office [GAO], from
fiscal year 2005 through 2011, more than $30 billion was disbursed
to more than 200 Department of Justice programs authorized
through three sources: Community Oriented Policing Services, the
Office of Justice Programs, and the Office on Violence Against
Women.32 The GAO has determined that many of these grants
were awarded without consideration of overlap or duplication with
other grant programs, leading to significant waste.

The principal activities of the Administration of Justice category
(Function 750 in the summary tables) include Federal law-enforce-
ment programs, litigation and judicial activities, correctional oper-
ations, and border security. It includes most of the Department of
Justice [DOJ] and several components of the Department of Home-
land Security [DHS]. Other agencies funded here include Federal
Bureau of Investigation; the Drug Enforcement Administration; the
Bureau of Alcohol, Tobacco, Firearms and Explosives; the United
States Attorneys; legal divisions within the Department of Justice;
the Legal Services Corporation; the Federal Judiciary; and the Fed-
eral Bureau of Prisons.

The vast majority of this category’s funding is discretionary, pro-
vided by the Appropriations Subcommittees on Commerce, Justice,

38 Ibid.
39 Government Accountability Office, 2012 Annual Report: Opportunities to Reduce Duplica-
tion, Overlap and Fragmentation, Achieve Savings, and Enhance Revenue, February 2012.
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Science and Related Activities, and Homeland Security. The Com-
mittee on the Judiciary and the Committee on Homeland Security
have the main authorizing duties for this category. The resolution
calls for $51 billion in discretionary budget authority and $51.3 bil-
lion in outlays for fiscal year 2016. The small amount of direct
spending in the category—which funds certain immigration activi-
ties, the Crime Victims Fund, the Assets Forfeiture Fund, and the
Treasury Forfeiture Fund among other functions—totals $1.1 bil-
lion in budget authority and $4.7 billion in outlays. The 10-year
overall totals for the function are $602.1 billion in budget authority
and $606.3 billion in outlays.

Illustrative Policy Options

In developing policies to meet their budget targets, the commit-
tees of jurisdiction cited above should give priority to those activi-
ties that are most essential for the Federal Government in this
area. This does not necessarily require more funding in each area.
It simply means addressing those Federal responsibilities first. The
proposals below indicate policy options that might be considered.

DISCRETIONARY SPENDING

Consolidate Justice Grants. In 2010, DOJ awarded nearly $3.9
billion in grants, including $4.0 billion provided in the 2009 stim-
ulus bill. The Congressional Research Service and GAO have iden-
tified overlap and duplication within many of these grant pro-
grams, and it is clear that they address law-enforcement issues
that are primarily State and local responsibilities. This option
streamlines grants into three categories—first responder, law en-
forcement, and victims—while eliminating waste, inefficiency, and
bureaucracy.

Eliminate Unnecessary Headquarters Funding for DHS, DO,
and Judiciary. Underperforming information technology projects,
representational fees for receptions, and new construction funds
should be reduced in agency headquarters’ management and oper-
ations programs. The budget recommends additional scrutiny of
cost overruns of DHS’s St. Elizabeth’s project, the largest Federal
building project in the District of Columbia since the Pentagon. Ad-
ditionally, no funding shall be provided for the Office of Public Ad-
vocate, or any similar or successor position, in Immigration and
Customs Enforcement.

Eliminate the Legal Services Corporation. It is the duty of State
and local governments to provide legal services to those individuals
unable to provide it for themselves. Local jurisdictions are more in
tune to their citizens’ needs and can provide more responsive serv-
ice than the Federal Government. Critics have argued that despite
restrictions already in place upon the Legal Services Corporation,
their activities too often focus on social activist causes rather than
advocating for those needing legal help the most.

DIRECT SPENDING

Extend Customs User Fees. Continuing the policy of the Emer-
gency Unemployment Compensation Extension Act of 2014, the



66

budget assumes the Bureau of Customs and Border Protection con-
tinues to collect customs user fees through 2025. With the passage
of the Emergency Unemployment Compensation Extension Act of
2014, authority to collect these fees expires in 2024.

GENERAL GOVERNMENT

Function Summary

A government that seeks greater efficiency in its programs
should demand no less from its own operations. Yet many activities
funded through the General Government category (Function 800 in
the summary tables) have seen steady growth since 2008. Spending
in this function has increased by roughly 30 percent since fiscal
year 2007.

This category mainly provides funding for the Legislative and
Executive Branches of the Federal Government. On the legislative
side, these funds will support the operations of Congress, including
the Congressional Budget Office, the Library of Congress, and the
Government Accountability Office. In the executive branch, the cat-
egory finances the Executive Office of the President; general tax
administration and fiscal operations of the Department of the
Treasury (including the Internal Revenue Service); the Office of
Personnel Management; the real-property and personnel costs of
the General Services Administration; general-purpose fiscal assist-
ance to States, localities, the District of Columbia, and U.S. terri-
tories; and other general government activities.

Most of this funding will come through annual appropriations
(discretionary spending), which in fiscal year 2016 totals $16.7 bil-
lion in budget authority and $16.7 billion in outlays. Budget au-
thority for direct spending in this area will total $6.9 billion, with
$6.9 billion in accompanying outlays. Over 10 years, the budget an-
ticipates $244.2 billion in total budget authority and $244.7 billion
in outlays.

Illustrative Discretionary Spending Policy Options

The resolution aims to eliminate identified waste across all Fed-
eral Government branches and agencies. Funding for Federal oper-
ations and mismanagement of properties are just a few areas
where savings should be achieved. These are the kinds of practical
guidelines the committees of jurisdiction might apply in developing
policies that might achieve these aims. This resolution also urges
the Office of Management and Budget and relevant agencies to
make the implementation of the data aggregation and transparency
initiatives in the Digital Accountability and Transparency Act a top
priority.

Some options worthy of consideration are described below.

Decrease Costs of the Government Printing Office [GPO] by In-
creasing the Use of Electronic Copies. The GPO prints thousands of
pages of government documents each year—most of which have
gained a ubiquitous online presence. This resolution supports
greater selectivity in the material GPO prints, allowing users to
rely more heavily on increased electronic access to materials.
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Terminate the Election Assistance Commission. This independent
agency was created in 2002 as part of the Help America Vote Act
to provide grants to States to modernize voting equipment. Its mis-
sion has been fulfilled. The National Association of Secretaries of
State, the association of State officials responsible for admin-
istering elections, has passed resolutions stating the EAC has
served its purpose, and funding is no longer necessary. The EAC
should be eliminated and any valuable, residual functions trans-
ferred to the Federal Election Commission.

Accompany Pro-Growth Tax Reform with Responsible Reductions
to the Internal Revenue Service. The Internal Revenue Service [IRS]
has more than 90,000 employees and spends in excess of $11 billion
annually. Additionally, the Internal Revenue Code now contains
approximately four million words, and each year taxpayers and
businesses spend more than 6 billion hours complying with filing
requirements.4® The ongoing investigation related to the IRS tar-
geting American citizens demonstrates that the massive budget has
not resulted in the IRS serving taxpayers better; rather, it has cre-
ated a bloated bureaucracy with space for inefficiency and abuse.

The President’s budget makes the tax code more complex and
proposes to increase the IRS budget. This resolution calls for sim-
plifying the burdensome tax code through tax reform (see the “Rev-
enue and Tax Reform” section of this report), naturally reducing
the agency’s size by promoting policies that lead to less reliance on
the IRS. As outlined in a 2012 GAO report, simplifying the tax
code may reduce accidental errors in tax filing and improve volun-
tarily compliance.41 A simplified tax code would have the dual ben-
efits of reducing both the time taxpayers devote to complying with
an overly complex code and the taxpayer dollars needed to admin-
ister and enforce it.

Scale Back Funding to the Legislative and Executive Branches.
This budget aims to scale back government where it has expanded
needlessly or beyond its proper role. That includes within govern-
ment operations and offices themselves. The resolution rec-
ommends treating the Legislative and Executive branch appropria-
tions no differently than the other Federal agencies and programs,
and scaling back costs where possible.

GOVERNMENT-WIDE POLICY

Function Summary

This category includes various policies that produce government-
wide savings in multiple categories rather than in a single, specific
budget function. The resolution calls for spending of $27.5 billion
and $18.4 billion in budget authority and outlays, respectively, in
fiscal year 2016. The 10-year totals for budget authority and outlay
savings are — $496.9 billion and — $418.2 billion, respectively. (The
figures appear in Function 930 in the summary tables.) As is true
elsewhere, specific policies will be determined by the appropriate
committees of jurisdiction.

40 National Taxpayer Advocate, “2013 Annual Report to Congress,” December 2013.
41GAO, “Opportunities to Improve the Taxpayer Experience and Voluntary Compliance,” April
2012.
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Illustrative Policy Options
DISCRETIONARY SPENDING

The total base discretionary budget authority for fiscal year 2016
assumed in the resolution is $1.016 trillion—the same level re-
quired by the discretionary spending caps within the Budget Con-
trol Act [BCA] and the automatic enforcement procedures estab-
lished by that law. The resolution offers approximately $31.4 bil-
lion in fiscal year 2016 non-defense discretionary savings in several
budget functions should Congress choose to enact additional deficit
reduction that year. Because these additional savings would cause
the resolution to display a lower total base discretionary level than
contemplated by the BCA, $31.4 billion in non-defense discre-
tionary spending is added back to Function 930 to make the total
budget-resolution base discretionary level match the amount speci-
fied in the BCA.

Over the 10-year budget window, the resolution assumes $392.6
billion in savings beyond what is contemplated in the BCA. Much
of these assumed savings can be accomplished by the illustrative
policy options presented in the various budget function summaries
in this report. Additional illustrative options to achieve further dis-
cretionary savings are presented below.

Federal-Employee Attrition. The budget includes discretionary
savings by assuming a 10-percent reduction in certain agencies of
the Federal civilian workforce through attrition, whereby the ad-
ministration would be permitted to hire one employee for every
three who leave government service. National-security positions
would be subject to exemption. This could save up to $59 billion
over 10 years.

Reform Civil Service Pensions. The policy described in the Income
Security section of this report would increase the share of Federal
retirement benefits funded by the employee. This policy has the ef-
fect of reducing the personnel costs for the employing agency. The
budget assumes savings from a reduction in agency appropriations
associated with the reduction in payments that agencies make into
the Civil Service Retirement and Disability Fund for Federal em-
ployee retirement.

DIRECT SPENDING

Reduce Improper Payments/Program Integrity. This budget calls
for program integrity savings by assuming that Continuing Dis-
ability Reviews [CDRs] and Supplemental Security Income Rede-
terminations are fully funded and that additional steps are taken
to reduce improper payments in the Medicare, Medicaid, Unem-
ployment Insurance programs, the Earned Income Tax Credit, and
other programs. By ensuring that all benefits are targeted toward
the appropriate households, this budget will reduce fraud and im-
proper payments in these programs. This could save up to $33 bil-
lion over 10 years—about the same amount identified in the Presi-
dent’s budget.

Align the G-Fund Investment Return with an Appropriate Risk
Profile. The resolution assumes savings by correctly aligning the
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rate of return on U.S. Treasury securities within the Federal Em-
ployee Retirement System’s Thrift Savings Plan with its invest-
ment risk profile. Securities within the G-Fund are not subject to
risk of default. Payment of principal and interest is guaranteed by
the U.S. Government. Yet the interest rate paid is equivalent to a
long-term bond. As a result, those who participate in the G Fund
are rewarded with a long-term rate on what is essentially a short-
term security. This could save up to $32 billion over 10 years.

Assume Savings in Budget Control Act Continue. The BCA estab-
lished an automatic enforcement mechanism—commonly known as
a sequester—to ensure a promised level of savings from that law
was actually realized. These savings were first implemented in
2013 and are scheduled to last through 2024. The resolution pro-
poses to extend the savings created by the BCA for an additional
year, although the budget calls on Congress to replace the auto-
matic sequester with specific, targeted reforms.






Domestic Priorities

The budget resolution provides funding for a range of priority ac-
tivities and services that are domestic in nature. Although all of
them are of national importance—that is why they appear in the
Federal budget in the first place—they bear a special connection to
the States and localities that constitute the Nation, as well as the
vast array of non-government institutions throughout the country.
K-12 education, for instance, is a quintessentially local priority.
Because most Americans do most of their traveling in or near their
own communities, their own roads and bridges are a fundamental
local concern. Health care is provided mainly through local hos-
pitals and private physicians. All these activities, and many others,
would exist even if there were no Federal Government. Washington
did not create them; States and localities and the private sector
did. These are also the main sources of the initiative and creativity
that drives these domestically centered arrangements. The concept
of federalism on which America was founded recognizes that fact,
and encourages the diversity of approaches best furnished by layers
of government or non-government institutions closer to the people
served. In grouping these activities together, the discussion below
seeks to encourage greater flexibility for States and localities and
the private sector to find new, better, and more efficient ways to
provide these services. While the Federal Government can help in
these areas, its role should be to support, not to dominate.

The activities presented here are mainly the discretionary spend-
ing components in Function 250 through 650 in the conventional
budget format. In two areas, however—Energy (Function 270) and
Transportation (Function 400)—both the discretionary and direct
spending components are presented. This is because in these two
categ(()iries, discretionary and direct spending are uniquely inter-
twined.

GENERAL SCIENCE, SPACE, AND TECHNOLOGY

Function Summary: Discretionary Spending

The largest component of this category—about half of total
spending—is for the space-flight, research, and supporting activi-
ties of the National Aeronautics and Space Administration [NASA].
The function also contains general science funding, including the
budgets for the National Science Foundation [NSF] and the De-
partment of Energy’s Office of Science.

The budget resolution reduces excess and unnecessary spending,
while supporting core government responsibilities. The resolution
preserves basic research, providing stable funding for NSF to con-
duct its authorized activities in science, space and technology basic
research, development, and science, technology, engineering, and

(71)
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math [STEM] education while shifting the focus back to basic re-
search. The budget provides continued support for NASA and rec-
ognizes the vital strategic importance of the United States remain-
ing the pre-eminent space-faring Nation. This budget aligns fund-
ing in accordance with the NASA core principles to support robust
space capability, to allow for exploration beyond low Earth orbit,
and to support the Nation’s scientific and educational base.

The vast majority of this category’s funding is discretionary, pro-
vided by the House Committee on Science, Space, and Technology
and the Appropriations Subcommittee on Commerce, Justice,
Science and Related Activities. The resolution calls for $28.3 billion
in discretionary budget authority and $28.9 billion in outlays in fis-
cal year 2016.The 10-year totals for budget authority and outlays
are $312.1 billion and $308.2 billion, respectively.

Illustrative Discretionary Spending Policy Options

The committees of jurisdiction will determine policies to align
with the spending levels in the resolution. The options below are
offered as 1illustrations of the kinds of proposals that can help meet
the budget’s fiscal guidelines.

Restore Core Government Responsibilities. In fiscal year 2015, an
enacted level of $64.8 billion dollars was dedicated to research gov-
ernment-wide. More than half of that was dedicated to applied re-
search. The unique role of the Federal Government is in supporting
basic research, and funding should be distributed accordingly. For
example, spending for the Department of Energy’s Office of Science
includes some areas, such as biological and environmental re-
search, that could potentially crowd out private investment. In ad-
dition, the National Science Foundation has been criticized in the
past for grants financing studies such as teaching mountain lions
to use a treadmill, the creation of a new communication network
for fossil enthusiasts, and a study on perceived gender bias on
Wikipedia. The resolution’s levels support preserving the Federal
scientific community’s original role as a venue for groundbreaking
discoveries and a driver of innovation and economic growth, while
responsibly paring back applied and commercial research and de-
velopment.

Reduce Expenses for the Department of Homeland Security’s Di-
rectorate of Science and Technology. The committee recommends re-
ductions in management and administrative expenses for the De-
partment of Homeland Security’s Directorate of Science and Tech-
nology, while shifting funding resources to frontline missions and
capabilities.

ENERGY

Function Summary

The Obama Administration incorrectly believes that climate
change is a greater threat to Americans than terrorism,*2 which
may be why the administration wastes billions of taxpayer dollars

42Brian Hughes, “Josh Earnest: Climate Change a greater threat to Americans than ter-
rorism,” NewsFeeding.Net, 10 February 2015.
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annually subsidizing green energy projects. According to the Con-
gressional Budget Office’s fiscal year 2016 baseline, the administra-
tion is expected to spend more than $4.2 billion on energy con-
servation efforts and research, development and commercialization
of low or zero carbon energy sources.*3

Just as troubling as the administration’s wasteful subsidization
of green energy projects is the President’s recent veto of bipartisan
legislation to develop the Keystone XL pipeline. This legislation
would expand existing pipeline that runs from the Western Cana-
dian Sedimentary Basin through the southern United States to
provide more economically efficient transportation of oil. A January
2014 report prepared by the U.S. Department of State concluded
that a total of 42,100 jobs throughout the United States would be
supported by the construction of the proposed pipeline.

Meanwhile, from 2009 to 2013, The White House provided more
than $67 billion in subsidies to green energy companies through
tax credits and loan guarantees alone.4* Despite the excessive sub-
sidies, solar power and wind energy combined only grew from 0.9
percent to 2 percent of domestic energy consumption over the same
time period.45

Many of the administration’s loan-guarantee projects have failed:
Abound Solar, which received $400 million in loan guarantees, was
cited by the Colorado Department of Public Health and Environ-
ment for hazardous waste left from its failed solar panels.46 An-
other grant recipient, A123, was given permission to hand out as
much as $3.7 million in bonuses to top executives as a part of its
bankruptcy proceedings.4? This is particularly problematic, because
unlike the private sector where the company would eventually be
required to account to its investors for these payouts, taxpayers
have no way of holding the Federal Government accountable for
each investment.

None of this is to say that the search for newer technologies and
low-carbon sources of energy is without merit—only that these ac-
tivities are best suited for the private sector. This administration
prefers to pick winners and losers in the market, which crowds out
disfavored energy sources even if they are more reliable and come
at significantly lower costs. The President was so concerned about
low cost energy pushing consumers away from his preferred, more
expensive options that he named Steven Chu as his first Secretary
of energy less than a year after Chu said: “[slomehow we have to
figure out how to boost the price of gasoline to the levels in Eu-
rope.” 48

After 6 years, the verdict is in: increased oil and natural gas pro-
duction by private sector companies on private land has made the
U.S. the world’s number one energy producer, while at least $67

43 Budget run of CBO’s FY 2016 Baseline.

44Terry M. Dinan, “CBO Testifies on Federal Financial Support for Fuels and Energy Tech-
nologies,” Congressional Budget Office, 13 March 2013.

45Energy Information Administration, “Primary Energy Consumption by Source.” http://
www.eia.gov/totalenergy/data/monthly/pdf/secl 7.pdf.

46 Sandoval, Michael, “Bankrupt Abound Solar to Bury Unused Solar Panels in Cement,” The
Heritage Foundation, 26 February 2013.

47Paul Chesser, “A123’s Executives Get Their Richly Undeserved Bonuses,” National Legal
and Policy Center, 13 November 2012.

48 Neil King Jr. and Stephen Power, “Times Tough for Energy Overhaul,” The Wall Street
Journal, 12 December 2008.
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billion of taxpayer money later, the Nation is no closer to cost-effec-
tive zero carbon energy. Technological breakthroughs will continue
to occur, such as the combination of horizontal drilling and hydrau-
lic fracturing in the mid-2000s, but the Federal Government must
resist the temptation to intervene at taxpayers’ expense.

Discretionary spending in this category includes some of the ci-
vilian energy and environmental programs of the Department of
Energy [DOE]. It also includes funding for the basic operations of
the Nuclear Regulatory Commission. A large majority of the DOE
discretionary budget is allocated to commercial and applied re-
search and development [R&D] for new energy technologies—activi-
ties that are better left to the private sector. It also includes Elec-
tricity Delivery and Energy Reliability, as well as operations and
maintenance accounts for some of DOE’s direct spending programs,
like the Power Marketing Administrations.

According the National Science Foundation [NSF], private sector
companies in the U.S. spent more than $302 billion on R&D in
2012. While these efforts focus on more than just energy, detailed
NSF surveys indicate that funding for more efficient fuel consump-
tion, electric vehicles, energy efficiency, and fossil fuel R&D total
billions of dollars of private sector capital per year. As a result,
DOFE’s research and development should focus solely on break-
through innovations. This is the principal aim of the budget resolu-
tion’s $2.1 billion in fiscal year 2016 budget authority. Related out-
lays are and $2.4 billion.

Direct spending in this category includes the remaining civilian
energy and environmental programs of the DOE. It also includes
the Rural Utilities Service of the Department of Agriculture, the
Tennessee Valley Authority [TVA], and the Federal Energy Regu-
latory Commission. (It does not include DOFE’s national security ac-
tivities—the National Nuclear Security Administration—which are
in Function 050, or its basic research and science activities, which
are in Function 250.)

For fiscal year 2016, the budget resolution provides $2.1 billion
in discretionary budget authority, with $2.4 billion in related out-
lays (shown in Table 2, Function 270). Direct spending figures
(shown in Table 3, Function 270) are —$5.6 billion in budget au-
thority and —$1.8 billion in outlays. The negative balances reflect
the incoming repayment of loans and receipts from the sale of elec-
tricity produced by Federal entities, which are accounted for as
“negative spending,” as well as rescissions of unobligated balances
in green energy loan programs. Over 10 years, the resolution pro-
vides discretionary budget authority of $23.2 billion and $24.4 bil-
lion in outlays. Ten-year totals for direct spending are —$17.3 bil-
lion in budget authority and —$19.7 billion in outlays.

Illustrative Discretionary Spending Policy Options

In the House, discretionary spending energy programs (Function
270 in Table 2) fall under the jurisdiction of the Committee on En-
ergy and Commerce. Funding for these programs comes from the
Appropriations Subcommittees on Energy and Water Development,
and Related Agencies, and Interior, Environment, and Related
Agencies. They will determine specific policy options to meet the
budget’s fiscal guidelines.
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A central aim of their policies should be to ensure that private
sector capital is not crowded out by government overreach and bu-
reaucratic waste. They should also protect taxpayers from poor gov-
ernment decision-making that wastes Federal dollars and increases
energy prices. Finally, streamlining R&D activities across the De-
partment of Energy will increase efficiency and consolidate oper-
ations, leading to reduced costs. The following illustration reflects
this approach.

Reduce Funding for Commercial Research and Development. The
resolution supports maintaining current funding levels for basic
R&D activities within the DOE, while significantly reducing fund-
ing for applied R&D. Focusing on basic R&D will allow DOE to
zero in on cutting edge discoveries that may lead to major improve-
ments in the society, such as the internet, while leaving research
on the application and commercialization of new technologies to the
private sector.

Illustrative Direct Spending Policy Options

In the process of transforming policy in this area, the Committee
on Energy and Commerce can be guided in part by seeking to re-
verse the damage caused by the excesses of the administration’s
energy policies. They can also evaluate each program’s merit by
asking a simple question: If this program did not exist, would there
be a private sector industry or entity that would fund similar ac-
tivities? If the answer is “yes,” the program should be viewed as
ripe for reform, or even elimination. The options below indicate
some possible directions.

Rescind Unobligated Balances from Stimulus Green Energy Pro-
grams. The budget recommends rescinding unobligated balances in
DOEFE'’s loan portfolio. Since 2009, these programs have spawned nu-
merous failures, such as Solyndra and Abound Solar. The govern-
ment cannot undo the harm that has been done or reclaim tax-
payer dollars from failed entities, but it can reclaim all of the
spending authority the administration has not yet obligated to en-
sure that taxpayers are not exposed to further risk for renewable-
energy projects that would not otherwise be market-viable.

Rescind Funding for Biomass Research & Development. The Bio-
mass Research and Development program is a joint initiative of
Department of Agriculture and DOE, intended to “carry out re-
search on and development and demonstration of (A) biofuels and
biobased products; and (B) the methods, practices, and tech-
nologies, for the production of biofuels and biobased products.” 4°

Unreasonable mandates in the Renewable Fuel Standard have
already forced private sector gasoline refiners and importers to
spend billions of dollars of their own money to assist uneconomic
biofuels in getting to market. Adding millions of dollars of taxpayer
funds only perpetuates the problem and exposes taxpayers to the
financial burdens.

497U.S. Department of Agriculture, “Biomass Research and Development Initiative Competitive
Grants Program. https://www.cfda.gov/index?s=program&mode=form&tab=core&id=
416¢795{6d234174f72d346d328d0464.
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Repeal Stimulus-Driven Borrowing Authority Specifically for
Green Transmission. The $3.25 billion borrowing authority in the
Western Area Power Administration’s Transmission Infrastructure
Program provides loans to develop new transmission systems
aimed solely at integrating renewable energy. This authority was
inserted into the stimulus bill without the opportunity for debate.
Of most concern, the authority includes a bailout provision that
would require American taxpayers to pay outstanding balances on
projects that private developers fail to repay. The budget rescinds
the program’s unobligated funds, saving taxpayers more than a bil-
lion dollars.

NATURAL RESOURCES AND ENVIRONMENT

Function Summary: Discretionary Spending

America’s bountiful environment—her breathtaking parks and
forests, diverse wildlife, rivers and lakes, and land, water, and min-
eral resources—represent an extraordinary national heritage wor-
thy of preservation and responsible stewardship. Yet over the years
the Federal Government has contorted the aims of preservation
into a justification for ever more centralized regulation.

For instance, the primary role of the Environmental Protection
Agency [EPA] is to ensure that the air Americans breathe and the
water they drink is clean and unpolluted. For too long, however,
rather than prioritizing human health and the environment, the
EPA has viewed itself as an energy policy authority, regulating
low-cost, reliable energy sources out of the market and mandating
increased use of uncompetitive and less reliable ones.

The Obama Administration’s Clean Power Plan, which not only
regulates power plants but also expands EPA’s reach into State
power markets generally, is a perfect example. EPA estimates the
plan will cost energy providers up to $8.8 billion in annual compli-
ance costs by 2030, a large share of which will likely be passed on
to taxpayers in the form of higher energy prices. Private research-
ers believe the impact could be even more profound, because EPA
did not include the costs of new transmission infrastructure, inter-
mittent resource integrations or the costs of stranded assets in
their estimate. The budget recommends withholding any funding to
implement this program as well as other unnecessary, costly regu-
latory regimes, such as the soon-to-be-proposed ozone standards
and the stream buffer rule.

The National Association of Manufacturers released a study ear-
lier this year indicating that tightening the ozone standard to 65
parts per billion, the low end of the range being considered by the
EPA, could cut U.S. gross domestic product by $140 billion per
year.50 Similarly, the stream buffer rule would cause a dramatic
decline in domestic coal production, which according to a 2012
study released by the National Mining Association, will cause be-
tween $14 billion and $20 billion per year in lost production.5!

50NERA Economic Consulting, Economic Impact of a 65 ppb National Ambient Air Quality
Standard for Ozone, February 2015.

51 Economic Analysis of Proposed Stream Protection Rule Stage I Report, Environ Inter-
national Corporation, 5 March 2012.
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The budget focuses on paring back unnecessary spending used to
carry out overreaching regulatory expansion. This budget also em-
phasizes core government responsibilities, while reducing spending
in areas of duplication or non-core functions. Pursuant to these
guidelines, the resolution provides $34.4 billion in discretionary
budget authority for fiscal year 2016, with $36.8 billion in related
outlays (see Function 300 in Table 2). These funds will finance pro-
grams within the Departments of Interior, Agriculture, Commerce,
and Transportation, as well as the Army Corps of Engineers, and
the Environmental Protection Agency [EPA].

Some of the larger spending programs subject to appropriations
are the EPA’s clean water and drinking water programs, as well
as the agency’s environmental programs and management account,
the Army Corps construction, operations and maintenance ac-
counts, accounts responsible for operation of the National Park
Service and the Wildland Fire Management accounts in the U.S.
Forest Service and the Department of the Interior.

The Forest Service and the Interior Department have used a
large amount of their overall budget allocations toward wildfire
suppression in the Western region of the U.S. The frequency and
severity of these wildfires pose a risk to the citizens, water, and
wildlife of the region. Borrowing for wildfires is detrimental to the
long-term planning of these agencies. This budget acknowledges
the need to minimize the adverse effects of fire transfers on the
budget of other fire and non-fire programs, and the necessity to re-
sponsibly budget for wildfires.

Illustrative Discretionary Spending Policy Options

While the actual policies will be determined by the committees
of jurisdiction—the House Committee on Natural Resources is the
primary authorizer and the House Committee on Appropriations’
Subcommittees on Energy and Water Development, and Related
Agencies, and Interior, Environment and Related Agencies are re-
sponsible for annual funding—they may be guided by the budget’s
effort to focus on core government activities and reduce duplication
and waste. Options that may help meet budget targets include
those described below.

Bring Numerous Environmental Programs in Line with the Presi-
dent’s Request. The Obama Administration has made repeated at-
tempts to increase EPA funding, but even the administration has
identified areas where funding could be reduced. The budget re-
duces funding for numerous environmental programs down to the
level requested by the administration.

Cut Waste, Fraud, and Abuse. An examination of the Citizens
Against Government Waste Pig Book, Senator Coburn’s Wastebook,
numerous Government Accountability Office and Inspector General
reports, and documents provided by other House committees ex-
poses numerous instances of waste, fraud, and abuse that can be
removed from the Federal ledger. The most offensive example is
providing pay for EPA employees suspended for numerous reasons,
including watching pornography during work hours.
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Streamline Climate-Change Activities Across Government. This
budget resolution reduces spending for numerous climate-change-
related activities within this function, primarily by reducing over-
lapping or unproductive policies. It also recommends better coordi-
nation of programs and funds to eliminate duplicative and unneces-
sary spending.

AGRICULTURE

Function Summary: Discretionary Spending

Discretionary funding in the agricultural function supports agri-
cultural research, education, and economics, funding for direct and
guaranteed farm operating and ownership loans, operating budgets
of the Farm Service Agency, Foreign Agricultural Service, and Risk
Management Agency, marketing and information services, animal
and plant health inspection services, Department of Agriculture ad-
ministration, and a variety of other programs and activities.

The budget provides for discretionary spending in the agriculture
function in fiscal year 2016 of $6.1 billion in budget authority and
$6.0 billion in outlays. The budget assumes discretionary spending
of $69.0 billion in budget authority and $68.0 billion in outlays in
this area over the 10 years covering 2016-25 (Function 350, Table
2).

Illustrative Discretionary Spending Policy Options

Funding for discretionary programs and activities in this func-
tion will be determined by the Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies Sub-
committee of the Appropriations Committee. The budget rec-
ommends that a higher priority be given to competitive grant-based
agricultural research. This type of research funding, in contrast to
formula-based and other types, is most likely to spur agricultural
productivity growth, which is important to enhancing the inter-
national competiveness of U.S. agriculture over the longer term.
Also, continued attention should be given to streamlining and,
where possible, consolidating operations and activities across U.S.
Department of Agriculture agencies, including in its large network
of county field offices.

COMMERCE AND HOUSING CREDIT

Function Summary: Discretionary Spending

Supporting commerce—maintaining an environment that allows
ingenuity and free enterprise to flourish—is a worthy and impor-
tant role of government. This includes providing necessary over-
sight and regulation of business and commerce. As in many other
areas, however, the Federal Government has too often taken the
approach that more money, more red tape, and more bureaucracy
can answer every problem. A fundamental government role is to
maintain competitive markets that encourage innovation and cre-
ativity, promote efficiency, and, thus, stimulate an expanding range
of products and services at lower costs for consumers.
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One example is the recent ruling of the Federal Communications
Commission [FCC] to re-classify the Internet as a telecommuni-
cations service, rather than an information service, pursuant to the
highly regulatory Title II of the 1934 Communications Act. The re-
classification empowers the government to regulate rates and
prioritize content, which will inevitably lead to increased fees and
taxes on the consumer. This budget rejects the FCC’s “Net Neu-
trality” rules and generally opposes the government’s attempt to in-
tervene in the free market.

This resolution envisions a Federal system that supports com-
merce and regulates in an efficient manner, providing sufficient
oversight where necessary without wasting taxpayer monies or sti-
fling free enterprise. Additionally, as it is risky for the Federal
Government to be in the business of picking winners and losers,
s%kisidies to commercial entities should be minimized where pos-
sible.

These kinds of activities on the Federal level are supported
through the Commerce and Housing Credit category (Function 370
in the summary tables), where the government funds programs
through the Departments of Commerce and Housing and Urban
Development. Entities funded with discretionary dollars in this
function include the Patent and Trademark Office, the majority of
the Small Business Administration, and regulatory agencies such
as the Securities and Exchange Commission.

On a unified basis, for fiscal 2016, the budget resolution provides
—$13.1 billion in discretionary budget authority and —$12.8 billion
in outlays (Table 2). The negative discretionary budget authority
and outlay figures mainly reflect the subsidy rates applied to cer-
tain loan and loan guarantee programs scored under the guidelines
of the Federal Credit Reform Act, such as Federal Housing Admin-
istration and Government National Mortgage Association (Ginnie
Mae) programs. This accounting method is further discussed in the
section of this report titled “Banking, Commerce, Postal Service,
and Related Programs.”

Illustrative Discretionary Spending Policy Options

The main committees responsible for funding programs in this
area are the Committee on Financial Services, Committee on En-
ergy and Commerce, and the Committee on Oversight and Govern-
ment Reform (U.S. Postal Service). As they make final policy deter-
minations, the committees of jurisdiction should aim to reduce un-
warranted subsidies to big businesses, reform inefficient govern-
ment bureaucracy, and create a climate that supports rather than
stifles commerce and free enterprise. Options worthy of consider-
ation include those cited below.

Eliminate Corporate Welfare within the Department of Commerce.
Subsidies to businesses distort the economy, impose unfair burdens
on taxpayers, and are especially problematic given the fiscal prob-
lems facing the U.S. Government. With potential savings of roughly
$7 billion over 10 years, programs that should be considered for
elimination include the following:

o The Hollings Manufacturing Extension Program, which sub-
sidizes a network of nonprofit extension centers that provide
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technical, financial, and marketing services for small and me-
dium-size businesses. These services are largely available in
the private market. The program already obtains two-thirds of
its funding from non-Federal sources, and was originally in-
tended to be self-supporting.

e Trade Promotion Activities at the International Trade Admin-
istration [ITA]. This agency, within the Department of Com-
merce, provides trade-promotion services for U.S. companies.
The fees it charges for these services do not cover the cost of
these activities. Businesses can obtain similar services from
State and local governments and the private market. The ITA
should be eliminated or should charge for the full cost of these
services.

Tighten the Belts of Government Agencies. Duplication, hidden
subsidies, and large bureaucracies are symptomatic of many agen-
cies within Function 370. For example, the Securities and Ex-
change Commission [SEC] now has more than 4,000 employees. Al-
though its funding has grown by more than 60 percent since 2007,
the President has consistently requested additional increases in his
annual budget submission. This resolution questions the premise
that more funding for the SEC means better, smarter regulation,
and recommends reforming the agency so it can perform its duties
more efficiently.

Another example is the Federal Trade Commission’s budget,
which has increased 50 percent since 2008. This budget calls for as-
sessing the ever-growing budgets of Federal agencies, determining
what levels are necessary to effectively and efficiently execute their
missions, and adjusting funding accordingly.

TRANSPORTATION

Function Summary

Congress created the Highway Trust Fund in 1956 (under the
Highway Revenue Act) as a mechanism to ensure that the revenue
raised from gasoline taxes would “not be diverted” to purposes
other than the interstate highway system. In recent years, how-
ever, the trust fund has consistently spent beyond its own re-
sources, requiring infusions of additional cash from general reve-
nues.

Federal motor fuel taxes, at 18.4 cents per gallon for gasoline
and 24.4 cents per gallon for diesel, have not changed since 1993.
The Congressional Budget Office [CBO] projects new Federal fuel-
economy standards will further reduce revenue by 21 percent in
2040 when they are fully phased in. To illustrate the effect of a 21-
percent drop, the CBO estimates that if all cars on the road now
met the stricter efficiency standards, it would mean a $57-billion
cumulative reduction in revenue between now and 2022.

Though gas-tax receipts have plateaued, spending continues to
grow. From 1999-2008, outlays outpaced receipts in the trust fund
on average by almost $1 billion a year. The spending-revenue gap
has further deteriorated under the current administration, wid-
ening to more than $9 billion a year. Over the next decade, the
CBO anticipates the discrepancy will continue expanding under



81

current spending levels and policy from $12 billion in annual cash
deficits in fiscal year 2015 to $164 billion in fiscal year 2024.52
Spending has also been diverted to non-highway projects, such as
bike trails.

Continuing on the present course will lead to one of two out-
comes. Under current law, the Highway Trust Fund cannot incur
negative balances, so spending will automatically decrease and the
Department of Transportation [DOT] will have to ration and delay
reimbursements to States to maintain a “prudent balance” in the
fund. Alternately, Congress will need to provide additional bailouts
(i.e. transfers from the general fund) with borrowed funds.

The corrosion of the Highway Trust Fund is a major concern re-
flected in the Transportation category of the budget (Function 400
in the summary tables). The function also includes ground, air,
water, and other transportation funding. The major agencies and
programs within this function are the Department of Transpor-
tation (which includes the Federal Aviation Administration; the
Federal Highway Administration; the Federal Transit Administra-
tion; highway, motor-carrier, rail, and pipeline-safety programs;
and the Maritime Administration); the Department of Homeland
Security (including the Federal Air Marshals, the Transportation
Security Administration [TSA], and the U.S. Coast Guard); the
aeronautical activities of the National Aeronautics and Space Ad-
ministration; and the National Railroad Passenger Corporation, or
Amtrak.

For these programs and agencies, the budget resolution calls for
$37 billion in budget authority and $79 billion in outlays in fiscal
year 2016. Discretionary budget authority in 2016 is $31 billion,
with outlays of $78 billion (see Table 2); direct spending is $6 bil-
lion in budget authority and $1 billion in outlays (Table 3). Over
ll)()uyears, budget authority totals $742 billion, with outlays of $781

illion.

The large discrepancy between discretionary budget authority
and outlays here result from the split treatment of the transpor-
tation trust funds, such as the Highway Trust Fund, through
which funding is provided as a type of mandatory budget authority,
while outlays—controlled by annual limitations on obligations set
in appropriations acts—are treated as discretionary spending. Be-
cause of this unique budgeting regime, the discussion below exam-
ines both categories of transportation spending.

Basic transportation policies in this area fall under the jurisdic-
tion of the Committee on Transportation and Infrastructure and
the Appropriations Subcommittee on Transportation, Housing and
Urban Development, and Related Agencies. Policies for the Trans-
portation Security Administration and Federal Air Marshals are
determined by the Committee on Homeland Security and the Ap-
propriations Subcommittee on Homeland Security. These commit-
tees will determine the policy choices in their jurisdictions.

The budget supports maintaining essential funding for surface
transportation, aviation, and safety—offset by reductions in other

52 Congressional Budget Office, The Highway Trust Fund and the Treatment of Surface Trans-
portation Programs in the Federal Budget, June 2014: http:/www.cbo.gov/sites/default/files/
45416-TransportationScoring.pdf.
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transportation activities of lower priority to the Federal Govern-
ment.

Illustrative Direct Spending Policy Options

Ensure the Solvency of the Highway Trust Fund. The Highway
Trust Fund [HTF] has required large general fund contributions to-
taling $63.1 billion since 2008. In addition, $27.5 billion was pro-
vided in the 2009 stimulus bill to the Federal Highway Administra-
tion. Though it included some needed reforms, the most recent sur-
face transportation reauthorization bill, the Moving Ahead for
Progress in the 21st Century Act [MAP-21], included $18.8 billion
in general fund transfers, although the amount was offset for the
first time in the history of surface transportation authorization
bills. The budget resolution once again includes a reform to ensure
that any future general fund transfer to the HTF is fully offset.

Despite these large recent infusions, CBO estimates the Highway
Trust Fund still faces insolvency by the end of fiscal year 2015
under current law. Instead of continuing to rely on general-fund
transfers, the Congress needs to address the systemic factors that
have been driving the trust fund’s bankruptcy. Congress also needs
to continue to reform the critical surface-transportation infrastruc-
ture and safety programs to put them on sound financial footing.

With the Highway Trust Fund projected by CBO to run negative
balances in fiscal year 2016 under current levels of spending, exist-
ing law and cash-management practices would force the Depart-
ment of Transportation to limit payments. Congress needs to re-
form this critically important trust fund to put it on a sound finan-
cial footing without further bailouts that increase the deficit.

The budget recommends sensible reforms to avert the bank-
ruptcy of the Highway Trust Fund by aligning spending from the
Trust Fund with incoming revenues. The budget also includes a
provision to ensure any future general-fund transfers will be fully
offset, while at the same time providing flexibility through a def-
icit-neutral reserve fund for a surface-transportation reauthoriza-
tion.

Further, the budget recognizes the need to explore innovative fi-
nancing mechanisms to support surface-transportation infrastruc-
ture and safety programs—for example, with further public-private
sector partnerships demonstrated in the Transportation Infrastruc-
ture Finance and Innovation Act program. The budget also rec-
ommends giving States more flexibility to fund the highway
projects they feel are most critical. One possible reform could in-
clude a pilot program for States to fund their transportation prior-
ities with State revenues, opt out of the Federal fuel taxes, and
forgo Federal allocations.

Phase Out Subsidies for Essential Air Service. Essential Air Serv-
ice [EAS] is a classic example of a temporary government program
that has become immortal. EAS funding—originally intended to
provide transitional assistance to small communities to adjust to
the airline deregulation in the late 1970s—has not only continued
but has grown rapidly in recent years.
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Illustrative Discretionary Spending Policy Options

Eliminate Funding for Amtrak Operating Subsidies. The budget
supports eliminating operating subsidies that have insulated Am-
trak from making the structural reforms necessary to start pro-
ducing returns. The 1997 Amtrak authorization law required Am-
trak to operate free of subsidies by 2002. The budget supports con-
tinued reforms for Amtrak as well as reductions in headquarters
and administrative costs.

Eliminate TIGER Grants. The Transportation Investment Gener-
ating Economic Recovery [TIGER] Program was a stimulus bill
measure established as a competitive grant program. Though the
program was intended to drive funding to critical transportation
needs for the country, however, more than 60 percent of the grants
support local transit or enhancement projects. With grantee selec-
tion based on unclear metrics, including “livability,” the Depart-
ment of Transportation has failed to provide more information to
the public regarding documentation of its review process as re-
quested by the Government Accountability Office.53

Reductions in Transportation Security Agency Funding. En-
hanced operational efficiencies can be obtained without compro-
mising security priorities. The budget maintains the efficiencies re-
alized through risk-based security initiatives and encourages TSA
to continue to look for new approaches to airport security. The
budget also offers continued support for the Screening Partnership
Program, TSA’s privatized screening program. Applications for pri-
vate screening that meet security requirements and could improve
cost-efficiency goals should be approved expeditiously.

Prioritize Rail Safety. The budget supports the vital role of the
Federal Railroad Administration in ensuring freight and pas-
senger-rail safety, while reducing spending on non-essential trans-
portation programs.

COMMUNITY AND REGIONAL DEVELOPMENT

Function Summary: Discretionary Spending

Federal funding for economic and community development in
both urban and rural areas appears in this category. It includes
Community Development Block Grants; the non-power activities of
the Tennessee Valley Authority; the regional commissions, includ-
ing the Appalachian Regional Commission; the Economic Develop-
ment Administration; and partial funding for the Bureau of Indian
Affairs. Homeland Security spending in this function includes the
State- and local-government grant programs of the Department of
Homeland Security, as well as part of the funding for the Federal
Emergency Management Agency.

While supporting these programs related to emergency prepared-
ness and critical needs, this resolution urges streamlining non-es-
sential community and regional initiatives that are not core func-
tions of the Federal Government.

53 See “Eliminate TIGER Program,” by the Reason Foundation, 17 February 2015: http:/rea-
son.org/news/show/eliminate-tiger-program.
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The majority of this category’s funding is discretionary and pro-
vided by the Appropriations Subcommittees on Financial Services;
Energy and Water; Agriculture; Interior, Environment, and Related
Agencies; and Homeland Security. Relevant authorizing committees
for this category include the Financial Services Committee, the
Committee on Transportation and Infrastructure, and the Com-
mittee on Homeland Security.

The resolution calls for $7 billion in discretionary budget author-
ity and $19.6 billion in outlays in fiscal year 2016. The 10-year to-
tals for discretionary budget authority and outlays are $76.2 billion
and $115.4 billion, respectively. The large gap between budget au-
thority and outlays in the function totals and discretionary levels
results mainly from the spend-out of budget authority provided in
the stimulus bill.

Illustrative Discretionary Spending Policy Options

As elsewhere, the committees of jurisdiction will make final pol-
icy determinations. The proposals below indicate policy options that
might be considered.

Eliminate Non-Core Programs. At a time when shrinking spend-
ing is imperative for the government’s fiscal well-being, this resolu-
tion recommends taking a hard look at community and regional
programs, focusing on those that deliver funds for non-core Federal
Government functions, and consolidating and streamlining pro-
grams wherever possible. Among programs that should be consid-
ered in this review is the Community Development Fund [CDF].
Historically, about 80 percent to 90 percent of funding for the CDF
is spent on the Community Development Block Grant program
[CDGB]. CDBG is an annual formula grant directed to State and
local governments to address a broad array of initiatives. In 2015,
$3.1 billion was appropriated for CDBG. Currently, there is no
maximum community poverty rate to be eligible for funds, nor is
there an exclusion for communities with high average income.

Focus Department of Homeland Security Urban Area Security
Initiative Grants to Tier 1 Cities. Urban Area Security Initiative
grants to more than 30 cities have not produced measurable results
for the most critical cities. This option would limit the grants to
Tier 1, or the top 10 cities, on a risk-based formula basis.

Federal Emergency Management Agency Reforms. The budget
supports implementation of Federal Emergency Management Agen-
cy reforms passed by Congress to improve service delivery and cost
efficiencies in State and local programs, while at the same time
proposing further steps to eliminate overlap and inefficiencies The
budget also acknowledges the need to look at reforms in disaster-
relief assistance to ensure those State and local governments most
in need are receiving the assistance required. From 1953 to 1992,
presidents made 1,153 total disaster declarations—including Major
Disasters Declarations, Emergency Declarations, and Fire Manage-
ment Assistance Declarations—for an average of 29 declarations
per year.54 The past three administrations alone have made more
than 2,400 declarations to date, including a single-year high of 242

54Federal Emergency Management Agency, “Disaster Declarations by Year,” Feb. 2015.
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made by the current administration in 2011. The disaster declara-
tion is intended as a process to help State and local governments
receive Federal assistance when the severity and magnitude of the
disaster exceeds State and local resources, and when Federal as-
sistance is absolutely necessary.

When disaster relief decisions are not made judiciously, limited
res%urces are diverted away from communities that are truly in
need.

This budget supports Government Accountability Office rec-
ommendations and takes a closer look at: (1) reducing Federal ex-
penditures by updating disaster-declaration-eligibility indicators—
such as per capita thresholds and other major disaster metrics—
by, for example, adjusting for inflation; and (2) providing more
scrutiny on cost-share levels and waivers. For example, prepared-
ness programs such as the Emergency Management Performance
Grants have shown greater buy-in by State and local governments;
demonstrated better performance in delivering resources to first re-
sponders; and ensured efficient and effective response operations.
These types of reforms will increase transparency in the way that
disaster declaration decisions are made and in accurately meas-
uring a State’s capacity to respond to a disaster.

EDUCATION, TRAINING, EMPLOYMENT,
AND SOCIAL SERVICES

Function Summary: Discretionary Spending

One of the Federal Government’s most important goals should be
creating and supporting a climate of opportunity for all Americans.
A key component of this endeavor is ensuring that all Americans
have access to a high-quality education. Additionally, a well-edu-
cated workforce is one of the key drivers of strong economic growth.

Thus, education is a national priority, and of great interest to
Washington policymakers. The question is how best to advance it.
In recent years, the primary approach to furthering educational op-
portunity has been through creating more Federal programs and
spending more dollars. While pursued with the best of intentions,
the approach also has stripped local entities of the opportunity to
make decisions about how educational systems and programs will
be measured. Higher spending has not led to higher achievement.

Principally, Federal support for K-12 education—which con-
stitutes roughly 40 percent of the discretionary funding in this cat-
egory (Function 500 in Table 2 of this report)—should aim to do
just that: It should support, not seize control from State and local
entities. Real gains in education result from the diversity and cre-
ativity of State and local educators, and the trend toward central-
izing rules and standards in Washington risks smothering effec-
tiveness and innovation. This does not mean the Federal Govern-
ment has no interest in education. It means only that Washington
should focus on supporting the initiatives of local educators, not
dictating them.

In addition to high-quality educational opportunities, Americans
of all ages must have access to skills- and job-training that will
equip them to compete in the rapidly changing global economy.
Federal training programs—also a major component of discre-
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tionary funding in this function—are notorious for their failure as
well as their duplication. As described further below, dozens of
Federal training programs have created a labyrinth of bureaucracy
that consistently fails to result in substantial numbers of job place-
ments. In addition to reforming training programs so they serve
Americans more effectively, Congress must make every dollar
count by eliminating wasteful, duplicative, and ineffective pro-
grams.

For fiscal 2016, the budget resolution in this category provides
$86.2 billion in discretionary budget authority and $91.3 billion in
outlays, which primarily goes to the Departments of Education,
Labor, and Health and Human Services.

Illustrative Discretionary Spending Policy Options

The main committees responsible for funding programs in this
area are the Committee on Education and the Workforce and the
Appropriations Subcommittee on Labor, Health and Human Serv-
ices, Education, and Related Agencies. They will make final policy
determinations for discretionary funding, and should aim to sup-
port America’s students and workforce without overstepping the
Federal Government’s boundaries or usurping power from State
and local entities. Options worthy of consideration include the fol-
lowing.

Reform Job-Training Programs. The Bureau of Labor Statistics
reports that 8.7 million Americans are unemployed. Yet they also
report 4.9 million job openings. This gap is due in part to the fail-
ure of the Nation’s workforce-development programs to successfully
match workers’ skills with employers’ needs. In the 113th Con-
gress, the Committee on Education and the Workforce made laud-
able progress toward consolidating these programs with enactment
of the Workforce Innovation and Opportunity Act.

This budget builds on these efforts by calling for further consoli-
dation of duplicative Federal job-training programs and improved
coordination of job training programs with the recently reformed
workforce development system. This budget will also improve these
programs’ accountability by tracking the types of training provided,
the costs per trainee, employment after training, and whether the
trainee secures a job in his or her preferred field. A streamlined ap-
proach with increased oversight and accountability will not only
provide administrative savings, but will improve access, choice, and
flexibility to enable workers and job seekers to respond quickly and
effectively to whatever specific career challenges they face. In addi-
tion, the budget recommends a 15-percent State flexibility allot-
ment under the Workforce Innovation and Opportunity Act.

Make the Pell Grant Program Sustainable. After years of deci-
sions to raise the Pell Grant award levels, the program is now fac-
ing a shortfall. Instead of confronting the program’s cost drivers,
previous Congresses began to increasingly rely on mandatory fund-
ing to solve its discretionary shortfalls. Instead of making nec-
essary, long-term reforms, lawmakers repeatedly resorted to short-
term funding patches—a temporary answer that will not prevent
another severe funding cliff for the program in the future.
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The reforms should enable the program to continue helping low-
income students gain access to higher education. The budget rec-
ommends making responsible adjustments so that Pell Grants will
continue to remain available for future students. These include:

Roll back certain recent expansions to the needs analysis to en-
sure aid is targeted to the truly needy. The Department of
Education attributed 14 percent of program growth between
2008 and 2011 to recent legislative expansions to the needs-
analysis formula. The biggest cost drivers come from changes
made in the College Cost Reduction and Access Act [CCRAA]
of 2007, such as the expansions of the level at which a student
qualifies for an automatic zero Expected Family Contribution
and the income-protection allowance. These should be returned
to pre-CCRAA levels.

Eliminate administrative fees paid to participating institu-
tions. The government pays participating schools $5 per grant
to administer and distribute Pell awards. Schools already ben-
efit significantly from the Pell program because the aid makes
attendance at those schools more affordable.

Consider a maximum-income cap. Currently there is no fixed
upper-income limit for a student to qualify for Pell. Figures are
simply plugged into a formula to calculate the amount for
which the student qualifies. The higher the income level of the
student and the student’s family, the smaller the grant he or
she receives.

Eliminate eligibility for less-than-half-time students. Funding
should be reserved for students with a larger commitment to
their education.

Consider reforms to Return of Title IV Funds regulations. Sim-
ple changes to this policy, such as increasing the amount of
time a student must attend class to withdraw without debt
owed for back assistance, will increase the likelihood of stu-
dents completing their courses and reduce incentives for fraud.

Adopt a sustainable maximum-award level. The Department of
Education attributed 25 percent of recent program growth to
the $619 increase in the maximum award done in the stimulus
bill that took effect in the 2009—10 academic year. To get pro-
gram costs back to a sustainable level, the budget recommends
maintaining the maximum award for the 2015-2016 award
year throughout the budget window. This award would be fully
funded through discretionary spending.

Encourage Higher Education Policies That Promote Innovation.
Federal higher-education policy should focus not solely on financial
aid but on policies that maximize innovation and ensure a robust
menu of institutional options from which students and their fami-
lies can choose. Such policies should include reexamining the data
made available to students to make certain they are armed with
information that will assist them in making their postsecondary de-
cisions. Additionally, the Federal Government should remove regu-
latory barriers in higher education that act to restrict flexibility
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and innovative teaching, particularly as it relates to non-traditional
models such as online coursework.

Eliminate Administrative Fees Paid to Schools in the Campus-
Based Student-Aid Programs. Under current law, participating
higher-education institutions are allowed to use a percentage of
Federal program funds for administrative purposes. The budget
suggests prohibiting these funds from being used for administrative
costs. Schools already benefit significantly from participating in
Federal student-aid programs.

Reform Federal Primary and Secondary Education Programs.
The current structure for K-12 programs at the Department of
Education is fragmented and ineffective. Moreover, many programs
are duplicative or are highly restricted, serving only a small num-
ber of students. Given the budget constraints, Congress must focus
resources on programs that truly help students. The budget calls
for the reorganization and streamlining of K-12 programs to in-
crease efficiency and empower State and local entities. This in-
cludes providing students and families with choice and flexibility in
their educational decisions, in part by making more Federal aid
dollars portable. Additionally, ineffective and duplicative programs
should be eliminated so that Federal dollars are spent not on fund-
ing bureaucracy but on efforts that improve academic outcomes.
H.R. 5, The Student Success Act, both emphasizes choice and flexi-
bility and identifies opportunities for consolidation and increased
efficiencies.

As efforts to consolidate and streamline are undertaken, this
budget recommends the committees of jurisdiction prioritize fund-
ing for students with disabilities provided under the Individuals
with Disabilities Education Act [IDEA]. IDEA funding has consist-
ently fallen short of the 40-percent Federal contribution threshold
established in statute, and Congress should refocus efforts to sup-
port existing commitments before entertaining new programs or
initiatives.

Encourage Private Funding for Cultural Agencies. Federal sub-
sidies for the National Endowment for the Arts, the National En-
dowment for the Humanities, and the Corporation for Public
Broadcasting can no longer be justified. The activities and content
funded by these agencies go beyond the core mission of the Federal
Government. These agencies can raise funds from private-sector
patrons, which will also free them from any risk of political inter-
ference.

Eliminate the Corporation for National and Community Service.
Programs administered out of this agency provide funding to stu-
dents and others who work in certain areas of public service. Par-
ticipation in these programs is not based on need. The United
States has a long history of robust volunteer work and other efforts
that provide services to communities and individuals. Americans’
generosity in contributing their time and money to these efforts is
extraordinary and should be encouraged. The Federal Government
already has aid programs focused on low-income students, and the
oxymoronic act of paying “volunteers” is not a core Federal respon-
sibility, especially in times of high deficits and debt. Further, it is
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much more efficient to have such efforts operate at the State and
local level by the community that receives the benefit of the serv-
ice.

Promote State, Local, and Private Funding for Museums and Li-
braries. The Federal Institute of Museum and Library Services is
an independent agency that makes grants to museums and librar-
ies. This is not a core Federal responsibility. This function can be
funded at the State and local level and augmented significantly by
charitable contributions from the private sector.

HEALTH

Function Summary: Discretionary Spending

Federal policies should foster innovation in health care, not stifle
it. America should maintain its world leadership in medical science
by encouraging competitive forces to work through the marketplace
in delivering cures and therapies to patients. Yet too often the bu-
reaucracy and red-tape in Washington hold back medical innova-
tion and prevent new lifesaving treatments from reaching patients.
This resolution recognizes the valuable role of the National Insti-
tutes of Health [NIH] and the indispensable contributions to med-
ical research coming from outside Washington. The House Com-
mittee on Energy and Commerce is taking an unprecedented, com-
prehensive look at the discovery, development, and delivery process
of health care treatments to accelerate the pace of cures through
the 21st Century Cures initiative,?®> and this budget supports those
goals.

In addition to the NIH, programs and agencies that receive dis-
cretionary funding in this category (Function 550 in Table 2) in-
clude Project Bioshield, the Food Safety and Inspection Service,
and the Food and Drug Administration. The resolution’s discre-
tionary totals for fiscal year 2016 are $57.7 billion in budget au-
thority and $58.4 billion in outlays. The 10-year discretionary to-
{:als are $640.2 billion in budget authority and $628.2 billion in out-
ays.

Illustrative Discretionary Spending Policy Options

The actual policy choices in this area will be determined by the
House Committee on Energy and Commerce, the House Committee
on Oversight and Government Reform, and the House Committee
on Appropriations Subcommittees on Labor, Health and Human
Services, Education, and Related Agencies; Agriculture, Rural De-
velopment, Food and Drug Administration, and Related Agencies;
and the Legislative Branch. These panels may be guided by the
principles and policy options described below.

Foster Medical Research, Innovation, and Development. Medical
breakthroughs and discoveries are made every day, and the pace
of medical innovation will only continue to grow due to advance-
ments in fields such as genomic medicine, biomedical research, and
molecular medicine, to name a few. The NIH and the Centers for

55House Committee on Energy and Commerce. 21st Century Cures Initiative. http:/
energycommerce.house.gov/cures.
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Disease Control and Prevention [CDC] do excellent work to foster
fundamental creative discoveries, cures, and therapies, and to pro-
tect America from health, safety and security threats. The budget
resolution supports a level of funding for these agencies that en-
ables them to continue their important work.

Strengthen QOversight and Program Integrity Measures. Federal
grant programs fund a variety of health care services provided by
State and local governments. Every dollar made available through
these programs should be used transparently, and in the most ef-
fective manner possible for its intended purpose. This budget reso-
lution supports increased program integrity measures to prevent
fraud and abuse in health care programs.

For example, the budget supports greater program integrity
measures for Title X Family Planning Grants. While this resolution
supports the long-standing policy to ban Federal taxpayer dollars
from funding elective abortions, greater measures should be taken.
As an example, Title X family planning funding could be limited
from going to an entity unless that entity certifies it will not per-
form elective abortions.

Limit Federal Funding for Members of Congress and Their Staffs.
Currently, Federal contributions to the Federal Employee Health
Benefits Program grow by the average weighted rate of change in
these programs. This budget supports restricting the growth in
these plans to inflation. This proposal assumes discretionary sav-
ings%of $38.9 billion between 2016 and 2025 for adopting this pol-
icy.

Restrict Federal Funding for Advertising Against American-Made
Products and Wasteful Government Priorities Such as Pickleball.
This budget repeals funding from the Prevention and Public Health
Fund, created as part of the Affordable Care Act. As the Committee
on Energy and Commerce has uncovered, the administration has
used dollars in this fund to promote Pickleball and free pet
neutering, and for massage therapy, kickboxing, and Zumba.

Additionally, this budget does not support the use of taxpayer
dollars to advertise against American-made products. Following the
passage of the American Recovery and Reinvestment Act, the CDC
was allocated taxpayer dollars to award grants for wellness efforts.
These funds were used, however, to run ads attacking and singling
out legal American products and industries—which the administra-
tion claimed contributed to bad health. The CDC does excellent
work on early detection, prevention, and treatment for breast and
cervical cancer, on immunizations, flu vaccines, and many other
worthy efforts. The agency should receive sufficient funding for
these activities, but no government agency should receive American
taxpayer dollars to advertise against American-made products.

Make Government More Efficient and Responsive. The budget
supports better targeting of Federal spending to achieve the coun-
try’s goals. For example, the budget supports prudent investments
to improve mental health care and awareness. GAO recently did a
study that identified more than 100 distinct programs supporting
individuals with serious mental illness and found that interagency

56 There are also direct spending savings in this area.
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coordination for programs is lacking.57 Federal dollars should not
be squandered on antiquated programs that fail to meet patients’
needs. Any research conducted and grants awarded by the Federal
Government should be firmly rooted in evidence-based practice.
Programs and resources in this area should focus on psychiatric
care for patients and families most in need of services.

INCOME SECURITY

Function Summary: Discretionary Spending

Programs that subsidize food and housing for low-income Ameri-
cans remain largely unreformed nearly 2 decades after the success
of the Personal Responsibility and Work Opportunity Act. This
budget proposes to improve work incentives for these programs and
increase State flexibility.

Discretionary spending components of Function 600 include The
Special Supplemental Nutrition Program for Women, Infants, and
Children [WIC], the Low Income Housing Energy Assistance Pro-
gram [LIHEAP], the housing assistance programs, and the Child
Care and Development Block Grant. For these programs the budget
resolution provides $61.4 billion in budget authority in fiscal year
2016, and $63.6 billion in outlays. The figures appear in Table 2,
Function 600.

Illustrative Discretionary Spending Policy Options

The main committees responsible for funding programs are the
Committee on Agriculture; the Committee on Financial Services;
and the Appropriations Subcommittees on Labor, Health and
Human Services, Education, and Related Agencies, and on Agri-
culture, Rural Development, Food and Drug Administration, and
Related Agencies. They will make final policy determinations for
discretionary funding, and should aim to provide State flexibility
and expand work incentives. Some potential policy options fol-
lowing these guidelines might include the following.

Reform Supplemental Nutrition Assistance Program [SNAP] Out-
reach Funding. This budget assumes that outreach funding for the
SNAP program is reduced, and the reduction is shifted toward pro-
grams that facilitate upward mobility, such as properly reformed
job-training programs.

Make Responsible Reforms to Housing-Assistance Programs. This
resolution supports taking actions that would make housing-assist-
ance programs more sustainable and work to direct Federal dollars
to serve those most in need. Despite dramatic funding increases,
the Worst Case Housing Needs Report to Congress by the Depart-
ment of Housing and Urban Development [HUD] suggests the
number of families who are severely rent-burdened or live in sub-
standard conditions remains alarmingly high. Reforms are needed
to ensure assistance is available to those most in need and is struc-

57 Report to the Subcommittee on Ouersight and Investigations, Committee on Energy and Com-
merce, House of Representatives, HHS Leadership Needed to Coordinate Federal Efforts Related
to Serious Mental Iliness, United States Government Accountability Office December 2014,
available at http://energycommerce.house.gov/sites/republicans.energycommerce.house.gov/files/
114/Analysis/20150205GAOReport.pdf.
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tured in a way that best enables upward mobility. One reform
could include the gradual expansion of the Moving to Work pro-
gram to high-performing public housing authorities. Moving to
Work gives public housing authorities more flexibility in how they
spend funds so that they can serve families more efficiently and ef-
fectively.

Continue Support for Efforts to End Chronic Homelessness.
Thanks to efforts at the Federal as well as State and local levels,
chronic homelessness in the U.S. has declined by 21 percent since
2010. Yet much remains to be done. This resolution urges HUD to
refocus efforts to accomplish the Administration’s laudable goal of
helping to end chronic homelessness by 2017.

OTHER DISCRETIONARY SPENDING

Discretionary spending under the Medicare Program consists pri-
marily of administration and management costs. The budget reso-
lution totals for fiscal year 2016 are $6.6 billion in discretionary
budget authority, with $6.5 billion in outlays. The 10-year totals in
the budget resolution are $87.2 billion in discretionary budget au-
thority and $86.5 billion in outlays (Function 570 in Table 2). This
also includes the budget for the Medicare Payment Advisory Com-
mission, a non-partisan, independent agency established by the
Balanced Budget Act of 1997 to advise Congress on Medicare pay-
ment policies and analyze issues affecting beneficiaries, such as ac-
cess to care, quality of care, health care outcomes, and so on.

The budget assumes that program integrity funding is accom-
plished within existing Budget Control Act cap levels for fiscal year
2016 through fiscal year 2025. By providing full funding to combat
waste, fraud and abuse, and reduce improper payments, this saves
$4.7 billion over the 10-year window.

For administering the Social Security programs, the budget pro-
vides $5.0 billion in discretionary budget authority and $5.1 billion
in outlays for fiscal year 2016. The 10-year totals for discretionary
budget authority and outlays are $58.1 billion and $57.9 billion, re-
spectively (Function 650 in Table 2). The program is overseen by
the Social Security Administration.



Direct Spending

Uncontrolled direct spending 58 has come to dominate the Federal
budget, and its share of total outlays continues to grow. Most of
this spending (often referred to as “mandatory” spending) lies in
the government’s health programs—mainly Medicare, Medicaid,
and now the Affordable Care Act. Social Security represents an-
other major component. Apart from these, however, there are nu-
merous other benefits programs financed through essentially per-
manent authorizations without limit. These include farm assist-
ance, food stamps, a range of income support programs, tuition as-
sistance for college students, and many others. This section dis-
cusses solely the direct spending in these areas as a way to rein-
force the urgency of getting this spending under control.

SOCIAL SECURITY

Function Summary: Direct Spending

The prevailing attitude among many in Congress—and in the
broader policy community—is to deny the inevitable crisis facing
the Social Security Program. This position ignores the unalterable
fact that absent structural reform, Social Security will fail to fulfill
its promises to the Nation’s retired and disabled persons—and that
outcome will occur sooner than expected.

Social Security benefits are financed through payroll taxes cred-
ited to two trust funds: one for its Old-Age and Survivors Insur-
ance [OASI] Program, and the second for Disability Insurance [DI].
Under current law, both trust funds face insolvency within the next
20 years—one in less than 2 years—depleting their capacity to pay
full benefits. The Social Security Program already is running a
cash deficit, meaning the program is paying more to beneficiaries
annually than it collects in revenue. If not for balances of Treasury
securities in the trust funds, built up from previous surpluses, the
program would be unable to meet all its benefit payments.

With each year Congress delays, the policy changes needed to
correct the program’s fiscal trajectory will become too large and
wrenching to adopt. That will lead to sudden, steep reductions in
benefits.

For these reasons, the House adopted a rule for the 114th Con-
gress prohibiting legislation that improves the financial condition
of DI at the expense of the OASI trust fund. The rule provides an
exemption, however, for legislation that improves the financial con-
dition of both trust funds.

58 The Balanced Budget and Emergency Deficit Control Act (Public Law 99-177) defines “di-
rect spending” as budget authority provided in law other than appropriations acts; entitlement
authority; and the Supplemental Nutrition Assistance Program (formerly food stamps).
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This budget calls for a bipartisan way forward by amending a
current law trigger that would require the President and Congress
to begin the process of reforming Social Security. The lack of bipar-
tisan congressional action on a long-term solution to the problem
facing Social Security has resulted in many members of Congress
offering their own solutions. One such proposal would be a bipar-
tisan commission that would be required to study the structural de-
ficiencies within the current Social Security system and report back
with specific legislative proposals for Congress and the President to
consider.

Social Security benefits are reflected in the direct spending of
budget Function 650. It is the largest budget function in terms of
outlays, with total outlays in fiscal year 2014 of $840 billion.5°
Under this budget, these benefits total $896.7 billion in budget au-
thority in fiscal year 2016, and $891.9 billion in outlays. Over 10
years, the totals are $11.8 trillion in budget authority and $11.7
trillion in outlays. With respect to the budget resolution, these ben-
efits are treated as off budget and do not appear in the legislative
tex]gi In this report, they appear as off-budget direct spending in
Table 3.

Disability Insurance

The more urgent problem lies with Disability Insurance. Under
current law, its trust fund is expected to go bankrupt in 2016. If
lawmakers do not enact reforms to ensure the long-term solvency
of the Disability Insurance program, an immediate 19-percent re-
duction in benefits will be required when the trust fund becomes
bankrupt.6°

The Obama Administration has proposed diverting funds to DI
from the OASI trust fund.! While the proposal could provide
short-term relief for the Disability Insurance program, it would do
so at the direct expense of OASI’s long-term solvency. This would
necessitate earlier cuts to Social Security benefits for current and
future retirees. Equally important, it would fail to address the un-
derlying causes of DI's financing problem.

The Disability Insurance program has seen huge growth over the
past decades in terms of number of beneficiaries and the benefit
amount paid to each beneficiary. The Congressional Budget Office
in 2012 reported that the share of working-age adults receiving
Disability Insurance benefits rose from 1.3 percent to 4.5 percent.
On the other hand, tax revenues paid into the DI trust fund have
remained relatively flat as a share of taxable payroll. Benefits pay-
ments account for nearly all program spending.

The growth in the number of individuals receiving Disability In-
surance benefits has contributed heavily to the worsening financial
condition of the DI trust fund. Between 1990 and 2013, the total
number of individuals receiving DI benefits grew from 4.3 million
to 11.3 million, an increase of 155.8 percent.®2 Demographic

59 Congressional Budget Office: The Budget and Economic Outlook: 2015-2025.

60 Social Security & Medicare Trustees Reports, 2014.

61 Office of Management and Budget Fiscal Year 2016 Request. H. Doc. 114-3, Vol. 1. Table
S-9.

62 Congressional Research Service, Social Security Disability (DI) Trust Fund: Background
and Solvency Issue, August 21, 2014.
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changes, characteristics of the working-age population, and fraud
have contributed to expansion of the DI program.

Principles for Disability Insurance Reform

The Social Security Disability Insurance program provides an es-
sential income safety net for those with disabilities and their fami-
lies. Due in large part to the predictable consequence of demo-
graphic factors and policy decisions, however, DI program revenues
will be unable to cover the full costs of benefits in 2016, according
to the Social Security Trustees, unless Congress acts.

The demographic factors include the aging of the baby boomers
into their most disability-prone years and the increased number of
women in the workforce now eligible for benefits should they be-
come severely disabled. In addition, policymakers have expanded
the ways in which applicants qualify for benefits. The prolonged
economic downturn has also resulted in increased application rates
and benefit awards over the life of the program. At the same time,
those on disability are in many ways prevented from improving
their situation. If they work too much, they see their benefits cut
off.

Congress and the President should develop bipartisan legislation
to secure the future of the DI program. This legislation should be
rooted in principles that:

1. Ensure benefits continue to be paid to individuals with disabil-
ities and their family members that rely on them.

2. Prevent a 19-percent across the board benefit cut.
3. Make the Disability Insurance program work better.
4. Promote opportunity for those trying to return to work.

Additionally, consistent with the House rule, reforms should
begin to improve the financial situation of the Social Security Pro-
gram.

Reducing Fraud and Promoting
Disability Insurance Program Integrity

The vast majority of Disability Insurance payments are legiti-
mate payments to individuals with disabilities. These benefits are
an integral part of government’s role in providing a social safety
net for the Nation’s most vulnerable citizens. Like many govern-
ment programs, however, DI is vulnerable to fraud. A recent Gov-
ernment Accountability Office [GAO] report on DI benefits con-
cluded that enhanced program integrity policies are necessary to
address this problem—particularly physician-assisted fraud. The
report noted: “The occurrence of fraud has the potential to under-
mine confidence in the Social Security Administration’s ability to
award benefits only to deserving individuals.” 63

Additionally, while the Committee on Ways and Means would
make the final determination, this budget would require that:

63 Government Accountability Office. SSA Disability Benefits, Enhanced Policies and Manage-
ment Focus Needed to Address Potential Physician-Assisted Fraud, November 2014. GAO-15—
19.
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1. Evidence submitted by unlicensed or sanctioned physicians,
and health care provided, be prevented from consideration when
determining eligibility.

2. New and stronger criminal and civil penalties be established
to deter fraud conspirators from continuing to engage in illegal ac-
tivity.

3. The Commissioner of the Social Security Administration up-
date the outdated medical-vocational regulatory guidelines used for
determining disability.

4. The Commissioner to conduct quality reviews of hearing dis-
positions in sufficient numbers to ensure compliance with law, reg-
ulations, and other guidance issued.

5. The Commissioner determine standard qualifications for all
decision makers involved in the disability determination process.

These policies form the foundation of the Stop Disability Fraud
Act of 2014 (H.R. 5260), legislation introduced in the 113th Con-
gress by Rep. Sam Johnson (R-TX), Chairman of the Ways and
Means Subcommittee on Social Security. The goal of this policy op-
tion is to provide maximum integrity and transparency to the DI
program. This procedure provides an important first step in recog-
nizing the necessity to offer positive solutions in the near-term to
solve the long-term fiscal challenges of the Disability Insurance
Program.

Illustrative Policy Option

Eliminate the Ability to Receive Both Unemployment Insurance
and Disability Insurance. This option would eliminate concurrent
receipt of unemployment and disability insurance. This is a clear
example of duplication in the federal budget. This policy option
would give the Social Security Administration [SSA] the authority
to identify fraud and act on individuals from obtaining benefits
from both programs. This policy option is consistent with a similar
policy proposal the President has made in his budget requests. In
acknowledging the President desire to act, this budget takes the
first step in preventing across the board benefit reductions to the
Social Security program. This policy option could save up to $4.4
billion.

OASI’s Looming Insolvency

Although the OASI trust fund is projected to remain solvent
through 2034, its financial condition is more fragile than that esti-
mate suggests.

Any value in the balances of the Social Security Trust Fund is
derived from dubious government accounting. The trust fund is not
a real savings account. From 1983 to 2010, more tax revenues were
collected by the trust fund than what it paid out in Social Security
benefits. Given this surplus, the government borrowed all of these
dedicated funds and spent them on other government programs un-
related to Social Security. The trust fund holds Treasury securities,
but the ability to redeem these securities is completely dependent
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on the Treasury’s ability to raise money through taxes or bor-
rowing.

Moreover, as noted earlier, the program is now running a cash
deficit; it is paying out more in benefits than it collects in payroll
taxes. This trend will worsen as 10,000 baby boomers are reaching
retirement age every day. To pay full benefits, the government
must pay back the money it owes Social Security. In testimony be-
fore the House Budget Committee, Congressional Budget Office Di-
rector Douglas W. Elmendorf stated: “I{OIn a unified budget basis,
taking account of just the tax revenues, the dedicated tax revenues,
and the benefits, [Social Security] is contributing [to] the deficit
now. If one instead looks at just the balance in the Social Security
Trust Fund, * * * the annual balance is positive now, but will be
negative within about a half dozen years.” ¢4

Social Security’s fiscal condition warrants a long-term solution
that keeps the promise made to the Nation’s current and future re-
tirees.

This budget calls for a bipartisan path forward in addressing the
long-term structural problems within Social Security. The path will
require all parties to first acknowledge the fiscal realities of this
critical program. Short-term policy proposals that merely delay ad-
dressing Social Security’s long-term fiscal challenges are no longer
acceptable. Neither borrowing between the OASI and DI trust
funds, nor reallocating the apportionment of payroll tax revenues
to each fund is long-term solutions to Social Security’s fiscal chal-
lenges. In testimony before the House Budget Committee, CBO Di-
rector Elmendorf acknowledged this reality: “If you want to help
both programs youre not going to accomplish that by moving
money around just between them.” 65

The President’s Fiscal Commission elevated the debate, sug-
gesting a more progressive benefit structure to ensure that the ma-
jority of benefits go to the Nation’s most vulnerable. The Commis-
sion also acknowledged the reality of increasing longevity and pro-
posed reforms to alleviate the demographic problems that are un-
dermining Social Security’s finances.

Certain details of the commission’s Social Security proposals,
particularly on the tax side, are questionable. This budget does not
endorse taking more money from families and businesses. Nonethe-
less, the Commission outlined a number of bold positive solutions
that would strengthen the long-term solvency of Social Security.
This budget seeks to build on the President’s Fiscal Commission by
requiring the President to put forward specific solutions to fix So-
cial Security’s long-term fiscal problem. The budget also puts the
onus on Congress to offer legislation ensuring the long-term sol-
vency of this program, and endorses policy options to combat fraud
in the Disability Insurance program. Any policy proposal offered re-
garding the Disability Insurance program should first and foremost
strengthen the long-term integrity of the program for the Nation’s
disabled community.

647J.S. House, Committee on the Budget. The Congressional Budget Office’s Budget and Eco-
nomic Outlook, hearing on 13 February 2013 (Serial No. 113-1). Washington: Government Print-
ing Office, 2013.

65U.S. House, Committee on the Budget. The Congressional Budget Office’s Budget and Eco-
nomic Outlook, hearing on 27 January 2013.
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Starting the Process

This budget requires the President and Congress to begin the
process of reforming Social Security by altering a current-law trig-
ger that, in the event the Social Security program is not sustain-
able, requires the President, in conjunction with the Social Security
Board of Trustees, to submit a plan for restoring the balance to the
fund. This provision would then require congressional leaders to
put forward their positive solutions to ensure of the long-term sol-
vency of the Social Security Program. The Committee on Ways and
Means would make the final determination on policy decisions.
This provision would require that:

e If in any year the Board of Trustees of the Federal Old-Age
and Survivors Insurance Trust Fund and the Disability Insur-
ance Trust Fund, in its annual Trustees’ Report, determined
that the 75-year actuarial balance of the Social Security Trust
Funds in the 75th year is in deficit, the Board of Trustees
should, no later than the 30th of September of the same cal-
endar year, submit to the President recommendations for stat-
utory reforms necessary to achieve a positive 75-year actuarial
balance and a positive annual in the 75th year.

e No later than the 1st of December of the same calendar year
in which the Board of Trustees submits its recommendations,
the President shall promptly submit implementing legislation
to both Houses of Congress including recommendations nec-
essary to achieve a positive 75-year actuarial balance and a
positive annual balance in the 75th year.

e Within 60 days of the President’s submitting legislation, the
committees of jurisdiction to which the legislation has been re-
ferred shall report the bill, which shall be considered by the
full House or Senate under expedited procedures.

MEDICARE

Function Summary: Direct Spending

With the creation of the Medicare Program in 1965,66 the United
States made a commitment to help fund the medical care of Amer-
ican seniors. President Kennedy said such a program was needed
to protect not only the poor, but also those who had worked for
years and who could suddenly lose all their savings because of cost-
ly health problems. For a majority of seniors, this had become a
dire reality. Most had been priced out of the health insurance mar-
ket, which already followed an employment-based model, and left
many with the terrible choice of exhausting their own life savings,
burdening working-age children with costly medical bills, or deny-
ing themselves necessary medical care. The Medicare Program lift-
ed this burden, providing access to affordable health care for Amer-
ica’s seniors.

Letting government break its promises to current and future gen-
erations of seniors is unacceptable. It is irresponsible, however, to
ignore the current projected spending path of Medicare, which is

66 Title XVIII of the Social Security Act of 1965.
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leading the program toward bankruptcy. Without reform, Medicare
benefits will either be dramatically reduced or program spending
will continue to consume an ever-larger portion of the Federal
budget.

Between 1970 and 2014, gross Federal spending for Medicare
rose from 0.7 percent of gross domestic product [GDP] to 3.0 per-
cent. In its latest long—term budget projections, the Congressional
Budget Office estimated Medicare spending will continue to rise in
the coming decades and is expected to reach 4.6 percent of GDP by
2039, net of offsetting receipts.6” Medicare’s trustees project that
Medicare’s Hospital Insurance Trust Fund will be bankrupt by
2030.68 As discussed further below, this projection may in fact be
optimistic because it relies in part on spending reduction policies
by the Affordable Care Act that may be unsustainable. Medicare’s
untenable fiscal situation threatens the government’s ability to
keep its commitment to America’s seniors.

In addition, placing Medicare on a sustainable path is an indis-
pensable part of restoring the Federal Government’s fiscal balance.
The reforms outlined in this budget protect and preserve Medicare
for current and future generations.

A number of factors contribute to the rising spending in Medi-
care. The aging of the baby-boom generation, as 10,000 baby
boomers are reaching retirement age everyday, is the greatest con-
tributing factor. While the population of Medicare beneficiaries
grows, the relative number of workers subsidizing program costs
through dedicated payroll taxes declines. In 1965, there were ap-
proximately 4.5 workers per beneficiary; today there are only 3
workers per beneficiary—and that ratio continues to decrease with
time. Other challenges include increased costs per beneficiary due
to rising health care inflation. Thanks to increased life
expectancies, beneficiaries also spend more time in the Medicare
program. When the program was originally created, life expectancy
was 70 years for the average American. Today, the average life ex-
pectancy is approximately 79 years, while the Medicare age of eligi-
bility has remained static at 65 years.

Medicare’s unsustainable fiscal situation threatens the govern-
ment’s ability to keep its commitment to America’s seniors. The
program’s fundamentally flawed structure (described further below)
is driving up health care costs, threatening to bankrupt the system
and ultimately the Nation. Unless the Medicare program undergoes
reforms to improve its fiscal solvency, the program will end up
causing exactly what it was created to avoid: millions of American
seniors without adequate health security and a younger working
generation saddled with enormous debts due to spending levels
that cannot be sustained.

The budget resolution reflects Medicare benefits in the direct
spending portion of Function 570 (see Table 3). The function in-
cludes all four program components: the Medicare Part A Hospital
Insurance Program, Part B Supplementary Medical Insurance Pro-

67 Congressional Budget Office, The 2014 Long-Term Budget Outlook, 15 July 2014: https:/
www.cbo.gov/sites/default/files/45471-Long-TermBudgetOutlook 7-29.pdf.

682014 Annual Report Of The Boards Of Trustees Of The Federal Hospital Insurance And
Federal Supplementary Medical Insurance Trust Funds, 28 July 2014: http://www.cms.gov/Re-
search-Statistics-Data-and-Systems/Statistics-Trends-and-Reports/ReportsTrustFunds/
downloads/tr2014.pdf.
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gram, Part C Medicare Advantage Program, and Part D Prescrip-
tion Drug Benefit. The function also reflects premiums paid by
beneficiaries for voluntary program services, namely Parts B and
D. For fiscal year 2016, the net direct spending totals in the resolu-
tion are $571.1 billion in budget authority and $571.1 billion in
outlays. Over 10 years, Medicare direct spending is projected at
$7.1 trillion in budget authority and $7.1 trillion in outlays.

Each section of the program has its own financial structure. Part
A, the hospital insurance benefit, is financed primarily by a 2.9
percent payroll tax, which is shared equally between employer and
employee. Revenues are credited to the Hospital Insurance Trust
Fund. For Part B, premiums paid by beneficiaries cover about one-
quarter of outlays, and the Treasury’s General Fund covers the
rest. Medicare Advantage, or Part C, is financed through bene-
ficiary premiums and payments to private insurance plans from
Parts A and B, respectively. For Part D, the prescription drug ben-
efit, premiums are set—similarly to Part B—to cover about one-
quarter of the cost of basic coverage, and general funds cover most
of the remaining cost. Even though the program has two dedicated
sources of revenues, the 2.9 percent payroll tax and beneficiary pre-
miums, these funds are insufficient to fully support program out-
lays. According to the 2014 Medicare Trustees Report, general rev-
enues were needed to fund 41 percent of Medicare program costs
in 2013.69

Illustrative Direct Spending Policy Options

The President’s fiscal year 2016 budget proposes more than $431
billion in cuts to the Medicare Program, without providing any op-
tions for true structural reform that would strengthen and preserve
the program. As the Medicare program celebrates its 50th anniver-
sary, this budget pursues a responsible course to ensure the sus-
tainability of the Medicare program for the next 50 years. Although
the committees of jurisdiction—including Ways and Means and En-
ergy and Commerce—will make the final determinations on specific
Medicare reforms, the options described below offer a clear and re-
liable path toward solvency.

Premium Support. Under the current Medicare structure, the
Federal Government, not the patient, is the customer. With its no-
toriously diminished sensitivity to market forces, the government
has been slow to innovate and respond to transformations within
the health care delivery system. Controlling costs in an open-ended
fee-for-service system has proved impossible without limiting ac-
cess or sacrificing quality. Over the program’s entire history, in a
vain attempt to get control of the waste in the system, Washington
has made across-the-board payment reductions to providers with-
out regard to quality or patient outcomes—a strategy that has
proved unsuccessful. Costs have continued to grow, seniors con-
tinue to lose access to quality care, and the program remains on
a path to bankruptcy. Inaction will not protect Medicare; it will
only hasten the program’s demise.

69 Ibid.
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Reform aimed at empowering patients—combined with a
strengthened safety net for the poor and the sick—will not only en-
sure the fiscal sustainability of this program, the Federal budget,
and the U.S. economy, but also guarantee that Medicare can fulfill
the promise of health security for America’s seniors. Hence, this
budget resolution fully supports transitioning the Medicare pro-
gram to a premium support system.

Starting in 2024, seniors (those who first become eligible by turn-
ing 65 on or after 1 January 2024) would be given a choice of pri-
vate plans competing alongside the traditional fee-for-service Medi-
care program on a newly created Medicare exchange. Medicare
would provide a premium support payment either to pay for or off-
set the premium of the plan chosen by the senior, depending on the
plan’s cost.

The Medicare recipient of the future would choose, from an array
of guaranteed-coverage options, a health plan that best suits his or
her needs. This is not a voucher program. A Medicare premium
support payment would be paid, by Medicare, directly to the plan
or the fee-for-service program to subsidize its cost. The program
would operate in a manner similar to that of the Medicare prescrip-
tion drug benefit. The Medicare premium support payment would
be adjusted so that the sick would receive higher payments if their
conditions worsened; lower-income seniors would receive additional
assistance to help cover out-of-pocket costs; and wealthier seniors
would assume responsibility for a greater share of their premiums.

This approach to strengthening the Medicare Program, which is
based on a long history of bipartisan reform plans, including the
1999 Breaux-Thomas Commission and the Domenici-Rivlin 2010
Report, would ensure security and affordability for seniors now and
into the future.’0:71 In September 2013, the Congressional Budget
Office analyzed illustrative options of a premium support system.
CBO found that a program in which the premium support payment
was based on the average bid of participating plans would result
in savings for affected beneficiaries as well as the Federal Govern-
ment. Moreover, it would set up a carefully monitored exchange for
Medicare plans. Health plans that chose to participate in the Medi-
care exchange would agree to offer insurance to all Medicare bene-
ficiaries, to avoid cherry-picking, and to ensure that Medicare’s
sickest and highest-cost beneficiaries receive coverage.”2

This reform also ensures affordability by fixing the currently bro-
ken subsidy system and letting market competition work as a real
check on widespread waste and skyrocketing health care costs. Put-
ting patients in charge of how their health care dollars are spent
will force providers to compete against each other on price and
quality.

The resolution envisions giving seniors the freedom to choose
plans best suited for them, guaranteeing health security through-

70 National Bipartisan Commission on the Future of Medicare, Building a Better Medicare for
Today and Tomorrow, 16 March 1999: http://thomas.loc.gov/medicare/bbmtt31599.html.

71Bipartisan Policy Center, Restoring America’s Future, November 2010: http:/
bipartisanpolicy.org/wp-content/uploads/sites/default/files/
BPC%20FINAL%20REPORT%20FOR%20PRINTER%2002%2028%2011.pdf.

72 Congressional Budget Office, A Premium Support System for Medicare: Analysis of Illus-
trative Options, 18 September 2013: http://www.cbo.gov/sites/default/files/09-18-
PremiumSupport.pdf.
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out their retirement years. To further ensure Medicare’s long-term
sustainability, the budget includes additional reforms starting in
2024, at which point the age of eligibility for Medicare would begin
to rise gradually to correspond with Social Security’s retirement
age.

A Unified Deductible and Supplemental Insurance Reform. Chal-
lenges to the program’s fiscal solvency still remain prior to the im-
plementation of premium support. This budget strengthens the
Medicare program through another bipartisan proposal to mod-
ernize the outdated fee-for-service benefit to have a single deduct-
ible and by reforming supplemental insurance policies beginning in
2018. This proposal, which was also supported by a number of bi-
partisan commissions including Breaux-Thomas, Rivlin-Domenici,
and Simpson-Bowles, would allow the Medicare benefit to operate
more like private health insurance coverage.’3:7475 With this re-
form, Medicare will have a single, annual deductible for medical
costs and include a catastrophic cap on annual out-of-pocket ex-
penses—an important aspect of the private health insurance mar-
ket to safeguard the sickest and poorest beneficiaries that is cur-
rently absent from Medicare. These reforms build in further protec-
tions for beneficiaries and for the preservation of the Medicare pro-
gram for future generations.

A Long-Term “Doc Fix.” In recent years, Medicare’s physician re-
imbursement formula—the “sustainable growth rate”—has threat-
ened steep reductions in payments for physicians, creating an un-
stable reimbursement environment and, in some cases, limiting ac-
cess for beneficiaries by discouraging physicians from taking on ad-
ditional Medicare patients. Congress has patched over the problem
seventeen times over the past decade—a practice known as the
“doc fix.” These measures only temporarily solve the problem, but
a permanent fix is required to stabilize the program. Although the
President’s budget failed to identify a way to pay for a permanent
fix of the sustainable growth rate, this budget fully accounts for the
cost of a permanent reform to physician payments in a responsible
manner—preserving access for Medicare beneficiaries and restoring
certainty to the reimbursement system for patients and physicians.

Ending the Raid on the Medicare Trust Fund. Supporters of the
Affordable Care Act insist the law can both shore up the Medicare
Trust Fund and pay for a new health care entitlement program. In
2012 testimony before the House Budget Committee, Richard S.
Foster, then Medicare’s chief actuary, stated the truism that the
same dollar could not be spent twice.”® This budget calls for direct-
ing any potential Medicare savings in current law toward shoring
up Medicare, not paying for new entitlements. The budget also re-

73 National Bipartisan Commission on the Future of Medicare, op. cit, 16 March 1999; Bipar-
tisan Policy Center, op. cit. November 2010.

74 Bipartisan Policy Center, op. cit. November 2010.

75The National Commission on Fiscal Responsibility and Reform, The Moment of Truth, De-
cember 2010: http://www.fiscalcommission.gov/sites/fiscalcommission.gov/files/documents/
TheMomentofTruth12 1 2010.pdf.

76 House Committee on the Budget, The Fiscal Consequences of the New Health Care Law:
House Budget Committee Witnesses Testify on the Law’s True Budgetary Impact, 26 January
2011: http://budget.house.gov/healthcare/hearing1262011.htm.
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peals the health care law’s new rationing board, the Independent
Payment Advisory Board.

Medical Liability Insurance Reform. This budget also advances
commonsense curbs on abusive and frivolous lawsuits. Medical law-
suits and excessive verdicts increase health care costs, result in re-
duced access to care, and contribute to the practice of defensive
medicine. When mistakes happen, patients have a right to fair rep-
resentation and fair compensation. The current tort litigation sys-
tem, however, too often serves the interests of lawyers while driv-
ing up costs. The budget supports several changes to laws gov-
erning medical liability.

Means-Testing Premiums for High-Income Seniors. This budget
also advances a bipartisan proposal to further means-test pre-
miums in Medicare Parts B and D for high-income seniors, with
the same provisions the President proposed in his fiscal year 2014
budget.

Graduate Medical Education. This budget recognizes that all
Americans benefit from a strong physician workforce, and yet the
country faces a significant physician shortage. Recent projections
estimate a shortfall of up to 90,000 physicians nationwide by 2025.
By this time, only half of the baby-boom generation will have aged
into the Medicare Program, and demand for physicians will far out-
pace supply. Unlike the President’s fiscal year 2016 budget, which
proposes deep cuts to graduate medical education, this budget pro-
vides for reform of this program to better match the Nation’s
health care needs.

Payment Reforms to Promote Quality and Patient Outcomes. The
budget promotes payment reforms that would create incentives and
reward providers for delivering high-quality, responsive, and co-
ordinated care in the most clinically appropriate setting based on
a patient’s individual medical needs.

MEDICAID, THE AFFORDABLE CARE ACT,
AND RELATED PROGRAMS

Function Summary: Direct Spending

One of the worst conceits of Washington is that it can centrally
manage the entire health care sector. The American health care
system is made up of innovative entrepreneurs willing to take risks
to find cures and therapies, hardworking medical professionals who
commit themselves to medicine because they are dedicated to pa-
tients, and millions of patients who hold nothing more dear than
their health.

Innovation should be applauded. America’s scientists and engi-
neers should be left to find cures and therapies, not wading
through regulatory guidance. The practice of medicine should be re-
spected. Doctors should be allowed to use their time to care for pa-
tients, not be forced to spend their time doing paperwork. Finally,
patients should be at the center of the health care system. Patients’
health care information, concerns, and decisions should be left be-
tween them and their doctors—and their health care goals should
be the driving force behind America’s health care policies.
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While no one objects to ensuring health care for as many Ameri-
cans as possible, government-run health care is not the answer. It
distorts the medical market, drives up prices, requires tedious reg-
ulations, and undermines Americans’ liberty in this most important
and intimate realm: their health. Health care decisions should be
made by patients and doctors, not by Washington. Yet for decades,
Federal policymakers have moved relentlessly in the opposite direc-
tion—and their strategy has proved a costly failure.

The products of this concept include Medicare (discussed in Func-
tion 570), Medicaid, and now the Affordable Care Act [ACAL77 Of
these, Medicaid constitutes the majority of direct spending in this
function (Function 550 in Table 3). The direct spending totals for
fiscal year 2016 are $358.75 billion in budget authority and
$368.45 billion in outlays. Over 10 years, the budget projects about
$3.3 trillion in budget authority and $3.3 trillion in outlays.

Medicaid is a crucial component of the American safety net. It
provides a vital level of security for low-income Americans who
struggle with long-term illnesses and disabilities. These are Ameri-
cans who are unable to perform substantial gainful activities. Med-
icaid is often the only option for people in these difficult cir-
cumstances, and the program aims to provide these individuals
with a pillar of a stable foundation: health care.

Medicaid is also a crucial program for low-income children, par-
ents, pregnant women, and seniors. The American social safety net
should catch these individuals when they fall; for those who are
able bodied, it should serve as a springboard to help them get back
up.

For many, though, Medicaid’s promises are empty, its goals are
unmet, and its dollars are wasted. Sick individuals cannot get ap-
pointments, new beneficiaries cannot find doctors, and Medicaid
cards are little more than pieces of plastic. Doctors who provide
services to Medicaid patients are severely under-reimbursed, a
problem that does not get easier to solve by adding more individ-
uals to the system. Without reform, Medicaid will not be able to de-
liver on its promise to provide a sturdy health care safety net for
the country’s most vulnerable.

Additionally, Medicaid spending is not sustainable. The program
turns 50 this year, but its next 50 years are highly uncertain. By
2030, Medicaid, along with Medicare, Social Security, and net in-
terest payments, will take up every dollar of Federal Government
revenue. That means that if these three programs stay on their
current paths, America will no longer be able to afford its other pri-
orities—national defense, education, transportation, and other safe-
ty net programs. The government will have to either sharply con-
strain these programs and their intended beneficiaries, or put very
large sums on the country’s credit card, which already has reached
its limit. The options will be less severe if the problems are ad-
dressed earlier. The budget is committed to this aim.

According to the CBO, Medicaid spending has increased by more
than 2000 percent, and 240 percent of GDP, since 1980. The in-

77The Affordable Care Act, as described in this report, consists of the two related measures
enacted in March 2010 that constituted the health care legislation: the Patient Protection and
Affordable Care Act (Public Law 111-148), and the Health Care and Education Reconciliation
Act of 2010 (Public Law 111-152).



105

creases in just the past 15 years have totaled 155 percent in dollars
and 42 percent as a share of GDP. CBO projects Federal spending
on this program to be $335 billion in fiscal year 2015. This amount
is expected to grow by 75 percent over the next 10 years, reaching
$588 billion by fiscal year 2025.78

This number, however, masks the full cost of Medicaid, because
it represents only the Federal share of spending. States also pay
a significant share of Medicaid costs, and their spending on the
program is expected to follow these upward trends, too. According
to the Centers for Medicare and Medicaid Services, total State
Medicaid spending will rise from about $216.0 billion in fiscal year
2015 to $342.5 billion in fiscal year 2022.79

Medicaid’s current structure gives States a perverse incentive to
expand the program and little incentive to save. For every dollar
that a State government spends on Medicaid, the Federal Govern-
ment pays an average of 57 cents (and between 90 and 100 cents
of every dollar for those who are newly eligible under the Afford-
able Care Act).80 Expanding Medicaid coverage during boom years
is tempting for States because State governments pay less than
half the cost. Conversely, there is little incentive to restrain Medic-
aid’s growth because State governments only save 43 cents for
every dollar worth of coverage they rescind.

The President’s health care law exacerbates this dynamic by add-
ing even more liabilities to an already strained program. CBO esti-
mates the new law will increase Federal Medicaid and State Chil-
dren’s Health Insurance Program spending by $920 billion over the
2016—-25 period.8! This sharp increase is due to the millions of new
beneficiaries the Affordable Care Act will drive into these pro-
grams. In fact, CBO estimates that in 2025, 16 million new enroll-
ees will be added to the Medicaid Program as a result of the ACA.

Illustrative Direct Spending Policy Options

For all the reasons given above, the resolution calls for major re-
forms of the Medicaid program and repeal of the Affordable Care
Act. Regarding the latter, it should be emphasized that repeal is
a necessary first step, but it is still only the first step in fixing a
broken program. The status quo prior to the ACA is not acceptable.
Instead, repeal is intended to clear the way to a more sound and
patient-centered approach to health care in America. The budget
resolution includes a policy statement that describes the contours
of such a patient-centered approach.

The House committees responsible for the program changes in
these areas are Energy and Commerce, Ways and Means, Edu-
cation and the Workforce, Judiciary, Natural Resources, House Ad-
ministration, and three of the Committee on Appropriations’ Sub-
committees: Agriculture, Rural Development, Food and Drug Ad-
ministration and Related Agencies; Labor, Health and Human
Services, Education and Related Agencies; and Legislative Branch.
They will determine the exact parameters of structural Medicaid

78 Congressional Budget Office, The Budget and Economic Outlook: 2015 to 2025, p. 166—67.

79 Office of the Actuary, Centers for Medicare and Medicaid Services, 2013 Actuarial Report
on the Financial Outlook for Medicaid.

80 Congressional Budget Office, op. cit. p. 68-69.

81Tbid. p. 117.
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reform, as well as those for other policies flowing from the fiscal
assumptions in this budget resolution. Nevertheless, the need for
meaningful Medicaid reform and other measures to slow the
growth of Federal spending are critical, and one set of potential ap-
proaches is outlined below.

Provide State Flexibility on Medicaid. One way to strengthen and
secure the Medicaid benefit is to convert the Federal share of Med-
icaid spending into State Flexibility Funds that each State could
tailor to meet its needs. Governors and State legislatures are closer
to patients in their States and know better than Washington bu-
reaucrats where there is unmet need in the system and where
there are opportunities to cut down on waste, fraud, and abuse.

State Flexibility Funds would end the misguided one-size-fits-all
approach that ties the hands of State governments trying to make
their Medicaid programs as effective as possible. State Flexibility
Funds would provide each State with the freedom and flexibility to
tailor a Medicaid program that fits the needs of its unique popu-
lation.

There are great examples from across the country that dem-
onstrate the ability of States to use the existing, though limited,
flexibility in Medicaid’s waiver program to promote innovative re-
forms that produce cost savings and quality improvements. For ex-
ample, through its Healthy Indiana Plan (which Indiana imple-
mented prior to the ACA), Indiana provided residents who did not
qualify for Medicaid with access to health benefits such as physi-
cian services, prescription drugs, inpatient and outpatient hospital
care, and disease management.

All States should have the flexibility to adapt their Medicaid pro-
grams to fit their particular needs—to expand coverage for popu-
lations in their States who need it; to implement work require-
ments for able-bodied, working-age Medicaid beneficiaries; to pro-
mote personal responsibility and healthy behaviors; and to encour-
age a more holistic approach to care that considers not only Med-
icaid beneficiaries’ health conditions but also their economic, social,
and family concerns. State legislators and governors know their
people better than far-away Washington and should have the flexi-
bility they need to provide the best care to their residents.

This reform also would improve the health care safety net for
low-income Americans by giving States the ability to offer their
Medicaid populations more options and better access to care. Med-
icaid recipients, like all other Americans, should be able to choose
their own doctors and make their own healthcare decisions, instead
of having Washington make those decisions for them.

The budget resolution proposes to transform Medicaid from an
open-ended entitlement into a State Flexibility program like
SCHIP. Medicaid and SCHIP would be unified under the proposal.
This budget includes a reserve fund to provide for extension of Fed-
eral spending for SCHIP.

This kind of reform would ease the fiscal burdens imposed on
State budgets, contribute to the long-term stabilization of the Fed-
eral Government’s fiscal path, and preserve the Medicaid safety
net.
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Repeal the Medicaid Expansions in the New Health Care Law.
The recently enacted health care law called for major expansions
in the Medicaid program as of 2014. The Federal Government will
pay a significantly larger share of the Medicaid expenses for indi-
viduals who are newly eligible for Medicaid due to the ACA, dra-
matically increasing outlays. Newly eligible beneficiaries will also
add pressure to already-strained State budgets beginning in 2016
when the Federal matching rate begins to decrease and the new
health care law forces States to bear some of the expansion costs.

According to CBO, there will be 11 million new individuals in the
Medicaid program in 2015, and by 2020 there will be 16 million
new individuals in the program because of the ACA. These new
beneficiaries add additional pressure to an already strained sys-
tem, adding more people to a group that already struggles to find
doctors willing to take them on as patients or find time for their
appointments.

Not only does this expansion magnify the challenges to both
State and Federal budgets, it also binds the hands of local govern-
ments in developing solutions that meet the unique needs of their
citizens. The health care law would exacerbate the already crip-
pling one-size-fits-all enrollment mandates that have resulted in
below-market reimbursements, poor health care outcomes, and re-
strictive service availability.

The budget calls for repealing the Medicaid expansions contained
in the health care law and removing the law’s burdensome pro-
grammatic mandates on State governments. Adopting this option
would save $904 billion over 10 years.

Repeal the Exchange Subsidies Created by the New Health Care
Law. According to CBO estimates, the ACA’s health insurance ex-
change subsidies will cost American taxpayers $1.1 trillion over the
next 10 years. The subsidies cost a lot more than that, however;
they cost Americans the freedom to make their own decisions about
their own health care coverage.

The President’s health care law pairs these subsidies with new
bureaucratic controls and a new tax on individuals without health
coverage.82 Together these provisions will undermine the competi-
tive forces of the marketplace and gradually crowd out the private
insurance market, resulting in worse health care quality and
health outcomes for Americans.

The government is also in charge of determining who is eligible
for government-provided subsidies and who will be subject to the
full cost of these expensive, new government-controlled plans. Eligi-
bility determinations are subject to a maze of rules and regula-
tions. Subsidies for individuals and families are based on the Fed-
eral Poverty Level. Because the law does not account for two-in-
come households, subsidies are reduced for families where both
parents work and earn income. As a result, the subsidy calcula-
tions create a disincentive for couples to marry or remain married
under the ACA because they cannot afford to pay their premiums
at current rates. These subsidies also are often miscalculated, lead-

82The ACA’s authors wrote this provision as a mandate requiring people to purchase health
insurance or pay a tax penalty. The Supreme Court in 2012 ruled the provision was unconstitu-
tional as a mandate, but that the very same provision could stand as a tax.
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ing to individuals and families owing the IRS huge payments at tax
time.

This budget stands for the principles that health care entities
should not be forced to be complicit in abortion, individuals should
be free to make their own decisions about health insurance, organi-
zations should not be forced to finance activities or make health de-
cisions that violate their religious or moral beliefs, and a single-
payer health system—which the ACA will eventually foster—is
wrong for America. What type of health insurance and how much
health care Americans can get is a decision that should involve the
individual and his or her doctor—not one that should be trusted to
bureaucrats in Washington. This budget recommends repealing the
new health care law in its entirety.

Repeal of the insurance subsidies and other exchange-related
spending would save roughly $1.1 trillion over 10 years. CBO’s $1.1
trillion estimate for the spending associated with exchange sub-
sidies combines a mix of both outlays and revenues. Function 550
reflects only the savings that would result from repealing the Fed-
eral outlay portion of this spending.83 This budget assumes full re-
peal of all of the new health care law’s tax increases as part of com-
prehensive tax reform.

Limit Federal Employee Health Benefit Growth for Retired Mem-
bers of Congress and Their Staffs and Base Retirement Benefits on
Length of Service. Currently, Federal contributions to the Federal
Employees Health Benefits Program grow by the average weighted
rate of change in these programs. This budget supports restricting
the growth in these plans to inflation for retirees.®¢ This proposal
assumes direct spending savings of $21.7 billion for adopting a pol-
icy like this. The budget also proposes basing Federal employee re-
tirees” health benefits on length of service. This option would re-
duce premium subsidies for retirees who had relatively short Fed-
eral careers and result in $1.2 billion in savings.

FARM SUPPORT AND RELATED PROGRAMS

Function Summary: Direct Spending

While agriculture has experienced high market prices and in-
comes since 2009, net farm income in 2015 is expected to fall
sharply from 2013’s record-high level. The recently-passed Agricul-
tural Act of 2014—otherwise known as the Farm Bill—made a
number of reforms to agricultural policies, most notably by elimi-
nating Direct Payments which had cost taxpayers almost $91 bil-
lion over the past 18 years and were paid regardless of market con-
ditions. Significant declines in market prices over the past year are
expected to result in increased levels of assistance under the Farm

83The insurance premium subsidies are provided in the form of refundable tax credits. This
means some recipients receive the subsidy as a reduction in their tax liabilities. If all or part
of the credit exceeds the individual’s tax liability, that portion—the “refundable” part of the
credit—is delivered as a payment and categorized as an outlay. Most of the subsidies are pro-
vided in the latter way. See Congressional Budget Office, Insurance Coverage Provisions of the
Affordable Care Act—CBO’s January 2015 Baseline, January 2015: http:/www.cbo.gov/sites/de-
fault/files/cbofiles/attachments/43900—2015-01-ACAtables.pdf.

84The budget also restricts growth of the FEHB program for current Congress Members and
their staffs. This cost-savings proposal is shown in the discretionary spending section of Func-
tion 550.
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Bill’s new price- and revenue-based programs. While it is important
to continue to reform agricultural programs, weather and market
challenges continue to highlight the importance of maintaining a
strong safety net for farmers.

Direct spending programs in the agriculture function include di-
rect assistance and loans to food and fiber producers, export assist-
ance, agricultural research, and other programs.

The committee appreciates the Agriculture Committee’s effort in
the Farm Bill to reduce overall direct spending in this area. The
budget resolution calls for direct spending in this function of $14.0
billion in budget authority and $15.2 billion in outlays in fiscal
year 2016. The 10-year direct spending totals for budget authority
and outlays are $135.6 billion and $133.9 billion, respectively. The
figures appear in Function 350 of Table 3.

Illustrative Direct Spending Policy Options

Specific policies affecting direct spending in this function will be
determined by the Agriculture Committee. Among the options it
may wish to consider are the following.

Reform Agricultural Programs. The budget proposes that addi-
tional savings be found in this area. Under this option, mandatory
agricultural outlays, other than food and nutrition programs, will
be reduced by $23 billion relative to the currently anticipated levels
from fiscal year 2016 through fiscal year 2025. These savings could
be achieved by continuing to reform agricultural programs. These
proposed savings are coupled with significant benefits that will be
realized from other provisions in this budget, including regulatory
relief, fundamental tax reform, and stronger economic growth as
the burden of federal deficits is lifted from the economy.

BANKING, COMMERCE, POSTAL SERVICE,
AND RELATED PROGRAMS

Function Summary: Direct Spending

As with its annually appropriated programs, the Federal Govern-
ment has used direct spending in commerce and housing in a way
that moves from healthy and productive support for industry to
over-subsidizing corporations and unfairly exposing taxpayers to
risk. One example is Fannie Mae and Freddie Mac, which were
placed into Federal conservatorship in 2008 and remain a part of
the Federal Government. As a result, taxpayers remain exposed to
Fannie’s and Freddie’s more than $5 trillion of outstanding com-
mitments.

On a unified basis, the resolution provides $6.4 billion in direct
spending budget authority and — $7.3 billion in outlays in this area
in fiscal year 2016 (shown in Function 370 of Table 3, Commerce
and Housing Credit). Reforms will be determined by the Committee
on Financial Services, the Committee on Energy and Commerce,
and the Committee on Oversight and Government Reform. Criteria
the committees may wish to apply include promoting free enter-
prise and economic growth in a responsible way, scaling back cor-
porate welfare, and protecting taxpayers from the risk of future
bailouts.
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Illustrative Direct Spending Policy Options
ON-BUDGET DIRECT SPENDING

Terminate Corporation for Travel Promotion. In 2010, Congress
established a new annual payment to the travel industry and cre-
ated a new government agency, the Corporation for Travel Pro-
motion (now called Brand USA), to conduct advertising campaigns
encouraging foreign travelers to visit the United States. This budg-
et recommends ending these subsidies and eliminating the new
agency because it is not a core responsibility of the Federal Govern-
ment to pay for and conduct advertising campaigns for any indus-
try. Moreover, the travel industry can and should pay for the ad-
vertising from which it benefits.

Reform the Universal Service Fund. The Universal Service Fund
[USF] provides subsidized telecommunications services through
four main programs: High-Cost Support, Schools and Libraries,
Lifeline Program, and Rural Health Care. The USF is funded
through mandatory contributions by carriers, who pass these costs
to consumers as fees on subscribers’ telephone bills. This budget
resolution aims to reform burdensome programs and has identified
the Lifeline Program, which provides phone service subsidies to
low-income Americans, as one example. The Lifeline Program,
under the jurisdiction of the Federal Communications Commission,
costs taxpayers an estimated $2 billion a year while being plagued
by fraud, waste, and abuse. Reforming this program will signifi-
cantly reduce the burden on taxpayers.

Restrict FDIC Authority Provided by Dodd-Frank to Bail Out
Bank Creditors. Dodd-Frank expands and centralizes power in
Washington, exacerbating the root causes of the 2008 crisis. It con-
tains layer upon layer of new bureaucracy sewn together by com-
plex regulations, yet it fails to address key problems, such as
Fannie Mae and Freddie Mac, that contributed to the worst finan-
cial unraveling in recent history. Although the law is dubbed “Wall
Street Reform,” it actually intensifies the problem of too-big-to-fail
by giving large, interconnected financial institutions advantages
that small firms will not enjoy.

Although the proponents of Dodd-Frank went to great lengths to
denounce bailouts, the law only sustains them. The Federal Deposit
Insurance Corporation [FDIC] now has the authority to access tax-
payers’ dollars to bail out the creditors of large, “systemically sig-
nificant” financial institutions. The resolution calls for ending this
regime, now enshrined into law, which paves the way for future
bailouts. House Republicans put forth an enhanced bankruptcy al-
ternative that—instead of rewarding corporate failure with tax-
payer dollars—would place the responsibility for large, failing firms
in the hands of the shareholders who own them, the managers who
run them, and the creditors who finance them.

The resolution also supports cancelling the ability of the Bureau
of Consumer Financial Protection (created by Dodd-Frank) to fund
its operations by spending from the Federal Reserve’s yearly remit-
tances to the Treasury Department. Dodd-Frank was written to
provide off-budget financing for the new bureau, which is housed
within the Federal Reserve but enjoys complete autonomy. To pre-
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serve its independence as the Nation’s monetary authority, the
Federal Reserve is off budget, and its excess earnings from mone-
tary operations are returned to the Treasury to reduce the deficit.
Now, instead, Dodd-Frank requires diverting a portion of those re-
mittances to pay for a new bureaucracy with the authority to write
far-reaching rules on financial products and restrict credit to the
very customers it seeks to “protect,” outside the annual oversight
of Congress through the appropriations process.

Privatize the Business of Government-Controlled Mortgage Giants
Fannie Mae and Freddie Mac. In 2008, the Federal Government
placed Fannie Mae and Freddie Mac 8> into conservatorship to pre-
vent them from going bankrupt. The Treasury has already pro-
vided $187 billion in bailouts to Fannie and Freddie and, as men-
tioned above, taxpayers remain exposed to more than $5 trillion in
Fannie’s and Freddie’s outstanding commitments as long as the en-
tities remain in conservatorship. The Congressional Budget Office
[CBO] has recorded Fannie and Freddie as explicit financial compo-
nents of the Federal budget, accounting for their liabilities as li-
abilities of the government. In contrast, the administration does
not fully account for taxpayer exposure to Fannie and Freddie,
leaving them off budget. Despite recent dividend payments by
Fannie and Freddie, both enterprises continue to assume outsize
risks that place taxpayers in jeopardy in the event of future
downturns in the housing market.

This budget suggests putting an end to corporate subsidies and
taxpayer bailouts in housing finance. It envisions the eventual
elimination of Fannie Mae and Freddie Mac, winding down their
government guarantee, and ending taxpayer subsidies. In the in-
terim, this resolution seeks to remove distortions to allow an influx
of private capital and to advance various measures that would
bring transparency and accountability to these two government-
sponsored enterprises, which could include measures described in
H.R. 2767, the Protecting American Taxpayers and Homeowners
Act of 2013.

Incorporate Fair-Value Accounting Principles in the Credit Re-
form Act. As the exposure of taxpayers to Fannie and Freddie con-
tinues, taxpayers also are vulnerable to bailing out another hous-
ing giant, the Federal Housing Administration [FHA]. The capital
ratio of the FHA’s Mutual Mortgage Insurance fund has remained
below the congressionally mandated 2 percent level since the finan-
cial crisis. Given the precarious financial condition of the FHA, the
government should adopt measures to control the assumption of
risk by the FHA as other government-backed entities (such as
Fannie and Freddie) are wound down. Right now, the government
accounts for the risks carried by the FHA differently from how it
accounts for those of Fannie Mae and Freddie Mac. These dif-
ferences simply encourage just such a shift in risk.

The cost of FHA-insured loans are scored by calculating the net
present value of the cash flows associated with loans and dis-
counting those flows using a risk-free marketable Treasury security
rate. In contrast, the CBO uses fair-value accounting for Fannie

85 Formally the Federal National Mortgage Association [FNMA] and the Federal Home Loan
Mortgage Corporation [FHLMC].
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Mae- and Freddie Mac-guaranteed loans. Fair-value accounting
recognizes that adverse economic events such as market downturns
can cause loan defaults to rise; hence it reflects the full financial
risk incurred by taxpayers for backing these loans. In other words,
the current budgetary treatment of FHA loans understates the full
costs associated with them, thereby encouraging policymakers to
shift risk from Fannie and Freddie to the FHA.

This resolution requires the CBO to provide supplemental esti-
mates using fair-value scoring for federally backed mortgages and
mortgage-backed securities, regardless of which Federal agency is
acting as the insurer or guarantor.

As the government reforms its role in the U.S. housing markets,
which this resolution supports, Fannie, Freddie, and FHA loans
should be treated with parity and full transparency. The housing-
finance system of the future, however, should allow private-market
secondary lenders to fairly, freely, and transparently compete, with
the knowledge that they will ultimately appropriate risk for the
loans they guarantee. Their viability will be determined by the
soundness of their practices and the value of their services.

OFF-BUDGET DIRECT SPENDING

Reform the Postal Service. Like Social Security, the U.S. Postal
Service [USPS] is classified as off budget, meaning in part that its
spending does not appear in the legislative text of the budget reso-
lution.86 Nevertheless, government financial support for what is
supposed to be a self-sustaining operation represents a real cost to
taxpayers.

The USPS is unable to meet its financial obligations through its
own business-like operation, and desperately needs structural re-
forms. Since fiscal year 2007, the USPS has run annual operating
losses; in fiscal year 2014 it defaulted on another $5.7-billion pay-
ment to prefund the retirement health care of its employees. In
2009, the Government Accountability Office [GAO] added the USPS
to its “high-risk” list due to the Postal Service’s “deteriorating fi-
nancial situation,” finding that the “USPS urgently needs to re-
structure to reflect changes in its customers’ use of the mail, to
align its costs with revenues, generate sufficient funding for capital
investment, and manage its debt.”87 In its most recent high-risk
report update, GAO still has the USPS on its list as needing atten-
tion by Congress and the administration.®8 As of the close of fiscal
year 2014, the USPS had a total of approximately $124 billion in
unfunded long-term debt, including accrued health-benefit com-
pensation for postal retirees, workers’ compensation, and debt owed
to the Treasury.

The budget recommends giving the Postal Service the flexibility
that any business needs to respond to changing market conditions,
including declining mail volume, which is down more than 25 per-
cent since 2006. Examples of the flexibility that should be consid-
ered have been included in several reform proposals approved by
the House Committee on Oversight and Government Reform and

86 The U.S. Postal Service was statutorily placed off budget in the 1989 Omnibus Budget Rec-
onciliation Act.

87 Government Accountability Office, High-Risk Series: An Update, February 2013.

88 Government Accountability Office, High-Risk Series: An Update, February 2015.
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by the administration, including calls to modify both the frequency
and type of mail delivery. The budget also recognizes the need to
reform compensation of postal employees who currently pay a
smaller share of the costs of their health and life insurance pre-
miums than do other Federal employees. Taken together, these re-
forms are estimated to save more than $40 billion over 10 years
and would help restore the Postal Service’s solvency.

STUDENT LOANS, SOCIAL SERVICES,
AND RELATED PROGRAMS

Function Summary: Direct Spending

Supporting and investing in higher education is critical to the
Nation’s present and future. The Pew Research Center has docu-
mented some of the many benefits of attending college, including
better employment prospects and higher wages.8? Clearly, a strong
higher education system benefits students, families, and the coun-
try as a whole.

Recognizing these benefits, the Federal Government has provided
substantial support for higher education, particularly student
loans, since the 1960s. The government’s direct loan portfolio has
grown from roughly $106 billion outstanding in fiscal year 2007 to
more than $740 billion today. While support for higher education
is an important goal of government, policies that were designed to
help more Americans go to college have been accompanied by a few
troubling trends. As the Federal Government has provided greater
access to aid, colleges have consistently raised tuition and fees at
a rate well above inflation. This has made college more expensive
for many Americans, and thus less accessible—exactly the opposite
of what the Federal policies were intended to do. Additionally, it
has driven some students to take on crippling levels of debt to pay
for skyrocketing tuition.

Another problem is that the way the government currently ac-
counts for student loans (and most other Federal loan and loan
guarantee programs) fails to take market risk into account. This
tends to make student loans look less risky and less expensive than
they really are, and provides the federal government a perverse in-
centive to issue more loans regardless of whether that’s what’s best
for students. The unrealistic assumptions used in the current ac-
counting methodology is what causes the spending for this section
of the resolution—which is bound by the same estimating conven-
tions—to be negative: in fiscal year 2016 —$7.6 billion in budget
authority and —$967 million in outlays. As explained previously,
these figures are misleading.

Rather than foster a system that drives up tuition and presents
too many students with the difficult choice between crippling debt
or stopping short of their highest educational attainment, this reso-
lution envisions a framework that uses Federal dollars more effi-
ciently, accounts for student loans in a way that reflects their true
cost, and invests in a sustainable higher education system that is
good for students, institutions of higher education, and taxpayers.

89 Pew Research Center, “The Rising Cost of Not Going to College,” February 2014.
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Student loans are a major component of direct spending in this
category, shown as Function 500 in Table 3. In addition, the func-
tion reflects numerous other programs supporting higher edu-
cation, and some others that fund social services.

Illustrative Direct Spending Policy Options

The transformation of programs in this area will be determined
primarily by the Committee on Education and the Workforce. Com-
mittee members may be guided by some of the principles described
above. Potential policy options might include the following.

Repeal New Funding from the Student Aid and Fiscal Responsi-
bility Act [SAFRA] of 2010. During the debate on SAFRA, the Con-
gressional Budget Office provided estimates showing that projected
future savings from a government takeover of all Federal student
loans decreased dramatically when “market risk” was taken into
account. Since that time, the President’s National Commission on
Fiscal Responsibility and the Pew-Peterson Commission on Budget
Reform have recommended the incorporation of fair-value account-
ing for all Federal loan and loan-guarantee programs to enable a
true assessment of their cost to taxpayers.

SAFRA, however, exploited the higher non-adjusted savings pro-
jection to help subsidize the new health-care law and to increase
spending on several education programs. Although much of the
funding allocations have already been spent, Congress could cancel
some of the future spending by repealing recent expansions to some
Federal income-based repayment programs. The Income-Based Re-
payment program, created by the College Cost Reduction and Ac-
cess Act of 2007 and accelerated by the administration, is still rel-
atively new. Moreover, there are concerns that the expansions
could disproportionately benefit graduate and professional stu-
dents. Additionally, the President’s budget submission for fiscal
year 2016 contained an updated estimate showing a $22 billion de-
crease in the value of the federal loan portfolio, which is widely un-
derstood to be due in large part to expansions in Federal income-
based repayment programs.?® Congress should reform these pro-
grams to ensure they are meeting their intended goals and are de-
signed in a way that protects taxpayer dollars before being ex-
panded.

Accept the Fiscal Commission’s Proposal to Eliminate In-School
Interest Subsidies for Undergraduate Students. The Federal Gov-
ernment focuses aid decisions on family income prior to a student’s
enrollment and then provides a number of repayment protections
and, in some cases, loan forgiveness after graduation. There is no
evidence that in-school interest subsidies are critical to individual
matriculation.

Simplify the Existing Higher Education Programs to Protect Stu-
dents and Taxpayers. The way the current Federal aid system is
set up, it is unduly complicated and contains some provisions that
result in disparate treatment for some students. Given the numer-
ous other repayment options available, and the disparate treatment

90 See numbers provided in the following: Office of Management and Budget, Appendix: Budg-
et of the U.S. Government—Fiscal Year 2016, p. 377.
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inherent in its design, actions taken by the committee of jurisdic-
tion to streamline, reform, and simplify the current system could
include ending the Public Service Loan Forgiveness Program.

Terminate the Duplicative Social Services Block Grant. The So-
cial Services Block Grant is an annual payment sent to States
without a matching requirement to help achieve a range of social
goals, including child care, health services, and employment serv-
ices. Most of these are also funded by other Federal programs.
States are given wide discretion to determine how to spend this
money and are not required to demonstrate the outcomes of this
spending, so there is no evidence of its effectiveness. The budget
assumes eliminating this duplicative spending.

INCOME SUPPORT, NUTRITION,
AND RELATED PROGRAMS

Function Summary

The welfare reforms of the late 1990s are a success story of mod-
ern domestic policy, but they did not go as far as many think. Re-
formers were not able to extend their work beyond cash welfare to
other means-tested programs. If the government continues running
unsustainable deficits and experiences a debt crisis, the poor and
vulnerable will undoubtedly be the hardest hit, as the Federal Gov-
ernment’s only recourse will be severe, across-the-board cuts.

Supporting work, encouraging innovation, and measuring pro-
gram effectiveness are essential elements to reforming the Nation’s
safety net programs to create real pathways out of poverty for mil-
lions of low-income Americans. Yet, instead of promoting an effec-
tive and streamlined system designed to enhance upward mobility
and self-sufficiency, the Federal Government continues to operate
a patchwork of more than 80 welfare programs that lack any co-
ordination in their efforts to help people escape poverty. Multiple
programs, overlapping services, and differing benefit structures
often create significant disincentives to work, keeping many
trapped in a cycle of poverty for years. While reforms during the
1990s helped many cash welfare recipients find work and escape
poverty, those reforms were limited in scope and affected only a
small part of the safety net.

The goal of anti-poverty programs should be self-sufficiency, not
extended dependency. To that end, this budget proposes to continue
the successful welfare reforms of the 1990s by improving work re-
quirements for means-tested programs to help more people escape
poverty and move up the economic ladder. It focuses resources in
programs that deliver real results, restraining spending to reason-
able levels, reducing improper payments, and allowing states more
ability to improve programs through policy innovation.

Most of the Federal Government’s income-support programs are
reflected in the direct spending components of Function 600, In-
come Security (Table 3). These include Federal-employee-retire-
ment and disability benefits (including military retirees); general
retirement and disability insurance (excluding Social Security)—
mainly through the Pension Benefit Guaranty Corporation—and
benefits to railroad retirees; unemployment compensation; food and
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nutrition assistance, including food stamps and school-lunch sub-
sidies; and other income-security programs.

This last category includes: Temporary Assistance to Needy Fam-
ilies [TANF], the government’s principal cash welfare program;
Supplemental Security Income [SSI]; and spending for the refund-
able portion of the Earned Income Tax Credit. Agencies admin-
istering these and other programs in Function 600 include the De-
partments of Agriculture, Health and Human Services, Housing
and Urban Development, the Social Security Administration (for
SSI), and the Office of Personnel Management (for Federal retire-
ment benefits).

For these programs, the resolution provides $450.9 billion in di-
rect spending budget authority for fiscal year 2016, and $450.1 bil-
lion in outlays. The 10-year figures are %4.4 trillion in budget au-
thority and $4.4 trillion in outlays. The figures appear in Function
600 of Table 3.

Illustrative Direct Spending Policy Options

The main committees responsible for funding programs under
Function 600 are Ways and Means, Agriculture, Oversight and
Government Reform, and Education and the Workforce. They will
make final policy determinations on how to increase State flexi-
bility, reduce improper payments, and reform programs to elimi-
nate marriage penalties and work disincentives. Some potential
policy options following these guidelines might include the fol-
lowing.

Protect Welfare Work Requirements. The Obama Administration,
in contravention of current law, has claimed authority to waive the
work requirements of the Temporary Assistance to Needy Families
Program. This budget calls for rescinding any authority the Obama
Administration thinks it has to provide for waivers of the TANF
work requirement. It assumes that President Clinton and the Re-
publican majority at the time were correct in requiring robust work
requirements for the TANF program, which contributed to the larg-
est sustained reduction in child poverty since the onset of the
“Great Society.” The budget also calls for eliminating the ability of
States to avoid TANF work targets by spending more money than
required on their state programs.

Convert the Supplemental Nutrition Assistance Program [SNAP]
into State Flexibility Allotments. Spending on SNAP—formerly
known as the Food Stamp Program—has increased dramatically
over the past 15 years, growing more than fourfold since 2001.
While this is partially due to the recession, SNAP spending re-
mains near record levels even as the unemployment rate has fallen
by a full percentage point in the past year. Various factors are driv-
ing this growth, but one major reason is that while the States have
the responsibility of administering the program, they have little in-
centive to ensure it is well run.

The budget resolution envisions converting SNAP into an allot-
ment tailored for each State’s low-income population, indexed for
inflation and eligibility. This option would make no changes to
SNAP until 2021, providing States with time to structure their own
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programs. This proposal is estimated to save $125 billion over 10
years.

Reform Supplemental Security Income. Welfare programs typi-
cally pay benefits on a sliding scale. SSI is different, however, pay-
ing an average of $600 for each and every child in a household who
receives benefits. This reform would create a sliding scale for chil-
dren on SSI. Advocates for the disabled have expressed support in
the past for such a step. In 1995, Jonathan M. Stein—the lead ad-
vocate attorney in the landmark 1990 Supreme Court Case expand-
ing SSI eligibility for children and witness at a 27 October 2011
Ways and Means Subcommittee hearing on SSI—said the following
about this proposal: “[W]e have a long list of reforms that we do
not have time to get into, but we would say for very large families
there should be some sort of family cap or graduated sliding scale
of benefits.” 91 Additionally, Congress should review mental-health
categories in the children’s SSI program, which have been the fast-
est-growing categories of eligibility. These reforms could save up to
$6 billion over 10 years.

Opportunity Grant Pilot Projects. This proposal would create pilot
projects that would encourage States to test a variety of work-
based reforms across multiple programs. States would receive con-
solidated funding for satisfying key conditions such as requiring
able-bodied recipients to engage in work or preparing for work; en-
couraging competition among service providers who have dem-
onstrated records of success; and incorporating robust account-
ability and evaluation systems to determine what works to help
families move up the income ladder. It is noteworthy that the
President’s fiscal year 2016 budget included a related—albeit more
limited—pilot project proposal, which similarly targets goals of in-
creasing mobility, streamlining programs, promoting self-suffi-
ciency, and reducing poverty.

State Flexibility for Foster Care Program. Significant discussions
are currently taking place among States, advocates, and Federal
policymakers about proposals that would expand State flexibility in
designing programs and privatization pilot projects meant to better
prevent child abuse and neglect. Such proposals would also result
in fewer children being removed from their homes, allowing more
funds to be directed toward prevention efforts as well as reducing
the cost of the Nation’s foster care system.

Flexibility for National School Lunch Program Standards. The
Healthy, Hungry Free Kids Act imposed new regulations on the
school lunch program. No one disagrees with ensuring students
have nutritious food, but the mandates on localities have the unin-
tended consequence of reducing participation in the program. This
budget calls for allowing schools more flexibility to meet nutrition
standards.

Ensure that Certain Groups of Undocumented Workers Remain
Ineligible for Federal Benefits. In his address to the Nation on 20
November 2014, the President said undocumented workers receiv-

91 Committee on Ways and Means. U.S. House of Representatives, Contract with America:
Welfare Reform, Part 2, Hearing, 2 February 1995 (Serial No. 104-44). Washington: Government
Printing Office, 1995.
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ing deferral of removal under his executive actions should not be
granted the same benefits that citizens receive. As a result of his
executive actions that same month, however, potentially millions of
undocumented workers would become eligible for Federal benefits,
according to Congressional Budget Office estimates. The budget
resolution supports reversing the overreach of the President’s No-
vember 2014 actions and ensures that undocumented workers do
not create a bigger burden on an already strained public benefit
system.

Reform Civil-Service Pensions. This budget adopts a policy pro-
posed by the President’s National Commission on Fiscal Responsi-
bility. The policy calls for Federal employees, including members of
Congress and staff, to make greater contributions toward their own
defined benefit retirement plans. It would also end the “special re-
tirement supplement,” which pays Federal employees the equiva-
lent of their Social Security benefit at an earlier age. This would
achieve significant savings while recognizing the need for new Fed-
eral employees to transition to a defined contribution retirement
system. The vast majority of private sector employees participate
in defined contribution retirement plans. These plans put the own-
ership, flexibility, and portfolio risk on the employee as opposed to
the employer. Similarly, Federal employees would have more con-
trol over their own retirement security under this option. This op-
tion would save up to $127 billion over 10 years.

Eliminate the Failed Troubled Asset Relief Program [TARP]
Housing Subsidies. This resolution supports ending the loan-sub-
sidy initiative, the Home Affordable Modification Program [HAMP],
created by the Obama Administration as a part of TARP for dis-
tressed homeowners. In addition to serving far fewer households
than planned, HAMP has experienced alarmingly high re-default
rates.

FEDERAL LANDS AND OTHER RESOURCES

Function Summary: Direct Spending

The fiscal year 2016 budget resolution continues to support poli-
cies that will make America’s natural resources available to pro-
ducers who can provide a fair return to taxpayers. In addition to
the receipts the Federal Government collects from royalties, rents,
and bonus bids, increased economic activity on Federal land will
create jobs and boost economic output.

Farm security and rural investment programs and the Fish and
Wildlife Service’s Federal aid in wildlife restoration programs are
among the largest direct spending programs in this category. The
remainder is distributed among numerous smaller programs. The
direct spending budget totals for these programs are $984 million
in budget authority and $1.3 billion in outlays for fiscal year 2016;
over 10 years, the figures are $10.3 billion in budget authority and
$8.3 billion in outlays. (See Function 300 in Table 3.)

Oil and gas production on Federal land has fallen significantly
under the current administration, while production on private
lands has more than offset the drop with increased production. For
example, in fiscal year 2009, the U.S. produced 5.2 million barrels
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of oil per day, with production on Federal property accounting for
33 percent of the total.92 By fiscal year 2013, the U.S. was pro-
ducing 7.2 million barrels per day, but production on Federal lands
was reduced to 23 percent of the total.93

Similarly, timber harvests on Federal land have been declining
for decades since peaking in the late 1980s and early 1990s. In fis-
cal year 1988, 14.6 million board feet of timber were harvested on
Federal land, with a total value of roughly $2.5 billion (in 2013 dol-
lars).?4 In fiscal year 2014, only 2.4 million board feet were har-
vested, generating less than $150 million.95 This dramatic reduc-
tion in economic activity in States and counties housing Federal
lands within their borders has wreaked havoc on their ability to
fund local services, such as schools.

A large part of the problem is that the administration is keeping
Federal lands under lock and key, but a more fundamental problem
is the Federal estate is far too large. The Federal Government
owns “somewhere between 635-640 million acres of land—almost a
third of the United States.”96 The Federal Government cannot
properly manage all this land and, as a result, Federal agencies es-
timate a $22 billion maintenance backlog.??” The budget resolution
supports reducing the Federal estate, and giving States and local-
ities more control over the resources within their boundaries. This
will lead to increased resource production and allow States and lo-
calities to take advantage of the benefits of increased economic ac-
tivity.

Illustrative Direct Spending Options

As it develops policies in these areas, the Committee on Natural
Resources may wish to keep the factors above in mind. Some of the
options that might emerge from these considerations include the
following.

Reducing the Federal Estate and Maintaining Existing Land Re-
sources. The President’s budget seeks to turn certain Federal land
acquisition accounts from discretionary to direct spending. The
Federal Government is already struggling with a maintenance
backlog on the millions of acres it controls—a backlog totaling be-
tween $17 billion and $22 billion—but the administration is seek-
ing to acquire even more land. This budget keeps funding for land
acquisition under congressional oversight and encourages reducing
the Federal estate, giving States and localities more control over
the land and resources within their borders.

Expand Access to Federal Land for Timber Harvest. Timber har-
vest rates on Federal land have been declining for nearly 30 years.
As a result, the States and localities that depend on their share of
the receipts have been shortchanged the funding they need for

92 Humphries, Marc, U.S. Crude Oil and Natural Gas Production in Federal and Non-Federal
Areas, Congressional Research Service, 10 April 2014.

93 Ibid.

94 Hoover, Katie, National Forest System Management: Ouverview, Appropriations, and Issues
for Congress, Congressional Research Service, 29 January 2015.

95 Ibid.

96 House Committee on Natural Resources, “Views and Estimates for Fiscal Year 2016,” Chair-
man Rob Bishop.
97 Ibid.
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schools and other local needs. Increased timber harvests will create

economic growth in localities throughout the country, increase re-

ceipts to the Federal Government, States, and localities, and reduce

tSh(}el n(ied for funding replacement programs, such as Secure Rural
chools.

Expand Onshore and Offshore Energy Production. Despite the ex-
istence of abundant domestic resources, the Federal Government
has adopted policies that hinder American production of oil and
natural gas on Federal lands and in Federal waters. Breaking free
of future dependence on energy supplies from countries whose in-
terests differ from those of the U.S. requires producing more en-
ergy at home.

Unlocking domestic energy supplies in a safe, environmentally
responsible manner will increase receipts from bonus bids, rental
payments, royalties, and fees. The budget allows for further access
in areas such as Alaska, the Outer Continental Shelf, including the
Gulf of Mexico, and the Intermountain West.

Remove Barriers to Getting Domestically Produced Energy to
Global Markets. America has become the world’s largest energy
producer, which has been, and continues to be, a boon to the U.S.
economy. Getting access to overseas markets would lead to even
more production and all of the jobs and economic growth that come
{VJitSh it—while protecting the vibrancy of the refining market in the

Exporting crude oil was prohibited by statute during the oil em-
bargo in the 1970s. Rep. Joe L. Barton (R-TX) introduced legisla-
tion, H.R. 702, which would end the outdated crude oil export ban,
providing domestic oil better access to global markets. This would
increase hiring and economic activity in the domestic oil industry,
while also putting downward pressure on global oil prices.

OTHER DIRECT SPENDING

General Science, Space, and Technology

Almost all the government’s science and technology funding is
discretionary. Nevertheless, there is a small amount of direct
spending within the National Science Foundation that funds the
Directorate for Education and Human Resources [EHR]. The EHR
focuses on science, technology, engineering, and math [STEM] pro-
grams at all educational levels.

The resolution calls for $107 million in direct spendig budget au-
thority and $105 million in outlays in fiscal year 2016.The 10-year
totals are $1 billion for both budget authority and outlays. The fig-
ures appear in Table 3, Function 250.

Community and Regional Development

The main direct spending component of this function (Function
450 in Table 3) is the National Flood Insurance Program [NFIP].
The goal of the program is to provide affordable flood insurance to
property owners and encourage communities to enact floodplain
management regulations to mitigate the effects of flooding. Other
direct spending programs within the function include activities
such as Community Development Financial Institutions, Rural En-
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ergy for America, the Bureau of Indian Affairs and Indian Edu-
cation, and activities of the Gulf Coast Restoration Trust Fund.
The resolution calls for $124 million in direct spending budget au-
thority and $351 million in outlays in fiscal year 2016. The 10-year
totals for direct spending budget authority and outlays are $5.4 bil-
lion and $13.2 billion, respectively.

A potential savings option here is to reduce energy subsidies for
commercial interests. The budget recommends spending reductions
for rural green-energy loan guarantees. These loan guarantees
come with Federal mandates that channel private investments into
financing the administration’s preferred interests at taxpayers’ ex-
pense.






Financial Management

The remaining categories chiefly concern major non-program-
matic financing mechanisms for the government. Net Interest, for
example, represents payments resulting from the government’s
past borrowing. Allowances is a placeholder function for budgetary
effects that the Congressional Budget Office has not yet assigned
to other specific categories. Undistributed Offsetting Receipts rep-
resents payments to the government that are recorded as negative
budget authority and outlays. These three functions round out the
spending components of the budget overall.

NET INTEREST

Function Summary

One of the worst effects of large, chronic budget deficits is the
high interest cost it produces. Interest payments yield no govern-
ment services or benefits; they are simply excess costs resulting
from a history of spending beyond the government’s means. These
costs are reflected in this category (Function 900 in Tables 1 and
3), which presents the interest paid for the Federal Government’s
borrowing less the interest received by the Federal Government
from trust fund investments and loans to the public. It is a manda-
tory payment, in the true sense of the word, with no policy options
and no discretionary components.

According to CBO, if government programs are not reformed, net
interest payments are projected to nearly quadruple from $229 bil-
lion in 2014 to $827 billion by 2025. At this rate, interest costs are
projected to grow at an annual average rate of approximately 12.4
percent—the fastest growing major component of the Federal budg-
et outside of the newly created exchange subsidies in the Afford-
able Care Act. Net interest spending is projected to exceed the en-
tire amount spent on the national defense base budget by 2021.

Reducing interest costs will require sustained spending restraint.
This budget resolution provides such restraint, and it reduces net
]ionterlest by $894.5 billion over ten years compared with the CBO

aseline.

Summary of Net Interest Payments

The resolution calls for $274.3 billion of direct spending for net
interest payments in fiscal year 2016. The proposed 10-year total
for net interest payments are $4.7 trillion.

On-budget direct spending—or net interest payments unrelated
to Social Security or the Postal Service—is $366.5 billion in fiscal
year 2016 and $5.7 trillion over 10 years. The on-budget figure is
larger than the budget Function 900 total because the former is off-

(123)
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set by off-budget interest payments to the Social Security Trust
Fund. These off-budget interest payments are presented as nega-
tive numbers because they reflect money coming into, rather than
flowing out of, the Treasury.

Off-budget direct spending is —$92.3 billion in fiscal year 2016,
and —$922.3 billion over 10 years.

ALLOWANCES

Function Summary

The Allowances categories represent place-holders for certain
budgetary impacts that the Congressional Budget Office has yet to
assign to a specific budget function. In the case of this resolution,
there are two, presented as Function 920 and Function 990 in the
summary tables. The particulars of the categories are described
below.

Function 920

In August 2011, the President and Congress enacted the Budget
Control Act [BCA] of 2011 (Public Law 112-25), which provided for
significant spending reductions enforced by statutory spending caps
and an automatic enforcement procedure. The BCA did not specify
a distribution of spending reductions in specific budget functions
other than for National Defense and Medicare (Function 570), even
though the law does require reductions in non-defense and non-
Medicare areas of the budget. At the time of its January 2015 base-
line release, CBO did not provide forward-looking, function-level in-
formation on what non-defense and non-Medicare reductions are
under the terms of the BCA. CBO has, instead, assigned the non-
defense and non-Medicare reductions required by the BCA to Func-
tion 920.

The budget resolution recommends no changes in this function,
leaving it instead at the CBO baseline levels. The CBO baseline for
Function 920 includes a total of $406 billion and $358 billion in re-
ductions for budget authority and outlays over 10-years, respec-
tively, to reflect the impact of the BCA on non-defense and non-
Medicare spending. The following two components are included in
the baseline:

1. A reduction of $383.4 billion in budget authority and $342.4
billion in outlays for non-defense activities, needed to comply with
the discretionary spending caps set by section 101 of the BCA,

2. A $22.3 billion and $15.5 billion reduction in budget authority
and outlays, respectively, to non-Medicare and non-defense direct
spending programs necessary to comply with the automatic-en-
forcement procedure (the sequester) mandated by the BCA.

Function 990

The CBO baseline for Function 990 includes a total of $241 mil-
lion and $226 million in reductions for budget authority and out-
lays over 10-years, respectively, to reflect the impact of an across-
the-board rescission affecting the Department of Homeland Secu-
rity that was included in the Consolidated and Further Continuing
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Appropriations Act, 2015 (Public Law 113-235). The budget resolu-
tion recommends no changes in this function, leaving it instead at
the CBO baseline levels.

UNDISTRIBUTED OFFSETTING RECEIPTS

Function Summary

Offsetting receipts to the Treasury are recorded in this category
as negative budget authority and outlays. Receipts appearing here
are either intra-budgetary (a payment from one Federal agency to
another, such as agency payments to the retirement trust funds) or
proprietary (a payment from the public for some kind of business
transaction with the government). The main types of receipts pre-
sented are the payments Federal agencies make to employee retire-
ment and health care funds; payments made by companies for the
right to explore and produce oil and gas on the Outer Continental
Shelf; and payments by those who bid for the right to buy or use
public property or resources, such as the electromagnetic spectrum.
The category also contains an off-budget component that reflects
the Federal Government’s share of Social Security contributions for
Federal employees.

All transactions in this area are recorded as direct spending and
appear in Function 950 of Table 3. The resolution calls for —$90.1
billion in budget authority and outlays in fiscal year 2016 (the
minus sign indicates receipts flowing into the Treasury). Over 10
years, budget authority and outlays total —$1.2 trillion.

On-budget amounts are —$73.5 billion in budget authority and
outlays in fiscal year 2016, and — $959.8 billion in budget authority
and outlays over ten years.

Off-budget amounts are —$16.6 billion in budget authority and
outlays in fiscal year 2016, and — $194.8 billion in budget authority
and outlays over ten years. The major program in the off-budget
category is Federal agency matching payments for retirement con-
tributions on behalf of Federal employees to the Federal Old Age
and Survivors and Disability Insurance Trust Fund—or Social Se-
curity. The budget resolution recommends no policy changes to the
off-budget portion of Function 950.

Illustrative Policy Options

Federal Fleet Sales. The President’s Fiscal Commission rec-
ommended several ways to achieve savings. This resolution accepts
many of their proposals, such as reducing the Federal auto fleet by
20 percent, excluding the Department of Defense and the U.S.
Postal Service. In 2013, the Federal Government reported a world-
wide inventory of more than 635,000 vehicles and spent $4.4 billion
on its fleet. In addition, the 2009 stimulus bill provided $300 mil-
lion to “green the Federal fleet” by purchasing 17,205 vehicles. This
resolution builds on the Fiscal Commission’s recommendation by
proposing to sell a portion of the Federal fleet to reduce the deficit
and to dispose of unneeded vehicles, saving hundreds of millions of
dollars.

Federal Real-Property Sales. The Fiscal Commission highlighted
potential budget savings from another area where the mismanage-



126

ment of taxpayer-owned assets and the sheer amount of waste are
staggering: federal real estate and other property. The Federal
real-property inventory is so massive that the report accounting for
it lags 2 years behind the current budget year. Complex procedural
requirements, lack of organization, and delayed data reporting pro-
vide agencies very little incentive to dispose of unneeded properties
and very few repercussions for holding onto these properties indefi-
nitely. According to the most recent Federal Real Property Report,
from fiscal year 2013, the Federal Government owns or leases more
than 360,000 buildings and 485,000 structures.

The government has a poor track record for real-estate asset
sales. The fiscal year 2013 report shows that of the 21,463 assets
the Federal Government disposed of in that year, 5,412, or about
25 percent, were disposed of by way of demolition. Roughly 10 per-
cent were disposed of through a sale. Many assets were simply
given away at below-market value or even for free.

The resolution urges the Office of Management and Budget to
pursue streamlining the asset-sale process; loosening regulations
for the disposal and sale of Federal property to eliminate red tape
and waste; setting enforceable targets for asset sales; and holding
government agencies accountable for the buildings they oversee. If
these actions are done correctly, taxpayers can recoup billions of
dollars from selling unused government property.

Federal Land. Currently, the Federal Government owns nearly
650 million acres of land—almost 30 percent of the land area of the
United States. In addition to Federal fleet and real-property sales,
this resolution supports examining Federal land to see where cost
savings can be achieved by selling unneeded acreage in the open
market—excluding National Parks, wilderness areas, wildlife ref-
uges, and wild and scenic rivers.



REVENUE AND TAX REFORM

The U.S. tax code is notoriously complex, patently unfair, and
highly inefficient. Its complexity distorts decisions to work, save,
and invest, which leads to slower economic growth, lower wages,
and less job creation. This budget proposes to solve these problems
by calling for a reformed tax code that is simpler and fairer, and
that promotes growth. A revamped tax code could raise just as
much revenue as the system in place today, but without the harm-
ful tax policies embedded in current law (such as the Affordable
Care Act). A restructured and more efficient tax code would also
spark greater economic growth and create more jobs.

The budget resolution’s revenue projections—$3.460 trillion in
fiscal year 2016, and $41.670 trillion through 2025—are built on a
tax reform model derived from the principles below.

The Challenge

The current tax code is needlessly complex. It is estimated that
individuals, families, and employers spend more than 6 billion
hours and more than $160 billion a year trying to negotiate a lab-
yrinth of special rules, deductions, and tax schedules. Over the past
decade alone, there have been 4,107 changes to the tax code, more
than one per day. Many of the major changes over the years have
involved carving out special preferences, exclusions, or deductions
for various activities or groups. These loopholes exceed $1 trillion
per year. To put that figure in perspective, that is nearly the same
amount the government collected in individual income taxes last
year.

As the tax code has grown in complexity, the IRS has increased
its funding requests to support an army of tax examiners and
agents. To cite just one example, the Treasury Department re-
quested about $452 million in fiscal year 2015 simply to administer
the tax elements of the Affordable Care Act over those 12 months.
Nina E. Olson, the National Taxpayer Advocate [NTA], has consist-
ently cited the complexity of the tax code as one of the most serious
problems facing individuals and businesses. In the NTA’s latest an-
nual report to Congress submitted earlier this year, Olson said: “I
believe we need fundamental tax reform, sooner rather than later,
so the entire system does not implode.” 98

The large amount of tax preferences that pervade the code end
up narrowing the tax base. A narrow tax base requires much high-
er tax rates to raise a given amount of revenue. Standard economic
theory shows that high marginal tax rates dampen the incentives
to work, save, and invest, which reduces economic output and job

98 National Taxpayer Advocate, Annual Report to Congress, Volume 1: 2014: http:/
www.taxpayeradvocate.irs.gov/Media/Default/Documents/2014-Annual-Report/Volume-One.pdf.
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creation. Lower economic output, in turn, mutes the intended rev-
enue gain from higher marginal tax rates.

The top tax rate has actually risen and fallen dramatically
throughout U.S. history, with little effect on tax revenue as a share
of the economy. For instance, the top U.S. tax rate has been as
high as 90 percent and as low as 28 percent, but income tax rev-
enue has remained fairly steady despite these sharp rate swings.
It turns out that the biggest driver of revenue to the Federal Gov-
ernment is not higher tax rates, but economic growth. A sizable
majority of economists point out that a tax system with a broad tax
base and low rates are keys to fostering economic growth and com-
petitiveness. Legislators on both sides of the aisle agree on this
basic principle.

One hallmark of the U.S. economy is the importance of smaller,
unincorporated businesses. Roughly half of U.S. active business in-
come and half of private sector employment are derived from busi-
ness entities (such as partnerships, S corporations, and sole propri-
etorships) that are taxed on a “pass-through” basis, meaning the
income flows through to the tax returns of the individual owners
and is taxed at the individual rate structure rather than at the cor-
porate rate. Small businesses, in particular, tend to choose this
form for Federal tax purposes, and the top effective Federal tax
rate on such small business income can reach nearly 45 percent.
For these reasons, sound economic policy requires lowering mar-
ginal rates on these pass-through entities.

The U.S. corporate income tax rate (including Federal, State, and
local taxes) sums to slightly more than 39 percent, the highest rate
in the industrialized world. This tax discourages investment and
job creation, distorts business activity, and puts American busi-
nesses at a competitive disadvantage against foreign competitors.
Yet the tax itself raises relatively little revenue: only 10 percent of
the total Federal tax take comes from taxing corporate income. Any
tax that raises little revenue and creates a lot of economic distor-
tions is particularly ripe for reform.

Elevated corporate tax rates hinder American competitiveness by
making the U.S. a less desirable destination for investment and
jobs. Business location and investment decisions are becoming ever
more sensitive to country tax rates as global integration increases.
Foreign investment is important to an economy because it is a key
source of funding to finance innovation and jobs. To enhance their
competitiveness, many countries have been lowering business
taxes. But the U.S. risks falling behind as it maintains its high tax
rate while other countries lower theirs. By deterring potential in-
vestment, the U.S. corporate tax restrains economic growth and job
creation. The U.S. tax rate differential with other countries also
fosters a variety of complicated multinational corporate behaviors
intended to avoid the tax—profit shifting, corporate inversions, and
transfer pricing—which have the effect of moving the tax base off-
shore, destroying American jobs, and decreasing corporate revenue.

The structure of U.S. international taxation is also out of sync
with the international standard used by the majority of other coun-
tries, putting U.S. businesses operating abroad at a competitive
disadvantage. Most countries operate under a so-called “territorial”
system of international taxation, whereby their businesses oper-
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ating abroad are only subject to the tax of the country where they
do business. The U.S. has an antiquated “worldwide” system of
international taxation, whereby U.S. multinationals operating
abroad pay both the foreign-country tax and U.S. corporate taxes
when profits are repatriated. They are essentially taxed twice. This
puts them at an obvious competitive disadvantage.

Reforming the U.S. tax code to a more competitive international
system that does not discriminate against any one type of income
would boost the competitiveness of U.S. companies operating
abroad and would also greatly reduce tax avoidance.

Solution: Pro-Growth Tax Reform

Given the many problems with the current system, Congress
should enact legislation that provides for a comprehensive reform
of the U.S. tax code to promote economic growth, create American
jobs, and increase wages. While the Committee on Ways and
Means will develop the particulars, these aims can be achieved
through revenue-neutral fundamental tax reform that does the fol-
lowing:

e Simplifies the tax code to make it fairer to American families

and businesses and reduces the amount of time and resources
necessary to comply with tax laws.

e Substantially lowers tax rates for individuals and consolidates
the current seven individual income tax brackets into fewer
brackets.

¢ Repeals the Alternative Minimum Tax.
¢ Reduces the corporate tax rate.

¢ Transitions the tax code to a more competitive system of inter-
national taxation in a manner that does not discriminate
against any particular type of income or industry.

Economists have shown that lowering overall rates and broad-
ening the tax base would create greater economic growth and sup-
port more job creation by the private sector. A faster-growing econ-
omy would greatly help in reducing the budget deficit. According to
CBO, raising real GDP growth by just 0.1 percentage point per
year would reduce the deficit by $326 billion over the next decade.

In addition, Congress should reform our international tax system
so that it levels the playing field for all U.S. businesses competing
with foreign competitors, without picking winners and losers
among industries. This non-discrimination principle, however, is
not intended to prevent the adoption of reasonable anti-avoidance
rules.

This resolution calls for comprehensive tax reform and lays out
some principles, but does not embrace any particular plan. There
are many good ideas on that front—growth-oriented tax plans that
could strengthen the economy and support the Nation’s funding
priorities.

Congressman Woodall, for instance, has submitted a funda-
mental tax-reform plan for consideration by the Ways and Means
Committee that would eliminate taxes on wages, corporations, self-
employment, capital gains, and gift and death taxes in favor of a
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personal consumption tax that would provide the economic cer-
tainty that American businesses, entrepreneurs, and taxpayers de-
sire.

Congressman Goodlatte has also submitted legislation that calls
for fundamental, pro-growth tax reform. This legislation would
shape the debate on tax reform by establishing a structure to pro-
vide for a tax system that encourages job creation and a healthy
economy. Without prescribing any specific tax system, it calls for
a low tax rate for all Americans, tax relief for working individuals,
protection for the rights of taxpayers and a reduction in tax collec-
tion abuses. Additionally, under this legislation, a tax system
would support savings and investment, and would not penalize
marriage or families. Similar legislation has twice passed the
House of Representatives in previous Congresses and the 114th
Congress should consider enacting this legislation.

The committee report recognizes a number of possible solutions
as Congress works to enact comprehensive tax reform. It should
recognize the many factors businesses consider when they make
property and capital investment decisions in the United States,
such as: cash flow impact, macro-economic outlook, duration of in-
vestment, and costs of goods and services, and the regulatory envi-
ronment.

It is no secret that Washington has a spending problem as op-
posed to a revenue problem. This is primarily due to the growing
costs of health and retirement benefits. Therefore, this report dis-
courages proposals offered by some members of Congress that seek
to raise revenue to finance out of control spending. A carbon tax
would significantly raise costs for individuals and businesses alike.
Other proposals, such as a financial transaction tax or a bank ex-
cise tax, would discourage savings and investment and increase the
costs of individual, family, and employee retirement accounts. This
committee report recognizes that one way to relieve the ever in-
creasing burden of entitlement costs is to encourage individuals
and families to save. This report recognizes the importance of
maintaining and strengthening the critical role of the private sector
in helping all Americans achieve retirement security. Tax reform
that encourages taxpayers to save is pro-growth economic policy
and would consequently make individual and families less reliant
on the Federal Government.

Congress should consider these and the full range pro-growth
plans as it moves toward implementing the tax reform called for
under this budget.



DIRECT SPENDING TRENDS AND REFORMS

Background

Direct spending remains the fastest growing part of the spend-
ing-driven debt crisis the Nation faces.

The Congressional Budget Office [CBO] reports that total non-in-
terest mandatory spending in fiscal year 2014 was $2,099 billion
and will grow to $3,861 billion by 2025, reflecting an average an-
nual growth rate of 5.7 percent—faster than both CBO’s projection
of 2014 nominal economic growth of 4.0 percent and CBQO’s longer-
term projection of economic growth of 4.2 percent. Within overall
non-interest mandatory spending, the entitlements of Medicare and
Social Security are projected to continue growing faster than the
economy as a whole, with Social Security expected to grow from
$845 billion in 2014 to $1.6 trillion in 2025 and Medicare expected
to grow from $600 billion in 2014 to $1.2 trillion in 2025.

Over the next decade, the major means-tested entitlements are
expected to grow by 4.6 percent per year—from $683 billion in 2015
to $1.1 trillion in 2025. Not only are these programs expected to
grow in the future, but they have grown significantly over the past
40 years. The Congressional Research Service calculated that
spending on low-income assistance programs was $2.66 billion in
inflation-adjusted dollars in 1962, or approximately 2.6 percent of
total Federal outlays and 0.5 percent of GDP. Just over the past
10 years, major means-tested entitlement programs have grown 6.8
percent per year, from $354 billion in 2005 to $623 billion in 2014.

There are a number of reasons for this growth. Most recently, the
recession caused a significant amount of growth in spending on
low-income programs. Spending is projected to remain at elevated
levels for several programs—most notably, the Supplemental Nutri-
tion Assistance Program, or SNAP (formerly known as food
stamps). Over the past 10 years, the SNAP program grew at 8.7
percent annually, ballooning from $33 billion in 2005 to $76 billion
in 2014. While this amount is projected to remain steady over the
next 10 years, it remains at elevated levels compared to prereces-
sion levels.

Other programs have also seen large increases. Supplemental Se-
curity Income was created as a needs-based program that provides
cash benefits to aged, blind, or disabled persons with limited in-
come and assets. When the program began, the majority of pay-
ments went toward the aged. As it matured, however, a much
greater percentage of beneficiaries were under age 18 or between
the ages of 18 to 64. Over the past decade, spending on SSI has
grown by 3.7 percent per year.

The largest means-tested program in the Federal budget is Med-
icaid, the Federal-State low-income health program. Medicaid—and
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its related State Children’s Health Insurance Program [SCHIP]—
has grown from $187 billion in 2005 to $310 billion in 2014. Going
forward, the Congressional Budget Office [CBO] projects federal
Medicaid and CHIP spending to nearly double over the next 10
years, from $345 billion in fiscal year 2015 to $594 billion in fiscal
year 2025. Absent reform, Medicaid will not be able to deliver on
its promise to provide a sturdy health care safety net for society’s
most vulnerable. Because of the flawed incentives in this program,
Medicaid grew at 6.3 percent a year over the past 10 years, and
it is projected to grow 5.8 percent a year over the next 10 years.
This level of growth is clearly unsustainable.

The Fiscal Year 2016 Budget

The fiscal year 2016 budget addresses both non-means-tested
and means-tested direct spending. Most important, it addresses the
primary drivers of debt and deficits: the governments health pro-
grams. For Medicare, this budget advances policies to put seniors,
not the Federal Government, in control of their health care deci-
sions. Future retirees would be able to choose from a range of guar-
anteed coverage options, with private plans competing alongside
the traditional fee-for-service Medicare program. Medicare would
provide a premium support payment to offset the premium of the
plan chosen by the senior. The Medicare premium support payment
would be adjusted so that the sick would receive higher payments
if their conditions worsened; lower-income seniors would receive
additional assistance to help cover out-of-pocket costs; and wealthi-
er seniors would assume responsibility for a greater share of their
premiums. Putting seniors in charge of how their health care dol-
lars are spent will force providers to compete against each other on
price and quality. This market competition will act as a real check
on widespread waste and skyrocketing health care costs. As with
previous budgets, this program will begin in 2024 and makes no
changes to those in or near retirement.

For Medicaid, this budget converts the Federal share of Medicaid
spending into allotments tailored to meet each State’s needs. State
Flexibility Funds would end the misguided one-size-fits-all ap-
proach that ties the hands of State governments trying to make
their Medicaid programs as effective as possible. Moreover, this
budget repeals the Medicaid expansions in the President’s health
care law.

For the Supplemental Nutrition Assistance Program, this budget
also calls for converting the current program into a flexible allot-
ment tailored to meet each State’s needs.

Additionally, in keeping with a recommendation from the Na-
tional Commission on Fiscal Responsibility and Reform, this budget
calls for Federal employees—including Members of Congress and
their staffs—to make greater contributions toward their own retire-
ment.

This budget is premised on the belief that the prospect of upward
mobility should be in the reach of every American, and that pri-
ority must be given to maximizing the effectiveness of anti-poverty
programs across Federal, State, and local governments. Congress
should work to remove the barriers and obstacles that prevent the
most vulnerable Americans from taking advantage of economic and
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educational opportunities and from moving up the ladder of oppor-
tunity to join the middle class. By balancing the budget, imple-
menting comprehensive tax reform, and reforming means-tested
entitlement programs, this resolution is designed to accomplish ex-
actly these goals.

Improving the Accuracy of Budget Estimates

In addition, the CBO should constantly strive to improve and up-
date its estimating practices with respect to both fiscal and eco-
nomic effects. This requires a willingness by the agency to advance
its methodologies—as it has done in the past. For instance, in Feb-
ruary of 2014, CBO estimated a significantly larger negative em-
ployment impact from the Affordable Care Act than it had pre-
viously done. It did so in part because of the work of University
of Chicago Economist Casey B. Mulligan, who has done extensive
work in the area.?? Another example is the treatment of this budg-
et resolution, which does reflect the positive impact of its overall
deficit-reducing fiscal policy, though it is still based on CBO’s inde-
pendent analysis.

Inaccuracies in cost estimates for direct spending legislation are
to some degree unavoidable. This is due, in part, to the nature of
the process. CBO must provide estimates in a short period of time
for legislation that is sometimes very complex. Moreover, the esti-
mates often depend on a wide array of difficult-to-predict variables
such as individuals’ behavioral responses to changes in program
benefits. Though CBO routinely uses probability-based scoring
techniques to estimate the cost of major legislation, accurate cost
estimates for direct spending legislation remain elusive. CBO en-
deavors to communicate to the Congress the uncertainty of the
agency’s estimates. The agency also monitors the budgetary effects
of enacted legislation to help improve projections of spending and
receipts under current law, as well as to improve cost estimates for
new legislative proposals.

Members of Congress have an important role to play as well. The
Budget Committees in the House and Senate have oversight re-
sponsibilities over CBO. The committees should make greater use
of this responsibility, conducting regular review of CBO’s esti-
mating accuracy of previous and future direct spending legislation,
as Rep. Foxx (R-NC) has proposed. The committees should work
with CBO to provide the Congress with periodic analyses of such
inaccuracies in CBO cost estimates and subsequent adjustments
going forward.

99 See Congressional Budget Office, The Budget and Economic Outlook: 2014 to 2024, Feb-
ruary 2014, Appendix C.
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THE LONG-TERM BUDGET OUTLOOK

The growing probability of a debt crisis is the most urgent chal-
lenge the United States faces today. The source of the crisis is the
drift toward ever-expanding government. To avert a future debt cri-
sis, Congress needs to stop this encroachment and to revive com-
munity in American civil society.

This budget turns the tide. It makes $5.5 trillion in spending re-
ductions over the next 10 years. It reforms government spending
programs responsibly. It protects key priorities while eliminating
waste. It avoids sudden and arbitrary cuts to current services, such
as those the country would experience in a debt crisis.

These reductions are hardly draconian. Over the years, Congress
has put two-thirds of the budget on auto-pilot, and spending in
those areas grows each year. The Congressional Budget Office
[CBO] has said the current laws and policies cannot be sustained.
Yet any effort to restrain the growth in this spending is cast as
“cut.”

Under current policy, the Federal Government will spend $48.6
trillion over the next 10 years. Under this proposal, it will spend
roughly $43.2 trillion. This budget does not make sudden cuts. In-
stead, it increases spending at a more manageable rate. For in-
stance, on the current path, spending will rise by an annual aver-
age of 5.1 percent. Under this budget, it will rise by only 3.3 per-
cent.

Washington cannot keep spending money it does not have. So
this budget achieves balance in 2024 and maintains balance in
2025 by bringing spending down relative to the size of economy, to
18.2 percent of GDP in 2024 and 18.3 percent in 2025. To achieve
this outcome, it puts in place fundamental reforms to protect and
strengthen Medicare by gradually transitioning the program to a
premium support model. Along with Medicaid and other spending
reforms, these changes are critical to putting the nation on sound
financial footing going forward.

The spending path assumed in this budget will result in a bal-
anced budget in less than 10 years and, according to CBO, a grow-
ing surplus that will lead to a sharp reduction in the national debt.
CBO says a small budget surplus of 0.1 percent of GDP in 2026
will eventually grow to 2.1 percent of GDP by 2040. At the same
time, debt held by the public will decline from more than 74 per-
cent of GDP today to 55 percent of GDP in 2025 to just 18 percent
of GDP by 2040—a glide path to fully paying off the national debt.

Over the long term, the budget assumes revenue follows CBO’s
extended baseline and is allowed to grow from 18.3 percent of GDP
in 2025 to 19 percent of GDP by 2035. After that, the budget holds
revenue at 19 percent of GDP.

(137)



138

The United States has dealt with financial problems in the past.
In 1997, a Democratic president and a Republican Congress passed
the Balanced Budget Act of 1997, which inaugurated four years of
balanced budgets. This budget follows that model. It incorporates
ideas from both parties to address the most pressing issue of the
day: America’s national debt.



SECTION-BY-SECTION DESCRIPTION

The concurrent resolution on the budget for fiscal year 2016 es-
tablishes an overall budgetary framework. As required under the
Congressional Budget Act of 1974 [Budget Act], the framework in-
cludes aggregate levels of new budget authority, outlays, revenues,
the amount by which revenues should be changed, the surplus or
deficit; new budget authority and outlays for each major functional
category, debt held by the public, and debt subject to the statutory
limit. This resolution also sets forth appropriate budgetary levels
for fiscal years 2017 through 2025.

This resolution provides reconciliation instructions to authorizing
committees to achieve specified deficit reduction targets. It includes
rulemaking provisions necessary to enforce the resolution, proce-
dures for adjusting the budget resolution, provisions to accommo-
date legislation not assumed in the budget, and specifies certain
policy assumptions underlying the budget.

Section 1. Concurrent resolution on the budget for fiscal year 2016.

Subsection (a) establishes the budgetary levels for fiscal year
2016 and each of the nine ensuing fiscal years, 2017 through 2025.
Section 301(a) of the Budget Act stipulates that the budget resolu-
tion establish budgetary levels for the fiscal year for which such
resolution is adopted and at least for each of the four ensuing fiscal
years.

In addition to the levels set forth in the fiscal year 2016 budget
resolution, this report provides allocations of budget authority and
outlays, as required under section 302 of the Budget Act, to the
Committee on Appropriations. The Committee on Appropriations,
in turn, suballocates this amount to its twelve subcommittees for
spending on the various programs, projects, and activities within
the jurisdiction of the subcommittees.

This report provides allocations to each of the authorizing com-
mittees, with jurisdiction over entitlements and other forms of
mandatory spending. In addition to an allocation for fiscal year
2016, the authorizing committees receive an allocation of spending
authority over the 10-year period provided for by this budget reso-
lution on the budget and may not spend more than the allocation
for the budget year or over the 10-year period.

Subsection (b) sets out the table of contents of the resolution.

TITLE I—RECOMMENDED LEVELS AND AMOUNTS

Section 101. Recommended levels and amounts.

Section 101, as required by section 301 of the Budget Act, estab-
lishes the recommended levels for revenue, the assumed change in
revenue, total new budget authority, total budget outlays, sur-
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pluses or deficits, debt subject to the statutory limit, and debt held
by the public.

The revenue level operates as a floor against which all revenue
bills are measured pursuant to section 311 of the Budget Act. Simi-
larly, the recommended levels of new budget authority and budget
outlays serve as a ceiling for spending legislation. The surplus or
deficit levels include only on-budget outlays and revenue and do
not include most outlays and receipts related to the Social Security
program and United States Postal Service operations.

Debt subject to the statutory limit aggregates generally refers to
the portion of gross Federal debt issued by the Treasury to the
public or another government fund or account, whereas debt held
by the public is the amount of debt issued and held by entities or
individuals other than the U.S. Government.

Section 102. Major functional categories.

Section 102, as required by section 301(a) of the Budget Act, es-
tablishes the budgetary levels for each major functional category
for fiscal year 2016 and establishes these levels for each of fiscal
years 2017 through 2025.

These major functional categories are:

050 National Defense

150 International Affairs

250 General Science, Space, and Technology

270 Energy

300 Natural Resources and Environment

350 Agriculture

370 Commerce and Housing Credit

400 Transportation

450 Community and Regional Development

500 Education, Training, Employment, and Social Services

550 Health

570 Medicare

600 Income Security

650 Social Security

700 Veterans Benefits and Services

750 Administration of Justice

800 General Government

900 Net Interest

920 Allowances

930 Government-Wide Savings

950 Undistributed Offsetting Receipts

970 Overseas Contingency Operations/Global War on Ter-
rorism

TITLE II—RECONCILIATION

Section 201. Reconciliation in the House of Representatives.

Subsection (a) specifies a deadline of July 15, 2015 for the au-
thorizing committees to submit reconciliation legislation to the
Committee on the Budget. These instructions are optional proce-
dures permitted under section 301(b) of the Budget Act.

Subsection (b) includes reconciliation instructions to 13 author-
izing committees, pursuant to section 301 of the Budget Act, to
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achieve specified amounts of deficit reduction. The instructed com-
mittees have jurisdiction over direct spending programs for which
savings are assumed in the budget resolution. The instructed com-
mittees are:

Committee on Agriculture

Committee on Armed Services

Committee on Education and the Workforce

Committee on Energy and Commerce

Committee on Financial Services

Committee on Homeland Security

Committee on the Judiciary

Committee on Natural Resources

Committee on Oversight and Government Reform

Committee on Science, Space, and Technology

Committee on Transportation and Infrastructure

Committee on Veteran’s Affairs

Committee on Ways and Means

This resolution does not reconcile the corresponding Senate Com-
mittees, but assumes such instructions will be included in the Sen-
ate budget resolution and carried in the conference agreement nor
does it include any instruction increasing the debt limit.

The committees are instructed to achieve specified deficit reduc-
tion targets rather than changes in budget authority, outlays, or
revenue. While this instruction provides flexibility as to how the
savings may be scored, the budget resolution assumes savings will
be achieved through reductions in direct spending. The amounts
reconciled are intended to serve as a floor on required savings, not
a ceiling. The targets are for the total of the ten-year period of fis-
cal year 2016 through 2025. These targets will provide the commit-
tees maximum flexibility in their savings while ensuring the budg-
et is balanced within the ten-year window.

The reconciled committees are directed to mark up legislation
that meets their reconciliation target and submit legislation to the
Committee of the Budget, consistent with section 310 of the Budget
Act, instead of reporting it directly to the House. Other than sub-
mitting their legislation to the Committee on the Budget, commit-
tees are expected to follow regular order in complying with House
and Committee rules related to markup procedures and reporting
requirements. The Committee on the Budget will then combine the
submissions and report the bill to the House. Under section 310(b)
of the Budget Act, the Committee on the Budget must report the
submissions without substantive revision. While the instructions
are based on policy assumptions, committees may determine their
own policies as long as they meet the reconciliation targets.

Section 202. Reconciliation procedures.

Subsection (a) authorizes the Chair of the Committee on the
Budget to use the baseline underlying the Congressional Budget
Office’s Budget and Economic Outlook: 2015 to 2025 (January
2015) when making any estimates of any bill or joint resolution, or
any amendment thereto or conference report thereon. It also au-
thorizes the Chair of the Committee on the budget to determine
whether to use any adjustments to the baseline, if made subse-
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quent to the adoption of this concurrent resolution, when making
such estimates.

Subsection (a) clarifies that this authority should be used only if
the estimates used to determine compliance of measures with budg-
etary requirements included in this concurrent resolution are inac-
curate because the adjustments made to the baseline are incon-
sistent with the assumptions underlying budgetary levels set forth
in this concurrent resolution. Inaccurate adjustments may include
selected adjustments for rulemaking, judicial actions, adjudication,
and interpretative rules that have major budgetary effects and are
inconsistent with the assumptions underlying the budgetary levels
set forth in this concurrent resolution.

Subsection (a) also requires the Congressional Budget Office,
upon the request of the Chair of the Committee on the Budget, to
prepare an estimate based on the baseline determination made by
the Chair.

Subsection (b) stipulates that the committees instructed to sub-
mit reconciliation legislation pursuant to section 201(b) of this con-
current resolution shall, in preparing their submissions, note and
determine the most effective methods by which the President’s
health care law shall be repealed in its entirety.

Subsection (c¢) authorizes the Chair of the Committee on the
Budget to file with the House appropriately revised allocations
under section 302(a) of the Budget Act and revised functional levels
and aggregates upon an authorizing committee’s submission to the
Committee on the Budget of a recommendation complying with its
reconciliation instructions pursuant to section 310(b) of the Budget
Act.

Subsection (c) also authorizes the Chair of the Committee on the
Budget to file with the House appropriately revised allocations
under section 302(a) of the Budget Act and revised functional levels
and aggregates upon the submission of a conference report the
House.

Subsection (c) stipulates that these revised allocations and aggre-
gates shall be considered to be the allocations and aggregates es-
tablished by the concurrent resolution on the budget pursuant to
section 310 of the Budget Act.

Section 203. Additional guidance for reconciliation.

Section 203 authorizes the Chair of the Committee on the Budget
to submit additional information to help guide the authorizing com-
mittees. This information may include suggested increases in the
amount of deficit reduction reconciled to each authorizing com-
mittee.

TITLE III—SUBMISSIONS FOR THE ELIMINATION OF
WASTE, FRAUD, AND ABUSE

Section 301. Submissions of Findings for the Elimination of Waste,
Fraud, and Abuse.

Subsection (a) requires the House committees, named in this sec-
tion and no later than October 1, 2015, to submit findings identi-
fying changes in law within their jurisdictions that would achieve
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specified savings through the elimination of waste, fraud, and
abuse.

Subsection (b) permits the Chair of the Committee on the Budget
to use these recommendations in the development of future concur-
rent resolutions on the budget and requires such Chair to make
these recommendations publically available and submit them for
printing in the Congressional Record.

Subsection (c¢) stipulates that the Chair of the Committee on the
Budget may submit for printing in the Congressional Record a
specified level of savings for each committee.

Subsection (d) requires the following House committees to submit
findings to the Committee on the Budget:

Committee on Agriculture

Committee on Armed Services

Committee on Education and the Workforce
Committee on Energy and Commerce
Committee on Financial Services

Committee on Foreign Affairs

Committee on Homeland Security

Committee on House Administration

Committee on the Judiciary

Committee on Oversight and Government Reform
Committee on Natural Resources

Committee on Science, Space, and Technology
Committee on Small Business

Committee on Transportation and Infrastructure
Committee on Veterans’ Affairs

Committee on Ways and Means

Subsection (e) requires the Comptroller General of the Govern-
ment Accountability Office, no later than August 1, 2015, to submit
to the Committee on the Budget of the House a comprehensive re-
port identifying instances in which the committees referred to in
subsection (d) may make legislative changes to improve the econ-
omy, efficiency, and effectiveness of programs within their jurisdic-
tion.

TITLE IV—BUDGET ENFORCEMENT

Section 401. Cost estimates for major legislation to incorporate mac-
roeconomic effects.

Section 401 extends a House rule that requires estimates for
major legislation include macroeconomic effects, to the Senate.

Subsections (a) and (b) direct the Congressional Budget Office
and Joint Committee on Taxation, as applicable, to incorporate in
the cost estimates for major legislation, to the extent practicable,
the macroeconomic effects of such legislation during fiscal year
2016.

Subsection (c) stipulates that the macroeconomic estimates in-
clude, to the extent practicable, a qualitative assessment of the
budgetary effects (including the variables referred to above) of
major legislation in the 20-fiscal year period beginning after the
last fiscal year of the most recently agreed to budget resolution and
an identification of the assumptions and source data underlying the
estimate.
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Subsection (d) defines major legislation to include legislation that
causes a gross budgetary effect in any fiscal year covered by the
budget resolution equal to or greater than 0.25 percent of the cur-
rent projected gross domestic product of the United States for that
fiscal year. Under this subsection, the Chair of the Committee on
the Budget of the House or Senate, as applicable for direct spend-
ing legislation, and the Chair or Vice Chair of the Joint Committee
on Taxation, as applicable for revenue legislation, may designate
major legislation for which estimates would incorporate macro-
economic effects.

Section 402. Limitation on measures affecting Social Security sol-
vency.

Subsection (a) prohibits, during fiscal year 2016, the consider-
ation of any legislation that reduces the actuarial balance of the
Federal Old-Age and Survivors Insurance (OASI) Trust Fund by at
least .01 percent of the present value of future taxable payroll for
the 75-year period utilized in the most recent annual report of the
Board of Trustees.

Subsection (b) provides an exception if legislation would improve
the actuarial balance of the combined balance in the OASI Trust
Fund and the Federal Disability Insurance Trust Fund for the 75-
year period utilized in the most recent annual report of the Board
of Trustees.

Section 403. Budgetary treatment of administrative expenses.

Subsection (a) provides that the administrative expenses of the
Social Security Administration and the United States Postal Serv-
ice are reflected in the allocation to the Committee on Appropria-
tions even though both are technically off-budget. This language is
necessary to ensure the Committee on Appropriations retains con-
trol over administrative expenses through the annual appropria-
tions process. This budgetary treatment of administrative expenses
is based on the long-term practice of the House and Senate Budget
Committees.

Subsection (b) requires the administrative expenses to be in-
cluded in the cost estimates for the relevant appropriations meas-
ure, which are used to determine if a measure exceeds the spend-
ing limits in the budget resolution and, as a result, subject to
points of order.

Section 404. Limitation on transfers from the general fund of the
Treasury to the Highway Trust Fund.

Section 404 stipulates that, for purposes of budget enforcement,
transfers of funds from the general fund of the Treasury to the
Highway Trust Fund are counted as new budget authority and out-
lays equal to the amount of the transfer in the fiscal year in which
the transfer occurs.

Section 405. Limitation on advance appropriations.

Section 405 provides a limit on appropriations that would become
effective in fiscal year 2017.
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Subsection (a) prohibits the consideration of any general or con-
tinuing appropriations measure from making advance appropria-
tions unless the appropriation is included in a list of exceptions.

Subsection (b) specifies the list of excluded accounts, which may
receive advance appropriations, are referred to in this report or
joint explanatory statement, as applicable, in the section des-
ignated as “Accounts Identified for Advance Appropriations.”

Subsection (c) sets an overall limit for allowable advance appro-
priations for fiscal year 2017. It permits advance appropriations of
up to $63.271 million for fiscal year 2017 for the veterans accounts
referenced in subsection (b) and referred to in this report. It also
allows up to $28.852 million in advance appropriations for other ac-
counts referenced in subsection (b) and referred to in this report.

Subsection (d) defines an advance appropriation as any new dis-
cretionary budget authority provided in a bill, joint resolution,
amendment, or conference report making general or continuing ap-
propriations for a fiscal year following fiscal year 2016.

Section 406. Fair value credit estimates.

Subsection (a) requires, upon the request of the Chair or Ranking
Member of the Committee on the Budget, estimates prepared by
the Congressional Budget Office for any measure under the terms
of title V of the Budget Act to include an estimate of the current
actual or estimated market values representing the “fair value” of
assets and liabilities affected by such measure.

Subsection (b) requires that, whenever the Congressional Budget
Office prepares an estimate of the cost of legislation with a cost re-
lated to housing, residential mortgage, or student loan programs,
under the Federal Credit Reform Act of 1990, the estimate include
an estimate of the “fair value” of the assets and liabilities affected.

Subsection (¢) permits the Chair of the Committee on the Budget
to use these supplemental estimates to determine if legislation is
within the levels of the budget resolution and complies with other
budgetary controls.

Section 407. Limitation on Long-Term Spending.

Section 407 establishes a point of order against the consideration
of any measure reported by an authorizing committee that in-
creases direct spending by $5 billion over the long-term.

Subsection (b) states the applicable periods for this section are
any of the four consecutive ten fiscal year periods beginning in fis-
cal year 2026.

Section 408. Allocations for Overseas Contingency Operations and
the Global War on Terrorism.

Subsection (a) provides the Committee on Appropriations with
two separate OCO/GWOT allocations for the purposes of Overseas
Contingency Operations/Global War on Terrorism under section
302(a) of the Budget Act, which are included in this report in allo-
cation tables.

Subsection (b) stipulates that, for purposes of enforcing the point
of order under section 302(f) of the Budget Act, the “first fiscal
year” and the “total of fiscal years” refers to fiscal year 2016 only.
This separate allocation is the exclusive allocation for OCO/GWOT
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under section 302(a) of the Budget Act. It also stipulates that sec-
tion 302(c) of the Budget Act does not apply to this separate alloca-
tion.

Subsection (c) stipulates that new budget authority or outlays
counting toward the allocation shall be designated pursuant to sec-
tion 251(b)(2)(A)(ii) of the Balanced Budget and Emergency Deficit
Control Act of 1985.

Subsection (d) prohibits any adjustment under section 314(a) of
the Budget Act if an adjustment would be made under section
251(b)(2)(A)(ii) of BBEDCA for fiscal year 2016.

Section 409. Adjustments for improved control of budgetary re-
sources.

Subsection (a) authorizes the Chair of the Budget Committee to
reduce the a committee’s allocation (other than the Committee on
Appropriations) and increase the Committee on Appropriations al-
location of discretionary spending for fiscal year 2016 if a com-
mittee (other than Appropriations) reports legislation that de-
creases direct spending in any fiscal year and authorizes appropria-
tions for the same purpose. This adjustment would be made upon
enactment of the legislation.

Subsection (b) provides the Chair of the Committee on the Budg-
et with the authority to determine and adjust, as applicable, the
budgetary levels of this concurrent resolution on the budget.

Section 410. Concepts, aggregates, allocations and application.

Subsection (a) sets forth the allocation and aggregate adjustment
procedures required to accommodate legislation provided in this
resolution. It provides that the adjustments apply while the legisla-
tion is under consideration and become permanent upon enactment
of the legislation. These adjustments must be printed in the Con-
gressional Record. It also suspends section 202 of S. Con. Res. 21
(111th Congress), the fiscal year 2008 concurrent resolution on the
budget. This rule precludes the Senate from reconciling a net re-
duction in revenue or any other measure that may be scored as in-
creasing the deficit in either the budget year and four ensuing out-
years or the current year, budget year, and the nine ensuing out-
years.

Subsection (a) also stipulates that the Chair of the Committee on
the Budget may adjust the allocations, aggregates, and other ap-
propriate budgetary levels to reflect changes resulting from the
Congressional Budget Office’s most recently published or adjusted
baseline. It also defines the “budget year” as the most recent fiscal
year for which a concurrent resolution on the budget has been
adopted.

Subsection (b) requires, for purposes of enforcing the budget reso-
lution, aggregate and allocation levels resulting from adjustments
made according to the terms of this resolution to have the same ef-
fect as if adopted in the originally adopted aggregates and alloca-
tions. For example, if the budget resolution is adjusted for legisla-
tion considered pursuant to a reserve fund, it is the adjusted levels
that are enforced when subsequent legislation is considered by the
House.
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Section 411. Rulemaking powers.

Section 411 affirms that the adoption of the budget resolution is
an exercise of the House’s rulemaking power and that the House
has the constitutional right to change these rules.

TITLE V—RESERVE FUNDS

Title V establishes ten reserve funds for health, tax reform,
trade, education, retirement, and transportation legislation. In gen-
eral, this empowers the Chair of the Committee on the Budget to
adjust the levels in the budget resolution to accommodate specific
legislation. In most cases, certain conditions must be met in order
for the Chair to make the adjustment—the most frequent being the
legislation be deficit neutral over some period. The most important
levels that are typically adjusted include the revenue floor, the ceil-
ing for budget authority, and the 302(a) allocations to individual
committees. The deficit, debt, and functional categories may also be
adjusted as appropriate.

Section 501. Reserve fund for the repeal of the President’s health
care law.

Section 501 permits the Chair of the Committee on the Budget
to revise allocations of spending authority and other budgetary lev-
els for a measure that fully repeals the Patient Protection and Af-
fordable Care Act (Public Law 111-148) and the healthcare-related
provisions of the Health Care and Education Reconciliation Act of
2010 [HCERA 2010] (Public Law 111-152). These are the health
care bills enacted into law in 2010. These adjustments would not
be available for legislation that only partially repeals these laws.
The reserve fund is intended to apply to the health care provisions
and would not apply to the repeal of the education-related provi-
sions of HCERA 2010.

Legislation repealing the health care laws must solely achieve
that purpose and may not include language which is extraneous to
that purpose, whether such language has a budgetary effect or not.

The adjustments may be made for bills, amendments thereto, or
conference reports. Multiple measures may take advantage of the
reserve fund, as long as each is for the specified purpose.

An amendment (or a motion to recommit), if it qualifies under
the terms of this reserve fund, may be offered to an unrelated
measure, but should such a measure as amended be returned to
the House as a conference report or an amendment between the
Houses, no adjustments would be made if that measure contained
text unrelated to the purpose of this reserve fund which is to repeal
the laws referred to above.

Adjustments may be made for amendments meeting the criteria,
but the adjustment would not cover provisions in the underlying
bill unrelated to repealing these laws.

A measure receiving an adjustment under the terms of this re-
serve fund may be open for amendment, subject to the special rule
providing for its consideration, but the amendment, if it does not
meet the terms outlined in this section, must be compliant with the
Budget Act and the Rules of the House without regard to the ad-
justments made to the underlying measure.
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Section 502. Deficit-neutral reserve fund for promoting real health
care reform.

Section 502 permits the Chair of the Committee on the Budget
to revise allocations of spending authority, provided to committees
of the House, and to adjust other budgetary levels for a measure
that promotes real health care reform as long as the measure is
deficit-neutral for the period of fiscal years 2016 through 2025.
Those public laws are the health care bills enacted in 2010.

Section 503. Deficit-neutral reserve fund related to the Medicare
provisions of the President’s health care law.

Section 503 permits the Chair of the Committee on the Budget
to revise allocations of spending authority provided to committees
of the House, and to adjust other budgetary levels for a measure
that repeals the Medicare spending cuts in the Patient Protection
and Affordable Care Act (Public Law 111-148) or the Health Care
and Education Reconciliation Act of 2010 (Public Law 111-152), as
long as the measure is deficit-neutral for the period of fiscal years
2016 through 2025.

A measure that repeals only part of these Medicare spending re-
ductions is also eligible for these adjustments. A series of bills,
joint resolutions, amendments or conference reports may receive
adjustments under this section, only limited by the cumulative
amount of the Medicare spending reductions included in the public
laws referenced, as estimated by the Chair of the Committee on the
Budget.

Once the limit is reached through enacted measures, no more ad-
justments may be made under this reserve fund. The amount nec-
essary to repeal the Medicare spending cuts is a limit on the ad-
justments that may be made under this section, but as measures
are considered in the House that meet these terms, the amount is
not reduced until such measure fulfilling this purpose is enacted.

Section 504. Deficit-neutral reserve fund for the State Children’s
Health Insurance Program.

Section 504 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to applica-
ble committees and adjust other budgetary levels in this resolution
for a measure that extends the State Children’s Health Insurance
Program as long as such measure does not increase the deficit over
the period of fiscal years 2016 through 2025.

Section 505. Deficit-neutral reserve fund for graduate medical edu-
cation.

Section 505 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to applica-
ble committees and adjust other budgetary levels in this resolution
for a measure that reforms, expands, access to, and improves, as
determined by such Chair, graduate medical education programs as
long as such measure does not increase the deficit over the period
of fiscal years 2016 through 2025.
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Section 506. Deficit-neutral reserve fund for trade agreements.

Section 506 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to the Com-
mittee on Ways and Means and to adjust other budgetary levels in
this resolution for legislation that implements a trade agreement,
as long as such a measure does not increase the deficit in the pe-
riod of fiscal years 2016 through 2025.

Section 507. Deficit-neutral reserve fund for reforming the tax code.

Section 507 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to the Com-
mittee on Ways and Means and to adjust other budgetary levels in
this resolution for legislation that reforms the Internal Revenue
Code of 1986 as long as such legislation is deficit-neutral for the
period of fiscal years 2016 through 2026.

Section 508. Deficit-neutral reserve fund for revenue measures.

Section 508 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to the Com-
mittee on Ways and Means for legislation that causes a decrease
in revenue. The Chair of the Committee on the Budget may adjust
the allocations and aggregates in this resolution if the measure
does not increase the deficit over the period of fiscal years 2016
through 2025. This allows the Committee on Ways and Means to
report legislation that reduces revenue below the level provided for
in this resolution but only if it decreases outlays by an equal or
greater amount in the applicable period.

Section 509. Deficit-neutral reserve fund to reduce poverty and in-
crease opportunity and upward mobility.

Section 509 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to applica-
ble committees and adjust other budgetary levels in this resolution
for a measure reforming policies and programs to reduce poverty
and increase opportunity and upward mobility as long as such a
measure neither adversely impacts job creation nor increases the
deficit in the period of fiscal years 2016 through 2025.

Section 510. Deficit-neutral reserve fund for transportation.

Section 510 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority and to adjust other
budgetary enforcement levels in this resolution for any bill or joint
resolution to maintain the solvency of the Highway Trust Fund, as
long as such a measure does not increase the deficit in the period
of fiscal years 2016 through 2025.

Section 511. Deficit-neutral reserve fund for Federal retirement re-
form.

Section 511 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to applica-
ble committees and adjust other budgetary levels in this resolution
for a measure that reforms, improves and updates, as determined
by the Chair of the Committee on the Budget, the Federal retire-
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ment system as long as such measure does not increase the deficit
over the period of fiscal years 2016 through 2025.

Section 512. Deficit-neutral reserve fund for national defense.

Section 512 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to applica-
ble committees and adjust other budgetary levels in this resolution
for any legislation that supports the activities specified below as
long as such legislation is deficit-neutral (without counting any net
revenue increases in that measure) for the periods of fiscal years
2016 through 2021 or fiscal years 2016 through 2025. The activities
that may be supported in legislation under this reserve fund in-
clude: Department of Defense training and maintenance associated
with combat readiness, temporary increases in end strength, mod-
ernization of equipment, auditability of financial statements, or
military compensation recommendations.

Section 513. Deficit-neutral reserve fund for overseas contingency
operations/global war on terrorism.

Section 513 permits the Chair of the Committee on the Budget
to revise the allocations of spending authority provided to applica-
ble committees and adjust other budgetary levels in this resolution
for any legislation related to the support of Overseas Contingency
Operations/Global War on Terrorism by the amounts provided in
such legislation in excess of $73.5 billion but not to exceed $94 bil-
lion, as long as such measure does not increase the deficit (without
counting any net revenue increases in that measure) over the pe-
riod of fiscal years 2016 through 2025.

TITLE VI—ESTIMATES OF DIRECT SPENDING

Title VI is required under the Separate Orders of H. Res. 5
(114th Congress), which implements the Rules of the House of Rep-
resentatives, and is a requirement for the consideration of a con-
current resolution on the budget in the 114th Congress. See section
designated “Direct Spending Trends and Reforms” within this re-
port for more information on Title V.

Section 601. Direct spending.

Subsection (a) provides the average and estimated average rate
of growth in means-tested direct spending for the 10-year periods
before and after fiscal year 2016, respectively. It also proposes re-
forms to the means-tested category of direct spending.

Subsection (b) provides the average and estimated average rate
of growth in non-means-tested direct spending for the 10-year peri-
ods before and after fiscal year 2016, respectively. It also proposes
reforms to the non-means-tested category of direct spending.

TITLE VII-RECOMMENDED LONG-TERM LEVELS

Section 701. Long-term budgeting.

Section 701 sets out recommended budgetary levels for certain
budget aggregates for each of fiscal years 2030, 2035, and 2040 as
a percentage of the gross domestic product of the United States as
follows:



Fiscal Year 2030:
Fiscal Year 2035:
Fiscal Year 2040:

Fiscal Year 2030:
Fiscal Year 2035:
Fiscal Year 2040:
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FEDERAL REVENUES

18.7 percent
19.0 percent
19.0 percent

BUDGET OUTLAYS

18.4 percent
17.8 percent
16.9 percent

DEFICITS

Fiscal Year 2030: — 0.3 percent

Fiscal Year 2035: —1.2 percent

Fiscal Year 2040: —2.1 percent
DEBT

Fiscal Year 2030:
Fiscal Year 2035: 32.0 percent
Fiscal Year 2040: 18.0 percent

TITLE VIII—POLICY STATEMENTS

Section 801. Policy statement on balanced budget amendment.

44.0 percent

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
on the budget is for Congress to pass a joint resolution establishing
a Balanced Budget Amendment to the Constitution of the United
States, requiring an annual balanced budget, and to send such
joint resolution to the States for approval.

Section 802. Policy statement on the budget process and baseline re-
forms.

Subsection (a) sets out findings.

Subsection (b) states the policy of this concurrent resolution that
Congress must restructure its procedures of budget decision mak-
ing and reassert its role as the government’s spending authority.

Subsection (c) stipulates that Congress must reform the budget
process and remove the bias in the baseline against the extension
of current tax laws.

Subsection (d) states that the Committee on the Budget intends
to offer legislation during the 114th Congress that revises and re-
writes the Congressional Budget and Impoundment Control Act of
1974.

Section 803. Policy statement on economic growth and job creation.

Subsection (a) sets out findings.

Subsection (b) states the policy on promoting economic growth
and job creation assumed by this concurrent resolution on the
budget urging reform of the current tax code and its overly burden-
some regulations.

Section 804. Policy statement on tax reform.
Subsection (a) sets out findings.
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Subsection (b) states the policy on comprehensive tax reform that
promotes economic growth, creates American jobs, increases wages,
and benefits American consumers, investors, and workers assumed
by this concurrent resolution on the budget.

Section 805. Policy statement on trade.

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
on the budget is to pursue international trade, global commerce,
and a modern and competitive U.S. international tax system in
order to promote job creation in the United States.

Section 806. Policy statement on Social Security.

Subsection (a) sets out findings.

Subsection (b) states the policy on Social Security assumed by
this concurrent resolution on the budget to ensure sustainable sol-
vency of the fund.

Subsection (c) states the policy on the Disability Insurance pro-
gram assumed by this concurrent resolution on the budget to re-
form the program and to work towards fixing the looming insol-
vency before it occurs in 2016.

Subsection (d) states the policy on Social Security solvency must
be assured and improved in any legislation Congress considers re-
garding the Disability Insurance program.

Section 807. Policy statement on replacing the President’s health
care law and promoting real health care reform.

Subsection (a) sets out findings.

Subsection (b) states the policy on replacing the President’s
health care law assumed by this concurrent resolution on the budg-
et should be fully repealed and have Congress pursue real health
care reforms.

Section 808. Policy statement on Medicare.

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
on the budget is to preserve the program for those in or near retire-
ment and strengthen the program for future beneficiaries.

Subsection (c) sets forth the assumptions of this concurrent reso-
lution on the budget for the parameters of future Medicare reforms.

Section 809. Policy statement on medical discovery, development,
delivery and innovation.

Subsection (a) sets out findings on medical discovery, develop-
ment, delivery and innovation.

Subsection (b) states that the policy of this concurrent resolution
on the budget is to support the work of medical innovators, includ-
ing private-sector innovators, medical centers and the National In-
stitutes of Health, and their research.

Section 810. Policy statement on Federal regulatory reform.

Subsection (a) sets out findings.
Subsection (b) states the policy on Federal regulation by this con-
current resolution on the budget that the public is currently bur-
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dened by excessive regulation and that Congress should enact leg-
islation protecting the public from additional, unnecessary regula-
tion.

Section 811. Policy statement on higher education and workforce de-
velopment opportunity.

Subsection (a) sets out findings on higher education.

Subsection (b) states the policy on higher education affordability
assumed by this concurrent resolution on the budget.

Subsection (c) sets out findings on workforce development.

Subsection (d) states the policy on workforce development as-
sumed by this concurrent resolution on the budget.

Section 812. Policy statement on Department of Veterans Affairs.

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
in the budget is to support the continued oversight efforts of the
Department of Veterans by Congress and its committees.

Section 813. Policy statement on Federal accounting methodologies.

Subsection (a) sets out findings.

Subsection (b) states the policy on the Federal accounting meth-
odologies in this concurrent resolution on the budget is to reform
current budget and accounting practices to allow for greater trans-
parency.

Section 814. Policy statement on scorekeeping for outyear budgetary
effects in appropriations acts.

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
on the budget is to more effectively allocate and accurately enforce
budget targets by agreeing to a scorekeeping procedure for outyear
budgetary effects in appropriations acts to more effectively allocate
and accurately enforce budget targets. The Committee on the
Budget tasks the relevant committees to consult and offer rec-
ommendations for implementation in fiscal year 2017.

Section 815. Policy statement on reducing unnecessary, wasteful,
and unauthorized spending.

Subsection (a) sets out findings.

Subsection (b) states that each authorizing committee shall, as
part of its annual Views and Estimates letter to the Committee on
the Budget, submit recommendations for reductions in spending
that result from that committee’s oversight activities. Each Con-
gressional Committee shall also annually review its programs to
ensure they are operating efficiently and effectively.

Section 816. Policy statement on deficit reduction through the can-
cellation of unobligated balances.

Subsection (a) sets out findings.

Subsection (b) directs congressional committees through their
oversight activities to identify and achieve savings through the can-
cellation or rescission of unobligated balances that neither abrogate
contractual obligations of the Federal Government nor reduce or



154

disrupt Federal commitments under programs such as Social Secu-
rity, veterans’ affairs, national security, and Treasury authority to
finance the national debt.

Subsection (c) provides that Congress, with the assistance of the
Government Accountability Office, the Inspectors General, and
other appropriate agencies should make it a high priority to review
unobligated balances and identify savings for deficit reduction.

Section 817. Policy statement on agency fees and spending.

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
on the budget is for Congress to reassert is constitutional preroga-
tive to control spending and conduct oversight.

Section 818. Policy statement on responsible stewardship of tax-
payer dollars.

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
on the budget is to identify any savings that can be achieved
through greater productivity and efficiency gains in the operation
and maintenance of House services and resources.

Section 819. Policy statement on “No Budget, No Pay”.

Section 819 states that the policy of this concurrent resolution on
the budget is that Congress should agree to a concurrent resolution
on the budget every year pursuant to section 301 of the Budget
Act. Section 819 further states that if, by April 15, a House of Con-
gress has not agreed to a concurrent resolution in the budget, the
payroll administrator should withhold compensation for Members
of Congress, consistent with the provisions of Public Law 113-3,
the No Budget, No Pay Act of 2013.

Section 820. Policy statement on national security funding.

Subsection (a) sets out findings.

Subsection (b) states that the policy of the concurrent resolution
on the budget is to provide additional funding for Overseas Contin-
gency Operations/Global War on Terrorism over the next decade, in
excess of the President’s Five Year Defense Plan.

Subsection (c¢) prioritizes national defense funding and the needs
of our military and soldiers through the creation of the “Defense
Readiness and Modernization Fund.”

Subsection (d) encourages the immediate reevaluation of Federal
Government spending priorities to ensure the continued strength of
our national security, while ensuring the availability funding de-
spite the current sequester for national defense funding.



THE CONGRESSIONAL BUDGET PROCESS

The spending and revenue levels established in the budget reso-
lution are implemented through two parallel, but separate, mecha-
nisms: allocations to the authorizing and appropriations commit-
tees, and, when necessary, reconciliation directives to the author-
izing committees.

As required under section 302(a) of the Congressional Budget Act
of 1974, the direct spending levels in the budget resolution are allo-
cated to each of the authorizing committees in each House of Con-
gress with direct spending authority. The resolution’s discretionary
spending levels are allocated to the Committee on Appropriations.

These allocations are included in the report accompanying the
budget resolution, and are enforced through points of order (see the
section of this report titled: “Enforcing the Budget Resolution”).
Amounts provided under “current law” encompass programs that
affect direct spending—for example, health, retirement, and other
programs that have spending authority or offsetting receipts.
Amounts subject to discretionary action refer to programs that re-
quire subsequent legislation to provide the necessary spending au-
thority. Amounts provided under “reauthorizations” reflect
amounts assumed to be provided in subsequent legislation reau-
thorizing expiring direct spending programs.

Section 302 of the Congressional Budget Act of 1974, as modified
by the Balanced Budget Act of 1997, requires that allocations of
budget authority be provided in the report accompanying a budget
resolution for the 1st fiscal year for which it is adopted and at least
the 4 ensuing fiscal years (except for the Committee on Appropria-
tions, which receives an allocation for only the budget year). This
budget resolution provides allocations of budget authority and out-
lays for fiscal year 2016 and each of the 9 ensuing fiscal years, fis-
cal years 2017 through 2025.

Authorizing Committees

The report (or the joint statement of managers for a conference
report) accompanying the concurrent resolution on the budget allo-
cates to the authorizing committees an amount of new budget au-
thority along with the attendant outlays required to fund the direct
spending within each authorizing committee’s jurisdiction. If in-
creases in spending are required within a committee’s jurisdiction,
then the committee may be allocated additional budget authority.
This occurs when the budget resolution assumes a new or ex-
panded direct spending program. Such spending authority must be
provided through subsequent legislation and is not controlled
through the annual appropriations process.

(155)
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302(A) ALLOCATIONS

Because the spending authority for authorizing committees is
multi-year or permanent, the allocations established in the budget
resolution are for the fiscal year for which it is adopted and the
nine ensuing fiscal years. This budget resolution provides alloca-
tions for authorizing committees for fiscal year 2016, commencing
on 1 October 2015, and the 9 ensuing fiscal years, fiscal years 2017
through 2025.

Unlike the Committee on Appropriations, each authorizing com-
mittee is provided a single allocation of new budget authority (di-
vided between current law and expected policy action) not provided
through annual appropriations. These committees are not required
to file 302(b) allocations. Bills first effective in fiscal year 2016 are
measured against the level for that year included in the fiscal year
2016 budget resolution and also the 10 fiscal year period, fiscal
years 2016 through 2025.

Committee on Appropriations

The report accompanying the concurrent resolution on the budget
allocates to the Committee on Appropriations a lump sum of discre-
tionary budget authority assumed in the resolution and cor-
responding outlays for a single fiscal year.

302(A) ALLOCATIONS

Unlike authorizing committees, the spending authority for the
Committee on Appropriations is a lump sum of discretionary budg-
et authority established in the budget resolution for the fiscal year
for which 1t is adopted and corresponding outlays. Therefore, this
budget resolution provides allocations to the Committee on Appro-
priations for fiscal year 2016, commencing on 1 October 2015.

302(B) ALLOCATIONS

Once a 302(a) allocation is provided to the Committee on Appro-
priations by the budget resolution for the fiscal year for which a
budget resolution is adopted, the Committee on Appropriations is
required to divide this allocation among its subcommittees. Al-
though the number of subcommittees has varied over time, for fis-
cal year 2016 there are 12. The amount each subcommittee receives
constitutes its suballocation pursuant to section 302(b) of the Con-
gressional Budget Act of 1974.

Each appropriation bill reported by a subcommittee that provides
budget authority for programs within its jurisdiction for the fiscal
year for which a budget resolution is adopted must not breach this
302(b) suballocation. The sum of the suballocations must equal the
302(a) allocation provided, though an additional 302(b) suballoca-
tion may be made and assigned to the full Committee on Appro-
priations. This additional suballocation must be an amount in the
form of a positive whole number.

Under section 302(c) of the Congressional Budget Act of 1974, ap-
propriations acts may not be considered on the floor of the House
before these 302(b) suballocations are made.

In general, unless enacted, bills and conference reports cease to
exist at the end of each Congress (in the House of Representatives).
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Concurrent resolutions that have been enacted also cease to exist
at the end of each Congress, but when a new Congress convenes,
concurrent resolutions are extended through the organizing resolu-
tion of the new Congress. In this way, the Budget Resolution is ex-
tended into the new Congress. The budget year, thus, may change,
but for purposes of enforcement, the first fiscal year for the budget
resolution remains the same.

TABLE 11.—ALLOCATION OF SPENDING AUTHORITY TO HOUSE COMMITTEE ON APPROPRIATIONS

[In millions of dollars]

2016
Base Discretionary Action:
BA 1,016,582
0T 1,139,891
Global War on Terrorism:
BA 73,500
0T 32,640
Current Law Mandatory:
BA 952,580
0T 940,993
TABLE 12.—RESOLUTION BY AUTHORIZING COMMITTEE
[On-budget amounts in millions of dollars]
2016 2016-2025
Agriculture:
Current Law:
BA 13,649 651,197
oT 12,470 645,581
Resolution Change:
BA —3.878 —201,097
0T —2417 —198,219
Total:
BA 9,771 450,100
oT 10,053 447,362
Armed Services:
Current Law:
BA 156,087 1,806,890
0T 160,284 1,805,025
Resolution Change:
BA 0 0
oT 0 0
Total:
BA 156,087 1,806,890
0T 160,284 1,805,025
Financial Services:
Current Law:
BA 14,268 113,856
0T 2,536 —49,508
Resolution Change:
BA — 8,085 — 64,850
0T —7,461 — 64,652
Total:
BA 6,183 49,006
0T —4,925 — 114,160
Education & Workforce:
Current Law:
BA —6,156 14,318
0T —38,973 1,594
Resolution Change:
BA —9,953 —228,200
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TABLE 12.—RESOLUTION BY AUTHORIZING COMMITTEE—Continued

[On-budget amounts in millions of dollars]

2016 2016-2025
0T —3,890 —207,324
Total:

BA —16,109 —213,882
0T —12,863 —205,730
Energy & Commerce:
Current Law:
BA 407,178 5,377,268
0T 415,257 5,378,310
Resolution Change:
BA —57,435 —2,143,334
0T —51,944 —2,132,928
Total:
BA 349,743 3,233,934
0T 363,313 3,245,382

Foreign Affairs:
Current Law:

BA 25,725 229,558
0T 25,141 226,094
Resolution Change:
BA 0 0
0T 0 0
Total:
BA 25,725 229,558
0T 25,141 226,094

Oversight & Government Reform:
Current Law:

BA 113,388 1,342,994
0T 112,012 1,323,034
Resolution Change:
BA —10,730 — 229,285
0T —10,567 —229,194
Total:
BA 102,658 1,113,709
0T 101,445 1,093,840

Homeland Security:
Current Law:

BA 2,034 23,810
oT 2,046 24,015
Resolution Change:
BA —195 — 5,365
0T —102 —4,799
Total:
BA 1,839 18,445
0T 1,944 19,216
House Administration:
Current Law:
BA 41 351
0T 12 106
Resolution Change:
BA 0 0
0T 0 0
Total:
BA 41 351
0T 12 106
Natural Resources:
Current Law:
BA 5,788 59,667
0T 6,530 63,511
Resolution Change:
BA —1,805 —31,956

or —1,475 —31,475
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TABLE 12.—RESOLUTION BY AUTHORIZING COMMITTEE—Continued

[On-budget amounts in millions of dollars]

2016 2016-2025
Total:
BA 3,983 21,711
0T 5,055 32,036
Judiciary:
Current Law:
BA 24,716 117,355
0T 14,214 122,710
Resolution Change:
BA — 14,599 —61,929
0T -999 —60,125
Total:
BA 10,117 55,426
0T 13,215 62,585
Transportation & Infrastructure:
Current Law:
BA 70,799 722,559
or 16,435 185,131
Resolution Change:
BA —148,635 — 148,602
0T —55 —1,080
Total:
BA 22,164 573,957
oT 16,380 184,051
Science, Space & Technology:
Current Law:
BA 108 1,017
0T 106 1,017
Resolution Change:
BA 0 0
0T 0 0
Total:
BA 108 1,017
oT 106 1,017
Small Business:
Current Law:
BA 0 0
oT 0 0
Resolution Change:
BA 0 0
oT 0 0
Total:
BA 0 0
0T 0 0
Veterans Affairs:
Current Law:
BA 3,229 97,502
0T 7,204 103,084
Resolution Change:
BA -31 —1,925
0T -31 —1,925
Total:
BA 3,198 95,577
oT 7,173 101,159
Ways & Means:
Current Law:
BA 1,034,496 15,146,759
oT 1,034,176 15,145,626
Resolution Change:
BA —50,544 —1,123,009

0T —51,215 —1,122,264
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TABLE 12.—RESOLUTION BY AUTHORIZING COMMITTEE—Continued

[On-budget amounts in millions of dollars]

2016 2016-2025
Total:
BA 983,952 14,023,750
0T 983,961 14,023,362




RECONCILIATION

Section 310 of the Congressional Budget Act of 1974 (2 U.S.C.
641) sets out a special procedure that allows a concurrent resolu-
tion on the budget to direct one or more authorizing committees to
produce legislation that changes direct spending, revenue, or the
debt limit to bring these levels into compliance with budget resolu-
tion policies. Reconciliation directives must be included in a concur-
rent resolution on the budget adopted by both Houses to be valid.

In general, reconciliation directives include the amount of budg-
etary change to be achieved; the time period over which such budg-
etary change should be measured; and a deadline by which the au-
thorizing committees must report legislation. When more than one
authorizing committee receives reconciliation directives, each com-
mittee considers a bill to comply with these directives as it would
any other bill, but the legislative text and other materials are sub-
mitted to the Committee on the Budget instead of being reported
to the House. The Committee on the Budget then incorporates all
submissions together, without any substantive revision, into a sin-
gle bill and reports it to the House. If the reconciliation directive
instructs only a single authorizing committee, then that commit-
tee’s bill is reported directly to the House and is not submitted to
the Committee on the Budget.

In the House, the Committee on Rules reports a special rule gov-
erning the consideration of a reconciliation bill. Typically, the rule
will allow for 2 or 3 hours of general debate equally divided. The
Committee on the Budget determines whether an authorizing com-
mittee is in compliance with its reconciliation directives and relies
solely on the Congressional Budget Office’s estimates when deter-
mining compliance. Under section 310 of the Congressional Budget
Act of 1974, authorizing committees must comply with reconcili-
ation directives. If an authorizing committee does not comply with
its directives, the Committee on Rules may make in order amend-
ments that achieve required budgetary changes pursuant to section
311(d)(5) of the Congressional Budget Act of 1974.

A reconciliation bill is a privileged measure in the Senate. Dis-
tinct from most Senate bills, debate is limited to 20 hours and only
requires a simple majority to pass (51 votes) rather than the 60
votes otherwise required for cloture.

In the Senate, the “Byrd Rule” (section 313 of the Congressional
Budget Act of 1974) limits the content of a reconciliation bill.
Under the Byrd Rule, provisions that are considered extraneous
can be stricken from the bill unless 60 Senators vote to waive it.
If a provision is found to violate the Byrd Rule, it is removed from
the bill or conference report unless 60 Senators vote to waive it.
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This Concurrent Resolution on the Budget for Fiscal Year 2016,
as reported by the Committee on the Budget, provides for such rec-
onciliation legislation. It instructs 13 authorizing committees to
submit changes in law necessary to achieve specified amounts of
deficit reduction. Each authorizing committee must submit legisla-
tive text and associated material to the Committee on the Budget
by 15 July 2015.

For a detailed description of the reconciliation directives included
in this concurrent resolution on the budget, see Title II of the Sec-
tion-by-Section Description.



STATUTORY CONTROLS OVER THE BUDGET

Since 1985, a series of statutory budget controls has been super-
imposed over the congressional budget process through the enact-
ment of, and subsequent amendments to, the Balanced Budget and
Emergency Deficit Control Act of 1985 [BBEDCA]. This law has
been amended several times and generally serves as the primary
vehicle for statutory controls over the budget.

The Balanced Budget and Emergency
Deficit Control Act Of 1985

The Balanced Budget and Emergency Deficit Control Act of 1985
[BBEDCA] initially was intended to reduce deficits by establishing
annual maximum deficit limits. These limits were enforced through
“sequestration,” which involved automatic across-the-board spend-
ing reductions required by Presidential order if the deficit targets
were exceeded. Under BBEDCA, a Presidential sequestration order
must occur within 15 days after the end of a session of Congress.
Sequestration remained in force for laws enacted through the end
of fiscal year 2002.

The Budget Enforcement Act of 1990

The Budget Enforcement Act [BEA] of 1990 replaced the max-
imum spending limits originally in BBEDCA with annual limits on
discretionary spending and controls over increases in the deficit,
calculated by adding together for each fiscal year increases in di-
rect spending and decreases in revenues, termed “pay-as-you-go.”

The BEA established separate limits for discretionary appropria-
tions, separated out into three separate categories: domestic, de-
fense, and international affairs. These discretionary categories
were through fiscal year 1993, and then combined into a single
limit on all appropriations for fiscal years 1994 and 1995.

Under pay-as-you-go, if the cumulative effect of legislation en-
acted through the end of a session of Congress increased the def-
icit, the amount of that deficit increase for the fiscal year following
that session would cause a sequestration of direct spending by that
amount. As with the Maximum Deficit Amounts before it, most
spending defined as “direct” was exempt from any reductions.
Other spending programs had limitations on the reductions. For ex-
ample, spending decreases in the Medicare program, under pay-as-
you-go, was limited to 4 percent of the program costs.

The Omnibus Budget Reconciliation Act of 1993

The Omnibus Budget Reconciliation Act [OBRA] of 1993 ex-
tended a single limit on discretionary spending through fiscal year
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1998. Any breach of the cap would cause a sequestration (again, an
across-the-board cut in all nonexempt discretionary programs). Pro-
grams under these spending limits were held harmless for changes
in inflation, emergencies, estimating differences, and changes in
concepts and definitions. OBRA 1993 also extended the pay-as-you-
go enforcement procedures for legislation enacted through fiscal
year 1998.

The Balanced Budget Act of 1997

The Balanced Budget Act of 1997 [BBA 1997] again revised and
extended the levels of discretionary spending limits. As amended
by OBRA 1993, these limits would have expired at the end of fiscal
year 1998. BBA 1997 modified the discretionary spending limits for
fiscal year 1998 and extended them through fiscal year 2002. Simi-
larly, the pay-as-you-go requirements were extended for legislation
enacted through the end of fiscal year 2002. The sequestration en-
forcement mechanism lasted through the end of fiscal year 2006 for
such legislation, but it was turned off by P.L. 107-312, enacted De-
cember 2, 2002.

BBA 1997 also made numerous technical changes in both the
congressional budget process and sequestration procedures that en-
force the discretionary spending limits and pay-as-you-go require-
ments.

BBA 1997 established separate limits on defense and non-de-
fense discretionary spending for fiscal years 1998 and 1999. These
limits were combined into a single limit on discretionary spending
in fiscal years 2000, 2001, and 2002. Separate discretionary spend-
ing limits were designed to prevent Congress and the President
from using savings in one category to offset an increase in another.

BBA 1997 repealed automatic adjustments in the caps for
changes in inflation and estimating differences between OMB and
CBO on budget outlays. It retained adjustments for emergencies,
estimating differences in budget authority, continuing disability re-
views and added adjustments for the International Monetary Fund,
international arrearages, and an Earned Income Tax Credit compli-
ance initiative.

The adjustments are made in the President’s final sequestration
report issued 15 days after the end of a session of Congress.

Subsequently, additional spending categories for certain trans-
portation and conservation spending were added and provided for
specific spending amounts for these programs. While the transpor-
tation spending limit was ostensibly a cap on funding, it also
served the purpose of calculating the levels of spending that flowed
from the Highway Trust Fund.

The Statutory Pay-As-You-Go Act of 2010

No further legislation was enacted to re-establish statutory con-
trols on spending and revenue until 2010, when on 10 February of
that year, the Statutory Pay-As-You-Go Act of 2010 was signed as
part of Public Law 111-139, which raised the statutory limit on the
public debt. The measure amended sections of BBEDCA, including
the sequester base, but it did not establish new discretionary
spending limits.
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The Budget Control Act of 2011

Enacted on August 2, 2011, the Budget Control Act [BCA] of
2011, enacted on 2 August 2011, set statutory controls on spending,
primarily making BBEDCA permanent in its entirety, and re-es-
tablished discretionary spending limits for fiscal years 2012
through 2021. These discretionary spending limits for fiscal years
2012 and 2013 were divided into “security” and “non-security” cat-
egories.! The remaining years were set as a single discretionary
general category. The BCA also authorized an increase in the pub-
lic debt limit.

The BCA also included additional procedures that had the effect
of altering the caps under section 251(c) of BBEDCA, in particular,
by extending the security/non-security categories through the end
of the period.

The Congressional Budget Office estimated that the discretionary
spending caps under the BCA would reduce the deficit, including
savings from debt service, by $917 billion over the 10 fiscal year
period covering 2012 through 2021.

The BCA also established a Joint Select Committee on Deficit
Reduction tasked with reporting legislation to reduce the federal
deficit by an additional $1.5 trillion over a 10-year period ending
in fiscal year 2021, which would have been considered under proce-
dures limiting amendment and debate. Under the BCA, if legisla-
tion reported by the Joint Committee reducing the deficit by at
least $1.2 trillion was not enacted, then a sequestration would be
ordered, adjusting the discretionary caps downward and calculating
an amount of reductions in direct spending necessary to achieve
this amount (or a portion thereof if legislation from the Joint Com-
mittee achieving some deficit reduction was enacted). The Joint
Committee failed to report any proposals reducing the deficit by
any amount, and no legislation to that purpose was enacted by the
required 15 January 2012 deadline. As a result, the Joint Com-
mittee ceased to exist and the automatic spending reduction proc-
ess was triggered.

This process established new caps and definitions of security and
nonsecurity (now effectively defense and nondefense, though the
previous terms are still used) and replaced the statutory discre-
tionary caps. These categories have replaced the discretionary gen-
eral category through 2021.

This process had two components: sequestration and reducing
the discretionary spending limits. To achieve the $1.2 trillion in
deficit reduction, spending reductions, calculated by OMB, were
scheduled to occur absent a change in law.

Because the Joint Committee did not achieve any deficit reduc-
tion, the calculation begins with a spending reduction of the full
$1.2 trillion from fiscal year 2013 through fiscal year 2021. Accord-
ing to the BCA formula, this number is then reduced by 18 percent

1Section 102 of the act defines the “security” category as comprising discretionary appropria-
tions for the Department of Defense, the Department of Homeland Security, the Department of
Veterans Affairs, the National Nuclear Security Administration, the intelligence community
management account, and all budget accounts in Function 150, International Affairs. All other
discretionary appropriations were grouped together in the non-security category. These were re-
placed with “revised” security and nonsecurity” limits on spending for programs which fall in-
side Function 050, Defense, and outside that function.
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to account for the reduced cost of debt service attributable to the
lower level of spending. The remaining amount is then divided by
nine to account for each of fiscal years 2013 through 2021. This
amount is then divided by two to evenly distribute reductions be-
tween defense and nondefense accounts.

The spending reductions are then further divided between direct
spending and discretionary spending within the defense and non-
defense accounts.

The implementation of the spending reductions is distinct from
the calculation of the amounts. Once the amount is calculated, the
BCA requires reductions through sequestration and reductions to
the revised discretionary spending limits.

The sequestration order affected both discretionary and manda-
tory spending for fiscal year 2013. As a result, discretionary
amounts appropriated for fiscal year 2013 were sequestered by the
calculated amount without regard for the amount appropriated—
i.e., it was not sequestered as a function of the discretionary spend-
ing limit for that fiscal year. In addition, for fiscal years 2013
through 2021, a direct spending sequester of nonexempt accounts
is ordered.

This is distinct from the spending reductions for the discre-
tionary spending limits for fiscal years 2014 through 2021: these
reductions occur through revising the spending limits downward
for each of those fiscal years.

The American Taxpayer Relief Act of 2012

As part of an agreement to make permanent most tax policies
first enacted in 2001 and 2003 but scheduled to expire at the end
of 2012,2 the American Taxpayer Relief Act [ATRA] of 2012 in-
cluded certain budget process provisions. ATRA reduced the BCA
fiscal year 2013 sequester by $24 billion—from $109.33 billion to
$85.33 billion for that fiscal year.

It postponed the BCA sequester (under section 251A of BBEDCA)
by two months, from January 2, 2013 to March 1, 2013. It also
postponed the BBEDCA sequester (a separate sequestration under
section 251(a) of BBEDCA, which normally occurs 15 days after the
end of a session of Congress) until 17 March 2013. This BBEDCA
sequester enforces the spending limit categories rather than requir-
ing a sequester of a nominal amount for fiscal year 2013 as under
the BCA—and applied regardless of where spending is relative to
the spending limits. It also reset discretionary spending limit cat-
egories for fiscal years 2013 and 2014, lowering the total by $4 bil-
lion and $8 billion respectively.

The President ordered the fiscal year 2013 BCA sequester, as re-
quired by law, on 1 March 2013.

The Bipartisan Budget Act of 2013

As a result of the budget conference negotiations between House
Chairman Ryan and Senate Chairman Murray, the Bipartisan

2These tax policies were temporary because they were enacted under the budget reconciliation
process. Section 313 of the Congressional Budget Act—known as the “Byrd Rule”—prohibits
spending and tax legislation enacted in reconciliation from increasing the projected deficit out-
side the 10-year budget window compared to what it would have been without those tax policies.
Consequently those tax relief policies were required to expire.
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Budget Act [BBA] of 2013 increased the discretionary spending lim-
its for fiscal years 2014 and 2015 by amending section 251 of
BBEDCA. The BBA 2013 agreement provided $63 billion in seques-
ter relief over 2 years, split evenly between defense and non-de-
fense programs. BBA 2013 set defense discretionary spending at
$520.5 billion and non-defense discretionary spending at $491.8 bil-
lion for fiscal year 2014. For fiscal year 2015, defense discretionary
spending was set at $521.3 billion, and non-defense discretionary
spending was set at $492.4 billion.

The sequester relief was fully offset by reductions in direct
spending elsewhere in the budget. BBA 2013 included dozens of
specific deficit-reduction provisions with mandatory savings and
non-tax revenue totaling approximately $85 billion. This included
$28 billion in reductions stemming from a provision requiring the
President to sequester the same percentage of mandatory budg-
etary resources in 2022 and 2023 as will be sequestered in 2021
under current law.






ENFORCING BUDGETARY LEVELS

The Concurrent Resolution on the Budget

The concurrent resolution on the budget establishes allocations of
spending authority and aggregate levels of both spending authority
and revenues that are binding on Congress when it considers sub-
sequent spending and tax legislation. Legislation breaching the lev-
els set forth in the budget resolution is subject to points of order
on the floor of the House of Representatives and the Senate. The
concurrent resolution is established pursuant to the Congressional
Budget Act of 1974, which includes various requirements as to its
content and enforcement. While a budget resolution sets levels of
spending, revenue, deficits and debt, it may also include special
procedures in order to enforce Congressional budgetary decisions.

The levels established in the budget resolution are not self-en-
forcing. Members of the House must raise points of order against
legislation that breaches the allocations and aggregate spending
levels established in the budget resolution. If a point of order is
sustained, the House may not further consider the measure.

SECTION 302(F)

Section 302(f) of the Congressional Budget Act of 1974 prohibits
the consideration of legislation that exceeds a committee’s alloca-
tion of budget authority. For authorizing committees, this section
measures the budget effects of legislation in the fiscal year for
which a concurrent resolution on the budget is adopted, and the pe-
riod of that first fiscal year and no fewer than the four ensuing fis-
cal years (though the nine ensuing fiscal years is now typical). For
appropriations bills, however, the test measures the budget effects
in the first fiscal year.

SECTION 303

Section 303 prohibits the consideration of spending and revenue
legislation before the House has passed a concurrent resolution on
the budget for a fiscal year. Legislation that changes revenue or in-
creases budget authority in a fiscal year for which a budget resolu-
tion has not been adopted, violates section 303(a). Section 303(a)
does not apply to budget authority and revenue provisions first ef-
fective in a year following the first fiscal year to which a budget
resolution would apply, or to appropriation bills after 15 May.

SECTION 311

Section 311 prohibits the consideration of legislation that would
exceed the aggregate spending limits of budget authority and out-
lays, or cause revenue levels to fall below the revenue floor, estab-

(169)
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lished by the concurrent resolution on the budget. If a measure
would cause budget authority or outlays to be greater than the ceil-
ing established for the first fiscal year of a budget resolution, a sec-
tion 311 violation occurs.

Additionally, if a measure would cause revenue to be lower than
the revenue floor in the first fiscal year or the period of years of
the budget resolution, a section 311 violation occurs. Section 311
does not apply to measures that provide budget authority but do
not breach a committee’s 302(a) allocations.

SECTION 314(F)

This section, established by the Budget Control Act of 2011, pro-
hibits the consideration of any bill, joint resolution, amendment, or
conference report that would cause the statutory spending category
limits set out in section 251(c) of the Balanced Budget and Emer-
gency Deficit Control Act of 1985 (as adjusted by procedures set out
in section 251A of that Act) to be exceeded. This budget resolution
includes language that would prevent this section’s application if
the appropriation measure is not in violation of the section 302(a)
allocation.

Budget-Related Provisions in the House

In addition to budget controls in the Congressional Budget Act
of 1974, as applied through the concurrent resolution on the budg-
et, there are additional budget controls found in the Rules of the
House of Representatives and in the Separate Orders of the House.

CLAUSE 8 OF RULE XIII

This clause requires the Congressional Budget Office and Joint
Committee on Taxation to incorporate the macroeconomic effects of
major legislation into the official cost estimates used for budget en-
forcement and other rules of the House.

CLAUSE 7 OF RULE XXI

This clause prohibits the consideration of a concurrent resolution
on the budget containing reconciliation directives (section 310 of
the Congressional Budget Act of 1974) that would cause a net in-
crease in direct spending.

CLAUSE 10 OF RULE XXI

This clause prohibits the consideration of legislation that in-
creases direct spending over a 6-year period or an ll-year period.
If such spending is increased in those time periods, then it must
be offset by corresponding spending decreases. If an amendment is
offered to a measure that decreases direct spending in either of
those periods, then the amendment must also decrease net spend-
ing by at least the same amount.

CLAUSE 4 OF RULE XXIX

This clause specifies that the Chair of the Committee on the
Budget is responsible for providing authoritative guidance con-
cerning the impact of a legislative proposition related to the levels
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of new budget authority, outlays, direct spending, and new entitle-
ment authority.

SECTION 3 OF THE SEPARATE ORDERS OF
HOUSE RESOLUTION 5 OF THE 114TH CONGRESS

House Resolution 5 adopted the rules from the 113th Congress
and incorporated additional provisions related to the budget proc-
ess.

Section 3(d) maintains the requirement, from the 112th and
113th Congresses, that each general appropriations bill include a
“spending reduction” account. This “spending reduction account”
provides a recitation of the amount by which, through the amend-
ment process, the House has reduced spending in other portions of
the bill and indicate that those savings be counted toward spending
reduction. It also provides that any amendment increasing spend-
ing relative to the underlying bill must include an offset of an
equal or greater value.

Section 3(h) carries forward the requirement from the 113th Con-
gress that a concurrent resolution on the budget include a section
related to means-tested and nonmeans-tested direct spending pro-
grams. Additionally, the Chair of the Committee on the Budget
must submit for printing in the Congressional Record a statement
defining these terms prior to the consideration of such concurrent
resolution. This requirement also applies to any amendments to or
conference reports on a concurrent resolution on the budget.

Section 3(q) prohibits the consideration of any legislation that re-
duces the actuarial balance of the Federal Old-Age and Survivors
Insurance Trust Fund unless such legislation improves the overall
financial health of the combined Social Security Trust Funds.






ACCOUNTS IDENTIFIED FOR
ADVANCE APPROPRIATIONS

Accounts Identified for Advance Appropriations
for Fiscal Year 2017

(SUBJECT TO A GENERAL LIMIT OF $28,852,000,000)

Financial Services
Postal Service

Labor, Health and Human Services, and Education

Employment and Training Administration
Education for the Disadvantaged

School Improvement

Career, Technical, and Adult Education
Special Education

Transportation, Housing and Urban Development
Tenant-based Rental Assistance
Project-based Rental Assistance

Veterans Discretionary Accounts Identified for
Advance Appropriations for Fiscal Year 2017

(SUBJECT TO A SEPARATE LIMIT OF $63,271,000,000)

Military Construction, Veterans Affairs

Veterans Medical Services
Veterans Medical Support and Compliance
Veterans Medical Facilities
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VOTES OF THE COMMITTEE

Clause 3(b) of House Rule XIII requires each committee report
to accompany any bill or resolution of a public character, ordered
to include the total number of votes cast for and against on each
roll call vote, on a motion to report and any amendments offered
to the measure or matter, together with the names of those voting
for and against. Listed below are the roll call votes taken in the
Committee on the Budget on the Concurrent Resolution on the
Budget for Fiscal Year 2016.

On March 18-19, 2015 the Committee met in open session, a
quorum being present.

Mr. Rokita asked unanimous consent that the Chair be author-
ized, consistent with clause 4 of House Rule XVI, to declare a re-
cess at any time during the Committee meeting.

There was no objection to the unanimous consent request.

Chairman Price asked unanimous consent to dispense with the
first reading of the budget aggregates, function levels, and other
appropriate matter; that the aggregates, function totals, and other
appropriate matter be open for amendment; and that amendments
be considered as read.

There was no objection to the unanimous consent requests.

The committee adopted and ordered reported the Concurrent
Resolution on the Budget for Fiscal Year 2016. The Committee on
the Budget took the following votes:

1. An amendment offered by Representatives Van Hollen, Pas-
crell, McDermott, Lee, Pocan, Norcross, and Moulton establishing
a deficit-neutral reserve fund to boost paychecks of the middle class
and those working to get into the middle class by providing tax re-
lief for working Americans. It also expresses a sense of the House
that Congress should enact legislation that incentivizes companies
to give workers annual raises that, on average, keep pace with in-
creases in the cost of living.

The amendment was not agreed to by a roll call vote of 13 ayes
to 22 noes.

ROLLCALL VOTE NO. 1

Name & State Aye No pnswer Name & State hye No pnswer
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ)
DIAZ-BALART (FL) X RYAN (OH) X

(175)
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ROLLCALL VOTE NO. 1—Continued

Answer

Answer

Name & State Aye No Present Name & State Aye No Present
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
BUCHANAN (FL) X

2. An amendment offered by Representatives Pocan, Van Hollen,
Pascrell, Castor, McDermott, Lee, Dingell, Norcross, and Moulton
expressing a sense of the House rejecting an increase in taxes on

the middle class.

The amendment was not agreed to by a roll call vote of 14 ayes

to 22 noes.

ROLLCALL VOTE NO. 2

Answer

Answer

Name & State Aye No Present Name & State Aye No Present
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
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ROLLCALL VOTE NO. 2—Continued

Name & State hye No pnswer Name & State hye No pnswer
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
BUCHANAN (FL) X

3. An amendment offered by Representatives Norcross, Van Hol-
len, Pascrell, McDermott, Pocan, Lujan Grisham, and Moulton to
assume pre-sequester levels for non-defense and defense spending.

The amendment would increase budget authority and outlays for
Function 050. Budget authority would increase by $38.290 billion
for fiscal year 2016. Outlays would increase by the following
amounts: $24.314 billion for fiscal year 2016, $7.964 billion for fis-
cal year 2017, $3.063 billion for fiscal year 2018, $1.417 billion for
fiscal year 2019, and $1.110 billion for fiscal year 2020.

The amendment would also increase budget authority and out-
lays for Function 920. Budget authority would increase by $36.509
billion for fiscal year 2016. Outlays would increase by the following
amounts: $19.240 billion for fiscal year 2016, $11.099 billion for fis-
cal year 2017, $3.432 billion for fiscal year 2018, $1.132 billion for
fiscal year 2019, and $0.986 billion for fiscal year 2020.

The amendment would also decrease budget authority and out-
lays for Function 970. Budget authority would decrease by $36.003
billion for fiscal year 2016. Outlays would decrease by the following
amounts: $22.862 billion for fiscal year 2016, $7.489 billion for fis-
cal year 2017, $2.880 billion for fiscal year 2018, $1.332 billion for
fiscal year 2019, and $1.044 billion for fiscal year 2020.

The amendment was not agreed to by a roll call vote of 14 ayes
to 22 noes.
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ROLLCALL VOTE NO. 3

Name & State Aye No épessv;ﬁ; Name & State Aye No épessv;ﬁ;
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (M0) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
BUCHANAN (FL) X

4. An amendment offered by Representatives Moulton, Van Hol-
len, McDermott, Lee, Pocan, Dingell, and Lieu to increase discre-
tionary budget authority and outlays for Function 700 to reflect the
President’s budget. The amendment also makes all discretionary
programs at the Department of Veterans Affairs subject to advance
appropriations.

The amendment would increase discretionary budget authority
and outlays for Function 700. Budget authority would increase by
the following amounts: $1.856 billion for fiscal year 2016 and
$4.434 billion for fiscal year 2017. Outlays would increase by the
following amounts: $0.933 billion for fiscal year 2016, $2.756 billion
for fiscal year 2017, $1.456 billion for fiscal year 2018, $0.561 bil-
lion for fiscal year 2019, $0.243 billion for fiscal year 2020, and
$0.197 billion for fiscal year 2021.

The amendment would adjust the aggregate levels of revenue by
eliminating tax deductions for U.S. businesses with international
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operations, increasing taxes on high-income individuals, and mak-
ing reforms to the tax code by eliminating certain business expense

deductions.

The amendment was not agreed to by a roll call vote of 14 ayes

to 21 noes.

ROLLCALL VOTE NO. 4

Name & State

Aye

No

Answer
Present

Name & State

Aye

No

Answer
Present

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X

BLUM (IA) X

MOONEY (WV)

GROTHMMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

BUCHANAN (FL) X

5. An amendment offered by Representatives Lujan Grisham,
Van Hollen, Pascrell, Castor, McDermott, Lee, Pocan, and Dingell

expressing a sense of the House relating to Medicare.

The amendment was not agreed to by a roll call vote of 11 ayes

to 20 noes.
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ROLLCALL VOTE NO. 5

Answer Answer

Name & State Aye No Present Name & State Aye No Present
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ)
DIAZ-BALART (FL) X RYAN (OH) X
COLE (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA)
BRAT (VA) X
BLUM (IA) X
MOONEY (WV)
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
BUCHANAN (FL) X

6. An amendment offered by Representatives Dingell, Van Hol-
len, Pascrell, Castor, McDermott, Lee, Pocan and Lujan Grisham
to increase Medicaid funding.

The amendment would increase mandatory budget authority and
outlays for Function 550. Budget authority and outlays would each
increase by the following amounts: $0 billion for fiscal year 2016,
$45 billion for fiscal year 2017, $66 billion for fiscal year 2018, $76
billion for fiscal year 2019, $87 billion for fiscal year 2020, $97 bil-
lion for fiscal year 2021, $113 billion for fiscal year 2022, $129 bil-
lion for fiscal year 2023, $140 billion for fiscal year 2024, and $161
billion for fiscal year 2025.

The amendment is offset with tax increases, which include elimi-
nating tax deductions for U.S. businesses with international oper-
ations, increasing taxes on high-income individuals, and making re-
forms to the tax code by eliminating certain business expense de-
ductions, which would offset a portion of the budget outlays.
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The amendment was not agreed to by a roll call vote of 12 ayes
to 20 noes.

ROLLCALL VOTE NO. 6

Name & State Aye No épessv;ﬁ{ Name & State Aye No épessv;ﬁ{
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA)
BRAT (VA) X
BLUM (IA) X
MOONEY (WV)
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
BUCHANAN (FL) X

7. An amendment offered by Representatives Pascrell, Van Hol-
len, Castor, McDermott, Lee, Pocan and Dingell to increase spend-
ing to keep health care coverage affordable.

The amendment would increase mandatory budget authority and
outlays for Function 550 each by the following amounts: $36 billion
for fiscal year 2016, $49 billion for fiscal year 2017, $56 billion for
fiscal year 2018, $58 billion for fiscal year 2019, $59 billion for fis-
cal year 2020, $62 billion for fiscal year 2021, $65 billion for fiscal
year 2022, $68 billion for fiscal year 2023, $71 billion for fiscal year
2024, and $74 billion for fiscal year 2025.

The amendment would increase revenues by eliminating tax de-
ductions for U.S. businesses with international operations, increas-
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ing taxes on high-income individuals, and making reforms to the
tax code by eliminating certain business expense deductions.

The amendment was not agreed to by a roll call vote of 13 ayes
to 22 noes.

ROLLCALL VOTE NO. 7

Name & State me | Mo | pnswer Name & State me | Mo | pnswer

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)

WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X

BLUM (IA) X

MOONEY (WV) X

GROTHMMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

BUCHANAN (FL) X

8. An amendment offered by Representatives Moore, Van Hollen,
Pascrell, Ryan, McDermott, Lee, Pocan, Lujan Grisham, Dingell
and Lieu to increase spending on the Supplemental Nutrition As-
sistance Program.

The amendment would increase mandatory budget authority and
outlays for Function 600 each by the following amounts: $24.2 bil-
lion for fiscal year 2021, $24.5 billion for fiscal year 2022, $24.9 bil-
lion for fiscal year 2023, $25.4 billion for fiscal year 2024, and
$26.0 billion for fiscal year 2025.

The amendment is offset with tax increases, which include elimi-
nating tax deductions for U.S. businesses with international oper-
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ations, increasing taxes on high-income individuals, and making re-
forms to the tax code by eliminating certain business expense de-

ductions.

The amendment was not agreed to by a roll call vote of 13 ayes

to 22 noes.

ROLLCALL VOTE NO. 8

Name & State

Aye

No

Answer
Present

Name & State

Aye

No

Answer
Present

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)

WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X

BLUM (IA) X

MOONEY (WV) X

GROTHMMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

BUCHANAN (FL) X

9. An amendment offered by Representatives Lee, Van Hollen,
Pascrell, Moore, McDermott, Pocan, Lujan Grisham, and Norcross

expressing a sense of the House relating to poverty.

The amendment was not agreed to by a roll call vote of 12 ayes

to 22 noes.
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ROLLCALL VOTE NO. 9

Name & State Aye No épessv;ﬁ; Name & State Aye No épessv;ﬁ;
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI)
HARTZLER (M0) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
BUCHANAN (FL) X

10. An amendment offered by Representatives Castor, Van Hol-
len, Yarmuth, Pascrell, McDermott, Lee, Pocan, Dingell, Lieu, Nor-
cross, and Moulton relating to funding for the National Institutes
of Health.

The amendment would increase mandatory budget authority and
outlays for Function 550. Budget authority would increase by the
following amounts: $1.819 billion for fiscal year 2016, $2.514 billion
for fiscal year 2017, $3.162 billion for fiscal year 2018, $3.865 bil-
lion for fiscal year 2019, $4.584 billion for fiscal year 2020, $5.356
billion for fiscal year 2021, $6.194 billion for fiscal year 2022,
$7.063 billion for fiscal year 2023, $7.967 billion for fiscal year
2024, and $8.933 billion for fiscal year 2025.

Outlays for Function 550 would increase by the following
amounts: $0.915 billion for fiscal year 2016, $1.264 billion for fiscal
year 2017, $2.303 billion for fiscal year 2018, $3.120 billion for fis-
cal year 2019, $3.845 billion for fiscal year 2020, $4.665 billion for
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fiscal year 2021, $5.434 billion for fiscal year 2022, $6.246 billion
for fiscal year 2023, $7.098 billion for fiscal year 2024, and $8.002

billion for fiscal year 2025.

The amendment would increase revenues by eliminating tax de-
ductions for U.S. businesses with international operations, increas-
ing taxes on high-income individuals, and making reforms to the

tax code by eliminating certain business expense deductions.

The amendment was not agreed to by a roll call vote of 12 ayes

to 22 noes.

ROLLCALL VOTE NO. 10

Name & State

Aye

No

Answer
Present

Name & State

Aye

No

Answer
Present

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI)

HARTZLER (MO) X LUJAN GRISHAM (NM)

RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X

BLUM (IA) X

MOONEY (WV) X

GROTHMMAN (W1) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

BUCHANAN (FL) X

11. An amendment offered by Representatives McDermott, Van
Hollen, Pascrell, Lee, Pocan, Dingell, and Norcross to increase
mandatory budget authority and outlays for Function 550 to ensure
Medicaid and Medicare beneficiaries have access to primary care.
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The amendment would increase mandatory budget authority and
outlays for Function 550 by $5.4 billion each year for the period of
fiscal years 2016 through 2025.

The amendment would adjust the aggregate levels of revenue by
eliminating tax deductions for oil production and U.S. businesses
with international operations, changing the depreciation schedules
for certain equipment, closing loopholes in the international cor-
porate tax system, raising taxes on high-income individuals, and
reforming the tax code by repealing certain business expense de-

ductions.

The amendment was not agreed to by a roll call vote of 12 ayes

and 21 noes.

ROLLCALL VOTE NO. 11

Name & State

Aye

No

Answer
Present

Name & State

Aye

No

Answer
Present

PRICE (GA) (Chairman)

VAN HOLLEN (MD) (Ranking)

ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) RYAN (OH) X
COLE (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X

BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI)

HARTZLER (MO)

LUJAN GRISHAM (NM)

RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X
BLUM (IA) X
MOONEY (WV) X

GROTHMMAN (WI)

PALMER (AL)

MOOLENAAR (MI)

WESTERMAN (AR)

X

BUCHANAN (FL)

X

12. An amendment offered by Representatives Yarmuth, Van
Hollen, Pascrell, Moore, McDermott, Lee, Pocan, Lieu, and Moulton
to adjust revenue and Function 920 levels to reflect adoption of
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H.R. 15, the Border Security, Economic Opportunity, and Immigra-
tion Modernization Act (113th Congress), which was the House
companion to the Senate’s Comprehensive Immigration Reform bill
that was proposed in the last session of Congress.

The amendment would increase aggregate levels of revenue by
the following amounts: $2.1 billion for fiscal year 2016, $11.5 bil-
lion for fiscal year 2017, $28.0 billion for fiscal year 2018, $39.1 bil-
lion for fiscal year 2019, $45.0 billion for fiscal year 2020, $47.7 bil-
lion for fiscal year 2021, $55.3 billion for fiscal year 2022, $65.0 bil-
lion for fiscal year 2023, $77.7 billion for fiscal year 2024, and
$87.6 billion for fiscal year 2025.

The amendment would increase budget authority and outlays for
Function 920 each by the following amounts: $4.6 billion for fiscal
year 2016, $6.8 billion for fiscal year 2017, $14.0 billion for fiscal
year 2018, $19.8 billion for fiscal year 2019, $24.6 billion for fiscal
year 2020, $26.6 billion for fiscal year 2021, $32.2 billion for fiscal
year 2022, $37.4 billion for fiscal year 2023, $44.4 billion for fiscal
year 2024, and $51.4 billion for fiscal year 2025.

The amendment also expresses the sense of the House on immi-
gration reform.

The amendment was not agreed to by a roll call vote of 13 ayes
and 21 noes.

ROLLCALL VOTE NO. 12

Name & State Aye No é\:‘essve’ﬁ{ Name & State Aye No é\:‘essve’ﬁ{

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM)

RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X

BLUM (IA) X

MOONEY (WV) X
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ROLLCALL VOTE NO. 12—Continued

GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
BUCHANAN (FL) X

13. An amendment offered by Representatives Ryan, Van Hollen,
Pascrell, Moore, McDermott, Lee, Pocan, Dingell, Norcross, and
Moulton to increase mandatory budget authority and outlays in
]S?‘unction 370 relating to manufacturing programs in the United

tates.

The amendment would increase budget authority for Function
370 by $3.188 billion dollars in fiscal year 2016. Outlays for Func-
tion 370 would change by the following amounts: $0.000 billion for
fiscal year 2016, $0.258 billion for fiscal year 2017, $0.558 billion
for fiscal year 2018, $0.655 billion for fiscal year 2019, $0.751 bil-
lion for fiscal year 2020, $0.386 billion for fiscal year 2021, $0.290
billion for fiscal year 2022, $0.193 billion for fiscal year 2023,
$0.097 billion for fiscal year 2024, and $0.000 billion for fiscal year
2025.

The amendment would adjust the aggregate levels of revenue by
eliminating tax deductions for oil production and U.S. businesses
with international operations, changing the depreciation schedules
for certain equipment, closing loopholes in the international cor-
porate tax system, raising taxes on high-income individuals, and
reforming the tax code by repealing certain business expense de-
ductions.

The amendment was not agreed to by a roll call vote of 14 ayes
and 18 noes.

ROLLCALL VOTE NO. 13

Name & State Me | Mo | pnwer Name & State Me | N | pnswer
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) POCAN (WI) X




189

ROLLCALL VOTE NO. 13—Continued

Name & State Aye No gpessve’ﬁ{ Name & State Aye No gpessve’ﬁ{
HARTZLER (MO) LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA)

BLUM (IA) X
MOONEY (WV) X
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
BUCHANAN (FL) X

14. An amendment offered by Representatives Lieu, Van Hollen,
Pascrell, Moore, McDermott, Lee, Pocan, and Moulton expressing a
sense of the House relating to funding for the Consumer Financial
Protection Bureau.

The amendment was not agreed to by a roll call vote of 14 ayes

and 21 noes.

ROLLCALL VOTE NO. 14

Name & State hye No pnswer Name & State hye No pnswer
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (MI) X
STUTZMAN (IN) X LIEU (CA) X
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ROLLCALL VOTE NO. 14—Continued

Name & State Aye No gpessve’ﬁ{ Name & State Aye No gpessve’ﬁ{
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
BUCHANAN (FL) X

15. An amendment offered by Representatives Lujan Grisham,
Van Hollen, McDermott, Lee, Pocan, Dingell, and Lieu expressing
a sense of the House to assist seniors with prescription drug costs

and other health benefits.

The amendment was not agreed to by a roll call vote of 14 ayes

and 22 noes.

ROLLCALL VOTE NO. 15

Name & State Ne | Mo | pnswer Name & State Ne | Mo | pnswer

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (M) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X
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ROLLCALL VOTE NO. 15—Continued

Name & State Aye No PAPESSV;EE Name & State Aye No PAPESSV;EE
BLUM (IA) X
MOONEY (WV) X
GROTHMMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
BUCHANAN (FL) X

16. An amendment offered by Representatives Van Hollen,
McDermott, Lee, Pocan, Lujan Grisham, Dingell, Lieu, and Nor-

cross expressing a sense of the House on Social Security.

The amendment was not agreed to by a roll call vote of 14 ayes

and 21 noes.

ROLLCALL VOTE NO. 16

Name & State hye No pnswer Name & State hye No pnswer

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ) X
DIAZ-BALART (FL) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
BLACKBURN (TN) X POCAN (WI) X
HARTZLER (MO) X LUJAN GRISHAM (NM) X
RICE (SC) X DINGELL (M) X
STUTZMAN (IN) X LIEU (CA) X
SANFORD (SC) X NORCROSS (NJ) X
WOMACK (AR) X MOULTON (MA) X
BRAT (VA) X

BLUM (IA) X

MOONEY (WV)

GROTHMMAN (WI) X

PALMER (AL) X
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ROLLCALL VOTE NO. 16—Continued

Answer
Present

Answer

Name & State Aye No Present

Name & State Aye No

MOOLENAAR (MI) X
WESTERMAN (AR) X
BUCHANAN (FL) X

17. An amendment offered by Representatives Castor, Van Hol-
len, Ryan, McDermott, Lee, Pocan, Lujan Grisham, Dingell, Lieu,
Norcross, and Moulton relating to transportation infrastructure.

The amendment would increase budget authority for Function
400 by the following amounts: $49.904 billion for fiscal year 2016,
$18.022 billion for fiscal year 2017, $17