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INTRODUCTION

The budget this year faces two significant hurdles.

First, due to continued delays in tackling the government’s grow-
ing fiscal problems, the budget outlook has predictably worsened.
Since just last August, the projected 10-year budget deficit has
swollen by $1.5 trillion. That is how much additional savings the
Budget Committee has had to identify, compared with a year ago,
to achieve balance within a decade. It will require a greater num-
ber of policy changes, and swifter implementation, than before.
These difficulties will continue to grow as long as Congress fails to
take substantial action changing the Federal Government’s fiscal
course. In time the problem will become insurmountable.

Second, this budget resolution gets no help from the economy.
The policies of the current administration—excessive government
spending, regulation, Obamacare, and all the rest—are weighing
down the economy. Growth is anemic, real household incomes are
stagnant, labor force participation is low, many workers are under-
employed. Debt stands at historically high postwar levels, and con-
tinues rising. For the past several years, the Congressional Budget
Office [CBO] has been lowering its projections of average annual
economic growth (see further discussion in the economics section of
this report). A better economy would produce more revenue and put
less strain on the government’s safety net programs, easing the pol-
icy changes needed to attain fiscal sustainability. A stronger econ-
omy would generate greater revenue, and lower deficits, through
growth, not tax hikes. CBO reports that an increase in real eco-
nomic growth of just 0.1 percentage point would yield $327 billion
in deficit reduction—of which $286 billion would be from revenue.!
Under the President’s policies, however, the recovery is historically
weak, adding to the fiscal burdens. In the absence of stronger
growth, the budget has to rely entirely on spending restraint.

As was demonstrated in the 1990s, the formula for balancing the
budget is a combination of fiscal restraint, solid economic growth,
and limited regulation. Throughout that decade, Congress actually
reduced annually appropriated “discretionary” spending after ad-
justing for inflation. In 1997, following 2 years of confrontation,
President Clinton finally joined the Republican Congress in striv-
ing to surpass the timid and unsuccessful pursuit of mere deficit
reduction, and commit to eliminating deficits—and to do so entirely
through spending restraint. The Balanced Budget Act of 1997 was
paired with tax cuts then estimated at $95.3 billion over 5 years
and $275.4 billion over 10 years.2 Perhaps not surprisingly, eco-

1Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, January
2016, Table B-1, p. 119.
2See the Conference Report on the Taxpayer Relief Act of 1997 (H.R. 2014), p. 807.

3
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nomic growth surged: Growth in real gross domestic product [GDP]
exceeded 4 percent annually in the latter part of the decade. With
this combination, the plan to reach balance in 5 years actually pro-
duced surpluses in 1 year—surpluses that continued to grow.

To address today’s fiscal problems, and to create a foundation for
robust growth, this resolution retains longstanding convictions
about budgeting and governing. It reverses the drift toward ever
higher spending and larger government; it reinforces the innova-
tion and creativity stirring in the myriad institutions and commu-
nities across the country; and it revitalizes the prosperity that cre-
ates ever-expanding opportunities for all Americans to pursue their
destinies. Like any good budget resolution, this one expresses a vi-
sion of governing, and of America itself. As described further in
this report, this fiscal blueprint does the following:

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

e Ensures a strong national defense, the highest priority of the
Federal Government, through robust funding of troop training,
equipment, and compensation.

e Restores the principle of federalism, to encourage the innova-
tion and creativity of State and local governments.

o Calls for a fairer, simpler tax code to promote job creation and
a healthy economy—an economy that ensures all Americans
can prosper and achieve their goals.

e Saves, strengthens, and secures Medicare, Medicaid, and other
income security programs.

¢ Repeals Obamacare, clearing the way for real, patient-centered
health care reform.

o Reforms welfare and other automatic spending programs.

o Creates reconciliation to advance solutions through Congress
and to the President’s desk.

The guiding principles of the resolution follow in this introduc-
tion.

Balancing the Budget

While some “experts” dismiss the balanced budget standard as a
kind of quaint anachronism, nothing has come to replace it as a
consensus norm for budgeting. As a result, fiscal policy is adrift,
and increasingly unsustainable. Some—including the current ad-
ministration—have tried to substitute intellectually sophisticated
concepts, such as trying to limit deficits or debt as a share of the
economy—yet there is no agreement on what the acceptable upper
limits might be. Others have suggested allowing “counter-cyclical”
policies in the near term while striving for “long-term fiscal sus-
tainability”—with no sound definition of what the latter means.
This formula, of course, merely rationalizes spending now while
putting off restraint until later—so the restraint never happens.

The current President’s cavalier attitude about deficit spending
adds to the problem. He has contended that deficits in the range
of 3 percent of gross domestic product [GDP] are acceptable, as
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long as they remain relatively stable. The inevitable result: deficits
are growing, inexorably. Only a firm commitment to balancing the
budget will deliver a truly sustainable fiscal outlook.

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 an ethical
commitment.

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.3

With his alternative views of deficit financing, John Maynard
Keynes upended the norm of budgeting and challenged its ethical
underpinnings. As James Q. Wilson put it, Keynes was more than
an important economist:

[Hle was a moral revolutionary. He subjected to rational
analysis the conventional restraints on deficit financing,
not in order to show that debt was always good but to
prove that it was not necessarily bad. Deficit financing
should be judged, he argued, by its practical effect, not by
its moral quality.4

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, deficit spending 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. As noted pre-
viously, the balanced budgets later in that decade resulted from a
sustained stretch of spending restraint and an unexpected boost in
economic output. In January 2001, CBO was projecting budget sur-
pluses totaling $5.6 trillion over 10 years. Following 9-11, as Con-
gress of necessity boosted resources for national defense and home-
land security, lawmakers also gave up restraints on other spend-
ing. The tolerance for deficits returned, and the government has
not seen a balanced budget since. In recent years, the red ink ex-
ceeded $1 trillion annually, so that nearly 40 percent of the govern-
ment’s spending was financed with borrowed money.

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

4James Q. Wilson, “The Rediscovery of Character: Private Virtue and Public Policy,” On Char-
acter (Washington DC: The AEI Press, 1995), p. 18.
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It is noteworthy that the loss of surpluses and growth in deficits
was not the result of tax cuts. In August 2001, and again in Janu-
ary 2002, CBO reported that the projected 10-year revenue impact
of the 2001 tax relief package was about $1.3 trillion, leaving $3.4
trillion in surpluses (economic and technical factors, as well as debt
service, accounted for most of the remainder).5 In January 2002,
well after the events of 9-11, when CBO reported a steeper decline
in surpluses, the estimated revenue effects of the tax relief package
remained at $1.3 trillion; roughly $2.7 trillion of the change in the
surplus/deficit outlook resulted from spending increases and eco-
nomic and technical factors.® Subsequent data show that from 2002
through 2011, of the $11.7-trillion total surplus reduction/deficit in-
crease, only $1.5 trillion resulted from the tax cuts of 2001 and
2003.

Today, in the absence of the balanced budget principle, the only
fiscal guideline is the modern, relativistic pay-as-you-go concept,
which merely ratifies existing deficits 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 health care
program was fiscally “responsible” because it did not increase defi-
cits—which already exceeded a trillion dollars a year—while it
recklessly added trillions more to government spending.

The durability of the balanced budget principle is demonstrated
even by the Keynesian-leaning Congressional Budget Office itself.
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 out-
lays and total tax revenue. It is the very same measure that
underlies the balanced budget principle. Further, CBO’s clear im-
plication is that the more spending exceeds revenue, and the more
rapidly the two diverge, the more unstable is the government’s fis-
cal condition.” There is simply no more straightforward measure of
the government’s fiscal health and stability.

CBO’s projections make clear the temporary decline in deficits
over the past few years is over; as predicted, deficits are now rising
again (see Figure 1). Some details about that trend include the fol-
lowing:8

e The deficit in the current year—fiscal year 2016—will rise to
$544 billion, an increase of $105 billion from the prior year
($439 billion).

o Deficits will continue to rise in subsequent years and reach
$1.4 trillion in 2026, CBO estimates. At these levels, the deficit
would rise from 2.9 percent of GDP in fiscal year 2016 and to

- %b (llongressional Budget Office, The Budget and Economic Outlook: An Update, August 2001,
able 2, p. x.

6 Congressional Budget Office, The Budget and Economic Outlook: Fiscal Years 2003-2012,
January 2002, Summary Table 1, p. xiv.

7For example, the first three sentences of the summary in the recent The Budget and Eco-
nomic Outlook: 2016 to 2026 (p. 1) read: “In 2016, the Federal budget deficit will increase, in
relation to the size of the economy, for the first time since 2009, according to the Congressional
Budget Office’s estimates. If current laws generally remained unchanged, the deficit would grow
over the next 10 years, and by 2026 it would be considerably larger than its average over the
past 50 years, CBO projects. Debt held by the public would also grow significantly from its al-
ready high level.”

8 Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, January
2016.



7

4.9 percent in fiscal year 2026—well above the 50-year histor-
ical average of 2.7 percent of GDP.

e CBO has increased its 10-year deficit projection by $1.5 trillion
compared with estimates as recently as last August, to $9.4
trillion. That increase is largely due to the anemic Obama
economy: CBO projects $771 billion less tax revenue over 10
years due to “slower growth in economic output over the 10-
year projection period.”® This is the result of a weakening eco-
nomic outlook, not because of any tax changes legislated by the

Congress.
FIGURE 1
Deficit Path in FY2017 House Budget vs. Current Policy
(Figures in Billions)
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e CBO also blames $425 billion of the deficit increase on reduced
revenue due to Congress’s recent extension of certain tax provi-
sions that were scheduled to expire. That, however, is merely
an artifact of CBO’s scoring conventions. These are not new tax
cuts; Congress merely continued tax relief policies that already
existed. By law, CBO is required to compare the extension of
such tax relief provisions with the higher revenue levels that
would have occurred if the policies had expired as scheduled.1°
Putting it differently, Congress chose not to raise taxes, which
would have resulted from failing to extend these provisions.

While the President claims some deficit reduction in his own
budget—largely from $3.4 trillion in new taxes over 10 years—he
never tries to reach balance. In fact, deficits under the President’s
budget increase starting in 2019, and approach $800 billion in
2026. This is largely due to $2.5 trillion in spending increases over

91bid., p. 11.
10 See section 257 of the Balanced Budget and Emergency Deficit Control Act of 1985 (Public
Law 99-177).
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the decade. This is not a fiscal policy; it is an abandonment of
sound fiscal norms.

The chronic and growing deficits that will result will push up
debt from its already historically high levels. Due to profligate
spending—and the President’s resistance to working with Congress
on controlling spending—total debt on Obama’s watch has almost
doubled, to nearly $19 trillion. CBO projects that debt held by the
public will reach $14.0 trillion, or 75.6 percent of GDP, at the end
of fiscal year 2016, up $861 billion from its $13.1 trillion level (73.6
percent of GDP) at the end of fiscal year 2015.11 By the end of fis-
cal year 2026, CBO estimates debt held by the public will reach
$23.8 trillion, or 86 percent of GDP—a $9.8 trillion increase over
the next 10 years. This is by far the highest level of debt since just
after World War II. A significant difference, however, is that the
post-war debt resulted from large but temporary surges of spending
to save the free world. Today’s deficits and debt are the product of
permanent automatic spending programs, and these trends are oc-
curring even as the government has reduced its spending for mili-
tary and diplomatic activities overseas.

Gross Federal debt, which includes funds owed to the Social Se-
curity Trust Fund and other Federal accounts, is projected to rise
from $18.1 trillion at the end of 2015 to $29.3 trillion in 2026—an
$11.2 trillion increase.

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—Ilikely 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 leads to a decline in national
saving and a “crowding out” of private investment, sapping eco-
nomic output and diminishing the country’s standard of living. In
a worst-case scenario, this dynamic could also lead to a full-blown
debt crisis, which would not only be devastating at the macro-
economic level, but 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
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 CBO. These payments threaten to overwhelm other
spending priorities in the budget. In 2012, Deloitte LLP—a tax,
audit, and consulting firm—discussed the ways in which debt will
hamper U.S. competitiveness in the years ahead.

[A] great variety of meaningful investments will almost
certainly be left undone simply because interest payments
will push them out of the budget. This is the silent cost
of prior debts that, unless explicitly recognized, crucially

11Debt held by the public increased about $300 billion in 2015 and is projected to rise by $861
billion in 2016.
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leads policymakers to underestimate the effect that prior
deficits have already had on this decades planned expendi-
tures.12

Debt service is already projected to dominate the budget. Within
a decade, the government will reach a point at which it spends
more on interest payments that it does on national defense, Med-
icaid, Federal education spending, and infrastructure, among oth-
ers (see Figure 2). Interest on the debt will become the govern-
ment’s third largest program, following only Social Security and
Medicare.

FIGURE 2

INTEREST VS. OTHER SPENDING

(In 2026 Under Current Law)

NET INTEREST
$830 Billion

DEFENSE

$719 Billion h
MEDICAID
$642 Billion %

EDUCATION
$125 Billion '

TRANSPORTATION

$109 Biltion N
SCIENCE, SPACE, TECH
[ s38 Bittion

Source: CBO

All these factors point to the need for returning to the balanced
budget standard. It is also the soundest principle for limiting gov-
ernment. A balanced budget commitment establishes real-time re-
straint on the expansion of the public sector: The size and scope of
government, as measured by its spending, may not exceed the
amount that taxpayers provide and the economy will sustain. This
empowers the people, on an ongoing basis, to hold their govern-
ment in check.

The pursuit of balance also has distinct economic and fiscal bene-
fits. Nearly all economists, including those at the CBO, explain
that reducing budget deficits (thereby bending the curve on debt
levels) increases the pool of national savings and boosts invest-
ment, thereby raising economic growth and job creation.

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

12 Deloitte LLP, The Untold Story of America’s Debt, June 2012.
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spending on net interest expenses. Former Federal Reserve Chair-
man Bernanke has said that putting in place a credible plan to re-
duce 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 busi-
ness confidence.” 13

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 paying off the debt.

Automatic Spending Programs

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
it spends.” 14 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
2040, well above the 17.4-percent average of the past 50 years—
spending will still persistently outpace revenue (see Figure 3). The
inevitable debt service will drive total spending above 25 percent
of GDP, generating relentlessly deepening deficits. Only by control-
ling spending can Congress alter this disastrous course.15

That requires controlling automatic, or direct, spending. Unlike
the government’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 au-
thorizations. Programs funded this way—typically called “entitle-
ments”—pay benefits directly to groups and individuals without an
intervening appropriation. They spend without limit. Their totals
are determined by numerous factors outside the control of Con-
gress: caseloads, the growth or contraction of GDP, inflation, and
many others. To put it simply, spending in these programs is un-
controlled and uncontrollable—because it is designed to be.

13Bernanke speech at the Committee for a Responsible Federal Budget Fiscal Accountability
conference, 14 June 2011.

14 Allen Schick, The Federal Budget: Politics, Policy, Process (Washington DC: The Brookings
Institution Press, 2007), page 2.

15 Congressional Budget Office, The 2015 Long-Term Budget Outlook, June 2015, Summary
Table 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.

FIGURE 3

SPENDING IS THE PROBLEM

Historic/Projected Spending & Revenue as a Percentage of GDP

45%
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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 nearly 60 percent. Combined with net interest—a
mandatory payment in the true sense of the word—the govern-
ment’s automatic direct spending consumes more than two-thirds of
the budget,16 and in just 10 years it will swell to 78 percent 17 (see
Figure 4). It is the main driver of the government’s debt.

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.

16 Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, January
2016, Table 3-1.
171bid., Table 1-2.
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Consider a few examples.

This report proposes a new Medicare option that would trans-
form this retirees’ health coverage program from a government-
run, price-controlled bureaucracy to a personalized system in which
seniors have the option of choosing their health coverage best suit-
ed to their needs from a range of commercial plans. Traditional fee-
for-service Medicare would always be an option available to current
seniors, those near retirement, and future generations of bene-
ficiaries. Fee-for-service Medicare, along with private plans pro-
viding the same level of health coverage, would compete for seniors’
business, just as Medicare Advantage does today. The new pro-
gram, however, would also adopt the competitive structure of Medi-
care Part D, the prescription drug benefit program, to deliver sav-
ings for seniors in the form of lower monthly premium costs.

FIGURE 4

AUTOMATIC SPENDING GROWS OVER TIME
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In short, this Medicare reform would give retired Americans, not
the government, the ultimate leverage over what kind of coverage
they will have—and the government provides them financial assist-
ance in making the choices.

Another area of automatic spending, assistance for low-income
Americans, should be revised to encourage self-sufficiency, not to
trap people in dependency. Clearly, persons with chronic disadvan-
tages need and deserve a sturdy safety net. Others require assist-
ance at particular times of economic downturns or personal misfor-
tune. Still, the most compassionate way to provide government as-
sistance is to help free individuals from the need for it. Welfare
programs should encourage recipients toward supporting them-
selves to the greatest degree possible. As was proved with the suc-
cessful welfare reform of the 1990s, when struggling people are
challenged to work and earn on their own, they rise to the occa-
sion—and they are better off for it.
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It should be noted, too, that government is not the sole source
of the many domestic benefits Americans receive—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 can provide.

Finally, policymakers must embrace the recognition that govern-
ment can never substitute for nature’s safety net: the family. For
generation upon generation, the family has been the main source
of comfort, security, and economic stability for the individual. It is
where moral values and a sense of responsibility grow. The family
reinforces the individual’s place in the larger community. As gov-
ernment seeks to support those who lose any connection to a fam-
ily, it should take care not to contribute to the dissolution of fami-
lies. Government programs should aim to strengthen the family,
the most important and enduring institution in society.

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.” 18

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, and President Johnson’s Great Society.
By the late 1980s, health care once again got drawn in, with some
proposing a single-payer Canadian-style health care system for the
United States. In some respects, this trend culminated with
Obamacare.

Over time, States in some respects have been reduced to carrying
out the wishes of Washington, rather than serving as the “labora-
tories of democracy.”

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 govern-
ments are numerous and indefinite. The former will be ex-

18 Amity Shlaes, The Forgotten Man: A New History of the Great Depression (New York: Har-
per Perennial, 2008), page 11.
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ercised principally on external objects, as war, peace, nego-
tiation, and foreign commerce; with which last the power
of taxation will, for the most part, be connected. The pow-
ers reserved to the several States will extend to all the ob-
jects which, in the ordinary course of affairs, concern the
lives, liberties, and properties of the people, and the inter-
nal order, improvement, and prosperity of the State.1?

As succinctly put in the Tenth Amendment: “The powers not del-
egated to the United States by the Constitution, nor prohibited by
it to the States, are reserved to the States respectively, 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.”20 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
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 if Congress gains control of en-
titlement spending. Yet the fiscal concerns are only part of the rea-
son. The increasing centralization of government smothers the en-
ergy of State and local policymakers. Restoring State autonomy
will deliver benefits for the entire Nation in critical areas such as
education, health care, infrastructure, energy, the environment,
and employment.

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-

19 James Madison, Federalist 45.
20 Tbid.
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ment from those best suited to States and localities and the private
sector (see the explanation in Functional Presentation).

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.

These failures have unquestionably worsened in recent years.
Last year was the first time since 2001 that the House and Senate
agreed to a 10-year balanced budget plan. In recent years, law-
makers manufactured ad hoc procedures that have done next to
nothing to stabilize the government’s catastrophic long-term fiscal
outlook. For a while, the budgetary mismanagement became the
new norm. The budget calendar was not merely ignored, it was de-
liberately breached, rendering the fiscal year irrelevant and leading
to a stream of omnibus spending bills of varying durations nego-
tiated by a handful of leaders—undermining the committee system
and depriving lawmakers of the deliberation so central to the legis-
lative process. Though Congress has made progress, it is still strug-
gling to overcome many of those vices.

This unraveling does have profound consequences. The first and
most obvious is that without regular budget resolutions, Congress
has all but abandoned any serious attempt to manage fiscal policy.
It is true the Budget Control Act of 2011 established caps on dis-
cretionary spending (which have been adjusted upward since then),
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 stability. None of the
other manufactured procedures employed since then has accom-
plished much along these lines either.

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. Now-
adays, the State of the Union and the state of the budget have be-
come essentially equivalent.” 21

Thus, the collapse of budgeting hastens the erosion of congres-
sional authority. 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 Congress this year pursue, as far as
possible, the “regular order” of budgeting envisioned in the Con-
gressional Budget Act. The existing process is far from perfect. It

21 Aaron B. Wildavsky and Naomi Caiden, The New Politics of the Budgetary Process—Third
Edition (New York: Addison-Wesley Educational Publishers Inc., 1997).
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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. “[T]oday the budget process is not even
being used or at best is simply being ignored.” 22

Recently, various Members and experts in the policy community
have offered a range of proposals built on a kind of problem-solving
model. That is, proponents identify a specific weakness in the proc-
ess—say, the difficulty Congress has in passing annual spending
bills on time—and then offer an ostensible solution, such as a 2-
year budget and appropriations cycle. Some argue that the Presi-
dent should be more involved in budget development at the begin-
ning 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, the focus on these piecemeal changes may slow the
momentum toward the kind of broad rewrite of the process that is
necessary. The process designed in 1974 was complicated to begin
with; it merely added new procedures onto existing spending and
tax practices. Since then, Congress has enacted additional layers of
complexity, such as the Balanced Budget and Emergency Deficit
Control Act of 1985, the Budget Enforcement Act of 1990, and the
Statutory Pay-As-You-Go Act of 2010, among others. Given all this,
it may be time to dismantle the entire process and build a new one.
The lessons of the past four decades of congressional budgeting will
certainly inform that development. Still, in thinking about a new
process, 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.

22 Jim Nussle, “Perspectives on Budget Process Reform,” testimony to the Committee on the
Budget, U.S. House of Representatives, 22 September 2011.
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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.” 23 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
presidency.” 24 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.

Budgeting also should be an instrument for enhancing congres-
sional oversight. There is no better way to get the attention of exec-
utive agencies than by controlling their funding. The budget proc-
ess should encourage appropriations subcommittees and author-
izing committees to use the tool of the budget aggressively, and to
control the ever-expanding administrative state.

Finally, just as the restoration of sound budgeting for how the
Federal Government spends is critical to the promotion of economic
growth debt-reduction, federalism, and ordered liberty, so too is the
introduction of budgeting for how the Federal Government directs
others to spend: regulatory budgeting.

When regulation is needed, it can be done in more cost-effective
ways. Before it is imposed, Congress can budget for how much new
regulation, if any, can sustainably be imposed on America’s econ-
omy year by year. The undue brake on economic growth that Fed-
eral regulation sets must be controlled. It makes eminent sense to
do that using the kinds of budgeting tools Congress applies to put
the brakes on runaway Federal spending. To date, Congress has
not adopted regulatory budgeting tools to manage the Federal regu-
latory footprint in the way it manages Federal spending. Neither
has it imposed robust statutory controls against Federal regulators’
abilities to burden America’s workers and economy with excessively
expensive and insufficiently effective Federal regulations. The time
has come to do both.

23 The Federalist, No. 58.
24 Arthur M. Schlesinger Jr., The Imperial Presidency, (New York: Houghton Mifflin Com-
pany, 2004).
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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 realizing that vision. Its allocations of
spending authority implement the budget’s priorities; its fiscal
path—achieving balance within 10 years—restores the sound fiscal
norm that long kept spending, and the size of government itself, in
check. It is an instrument for true fiscal sustainability, and for
maintaining America’s unique and exceptional brand of constitu-
tional government.
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COMPARISON WITH THE
PRESIDENT’S BUDGET

To this day, more than four decades since the adoption of the
Congressional Budget Act, some budget “experts” still describe the
congressional budget as a “response” to the President’s. That is
true only in terms of timing. Merely as a carryover from a 1921
law, the 1974 Budget Act scheduled the President’s submission be-
fore the congressional budget. The effect, however, has been more
significant than most might think—largely because the sequence is
taken for granted. Since the executive budget process was installed
nearly a century ago, and increasingly since the 1950s, presidents
have used this instrument not mainly as an accounting tool—show-
ing the fiscal effects of executing existing policies—but as an ex-
pression of their own policy agenda. Over the course of 50 years,
the President’s budget became an ever-more effective tool empow-
ering one person to determine the Nation’s direction—contrary to
what the Constitution intended. It is no mere coincidence that the
practice corresponded with the rise of what political historian Ar-
thur M. Schlesinger termed “the imperial presidency.”

The Obama budgets provide an especially troubling example.
This President has been notorious in exceeding his authority. He
has made, for example, numerous legislative changes in his own
health care program after he had signed it—clearly imposing on a
prerogative reserved to the Congress. Reflecting his own cavalier
attitude about fiscal policy, he has submitted his budgets late more
often than not—including the latest one.

Worse are the irresponsible policies his budgets continue to ad-
vance. His latest proposal, for fiscal year 2017, once again does not
even try to balance. While the House budget reduces debt held by
the public as a share of the economy, the President’s budget main-
tains debt at its historically high levels. His budget makes no at-
tempt to confront the government’s massive fiscal challenges, or to
save critical programs such as Medicare and Social Security. It is
a status quo budget that does nothing to advance the conversation
about maintaining a strong national defense, promoting a more ro-
bust economy, and ensuring health and retirement security. The
President’s budget expresses the progressive policies that have led
to a swollen and out-of-control government, and the stagnation of
economic growth and standards of living.

For these reasons, the President’s budget was not even worth the
time for a hearing on it—at which the administration would pre-
sumably attempt to defend the indefensible. Yet to further detail
its failures, a comparison between the House budget and the Presi-
dent’s is informative. Here are some examples.

(29)
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¢ As a foundation for the congressional budget, the Budget Com-
mittee uses the modest economic projections of the Congres-
sional Budget Office [CBO], which expects real gross domestic
product [GDP] to grow by an average of 2.1 percent per year
over the next decade. For his budget, the President employs
the more optimistic forecasts of his own economists, who expect
average annual growth of 2.3 percent per year over the next
decade. Both figures are disturbingly low, compared with the
roughly 3-percent average annual growth rate of the past 50
years. In addition, the seemingly small difference between the
two estimates has significant budgetary effects. Following a
CBO “rule of thumb,” that two-tenths percentage point dif-
ference would give the President roughly $650 billion in lower
deficits than the Budget Committee faced in writing this pack-
age. Yet he manages to increase deficits after he leaves office.

e While the Committee has developed a plan to balance the
budget within 10 years, the President’s budget never balances.
It never tries to. In fact, deficits under the President’s budget
begin to increase in 2021, and approach $800 billion in 2026.
This is the product of the President’s casual attitude that defi-
cits in the range of 3 percent of GDP are acceptable. This is
not a fiscal policy; it is an abandonment of fiscal norms that
leads to chronic and growing deficits and debt. Only by restor-
ing the goal of balancing the budget in peacetime can Congress
establish fiscal sustainability. No other standard has sub-
stituted for this simple conviction. As a result, fiscal policy has
been adrift.

FIGURE 5

A BALANCED BUDGET

(Annual Deficits in the Billions)
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e The House budget resolution reduces spending by $6.5 trillion
over 10 years compared with current policy projections. The
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President, even in the face of historically high levels of debt,
increases spending by $2.5 trillion over the decade.

e The House budget embraces tax reform that will promote
growth and encourage work, saving, and investment, and it
contains no tax increases. The President, by contrast, raises
taxes by $3.4 trillion over the next decade—and still cannot re-
duce deficits.

e The House budget reduces publicly held debt from 74 percent
of GDP to 57 percent over the decade. The President’s budget
makes no attempt to reduce debt, keeping it constant at 74
percent of GDP over the next 10 years. That is the highest
level of debt since just after World War II. A significant dif-
ference, however, is that the post-war debt resulted from large
but temporary surges of spending to save the free world. To-
day’s deficits and debt are the product of permanent automatic
spending programs.

FIGURE 6

PAYING OFF THE DEBT

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

BO%  WPresident’s Budget
WHBC FY 2017 Budget

75%
70
65
60
55
50
45
40%

2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

#

#

*

#

#

#

Source: CBO/OMB/HBC

e The House budget restores the time-tested principle of fed-
eralism, encouraging the initiative of State and local govern-
ments in addressing more of the Nation’s domestic policy con-
cerns. The President’s budget merely repeats the failed and
crippling notion that Washington knows best, directing how in-
dividuals should live their lives, how State and local govern-
ments should govern, and how businesses should serve their
customers.

e The House budget advances patient-centered, personalized
health care and health coverage—and this principle applies
both to commercial insurance and major government-sponsored
programs such as Medicare. The Obama budget predictably
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clings to the conceit of centralized, Washington-based, one-size-
fits-all health care—even as its failure becomes ever clearer.

The House budget saves $487 billion over 10 years by strength-
ening Medicare and establishing a patient-centered option in
Medicare. It achieves another $3 trillion in health savings, by
repealing Obamacare and allowing greater State flexibility in
Medicaid. The budget saves $1.5 trillion in other automatic
spending. The President, by contrast, traps increasing numbers
of lower income people in Medicaid, where many sick individ-
uals cannot get appointments, new beneficiaries cannot find
doctors, and Medicaid cards are mere pieces of plastic. His
health care law will increase Federal spending for Medicaid
and the State Children’s Health Insurance Program by $1 tril-
lion over the next 10 years, with no substantial reforms to im-
prove the program. Meanwhile, he imposes $501 billion in new
Medicare cuts to medical providers—part of the cuts needed to
finance Obamacare, at least on paper—with no meaningful re-
structuring of a program going bankrupt.

e The House budget provides more resources for national secu-
rity than the President does in fiscal year 2017 and over 10
years. The President claims illusory defense spending increases
with no plan to pay for adjusting statutory defense spending
caps upward.

The President’s budget is a typically unserious set of proposals

that should nevertheless be taken seriously. It expresses and leads
a progressive impulse heavy on spending, regulation, and debt—
one that ultimately views the Nation as the government’s servant,
not the other way around. This comparison reflects some of the
dangerous and self-defeating flaws in that vision.

HOUSE BUDGET RESOLUTION VS. THE PRESIDENT'S BUDGET

House Budget Resolution President’s Budget

Uses modest economic growth
projections of the Congressional
Budget Office.

Relies on more optimistic economic
assumptions of White House fore-
casters.

Achieves balance within 10
years.

Never balances; deficits climb start-
ing in 2021 and approach $800 billion
by the end of the decade.

Reduces spending by $6.5 tril-
lion over 10 years.

Spends $2.5 trillion more than the
House budget over 10 years.

Calls for growth-promoting tax
reform that reduces rates and
broadens the tax base. Contains
no tax increases.

Increases taxes by $3.4 trillion over
10 years.
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33
THE PRESIDENT'S BUDGET—Continued

House Budget Resolution

President’s Budget

Reduces debt held by the public
from the current 74 percent of
gross domestic product [GDP] to
57 percent within 10 years.

Keeps publically held debt at about
three-fourths of economic output—the
highest level since just after World
War II.

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 constituents, and how busi-
nesses should serve their customers.

Promotes patient-centered, per-
sonalized health care both in
the private sector and in Medi-
care.

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

Saves $487 billion over 10 years
by strengthening Medicare and
establishing a patient-centered
Medicare option. Achieves an-
other $3.0 trillion in health sav-
ings, partly by repealing
Obamacare and allowing great-
er State flexibility in Medicaid.
Saves another $1.5 trillion in
other direct spending.

Increases Federal Medicaid and State
Children’s Health Insurance Program
spending by more than $1 trillion
over 10 years due to the President’s
health care law, with no substantial
reforms to improve the program. Im-
poses $501 billion (gross) in new
Medicare cuts to hospitals and skilled
nursing facilities, while ignoring the
fundamental structural flaws in the
program.

Spends more than the President
for national defense in fiscal
year 2017 and over 10 years.

Claims illusory defense spending in-
creases with no plan to pay for rais-
ing statutory defense spending caps.
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THE ECONOMY AND ECONOMIC ASSUMPTIONS

An Anemic Recovery

The economy is still languishing in the weakest recovery of the
modern era and the expansionist government policies of the current
administration are among the factors weighing on growth.

The U.S. economy technically emerged from recession nearly 7
years ago, but the subsequent recovery has been subpar. Since
2010, real growth in gross domestic product [GDP] has averaged
only slightly better than 2.0 percent annually, well below the 3.0
percent historical trend rate of growth in the U.S.

This trend of prolonged anemic growth has surprised most eco-
nomic forecasters. Back in 2010, the Congressional Budget Office
[CBO] expected real GDP to grow by a relatively brisk 3.0 percent
annual average over the 10-year budget window. By 2014, that av-
erage slipped to 2.5 percent. In CBO’s latest economic forecast, ex-
pected average real GDP growth fell to just 2.1 percent (see Figure
7). CBO has significantly lowered its expectation of long-term
growth in potential GDP as well, due mainly to negative develop-
ments in the labor market. CBO expects slower growth in the po-
tential 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 invest-
ment and slower growth in the country’s capital stock. This “new
normal”—if that is what it is—is especially troubling because with-
out more robust growth the economy will struggle to support the
80 million retirees expected over the next couple decades, as well
as the working age population. Standards of living will suffer, espe-
cially for middle-income earners.

The President’s policies 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 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. Mean-
while, CBO projects the Affordable Care Act—the President’s na-
tionalized health program—will create incentives for people to work
fewer hours over the medium and longer term. The overall picture
that CBO’s latest economic forecast paints is that sluggish eco-
nomic growth has evolved from mainly a cyclical issue to a longer-
term structural problem. The clear downward trend in the eco-
nomic forecast in recent years has raised the hurdle significantly
for those trying to correct the fiscal imbalance over the next dec-
ade. This is important because CBO’s annual economic assump-
tions are adopted for the budget resolution. As discussed in the
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next section, however, a meaningful change in fiscal policy can
repay in stronger economic growth and budgetary dividends.

FIGURE 7

CBO’S PROJECTION OF REAL ECONOMIC
GROWTH CONTINUES TO DECLINE
(Average Annual Percentage Change in Real GDP Growth for the Next 10 Year Period)
Percentage (%)
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The Benefits of a Stronger Economy

A stronger economy would provide a number of tangible benefits
for the average American. Back in the latter part of the 1990s, real
GDP was growing at a rate of about 4.5 percent—roughly twice the
rate of growth today. From 1995 to 1999, real median household
income grew by $5,000, nearly 10 percent. Not coincidentally, this
was a time when the Federal budget achieved a string of surpluses.
In contrast, fiscal policy today features large deficits combined with
a historically large stock of government debt—and real median in-
come has fallen $3,700, or 6.5 percent, over the past 7 years.

A robust labor market also fosters more opportunity and upward
mobility. Currently, 6 million Americans are working part-time due
to poor business conditions or because that was the only employ-
ment option available. In the latter part of the 1990s roughly half
as many Americans faced this problem. A stronger economy also
naturally alleviates poverty. By the year 2000, after multiple years
of robust economic growth, the rate of poverty in the U.S. had de-
clined to a 25-year low. A more robust economy also provides more
resources to the government to maintain a strong safety net.

Achieving a stronger rate of growth requires the right economic
policies. This is the central theme of remarks delivered in January
at the annual meeting of the American Economic Association by
Stanford University economist John B. Taylor.2> According to Tay-
lor, key policies needed to bolster growth include fundamental tax
reform to lower tax rates on people and businesses and thus reduce

25 John B. Taylor, “Can We Restart the Recovery All Over Again?” presented at the 2016 an-
nual meeting of the American Economic Association, January 2016.
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disincentives to work and invest; regulatory reforms to scale back
and prevent regulations, such as Dodd-Frank, that fail cost-benefit
tests and hamper economic growth; and entitlement reforms to pre-
vent a debt explosion and improve incentives. The Congressional
Budget Office has also concluded that putting the Federal budget
on a path to balance is essential to creating more economic growth
and greater prosperity. CBO finds that a significant deficit reduc-
tion package of $4 trillion would lead to growth in real output per
capita (a proxy for a country’s standard of living) of about 5 percent
(about $4,000 per person) by 2040 compared to the current law tra-
jectory.26

The Current Economic Situation

Economic output weakened sharply in the last quarter of 2015,
falling to just 1.0 percent real GDP growth on a seasonally ad-
justed, annualized basis. This weakness echoed how the year
began—with quarterly growth of just 0.6 percent. For the year as
a whole, real GDP grew by 2.4 percent (measured on a year-over-
year basis) in 2015, unchanged from the growth rate posted in
2014. Since 2010, real GDP growth has averaged just more than
2.0 percent annually, well below the roughly 3.0-percent historical
trend rate of growth in the U.S. Sluggish economic growth has con-
tributed to the government’s fiscal problems. It leads to lower rev-
enue levels than would otherwise occur while government spending
(on welfare programs, for example) is higher. According to CBO, if
real GDP growth is just 0.1 percentage point lower per year, the
budget deficit will be higher by $327 billion over 10 years. Con-
versely, stronger economic growth would greatly improve the fiscal
outlook.

The pace of job growth appeared to be trending upward at the
start of 2016. Nonfarm payroll employment increased by 242,000 in
February, compared to 172,000 in January and the 229,000 aver-
age monthly increase posted in 2015. The unemployment rate
ticked down to 4.9 percent in early 2016, the lowest rate in 8 years
and down 0.8 percentage point from the rate at the start of 2015.
The steady decline in the unemployment rate, however, masks less
healthy underlying trends. When discouraged workers, marginally
employed, and underemployed persons are counted, the unemploy-
ment rate is closer to 10 percent.2?

Although the overall trend of job gains has been solid of late, and
the unemployment rate has continued to decline, other aspects of
the labor market are not as robust. The labor force participation
rate has increased in recent months, but still stands at just 62.9
percent, down roughly 3 percentage points since early 2009, and re-
mains near its lowest level since 1978 (See Figure 8). Long-term
unemployment also remains a problem. Of the 7.8 million people
who are currently unemployed, more than 2 million (28 percent)
have been unemployed for more than 6 months. Prior to the reces-
sion, only about 17 percent of the unemployed were out of work for
that long. Long-term unemployment has genuinely corrosive con-
sequences. For individuals, it erodes their job skills, further detach-

26 Congressional Budget Office, The 2015 Long-Term Budget Outlook, 16 June 2015.
27 Bureau of Labor Statistics, U-6 Index, Table A-15, March 2016.
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ing them from employment opportunities. At the same time, it un-
dermines the long-term productive capacity of the economy.

FIGURE 8

LABOR FORCE PARTICIPATION RATE IS
HISTORICALLY LOW

Percentage (%)
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In previous episodes when the unemployment rate was at or
below 5.0 percent, the overall labor market was much healthier
than it is today. For instance, about a decade ago, in 2005, the un-
employment rate was trending lower and even dipped below 5.0
percent. Yet the labor force participation rate was 66 percent, more
than 3 percentage points above the rate today. The number of peo-
ple not in the labor force (or “on the sidelines”) is currently 22 per-
cent higher than the figure back in 2005. Similarly, the under-em-
ployment rate (which includes discouraged and marginally em-
ployed persons) is still quite elevated at close to 10 percent. A dec-
ade ago, that rate was about 8.5 percent. Also, more people today
are working part-time because of poor business conditions or they
can only find part-time work. Currently, 6 million Americans face
this problem, whereas that figure was slightly more than 4 million
in 2005.

For most of the working population, wage gains have been sub-
par. Average hourly earnings of private-sector workers increased by
2.4 percent over the past year. Prior to the recession, average hour-
ly earnings were tracking closer to 4 percent. Likewise, average in-
come levels have remained relatively flat in recent years. Real me-
dian household income declined by roughly $800 in 2014 (latest
year available) to $53,657. That represents a sharp decline of 6.5
percent, or $3,700, since 2007.

Oil prices have plunged over the past year and a half. Since mid-
2014, crude oil prices have dropped from just above $100 per barrel
to less than $30 per barrel early this year. Although lower oil
prices are a net benefit for consumers (e.g. in lower gasoline
prices), the price decline has hurt output and investment in the
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growing U.S. energy sector and has therefore weighed on the econo-
my’s overall growth rate.

FIGURE 9
REAL MIDDLE CLASS HOUSEHOLD INCOME
REMAINS BELOW PRE-RECESSION LEVELS*
$58,000 $57,357
$53,000 $53,657
551.1;(-;5 6.5% decrease from 2007-2014 |

The sharp decline in oil prices has contributed to the downward
slide in headline inflation rates. For instance, the price index for
personal consumption expenditures [PCE] has increased by 1.3 per-
cent over the latest 12 months. The so-called core PCE index
(which excludes energy and food prices), the Federal Reserve’s pre-
ferred inflation gauge, has increased 1.7 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 an extremely loose monetary policy stance, the
Federal Reserve finally increased interest rates in December. The
Fed had been holding interest rates near zero since the depths of
the financial crisis in 2008. Looking ahead, the Fed has signaled
that future rate increases will be “gradual.” Despite the Fed’s re-
cent move, the yield on the 10-year Treasury note has declined
back below 2 percent in early 2016 from a recent peak of 2.4 per-
cent in mid-2015.

A portion of the fallback in Treasury rates, even as the Fed has
begun to raise the Federal funds rate, is likely due to a “flight to
quality” on the part of global investors as economic prospects out-
side the U.S. have soured and market volatility has increased sig-
nificantly, particularly in China, the world’s second largest econ-
omy.

Many global central banks have signaled their intention to keep
interest rates low and their overall monetary policy loose—in con-
trast to the Federal Reserve’s disposition. This divergence in cen-
tral bank policy stances on interest rates, as well as the differing
economic outlook between the U.S. and the rest of the world, has
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caused the U.S. dollar to appreciate vis-a-vis other foreign cur-
rencies.

The U.S. dollar has appreciated more than 11 percent on a trade-
weighted basis since early 2015. The dollar’s appreciation tends to
dampen the competitiveness of U.S. exporters as their goods be-
come more expensive for foreign consumers. A stronger dollar, and
weaker global growth, has led to a fall in exports, a headwind for
U.S. growth. Exports of U.S. goods and services are down 7 percent
over the past 12 months.

Mirroring the recent trend in global financial markets, the U.S.
stock market has experienced renewed volatility and has been
trending lower in early 2016.

The Economic Outlook

The administration’s economic forecast is less hopeful 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 op-
timistic than last year. The administration expects real GDP
growth of 2.6 percent in calendar years 2016 and 2017, 2.4 percent
in 2018, and 2.3 percent in later years measured on a year-to-year
basis. CBO—upon whose economic assumptions the budget resolu-
tion is based—expects real GDP to grow by 2.5 percent in calendar
year 2016, 2.6 percent in 2017, 2.2 percent in 2018 and stabilizing
at 2.0 percent in 2023 and later years. CBO concedes its relatively
weak near-term projections are somewhat more optimistic than
other private and government forecasts: “The economic projections
in this report indicate a slightly stronger economy in the near term
than do the Blue Chip consensus forecast (published in January)
and the forecasts developed by the Federal Reserve (and presented
at tthFederal Open Market Committee’s December 2015 meet-
ing).”

The Blue Chip consensus projects real GDP growth of 2.5 percent
in 2016 and also 2017, 2.4 percent in 2018, and 2.2 percent in later
years. Over the 10-year window of the budget resolution, the ad-
ministration’s Office of Management and Budget [OMB] expects
real GDP growth to average 2.3 percent, modestly higher than Blue
Chip and significantly higher than CBO which projects a 2.1 per-
cent growth rate average over this period.

Like other forecasters, the administration expects the unemploy-
ment rate to decline gradually in the coming years. According to
OMB, the unemployment rate will average 4.7 percent in 2016, de-
cline to 4.5 percent in 2017, and rise to 4.6 percent in 2018. The
administration sees the unemployment rate rising very gradually
in subsequent years before leveling off at 4.9 percent in 2023. (By
comparison, the unemployment rate was 4.6 percent in 2007, the
year before the financial crisis.) That path is similar in the near
term but is more optimistic in the latter part of the window than
the CBO forecast. CBO expects the unemployment rate to average
4.7 percent in 2016 and decline to 4.4 percent in 2017, before rising
to 4.6 percent in 2018, 4.8 percent in 2019 and leveling off at 5.0
percent in 2020. The Blue Chip consensus sees a near-term decline

28 Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, January
2016, p. 32.
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in the unemployment rate similar to both CBO and the administra-
tion, but is closer to CBO’s forecast in the latter part of the win-
dow. According to Blue Chip, the unemployment rate will average
4.8 percent in 2016, decline to 4.6 percent by 2017, and rise to 4.7
percent in 2018 and further in later years before leveling off at 5.0
percent in 2022.

The administration expects consumer price inflation, measured
by the year-to-year percent change in the consumer price index, to
rise to 1.5 percent in 2016 from 2015’s unusually low level of 0.1
percent which reflected last year’s sharp drop in oil prices. The ad-
ministration expects price inflation of 2.1 percent in 2017 and 2.3
percent in 2021 and later years. CBO expects price inflation of 1.3
percent in 2016, 2.3 percent in 2017 and 2.4 percent in 2018 and
later years. The Blue Chip consensus expects inflation over the
next two years that is similar to the administration’s and CBO’s
forecasts. According to Blue Chip, price inflation will average 1.6
percent in 2016, 2.3 percent in 2017, and 2.4 percent in 2018 and
2019 before leveling off at 2.3 percent in later years.

OMB expects interest rates will rise to more normal levels in the
coming years. The 10-year Treasury note, which was about 2.1 per-
cent in 2015, is projected to rise to about 2.9 percent in 2016, 3.5
percent in 2017, and 3.9 percent in 2018. OMB expects the 10-year
Treasury to hit 4.2 percent in 2020 and remain there in later years.
CBO expects interest rates to rise to more normal levels as well
but sees slightly lower rates than the administration for most
years. CBO sees the 10-year Treasury averaging 2.8 percent in
2016, 3.5 percent in 2017, and 3.8 percent in 2018, and then stabi-
lizing at 4.1 percent in 2020 and later years. The Blue Chip con-
sensus also sees a gradual increase in interest rates over the next
two years but at lower levels than the administration. The Blue
Chip consensus forecasts the 10-year Treasury note to average 2.6
percent in 2016, 3.2 percent in 2017, 3.8 percent in 2018 and
gradually rising further until stabilizing at 4.1 percent in 2022 and
later years.

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

[Calendar years]

Estmaled 016 2017 2018 2019 2020 2021 2022 2023 2004 2025 2026

Year to Year, Percent Change

Real GDP:
Administration Budget ..........cccccoevvene. 2.4 26 26 24 23 23 23 23 23 23 23 23
CBO (Jan. 2016) ....ooovveeeeeerriereeeenee 2.4 25 26 22 18 19 21 21 20 20 20 20

Blue Chip (Oct. 2015 and Jan. 2016) 2.5 25 25 24 22 22 22 22 22 22 22 22
Consumer Price Index:

Administration Budget .........ccccccoevunnee 0.1 15 21 21 23 22 23 23 23 23 23 23

CBO (Jan. 2016) ...covveereeeerereerereeenns 0.1 13 23 24 24 24 24 24 24 24 24 24

Blue Chip (Oct. 2015 and Jan. 2016) 0.1 16 23 24 24 23 23 23 23 23 23 23

Annual Average, Percent

Unemployment Rate:
Administration Budget ...........ccooowvvvenn. 5.3 47 45 46 46 47 47 48 49 49 49 49
CBO (Jan. 2016) ....cooovveerreerrrierrreennee 53 47 44 46 48 50 50 50 50 50 50 50
Blue Chip (Oct. 2015 and Jan. 2016) 5.3 48 46 47 47 48 49 50 50 50 50 50
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TABLE 6.—ECONOMIC PROJECTIONS: ADMINISTRATION, CBO, AND PRIVATE FORECASTERS—
Continued
[Calendar years]

Estmaled 016 2017 2018 2019 2020 2021 2022 2023 2004 2025 202

3—Month Treasury Bill:
Administration Budget .........ccccccoevunnee * 07 18 26 31 33 34 34 33 33 32 32
CBO (Jan. 2016) ....ovvveereveerereereceeenne 0.1 07 16 25 32 32 32 32 32 32 32 32
Blue Chip (Oct. 2015 and Jan. 2016) 0.1 07 17 28 31 31 31 31 31 31 31 31

10-Year Treasury Note:
Administration Budget ....
CBO (Jan. 2016) ......
Blue Chip (Oct. 2015 an

2.1 29 35 39 41 42 42 42 42 42 42 A2
2.1 28 35 38 40 41 41 41 41 41 41 4l
2.1 26 32 38 40 40 40 41 41 41 41 41

*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 2017 BUDGET RESOLUTION

[Calendar years]

2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Year to Year, Percent Change

Real GDP:

CBO (Jan. 2016) 25 26 22 18 19 21 21 20 20 20 20
Consumer Price Index:

CBO (Jan. 2016) 13 23 24 24 24 24 24 24 24 24 24

Unemployment Rate:

CBO (Jan. 2016) 47 44 46 48 50 50 50 50 50 50 50
3-Month Treasury Bill:
CBO (Jan. 2016) 07 16 25 32 32 32 32 32 32 32 32

10-Year Treasury Note:
CBO (Jan. 2016) 28 35 38 40 41 41 41 41 41 41 41




45

(v) (1) (1) (1) (1) (v) (y) (y) (y) (y) (y) Jamod pue jeay pauquwo)
(v) (1) (1) (v) (v) (v) (1) (1) (1) (v) (v) SaUIQINJ0IAN
(v) (1) (1) (v) (v) (v) (y) (y) (y) (v) (v) s|18 [an4
(v) (1) (1) (1) (1) (1) (y) (y) (y) (y) (y) LIBETER)
'L 10 10 0 0 10 91 Gl Gl 71 60 Jejog
€8 10 10 0 €0 0 L'T 91 91 G 0T (8% u0ndas) Hpaid A318u3
€0 (1) (1) (v) (v) (v) ¢z SPUOQ UOIJBAIBSU0D ABIBUa palyijenb Jo s1apjoy o} 11palg
10 (v) (v) (v) (p) (p) salyn a1gnd Aq papinoid Salpisqns uoreAIasuod A31aua Jo uoisnjax3
90 10 10 10 (v) (v) (1) (1) (1) (1) (1) " g2 (QPG PUB §G SUOIS 8P0Y) SpuOq A31aua d|qemaual UES|D JO SIAPoY 1o} HPaI)
G0 T G0 . " sawoy 3uljsixe 0} sjuawwanoidwy Jusiolyye-A31aus 1oy Jpai)
:A31au3
80 10 10 10 10 10 10 1pala yaseasal annadelsy)
€8¢ 10 10 10 10 10 09 09 L' Ay 'Y sainjipuadxa |ejuswiiadxa pue yaleasal o Suisuadxl
:A3ojouyoa) pue ‘ageds ‘a9ua|ag |eiauay
996 1811 Y11 6801 £'66 Suo11e10di09 i8I0} PajjoJiu0d J0 AWOIUI SAIJIR 4O [BLIdjaQ
50 10 10 10 10 xej afeuuo|
A3 10 90 90 90 SU0I3eI0d109 SB|BS [BUOIJRUIAIUI J1}SaWIOp 38IeY2-1Salaul Jo} Sa|nJ [e12adS
1T 20 20 20 20 ** SHPaIY Xe} uglai0) JO uoljeUIWIBlap 10} Sasuadxs Juswdojansp pue yoaleasal Jo Juswuorpoddy
G'¢ 0] g0 G0 G0 sajuedwod [eloueuly pajeljiyje jo suidnoi3 ajesedas
¢9— €= 1= 1= J1- «PoU3aW apimpliom dujawwAs Jo Kjjigejieneun
:U011890| |8 3suadxa }salalul
€1 €0 €0 €0 €0 }1paId e Jo peajsul saxe} ugiaio} 1oy uorjaNpaq
88 81 81 LT [T uo1}daaxa a|nJ 8aunos sajes Apadoid Aiojuanu)
L'GE b fuejes
'L Suisnoy
:3WW0JUI paulea ugialoy Jo U0ISN|IX]
11 ¥¢ €7 [ A 1¢ - peoiqe sasfojdwa |eJapa4 10} S3IUBMO||E UIBLBI JO UOISN|IX]
:SJleyjy [euoneuIau|
Gl 91 91 61 7'l 7'l fed jeqwod Jo uoisnjox3
g0 10 10 10 10 10 * SI3qWaW dAJ3SAI pue plens |euoijeu Jo sasuadxe [aABI}-}ySIUIBA0 10} uoIRINpaq
Al €0 €0 €0 €0 €0 s)jouaq Ayjiqesip Aeijiw jo uoisnjoxg
6°1¢ 0L 89 79 09 8'G [auuosiad $32J0} pawlLie 0} S3IUBMO|[B PUB SHJBUA] JO UOISN|IX]
:asuajaq |euoneN
61-6107 610¢ 810¢ L10¢ 910¢ G10¢ 610¢ 810¢ L10¢ 910¢ G10¢ —
e10L sjenpiaipul suoljesodion

[s1ejjop Jo suoijjig]

16102-G10¢ S¥¥IA T¥OSI4 ‘NOILONNS 1390Ng A9 SILYINILST FUNLIANIAXT X¥L—'8 T1dvL



46

€1 (v) (v) (v) (v) (v) 0 0 €0 €0 €0 (038 ‘pum ‘sejos) Apadoid A318ua ulepad 10} SYOYIN Jeak-G
'Swayl 914198ds-A318ua o} spouiad A1an0dal uoijeldaidaq
LT €0 €0 €0 70 70 SaI}|19e} [013u02 uornjjod Jle Jo uoneziHowy
L0 10 10 10 10 10 uonel
-0|dxe Ses pue |10 yum pajeldosse sainypusdxe |edlsydosd pue |eai30j083 Jo uoljeZIYOWY
A (v) (v) (v) (v) (v) €0 €0 €0 0 0 S[an} 1BYl0
vl (v) (v) (v) (v) (v) 91 91 7'l €l 71 se3 pue |
1an} ‘uona|dap 3502 Jano a3ejuadiad Jo SSaX]
G0 (1) (1) (v) (1) (v) (v) () () () (y) NELRENT]
0L €0 €0 €0 70 €0 0T T T T 0T se3 pue |0
:sany ‘s1s09 juswdojansp pue uoijeso|dxa jo Suisuadxl
0 (1) (1) (1) (1) (v) (v) () () () (y) salyl|1oe} uoijonpoid
318u8 Joy spuoq AjAI39e ajeAud parjijenb JuawuIaA03 [BI0| PUB B)BIS UO }SAIB)ul JO UOISN|IX]
1 10 10 10 20 20 20 fpadosd £318ua paoueApe Ul JuswISaAUl Joj JIpal1)
Al 0 (1) ) ) ) ) S9|21Y3A 911}03[3 UI-3njd Joj HpaI)
0¢ 11 J1paud Apadoud Juarolyye-A31aua [erjuspisay
10 S3]01Y3A 3N} aAIjeua}(e Jayl0
:$3)91yan A30]0uy0a} SAIjeUIS) . 10} SHPBIY
10 (y) (y) (y) (y) (y) |e0d uelpuj
10 (v) (1) (1) (1) (1) 1603 pauljay
:S}pald uoianpoid |eo)
0T 0 0 0 0 0 $811[108} |€0D UBBJD Ul SJUSW]SAAUL Joj S}Ipai)
01— 20—  ¢0— 70— T0— T0— 3unInjonI}sal uoissIWSUeI} 914398)8 Juawajdwi 0} a|nJ |eloads
81 (1) (v) (v) (v) (v) €0 €0 €0 €0 €0 ssewolq dooj-uadg
70 (1) (1) (1) (1) (v) (y) (y) (y) (y) (y) ajsem pijos [edroruniy
10 (v) (v) (v) (v) (v) (1) (1) (1) (v) (v) Jamod uore3iul ||ews
10 (1) (1) (v) (v) (v) (y) (y) (y) (v) (v) lamodoipky patyieny
10 (1) (1) (1) (1) (1) (y) (y) (y) (v) (y) |ewlayjosy
10 (v) (v) (v) (v) (v) (1) (1) (1) (1) (v) ssewolq dooj-paso|)
8'G1 70 70 €0 0 10 € € e G'¢ [ puim
{(Gf U0I}I3S) $3IIN0SAI B|qeMaual woly uoanpoid A}a1j8[8 Joj S}paI)
(v) (v) (v) (v) (v) (v) (1) (1) (1) (v) (v) swajsfs dwnd jeay |ewiayjoan
(v) (1) (1) (1) (1) (1) (1) (y) (y) (y) (v) puim jjews
61-6107 610¢ 810¢ L10¢ 910¢ G10¢ 610¢ 810¢ L10¢ 910¢ G10¢ —
e10L S|enpIAIpu| suoijelodio)

[s1ejjop Jo suoijjig]

PanuIu0)—1 6102-G10Z S¥YIA YIS ‘NOILONNS 139aNg A9 SILYWILST JUNLIANIIXT Xy1—8 F1avL



47

6'6Y1
S8l
8'61Y

0
ey
7'96

443
C'6¢
I'16

7

<

<3

(v)
(v)
(v)
(v)
(v)

90¢
6'9€
e

0'6¢
L7
0'LL

<

<3

T T

(v)
(p
(y)

0
)
)
0
v)
0
0
0
)

SRS

(v

0
)
)
0
)
0
0
0
)

(
)
%

0
)
)
0
v)
0
0
0
)

£

(v

ﬁ.
(v

0
)
)
0
v)
0
0
0
)

N

—— o

(v

~.
(v

0
)
)
0
v)
0
0
0
)

TN

—— o

(v

Wayss uoije1daidap anijeuss)|e Jo SS8Xa Ul 3uIsnoy [ejusl Jo uoljerdaidaq
guisnoy |ejuas
10} spuoq AyAijoe ajeaud paijiienb JusWUIBA03 [BJ0] pue 8)e}S U0 }SBJBUI JO UOISN|IX]
S8INJANIIS LI0JSIY UBYY JaYJ0 ‘SBINJINIIS JO UOIYeYI|IGeyal Joj Hpal)
$3INJANIIS LI0JSIY JO UOIIBY|IqeYs) o} }pai)
BUISNOY BWOIUI-MO| o) }1PaiI)
¢ uisnoy paidnago-ssumo
10} spuoq ApAijoe sjeaud paiyljenb juswuisnod [e90| pue 8}eiS UO }sadul JO UO0ISN|OXY
saouapisal [ediounid Jo sajes uo suled |eyded jo uoisn|ox3
fpadoud |eas uo sexe} Apadoid oy uonanpaq
S3IUBPISaI Paldnad0-1auMo Lo JSassul agedpow Joj uordnpaq
:3uIsnoy
:BuISnoy pue agsawwo)
ainynaude 1o} Suunodde ysey
$1S09 J3UOIHPUOD |10S PuB Jazi|Ia) 10} siauue) Aq Buisuadxl
Suiw.ey 03 s|qenguire sasso| Surjesado jau Joj pouad yoeqhied Jesk-g
UBWIAYSI) pue siawiey 1o} Suiessne awoou|
SIAUWIBY JO BWOIUI SSBUPBIGAPUI JO UOIJB|[3IUBD JO UOISN|IXT
sjuawAed 3ulleys-1s09 Jo uoisn|ax3
9|31ea Suipaaiq pue fuiep 3uisies Jo $3s09 3y Jo Juisuadxy
sainyipuadxa U0IJEAIBSUOD Jajem pue |10S Jo Suisuadx3
3unynaugy
s9|nt diyssauped papelj-Ajaignd sy} sspun
awodur 3uifylienb se s30IN0Sas |einjeu Jo Suluiw pue uoljeso|dxa wolj BWodul JO Juswlea)]
(910 uoJl pue |e0d 3ulpnjour) uies Jaqui} paijienb Joj ajes xe} |e1oads
sain)ipuadxa uoie}salogal Jo Juisusdxa pue uoljezipowy
SpuNj JUaWa[}}as [BJUBWUOIIAUS UIBY3D JO S3UIUIEd JO uoIsSn|ox]
“ SaI}|IIN JamMas pue Jajem Joj UOIJINIISUOD JO PIB Ul SUOIINQGLIU0D JO UOISN|IXT
Spunj 8AJasa) SUIUOISSIWLIODBP 1B3|INU Jof 3}eJ Xe} [el12ads
S9AI3sal Uoljeweoal Juluiw 1oy sajnt [elaads
$1509 3uimou3-saquiy jo 3uisuadxy
S|eJaulw [anyuou ‘uor}a|dap 3s09 Jano agejuadlad Jo SSa0x3
S|eJaulw [anjuou ‘s}s09 Juswdojansp pue uorjesojdxa Jo Suisuadxl
* fpadoid 3u1jakoal pue asnal ulepsd 10 ddueMmo||e uorjeldsidap [eldadg
JUAWUOIAUT PUB $32IN0SaY |einjeN
SBI}IAIJI. pajejal
-£318ua ulBYad woij panap awooul paiyljenb yum diysiauped papesy Ajongnd Joj suondadxy
aul| uonnquUsIp ses |eanjeu Joj SYJYIN Jeak-g1
fpadoud vorssiwsuel} 91398[8 UlBHAd 10} SYJYIN Jeak-GT
fpadosd uonnqusIp 91398(8 Jews 1oy SYJYIN Jeak-01




48

() () () (v (v (¥ (¥ (¥

G0— G0— G0— G0— G0—
10 10 10 10 10
(v) (v) (v) (v) (v)

) ) (1) (v)
(1) (v) (v) 10 0 0 10 10

I I 91 61

(v) (v) (v)
01 01 60
(v) (v) (v) (1) (1) (1) (v) (v)

9¢1 LT1
A 90
€0 €0
01 60
(v) (v)
(1) 10
(v) (v)
A 0
(v) (v)
80 8Y
LT1 011
L9 6'9

s)09l0d udisap ajqeurelsns pue
s3ulp|ing usai3 1o spuoq AuAIzoe ajeAld paijijenb |ea0| pue 8jeig U0 Jsaiajul Jo uoisnjoxj
<uorjeyiwiy sso| 3uijesado Jou 0} 9|qeINGLIIE XE)} WNWIUIL SAIJRUIAYE 3N
SJOBJJU0D 9GZT UOIIAS WO} SSO| JO LIRS J0) B|NJ UOIHUZ093) BUI0IU|
* fuadoid pjarjumolq Jo a3ueydxs 4o 3|es U0 SSO| Jo UIeS Jo uoIsnjoxj
sjonposd snosuagowoy Joj UoIjedIuap! I1H1a3dS
1yJew 40 }S09 JO JAMOT
N0 Jsaiy ul 3seq
:uoljen|en pue spoyjaw Aiojusau|
" Ujeap e pasodwi sexe} snoueA Aed 03 y00)s Jo uoidwiapal ul suoNqUISIq
)00} SSBUISNQ ||_WS UIBMAD WoJ) Ules 10} UoISn|axg
Ajappe pue
paddeaipuey ayj 0} sialieq uorjedodsues) pue |enjosjiydIe 8AowWal 0} )09 Jo Suisuadxy
Ujeap Je sules |ejded Jo uoIsn|axy
,aWOJUI JUBWISAAUL J8U UO Xeung
" sujed |epded wie)-5u0| pue SpUSPIAIP UO Xe} Jo Sajes paanpay
" S81I0JUBAUI 9|BSAjoYM Ul SyUIds paj|isip pled-xe} Sulkued Jo 3s02 8y} Joj JIpai)
S31JIAIJ0. U0I3INPoId 213SAWOP 0} B|GeINLIIe BWOIUI J0J UOIRINP3Q
sdiy uo saxe} yo|4 pred-safojdwsa Joy ypai)
ainynause uey} Jayjo ‘3uiunodoe ysey
S9|NJ JOBJJU0I Paja|dwo)
suInjal piodal pue Yooq yoeqaded ‘sujzeSew Joj sajni [e128dg
sainyipuadxa uorje|nalid auizegew jo Suisuadxl
Sa|nJ Jsalajul pajndwi woly suorjdwaxy
3Woou! 3|qexe} 83ei0dJ00 Jo 000'000°0T$ IS U0 Sajel paanpay
$)S00 dn)e)s SSauISNq Jo uorezipowy
Auadoid ssauisng ajqerdaidap Jo g/ u01393s Japun Suisuadx3
S33UBYIXa puly-ayl| uo ures Jo |eisjaq
8|S JUaL|[ISUI J3|eap-UOU U0 UIeS Jo |elisja(
SIS uo suled |eyded jo siseq Janofuie)
spuog
enb 8nssi-||eWsS JUSWUIBA03 [B0| PUB 8}}S U0 }SAJajUl JO uoisn|ox]

:90I0WWOI pUB SSBUISNG JAYIQ

61-610¢
[e301

610¢

810¢

110¢ 910¢ §10¢ 610¢ 810¢ L10¢ 910¢ §10¢

s|enpiaipu suofjesodion

uojouny

[s1ejjop Jo suoijjig]

PanuIu0)—1 6102-G10Z S¥YIA YIS ‘NOILONNS 139aNg A9 SILYWILST JUNLIANIIXT Xy1—8 F1avL



49

awoaul diysmoj|a} pue diysiejoyds Jo uoisnjoxj
SJUN0JIe SSUIABS UOIJBINPA [|9PIBA0Y 4O SUIUIEd JO UOISN|IX]
SUBO| JUBPNJS UO JSBIAJUI 10} UOIINPa(Q
:3urutesy pue uoreanpl
:$39IA13S |e190S pue ‘uawkojdw3 ‘Suiuiel] ‘uoneanp3

¢S1 7'e A3 0¢ 6¢C Le
50 10 10 10 10 10
't e €¢ A4 1¢c 0¢

[suoisinoid Jay3o Ul paulejuod ajewnsi] Ja1jal Je)sesIp |euorjen
‘Jalay Jaisesiq

9¢ 0] G0 G0 6o G0 isalaqul Jdwiaxa
-Xe} 0} 9|qeInqu}e asuadxe }Salajul 8}eI0|[e SUOIIN}ISUl [BIDUBUL JBy} Juswsalinbas ajeurwi|3
60 0 0 0 0 0 (v) (1) (1) (1) (1) ¢z SPUOG JUBLIdO|3AIP IWI0U093 U0z KIdA0daY

34 70 70 €0 €0 €0 10 10 10 10 10 Sl}I|19e} d)Sem SnopJezey pue ‘isjem ‘d3e
-M3s Joj spuoq ApAI30e 8jeaud paiyijenb juswulanod [Ba0| pue 8}elS U0 }saiejul Jo UoISNjax3
(1) (v) (v) (v) (v) (v) (v) (1) (1) (1) (1) juswifojdwa uolesasal Uelpu| 1o} J1pal)
10 (v) (v) (v) (v) (v) (v) (1) (1) (1) (1) SOAIJUBUI Xe} elquinjo] J0 JHISIQ
'Y (v) (v) (v) (v) (v) 0T T A T T 1pald xe} sjayew may
20 (v) (v) (v) (v) (v) (v) (v) (v) (v) 20 SBAIJUB0UI Xe) BU0Z JusuLiamodui]

Juawdojanaq |euoiday pue Ayunwwoy

67 80 L0 L0 L0 L0 €0 €0 €0 €0 ¢0 SaI}|19e} BUNWWOI-SSEW pue ‘s}20p ‘spodire
ajeAud Joy spuoq AjAIoe ajeAud paiyijenb JusLUUIBA0S |BO0| PUB 8}eIS U0 }SAIaJUl JO uoIsn|ox]

10 (1) (1) (v) (v) (v) () () () () (y) SaI|10e} |1eJ Ayassjul paads
-y3iy Joy spuoq AyAI3oe ayeaud paiijenb Juawuian03 |BI0| PUB B)B}S UO }SBI3JUI JO UOISN|IXT

90 10 10 10 10 10 10 10 (1) (1) (1) Sa1}l|19e} Jajsuel} ¥onu}-|les pue sjosfoid fem
-y81y Joy spuoq AyA1joe sjeald paiyijenb juswuisnod BI0] pue 8)e}S U0 ISaISUl JO UOISN|IXT
G0 saluedwod 3uiddiys Jo spuny uoljoniIsu0d [ejded uo xey Jo |eLisla(
YA B * (sassed jsues) pue ‘sjood uen ‘Supjied) spjauaq uorjepodsuel) pied-afojdwa Jo uoisnjox3

:uojjepodsue.)
12 sajuedwod aaueinsul Ayensed pue Apadoid 1o} uoijelold
LTl sajuedwod agueins
-ul Ayensea pue Apadoid Jo senasal Joj suonjdwinsse polad Suljunodsip pue sjel }salsju|
G0 : : : 10 10 10 10 10 sajuedwod aaueinsul Ayensed pue Auadoud

BWS UIBLB) J0} AWOIUI JUSW]SBAUI U0 A|UO paxe} aq 0} U0I}da|a pue snjels Jdwaxs-xe|

A G0 70 70 70 70 saluedwod pjalys anjg pue ssoi) anjg Joj uononpap [e1dads

091 [ e [ A 67 saMasal Auedwwod soueinsul ajl| Jo Juawyess} [e1oadg

20 (y) () () () () Juswisn(pe awoaul ajqexe} Auedwod aguensul al| ||ews
aluedwod sauelnsu|
L'el ’ ’ ’ 6¢C L'C G'¢ ¥'C ¢ 809U/ uojun JIpaid Jo uonduwaxg

uopmysul jeloueuly

" g WaysAs uorjerdaidap aAljeusa}je ay} Jo ssadxe Ul juswdinba jo uorerdaidaq

¢ 0 0 <0 <0 0 20 20 20 20 Al waysks
uolje12a1dap anljeula} e JO SSAdXe Ul Suisnoy [ejuas uey} Jayjo sSuipjing jo uonerdaidaq




50

0°/9¢ Gy 9GS 86§ 09 T'L§ ' B ) ¢ [T 98e Japun ualp|iyd 1o} Hpai)
:$30IAI8S |B|20S
90 10 70 Hpalo xe} fyunypoddo yiopm
€r— 80— 80— +g U0IBSUBAWIOD 8]qI}oNpap uo Sy
A 20— 70— " 4g (UOI}ESUAAWOI BqIPN|IUI pazilenuue S [BNPIAIPUI BU} SaWI} 8aJy} UBY} J8)eaid 1o 0}
|enba aie pue uorjes0diod e Jo |013u0d o 33ueyd B U0 Juaduijuod ale |enpiAipul patyijenb
-sIp & 0} sjuawAed Ji ajqeoljdde) sjuswAed aynyoeled $Sadxe 10} UOIJANPAP JO IUEMO|[eSIQ
90— 20— 10— Lsueld aseyaind yo0)s safojdwa uo peads uo uoijexe} Jo |elsja(
I'v— 71— I'1—  ,Sueld uordo ¥20}s SAIJUSIUL JBPUN YI0}S 4O UOIHISINDIE U0 pealds uo uoljexe} Jo |eusjeq
€8 71 (540S3) suejd diysiaumo 20} dakojdwsa o} suoisinoid xe} [e19ads
791 * suoljero0sse Aelalyauaq (seafojdwa Aiejun|on AQ pauiea awwodul Jo uoisnjoxj
LT spieme dakojdwa Jo uoisnjoxy
¢'6€ S}IJouaq 33U} SNOBUB|[AISIW JO LOISN|IXT
(7 SI9)SIUIW J0} SAIUBMO|[R SUISnoy Jo U0ISN|IX]
G881 , Sue|d eL1a)ajed Japun papinoid syyauaq Jo uoisnjoxy
Tl (freyiw ueyy sayjo) 3uidpo| pue sjeaw safojdwsa Jo uoisn|axy
‘Juawrojdw3
09 Al €1 1 Tl 01 (v) ¢z SPUOQ UOIONIISUOD [00YIS Palj[eny
Y 7'l [ T 60 L0 swesSoud Junodae s3uines
€0 10 10 10 swesSoid uoiyiny predald
:swesSosd uoryny paiyijenb o s3uluiea uo xe} Jo uoisnjox3
08 96 6l 1 0T¢ L'61 ¢ U01}RINPa AI1BPU0IaS-}S0d 40} UOL}INY JOf S}IPaI)
0°GE I'L 89 99 79 9 70 70 7’0 70 €0 " SUOIN}ISul [euoljeanpa 0} SUOIINQLIU0I 3|qejiieyd Joj uonanpaq
A 10 10 10 10 10 0 0 0 20 20 ¢z Spuoq Awapeae auoz paijijenb Jo siapjoy Joj Hpal)
161 B3 6¢ 8¢ 9¢ 9¢ 1T T 0T 0T 0T Sa1}l|19e} [euorjeanpa aljgnd payijenb pue Jyoiduou sjen
-ud 1o} spuoq AJAI9e ajeALd paijijenb JuaLILIBA03 [B0] PUB 81} UO }SBIAJUI JO UOISN|IX]
0¢ G0 G0 70 70 70 0 0 0 0 0 Sueo| jusp
-n}s Joj spuoq ApA1joe ayeald palyijenb Juawuieno3 (B0 pue 8)elS U0 JSBIAYUI JO LOISN|IXT
'Y Gq Ay 61 LY 8 €2 0} 61 pade sjuapnis 1o} uoipdwaxa |euosiad |ejusied
91 €0 €0 €0 €0 €0 ’ " ) SHJaU3q uorjdNpas uoryny papiroid-sakojdwsa o uoisnjoxy
9 €1 €1 1 1 1 S}Ijouaq 80UBSISSE UOI}RINpa papinoid-iafojdwa o uoisn|ox3
80 0 0 0 0 0 ’ v ) sjuswAedal UeO| |BUOI}RIND] 3}R}S UIBMAD pue
OSHN PUE 1q8p UBO| JUapnis UIBYad Jo 83IeyIsIp 8y} 0} 9|qeINGUE BLOJUI JO UoIsn|Ix]
- 610¢ 810¢ L10¢ 910¢ §10¢ 610¢ 810¢ L10¢ 910¢ §10¢
61-5107 vonouny
e10L sjenpiaipul suoljesodion ,

[s1ejjop Jo suoijjig]

PanuIu0)—1 6102-G10Z S¥YIA YIS ‘NOILONNS 139aNg A9 SILYWILST JUNLIANIIXT Xy1—8 F1avL



51

X2
7’91

G'6¢
¢LL
870G

961
I'19

9661

L'e

eI

GGyl

aoueInsul AJIGesIp pue Jusplode uo swniwalg
agueInsul aj| wis) dnotd uo swniwaid
‘s)youaq aafojdwa Jayjo Jo uoisn|ax3
" SUOIINQLIJU0D /Y| PUB S|BLIBJAP BAIJI8[8 SO} S|BNPIAIPUI UIBLIAD 10} JIpal)
SyYl yioy
Syy| |euoiipel]
‘S)usLague.e JuaLall}el [enplAIpu|
sue|d uornqLiuod paulysq
sue|d yyauaq paulyeq
" (sueld y3oay se 0} paisjal sawiyawos) sioyalidosd ajos pue sisuped Fulisnod sueld
:S3UjUIes pue SuoIINgUIu0d uoIsuad Jo uoIsn|oxa JaN
SiauIL [BOO Pa|qesIp J0} SHyauaq |e1aads Jo uoisnjaxy
* §S3uxaIs [ea1sAyd Jo saunful easkyd |euosiad Jo Junodde uo sagewep Jo uoisn|ax3
" (SjuawAed SI0AIAINS pue A)|IqesIp) S}JBUAQ UOIIeSUadWOd SIayJoM JO UOISN|IX]
:f1naag awoou|
¢ S83UBYIXa JIyauaq yjeay y3noiy} paseyaind saueinsul Joj SaIpISqNS
aouelnsul Jafojdwa Suiseyaind sassauIsng ||ews 1oy Jpald xe|
yaseasal Snip ueydio o} jipai)
¢ SU0sIad paoe|dsip ulepad Aq saueansul yyeay jo aseyaind Joj ypai)
suoijeziuesio y}jeay 0} SuolinqUIu0d 3|qeliieyd Joj uonaNpaq
saljl|ioey |eydsoy yijoiduou
ajeAud Joy spuog AjAIoe ajeAud paiyijenb JusLUUIBA0S |BO0| PUB 81BIS UO }SAIaJUI JO uOIsSn|ox]
SJUN032e S3UIABS Y}|esH
(S)yauaq |eIIpaw) SHyBUS] UOIesUAdLI0D SIYIOM JO UOISN|IXT
sasuadxa aied Wia}-3uo| pue sasuadxa |eaIpauw 10} U0IRINPaQ
pafojdws
-}18s 8y} Aq swiniwaid soueINSUI BJed WJ8)-3U0| pue swniwaid sauensul yjeay Joj Uo1INPaQ
aIe2Ipa
ul pajjoua sjuspuadap air}e) pue Seall}e) Kie|iw Joj S)JBUSQ BIUBINSUI U}[eay JO U0ISN|Ix]
2IBDIP\| Ul Pa||0Jua Jou Sjuapuadap sailjal pue
‘seall}a) ‘syuspuadap Kieijiw 1oy ddueinsul [eIIPAW JYYI|YL Pue aled |edaIpaw Jo uoisnjox3
1 Swnjwaid agueinsul aled
wJa)-3uo| pue ‘swniwald dUBINSUI Y}E3Y ‘BJeD Y}eay Jo} SuoinquLiu0d Jakojdws Jo uoisnjaxg
‘UiesH
sainypuadxa $$a20e Pa|qesip o }pai)
o1 Y}B3Y pue U0I}eanpa Joj UeY} Jayjo ‘SUOINQLIU0D B|qeIIBYD 10} UOIRINPaQ
uoisnjaxa syyeuaq uorydope safojdwa pue 3paid uondopy
sjuawfed a1ed J8)soj UIBYBD JO U0ISN|IX]
aled Juapuadap papinoid-safojdwa Joy Hpal)
" g 8189 P|IYd papiroid-safojdwa Jo uoisnjoxe pue aied juspuadap pue piyd Joj Hpal)




52

20 (v) (v) (v) (v) (v) . spuoq A31aua a|qemaual Ueajd o siapjoy Joj IpaIY
61-6107 610¢ 810¢ L10¢ 910¢ G10¢ 610¢ 810¢ L10¢ 910¢ G10¢
210l S|enpIAIpu| suoljelodio)
:5303)4a Ae[In0 SUIMO||0} BY} YNM PaJeId0SSE A}I[IqepuUNjal SApNjoul Bjewlisy ¢
*S|enplAIpul 0} pajnquije ale skefyno ajqe} siyy jo sasodind ayj o4 "SJUAWUIBAOT [BI0| PUB BJelS 0} AB[IN0 UB S3PN|oul djewIisI;
G107 ‘0€ Jaqualdag Aq pajoeua uone|si3a) s308)4aY ¢
‘pouad §T0Z—GT0Z By} 4o} ainyipuadxa xe} anljedau e sajealpul ., Uy “Sulpunos o} anp s|ejo} 0} ppe jou Aew sjielaq :djo0N
79 €1 €1 €1 €1 'l ' h Spuoq S3UINES UO }saIaul JO [elIdjaq
;Jsalapu|
091 A3 A3 A A3 € ’ " ¢ SPUOQ eILIBWY pling
eere 6L L'TL 789 169 9 ' h saxe} Apadoid
|euossad pue ‘saxe} Sa|es ‘SeXe} awodul JUSWUIAA0S [BI0| pue S}e}S SSaUISNquOU 40 UOIdNP3Q
L[81 6'6¢ 1'6¢ L'9¢ 09¢ 9G¢ 901 €01 10T 86 L'6 spuog JuawuIanod [eoo] pue ajeis asodind dljgnd uo Jsaiajul Jo uoisn|ox3
:3Uue)sISSy [easl4 asoding |e1auay
€0 (1) (1) (v) (v) (v) (y) (y) (y) (v) (v) uisnoy suess
-JoA 10} spuoq A)AIjoe 8jeAlid paljijenb juswuianog |eJ0| pue 8jelS UO }salajul Jo Uoisn|ox3
16 02 61 81 81 97 ’ " S}J8Uaq JusWISN[peal ,SUBJAJBA JO UOISN|IXT
60 20 20 0 0 0 ' b suoisuad ,SueJa}aA Jo uoisnjaxj
89¢ 6L 'L 7L 9L 89 ' - uoljesuadwod A)[1qesip ,SUBJAIBA JO UoIsn|ox]
:S391AJ3S pUB SHjaUag SUBIA)B\
1°0T¢ 897 A4 6Ty 9'6€ 9'LE SHJauaq Juawalljal peoljies pue A}1INJag |B190S paxejun jo uoisn|axj
JuawaJlnay peoJjiey pue A)naag [e1a0s
10 10 (v) (v) (v) (v) 21 SUnodde gy
0 (1) (1) (1) (v) (v) (y) (y) (y) (v) (v) sjuawfed uorjeijw ajsesip 4o uoisnjox3
10 (y) (v) (v) (y) (v) finp
JO aul| 8y} ul paj|)y sJad10 Ajajes angnd Jo saljiwey 0} pied SaiNUUE JOAIANS JO UOISN|IXT
9¥8— 06— 6L1— 69— 66— 06— ' B " 4XB} WNWiuIW sAjeula}je ay} Jsulede uoijonpap plepuels ay} pue uorjdwaxs |euos
-1ad 8y} o dueMmO||eSIp pue ‘xe} awodul Jeingal ay} Joj uondwaxe |euosiad 8y} Jo o aseyq
AvAS 9GL 8¢L 09L (A L'CL h ¢ }IpaId awoaul paule3
[ 90 G0 G0 G0 70 " $9SS0| 18y} pue A}jensea 1o} uolanpaq
€61 'Y €€ 0¢ 8¢ LT v A|18p|d By} pue pulq 8y} Joj UOIINPBP PIepUB)S [BUOIYIPPY
- 610¢ 810¢ L10¢ 910¢ G10¢ 610¢ 810¢ L10¢ 910¢ §10¢
61-610¢ wonouny
&0l suoijelodio

[s1ejjop Jo suoijjig]

PanuIu0)—1 6102-G10Z S¥YIA YIS ‘NOILONNS 139aNg A9 SILYWILST JUNLIANIIXT Xy1—8 F1avL



53

PIeAIPaj 0} anp sAepIno apnjoul Jou Saop BjewIisI o

J3UJ0 Ul PapNjaul 0S[e e YIIYMm ‘BIUBINSUI [BAIPAW FYYOIYL PUe sue|d euajajed ySnoiyy paseyaind aoueinsul yyeay papiaoid-sakojdwie sapnjoul ajews3 ry
'sa|nJ Jsala}ul [eiyed ay) 0 suorydadxa pue yaojs papesy Ajolqnd Joj UojONPap anjen jayew ey ay} ‘Klojuanul

13U} asn-paje|al Joj UOIINPAP an[eA Jaxiew Jiey ay} ‘saijieyd dgnd Joj uonepw| agejuadsad Jaysiy ay} oy sjunodde ainyipuadxa Xe} ay} ‘UOIINPAP B|qeIBYD [eIBUAT AU} 0} UOINPPE U] or

'sjunodoe 3ulpuads a|qixaly aied juapuadap ysnoiy} paseyaind aled pjiyd papiaoid-akojdwa sapnjaul ajew}sy g

"800 40 19y uoIjezI|Iqe)s d1woud] Aouagiew] ay) Aq apew safueyd Jo s}oaya apN|oul Jou SA0p Bjewlisyg

‘3|qel Sy} uo swayl au!

104 uorjanpap paoueyuad ay} ‘Auadoid |euossad

ul papnjoul 0S|e 8le SJUNOWE 8say] ‘syunodde Sulpuads a|qIxel} 81ed Jusf p y3noiy} paseyaind aied pjiya papiaoid-safojdwa pue suejd ersjaped y3noiyy paseyaind aoueinsul yyesy papiaoid-safojdwa jo z_w___ww%,w_w?_omr_:w_mmz_m_wfo

"SYOVIN Japun uoijesaadoe [eJauad pue uorje1daidap snuog Sapnjou| g

(GZ U01)29G) SaZeSHOW BWOY UIBHAD U0 }SAIAJUI 40} JIP3ID JO J93}3 SAPN|oUl BjewlisT ¢

“uoljjiw 0G$ UYY SSB| JO AIpuadXa Xe} an1NISOd y
091 A3 A A3 A3 Spuoq eauswy pjing
1'¢ee 8¢9 199 L'€9 €'€9 1IpaJo awooul pause
1082 1L 0°€9 €9t 8'G¢ . * sa3ueyaxa Juyauaq yijeay ysnoly} paseyaind agueinsul Joj salpisqns
10 (v) (v) (v) " . * suostad padedsip ulepad Aq soueinsul yjjeay jo aseyand o} jpai)
L'y 60 0T 01 60 : " 1ed p|Iyd papinoid-sakojdwa Jo uoISN|OXa pue aied juapuadap pue piyd Joj Hpal)
¢'661 0°6¢ e 6'€¢ L'Ee /1 98 Japun uaip|iyd Jo} Hpal)
6°G [ 1 Tl 0T SpUOQ UOIONIISUOD [00YIS PaljI|eny
9'6¢ 08 8L 'L 79 uorjeanpa fiepuodas-jsod 1oy uoijIng 10} SypaI)
€0 10 1o 10 10 10 spuoq Awapeae auoz pajienb Jo siapjoy Jo} }pal)
80 0 0 0 <0 <0 Spuoq juswdojansp IIWOU0I3 BU0Z KI9N0IBY

Spuog UoieAIasu0d A31aua paijijenb Jo s1apjoy 1o} JIpal)






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 $286 billion higher—without tax increases—spending
would be nearly $41 billion lower, and the cumulative deficit would
fall by $327 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
g:s 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 2017 budget
would increase real economic output per person by 1.7 percent, or
about $1,100 in calendar year 2026, and by 6.3 percent, or about
$4,900 in calendar year 2040 when compared with CBO’s extended
baseline. The analysis concludes 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.2? The greater economic output that stems from a
large deficit-reduction package would have a sizeable impact on the
Federal budget. For instance, higher output would lead to greater

29 Congressional Budget Office, “Budgetary and Economic Outcomes Under Paths for Federal
Revenues and Noninterest Spending Specified by Chairman Price, March 2016,” March 2016:
https:/www.cbo.gov/sites/default/files/114th-congress-2015-2016/reports/51260-
BudgetaryPaths1.pdf.
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revenues through the increase in taxable incomes. Lower interest
rates and a reduction in the stock of debt would lead to lower gov-
ernment spending on net interest expenses.

This year’s budget resolution reduces deficits compared to CBO’s
January 2016 baseline by a total of $651 billion over 10 years due
to macroeconomic feedback effects on the budget. Lower deficits of
$194 billion—consisting of $150 billion in higher revenues and $44
billion in lower mandatory outlays—is due to revised economic as-
sumptions resulting from the macroeconomic feedback effects of
legislation enacted late last year that made certain tax provisions
permanent. These effects also include economic developments
through the end of calendar year 2015 that were not included in
the CBO baseline.3°

An additional $216 billion in lower deficits—a combination of
$225 billion in higher revenues, without tax increases, and $9 bil-
lion in higher outlays—is due to the macroeconomic feedback ef-
fects of fully repealing the Affordable Care Act [ACA].31 CBO and
the Joint Committee on Taxation [JCT] estimate that repealing the
ACA would increase the level of gross domestic product by about
0.7 percent, on average, during the latter half of the budget win-
dow relative to current-law projections, mostly by increasing the
supply of labor above what would be expected under a continuation
of the ACA. In addition, CBO estimates the fiscal path of this
budget resolution—which provides 10-year savings in spending of
$6.5 trillion from policy changes and debt service compared to cur-
rent policy—would result in positive macroeconomic feedback ef-
£eﬁcs that would further lower the deficit by approximately $241

illion.32

30 Congressional Budget Office preliminary estimate of the macroeconomic feedback effects on
the budget of recent legislation and economic developments not included in the CBO January
2016 baseline, released by email to House and Senate Budget Committees on 9 February 2016.

31 June 2015 published CBO/JCT estimate shifted forward 1 fiscal year of the macroeconomic
feedback effects on the budget of a full and immediate repeal of the Affordable Care Act.

32 Congressional Budget Office, “Budgetary and Economic Outcomes Under Paths for Federal
Revenues and Noninterest Spending Specified by Chairman Price, March 2016,” March 2016.



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
automatic spending programs (formally called “direct” or “manda-
tory” spending).

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 Overseas Contingency Oper-
ations/Global War on Terrorism, which finance non-recurring mili-
tary and diplomatic activities in the Middle East. The overall
grouping, using the formal functional titles, is as follows:

National Defense

¢ International Affairs

e Overseas Contingency Operations/Global War on Terrorism

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 Spending Programs. This group reflects solely the
automatic 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 programs—
in the overall budget. This form of spending is largely open-ended
and flows from effectively permanent authorizations. Most of the
programs funded this way pay benefits directly to groups and indi-
viduals without an intervening appropriation. They spend without
limit, and their totals are determined by numerous factors outside
the control of Congress: caseloads, the growth or contraction of
GDP, inflation, and many others.

e Social Security

e Medicare
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Medicaid, the Affordable Care Act, and Related Programs
Income Support, Nutrition, and Related Programs

Farm Support

Banking, Housing, and the Postal Service

Student Loans, Social Services, and Related Programs

Federal Lands and Other Resources

Other Direct Spending (science, natural resources, and commu-
nity and regional development)

Financial Management. This final grouping consists of those
functions that round out the budget’s overall financing.

o Net Interest

o Allowances

¢ 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 Overseas
Contingency Operations/Global War on Terrorism. As part of the
compensation for military service, the government also offers a
range of benefits specifically for veterans. The category called Ad-
ministration of Justice mainly reflects funding for Federal law en-
forcement agencies—such as the Federal Bureau of Investigation
and the Drug Enforcement Administration, 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

The Federal Government has no higher responsibility than to
“provide for the common defense” of the Nation. No other level of
government can do this, and it is not an option; it is a constitu-
tional duty—one whose gravity is intensifying. The global security
environment is growing more dangerous, as the United States faces
increasingly complex and evolving threats around the world. These
include, but are not limited to, the following:

e Russian aggression in Eastern Europe;
o Terrorist activities by the Islamic State and other networks;
e The nuclear and missile programs of North Korea and Iran;

¢ China’s ambitions to aggressively exert influence in the Asia-
Pacific.

As Henry A. Kissinger, former Secretary of State, testified to the
Senate Armed Services Committee last year on the global security
environment: “{W]e haven’t faced such diverse crises since the end
of the Second World War.”33 General Martin E. Dempsey, former
Chairman of the Joint Chiefs of Staff, echoed this assessment more
recently, testifying that “the global security environment is as un-
certain as I've ever seen it . . . the world is rapidly changing ev-

33 Committee on Armed Services, U.S. Senate, “Global Challenges and the U.S. National Secu-
rity Strategy,” hearing 29 January 2015.
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erywhere, and we're seeing significant shifts in an already complex
strategic landscape.” 34

Recent terrorist attacks in Paris and San Bernardino, CA, reflect
this new reality. Americans deserve leaders who are committed to
executing their constitutional duty to defend the Nation. Truly as-
sessing the threats and developing a strategy to deter and combat
them while mitigating risk as far as possible should be the ulti-
mate objective of the administration and defense leaders. The
President and the Congress must then be honest about the true
costs of the strategy, and provide full funding for its implementa-
tion.

According to the House Armed Services Committee: “Reclaiming
our role as a global leader does not mean the United States must
‘police’ the world; rather, the United States must engage when hos-
tile actors threaten our interests and must reassure allies in order
to preserve the international order that the United States has
painstakingly established. If not, as we have seen in places such
as Syria, Ukraine, and the South China Sea, others will fill the
vacuum and establish an order that is inconsistent with our values
and our security.” To meet the demands of the 21st century, the
committee says, the U.S. military needs both strength and agility.
“Military strength requires enough capability to deal with a wide
array of threats—both quality and quantity.” As for agility, the
committee argues: “We must have the military capability able to
protect us from unknown and unexpected threats. We have to be
a}ole 2(5) learn, to anticipate, and to adapt faster than anyone
else.”

Following the prescription above for executing national security
policy has been challenging in recent years due to laws designed
to curtail spending and put the Federal Government on a fiscally
sustainable path. While the Department of Defense has been ex-
pected to do more in terms of foreign engagement, funding for
these requirements has been reduced. The national defense budget
has carried the bulk of sequestration’s effects after the enactment
of the Budget Control Act [BCA] of 2011. Compared to the planned
defense spending requested by then-Secretary Robert M. Gates in
2011—the last time the Department was able to truly align a fund-
ing request with a strategy—the automatic enforcement procedures
of the BCA will arbitrarily cull almost $1 trillion from defense,
eroding critical warfighting capabilities, modernization, and readi-
ness across all the services. According to General Dempsey, the De-
partment’s request for fiscal year 2016 was insufficient to execute
the national security strategy with acceptable levels of risk: the
budget request was “at the lower ragged edge of manageable risk”
and offered “no slack, no margin left for error or strategic sur-
prise.”36 Yet Congress underfunded defense by $5 billion. Every
year since the BCA was enacted, budgetary prescriptions have been
shaping national defense strategy, not the other way around, re-
sulting in higher risks for service members and the Nation. Accord-

34 Committee on Armed Services, U.S. Senate, “Counter-ISIL (Islamic State of Iraq and the
Levant) Strategy,” hearing 7 July 2015.

35 Committee on Armed Services, U.S. House of Representatives, Views and Estimates, 5 Feb-
ruary 2016.

36 Committee on Armed Services, U.S. Senate, “Review of the Defense Authorization Request
for Fiscal Year 2016 and the Future Years Defense Program,” hearing 3 March 2015.
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ing to the House Armed Services Committee: “{OJur national secu-
rity strategy has not evolved to mitigate the risks we face or rec-
oncile the resources available to counter those threats.” 37 The mis-
n}llatch between strategy and funding is unacceptable and needs to
change.

Turning to the fiscal year 2017 budget, the administration is re-
questing $551 billion for base national defense funding for the
budget year, in line with the Bipartisan Budget Act of 2015, and
$6.2 trillion over the 10-year window. In fiscal years 2018 and be-
yond, the administration assumes base defense spending above the
Budget Control Act caps claiming “the nation’s defense strategy
cannot be executed at sequester-levels of funding.”3% While this
budget matches the administration’s fiscal year 2017 defense re-
quest, consistent with the maximum level allowed under current
law, it provides $6.3 trillion over the 10-year window, nearly $90
billion above the administration’s plan. Further, this budget as-
sumes $23 billion in overseas contingency operations funding to be
dedicated to base defense requirements, bringing total resources for
base defense funding to $574 billion (see section on Overseas Con-
tingency Operations/Global War on Terrorism). It is now more crit-
ical 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 Mid-
dle East and around the globe.

The resolution specifies $559.3 billion in total budget authority
and $566.5 billion in total outlays in fiscal year 2017, per current
law (see Function 050 in the summary tables). These amounts in-
clude funding to compensate, train, maintain, and equip the mili-
tary forces of the United States. More than 95 percent of the fund-
ing in this function goes to Department of Defense military activi-
ties. The remainder funds the atomic energy defense programs of
the Department of Energy, and other defense-related activities (pri-
marily in connection with homeland security).

Almost all of defense funding comes through annually appro-

riated, discretionary spending, which in this resolution totals
5551.1 billion in budget authority and $557.7 billion in outlays in
fiscal year 2017. This is the established level provided for in the
Bipartisan Budget Act of 2015, which amended the Budget Control
Act caps. Direct spending in 2017 for this category—which includes
allowances, offsetting receipts, and retirement payments—is $8.2
billion in budget authority and $8.7 billion in outlays in fiscal year
2017. The 10-year totals for the entire defense category are $6.4
trillion in budget authority and $6.2 trillion in outlays.

Funding for the Pentagon’s non-enduring activities in Afghani-
stan and Iraq is carried in a separate function called Overseas Con-
tingency Operations/Global War on Terrorism (see Function 970 in
the summary tables).

Illustrative Policy Options

Policy development in this area rests with the Committee on
Armed Services and the Appropriations Subcommittee on Defense.

37 Committee on Armed Services, U.S. House of Representatives, Views and Estimates, 5 Feb-
ruary 2016.

38 Department of Defense Office of the Under Secretary of Defense (Comptroller) Chief Finan-
cial Officer, Defense Budget Ouverview Fiscal Year 2017 Budget Request, February 2016.
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They will arrange priorities for maintaining robust national de-
fense capabilities while responsibly managing taxpayer resources.
Some illustrative areas of particular concern include the following.

Military Compensation and Benefits. As discussed in last year’s
budget resolution, the current compensation and benefits system
for military personnel, retirees, and their families is unsustainable.
Consequently, the fiscal year 2016 budget resolution encouraged
the committees of jurisdiction to review the recommendations of
the Military Compensation and Retirement Modernization Commis-
sion [MCRMC]39 and consider reforms to sustain the long-term fis-
cal health of these programs, especially the retirement and health
care benefits. In the Fiscal Year 2016 National Defense Authoriza-
tion Act (Public Law 114-92), the Armed Services Committees suc-
cessfully included substantial reforms to the military retirement
system, expanding the benefits to all military personnel while si-
multaneously putting the program on a fiscally sustainable path.
According to the Congressional Budget Office [CBO], the new sys-
tem will yield significant long-term savings in direct spending, with
expected annual outlay reductions of about 20 percent, or $10 bil-
lion.#0 This laudable achievement on the part of the Armed Serv-
ices Committee members and the Congress will ultimately provide
a better and fairer benefit for all military personnel in the future,
while maintaining the benefit’s sustainability.

Military Health Care. The health care system that benefits mili-
tary personnel, their families, and retirees also needs reform. In
their findings, the MCRMC members reported that “the quality of
TRICARE benefits as experienced by service members and their
families has decreased, and the fiscal sustainability of the program
has declined.”4! In 1990, funding for military health care ac-
counted for approximately 4 percent of the Department’s budget; in
2016, the administration requested, and Congress appropriated,
health care funding accounting for 9 percent of the Department’s
base budget.42 This increased proportional growth in health care
spending occurred even as the total defense budget significantly in-
creased between 2000 and 2012. Consequently, Congress made
changes to the system to help rein in cost growth rates, including
Federal ceiling prices for prescription drugs. Nevertheless, more
needs to be done. Reforming the military health care system is a
priority for the House Armed Services Committee, which plans on
“examining the whole military health care system” with the goal of
ensuring it “can sustain trained and ready health care providers to
support the readiness of the force and a quality health care benefit

39The Fiscal Year 2013 National Defense Authorization Act established the MCRMC to con-
duct a comprehensive review of military compensation and retirement systems and ultimately
make recommendations to do the following: 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 retire-
ment systems.

40 Congressional Budget Office, Cost Estimate of H.R. 1735 National Defense Authorization
Act for Fiscal Year 2016, 11 May 2015.

41 Military Compensation and Retirement Modernization Commission, Final Report of the
Military Compensation and Retirement Modernization Commission, January 2015, p. 81.

42 Congressional Budget Office, Long-Term Implications of the 2016 Future Years Defense Pro-
gram, January 2016.
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that is valued by its beneficiaries.” 43 Once again, this budget sup-
ports the Armed Services Committee’s efforts to tackle this issue,
and the Budget Committee looks forward to seeing the resulting
policy recommendations expected later this year.

Budget Transparency. Like all government agencies, the Depart-
ment of Defense has a responsibility to account for and effectively
manage its taxpayer-provided resources. The continued failure of
the Defense Department to receive a clean audit from the Govern-
ment Accountability Office not only limits transparency and con-
gressional oversight of defense programs, but also erodes public
confidence in the Department’s ability to effectively spend taxpayer
resources. According to the House Armed Services Committee: “For
more than 20 years, the Comptroller General of the United States
has consistently identified the financial management of the Depart-
ment of Defense as a high-risk area.”4* This is especially dis-
concerting during times of fiscal constraint, when it is more impor-
tant than ever for agencies to complete self-assessments to make
tough decisions on setting priorities with limited resources. The
Fiscal Year 2010 National Defense Authorization Act (Public Law
111-84) required the Department to implement the Financial Im-
provement and Audit readiness plan, and the Department expects
full auditability by the end of fiscal year 2017. The budget antici-
pates the Pentagon’s full attention to meeting its auditability goals
and continued Department efforts to effectively allocate existing re-
sources.

Defense Industrial Base and Sustainment. A robust industrial
base is vital to the national security of the United States and to
military readiness. As defense budgets have declined, there has
been a much needed focus on the acquisition of new weapons sys-
tems to modernize the armed forces. Little attention, however, has
been given to the inescapable fact that sustainment is 60 percent
to 80 percent of the total lifecycle cost of a weapons system, accord-
ing to the Department of Defense.#5 Therefore, the ongoing health
of the defense industrial base, in its entirety, also must be carefully
considered.

The sustainment industrial base comprises both private sector
and military facilities, each serving a unique and vital role in the
maintenance, repair, and overhaul of weapons, weapons systems,
components, subcomponents, parts, and equipment. As budget re-
sources become more scarce, the military facilities and private sec-
tors should focus on the areas in which each excels, entering into
public-private partnerships, as appropriate, to save taxpayer dol-
lars and increase the warfighter’s readiness. Furthermore, the De-
partment should learn from recent mistakes and failed policies,
which include the unnecessary furlough of working capital fund
employees or managing by end strength. Workload should be one
of the key drivers when managing depots, arsenals, and ammuni-
tion plants to ensure the lowest cost to the taxpayer.

43 Committee on Armed Services, U.S. House of Representatives, Views and Estimates, 5 Feb-
ruary 2016.

44Tbid.

45 Government Accountability Office, Weapon Systems Management: DOD Has Taken Steps to
Implement Product Support Managers but Needs to Evaluate Their Effects, April 2014.
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Military depots are the backbone of the organic industrial base
and are the Nation’s insurance policy against the tides of economic
uncertainty, changes in the defense industry, and wartime de-
mands. Additionally, military depots serve as the appropriate loca-
tion to maintain command and control of the majority of
warfighting systems. The B—52 bomber program, as one example,
is a reminder that sustainment of weapons systems for decades be-
yond their initially projected lifecycle is here to stay and will be es-
sential to meeting military readiness needs. Military depots have
proven their value to the taxpayer for efficiently sustaining sys-
tems that are no longer profitable or no longer cost-effective to
maintain in the private sector. During peacetime or war, military
depots meet military readiness requirements and provide critical
and necessary skill sets on time and on budget.

Acquisition reform should reaffirm the value of military core
statutes and the longstanding balance of workload between mili-
tary depots and the private sector. These key provisions in existing
law, when vigorously enforced, will ensure that the vital security
interests of the United States military are met through the mainte-
nance of a healthy defense industrial base, even during a time of
declining budgets.

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. That
said, duplicative programs, programs unrelated to vital U.S. na-
tional 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 gives priority to pro-
grams that are both integral to the core mission and that effec-
tively and efficiently achieve desired outcomes.

From World War II, through the end of the Cold War, and into
the 21st century, the United States has remained essential to the
security of its allies and the international community.46 The U.S.
is vital to international peace, security, stability, and the spread of
democracy and freedom. America needs to maintain a diplomatic
and economic engagement in the world that will ensure its “prin-
ciples of democracy, opposition to aggression and intimidation by
authoritarian regimes, and a strong assistance program that as-
sists allied partners.” 47

According to the Committee on Foreign Affairs, reducing poverty
through economic growth is a “key objective of the U.S. national se-
curity strategy and core responsibility of the Federal departments
and agencies implementing U.S. foreign assistance programs.” 48
The failure to properly manage foreign aid resources will not only

46The Foreign Policy Initiative, Foreign Policy 2015, 30 September 2015, http:/
foreignpolicyi.org/files/uploads/images/2015-09-30-Foreign%20Policy%202015.pdf.

47 Thbid.

48 Committee on Foreign Affairs, U.S. House of Representatives, Views and Estimates, 4 Feb-
ruary 2016.
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doom U.S. development programs, but will also continue the cycle
of dependence on U.S. foreign aid.4®

The United States and its citizens face grave new threats, and
must “refrain from pursuing a protectionist and isolationist re-
treat.” 50 The new challenges America faces today require a “vision
and policies anchored not in the fatalism of U.S. decline, but rather
in a renewed commitment to a strong and enduring American glob-
al leadership.” 51

For this budget category (Function 150 in the summary tables),
the budget resolution proposes a total of $39.8 billion in budget au-
thority and $43.7 billion in outlays for fiscal year 2017. 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
State, Agriculture, and the Treasury; the U.S. Agency for Inter-
national Development [USAID]; and the Millennium Challenge
Corporation. Over 10 years the budget totals are $405.4 billion in
budget authority and $401.2 billion in outlays.

The majority of the funding is discretionary spending, which is
$35.8 billion in budget authority and $45.3 billion in outlays for fis-
cal year 2017. Direct spending in this function—totaling $4.0 bil-
lion in budget authority and —$1.6 billion in outlays for fiscal year
2017—includes loan guarantee programs, payments to the Foreign
Service Retirement and Disability Fund, and foreign-military sales
programs. The negative figures reflect receipts from foreign-mili-
tary 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 cat-
egory called Overseas Contingency Operations/Global War on Ter-
rorism.

Reorganize the Department of State

The Constitution invests foreign-policymaking power in the
President by granting that office the authority to negotiate treaties
and appoint ambassadors. To assist the President in discharging
his foreign affairs duties, the Congress in 1789 created the Depart-
ment of State, the first executive department established.52 The
core responsibilities of the Department’s Secretary are diplomacy,
providing foreign policy advice to the President, understanding the
international environment, and advancing U.S. interests abroad.53

An effective American foreign policy depends on a strong State
Department, but strategic guidance and accountability are hard to
find. State’s diminished relevance can be attributed to failings in

49 Tbid.

50The Foreign Policy Initiative, op cit.

51 Thid.

527U.S. Department of State, “Duties of the Secretary of State,” 20 January 2009: http:/
www.state.gov/secretary/115194.htm.

53 Ibid.
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three principal areas: human resources, programs, and the Depart-
ment’s organizational structure.54

As identified in the Department’s Quadrennial Diplomacy and
Development Review [QDDR] of 2015, the Department needs to
modernize how it recruits or acquires necessary skill sets and in-
vest in training for employees to meet current and forthcoming
challenges.55 The Department is unable to pivot from crisis to crisis
efficiently as obsolete skill sets cannot be downsized to create room
for those in demand. Currently, the Department does not give pri-
ority to the training of its employees, especially with respect to
leadership skills. As a result, Department staff members do not
build expertise commensurate with their private sector counter-
parts.

The 2015 QDDR identified the need to “deepen expertise in plan-
ning and performance management.”56 This is especially true with
respect to how the Department deploys foreign assistance pro-
grams. Currently, monitoring and evaluation of Department pro-
grams is sporadic and does not inform future programming deci-
sions. The Department’s goals and objectives are vague or broad to
the point that they could not reasonably be identified. At the coun-
try level, goals such as encouraging a given country to become
more democratic are empty and provide no strategic guidance on
implementation.57 At the program level, every program is deemed
a success because goals are quantitative (e.g. number of people
trained or textbooks distributed) rather than qualitative. As a re-
sult, foreign assistance funding does not advance discrete foreign
policy objectives, and only anecdotal success is identifiable. To date,
only one country (Greece) has ever “graduated,” or advanced on
both the political and economic scale, to warrant an end to U.S. for-
eign assistance.?® Such stark figures should call into question the
entire foreign assistance model as currently employed by the De-
partment of State.

With the increase in crises around the world, the Department
has assumed new responsibilities leading to an ever-expanding bu-
reaucracy, now desperately in need of rightsizing. While the num-
ber of assistant secretary positions is capped by Congress at 24, the
Department has vastly increased its use of “special envoys,” “am-
bassadors-at-large,” “special advisers,” and “coordinators.” 59 Issues
that are naturally cross-regional or cross-functional are given their
own office or bureau and associated budget thereby creating redun-
dancy with existing offices and activities. The Department has
struggled to reduce these areas of overlap as bureaus and offices
fiercely protect budgets and resources.

The Department is now approaching a period of transition and
new leadership, providing a natural opportunity to undertake far-
reaching, and long overdue, reforms. In addition to the three areas
addressed above, State should consider other reforms that have
been initiated but remain incomplete. For example, integrating

54 Quadrennial Diplomacy and Development Review, Enduring Leadership in A Dynamic
ngllu{), 3015: http.//www.state.gov/documents/organization/241429.pdf.
10.
56 Thid.
57 Ibid.
58 Thid.
59 Tbid.
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USAID into the Department of State will enable the U.S. to struc-
ture more effective foreign assistance programs. When it comes to
advancing democracy, which is inherently tied to America’s diplo-
macy, USAID will be best served by being integrated into a single
entity responsible for all of America’s foreign policy.

Illustrative Discretionary Spending Policy Options

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

Reform Food Aid. One of the areas where the international af-
fairs 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 assist-
ance abroad and supports development programs in developing na-
tions. Its failings result primarily from enduring program con-
straints, including the cargo preference (which dictates at least 50
percent of food aid must be shipped on U.S. flagged vessels). Other
impediments include the requirement that 100 percent of food com-
modities be produced in the U.S., and monetization requirements,
the practice of selling U.S. commodities on foreign markets to fund
development projects. Several bipartisan efforts have called for re-
forming food programs. According to a 2011 report by the Govern-
ment Accountability Office [GAO], the practice of monetization
loses an average of 25 cents of every dollar spent on food aid.6°
This budget therefore endorses food aid reforms to get maximum
benefit out of every dollar spent on this program.

Overhaul the Broadcasting Board of Governors. For years, the
Office of the Inspector General and the Government Accountability
Office have noted inefficiencies and redundant bureaucratic struc-
tures within the Broadcasting Board of Governors [BBG]. This
budget calls for overhauling the governing structure and organiza-
tion of the BBG, with a reduction in funds until such changes are
made. The BBG, which became an independent entity in 1998, is
responsible for directing and overseeing all U.S. international
broadcasting services, such as Voice of America. BBG is mostly
known for programs that educate the world on American culture,
society, and governance, in addition to promoting democratic prin-
ciples such as human rights and religious freedom. While inter-
national broadcasts can be an effective tool in executing America’s
foreign policy objectives, BBG fails to efficiently implement its mis-
sion due to egregious mismanagement, lack of accountability, and
program overlap. In July 2014, the House passed H.R. 4490, the
United States International Communications Reform Act of 2014,
a bipartisan reform bill that addresses these problems to improve

60 Government Accountability Office, International Food Assistance: Funding Development
Projects through the Purchase, Shipment, and Sale of U.S. Commodities Is Inefficient and Can
Cause Adverse Market Impacts, 23 June 2011.
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the management and effectiveness of BBG programs. The Com-
mittee on Foreign Affairs reiterates the critical need to reform the
BBG: “In order to confront the challenges posed by Islamic State
and Russian propaganda, among others, Congress must first fix the
organization charged with leading this effort.” 61 Consequently, this
budget supports a reduction in funding for BBG until significant
reforms are made as to safeguard taxpayer dollars from continued
waste at the hands of governmental mismanagement.

Eliminate Contributions to the Clean Technology Fund and the
Strategic Climate Fund. The Obama Administration created the
Clean Technology and Strategic Climate Funds in 2010. They pro-
vide foreign assistance to support energy-efficient technologies in-
tended to reduce energy use and mitigate climate change. Bor-
rowing funds abroad to provide financial assistance in this area is
not a core U.S. foreign policy function—especially during times of
large and mounting debt. In addition, the government should not
attempt to pick winners and losers in terms of which technologies
and companies to favor and advance abroad. Both programs should
be considered for elimination.

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 often duplicate
funding provided in the Contributions to International Organiza-
tions [CIO] account, which makes payments to organizations pursu-
ant to treaties the United States has signed. Further, United
States contributions 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, making taxpayer dollars sus-
ceptible to fraud, waste, and abuse.62 Although this budget fully
funds the CIO account, it does not support voluntary contributions
for the International Organizations and Programs account, includ-
ing contributions to the UNDP.

61 Committee on Foreign Affairs, U.S. House of Representatives, Views and Estimates, 4 Feb-
ruary 2016.

62 John F. Sopko, Special Inspector General for Afghanistan Reconstruction, letter to Helen
Clark, UNDP Administrator, 12 September 2014: http:/www.sigar.mil/pdf/special%20projects/
SIGAR-14-98-SP.pdf.
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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 with non-government funds.

Make the Millennium Challenge Corporation Lead Agency on For-
eign-Development Assistance. The United States has two primary
foreign-development assistance programs: USAID’s Development
Assistance program and the Millennium Challenge Corporation
[MCC].63 Funding for foreign aid and helping other nations rise to-
ward prosperity keep the United States safe and strengthen the
economy by establishing new trading partners and markets. Such
development assistance is worthwhile, 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
{:hroughout U.S. development-assistance programs include the fol-
owing:

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;

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

¢ 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
freedom, and other MCC requirements, to qualify for a compact—
and the effectiveness of this approach appeared early on. For exam-
ple, in July 2007 the MCC signed a compact with Lesotho only
after the country passed the Legal Capacity of Married Persons Act
in 2006 that ensured married women, who had previously been le-
gally categorized as minors, were granted basic economic, financial,
and social rights.64 In 2010, USAID announced a reform agenda,
USAID Forward, and claims to be in the process of adopting more

63 Committee on Foreign Affairs, U.S. House of Representatives, Views and Estimates, 4 Feb-
ruary 2016.

64 Millennium Challenge Corporation, “One Step Closer to Achieving Gender Equality in Leso-
tho,” 2013: https://www.mcc.gov/our-impact/story/story-one-step-closer-to-achieving-gender-equal-
ity-in-lesotho.
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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 generates the most
benefits for the taxpayer dollar. For these reasons, the committees
of jurisdiction should consider making MCC the lead agency on for-
eign-development 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.

OVERSEAS CONTINGENCY OPERATIONS/
GLOBAL WAR ON TERRORISM

Function Summary

This category reflects non-enduring funding for the execution of
Global War on Terrorism [GWOT] and other closely related activi-
ties, also known as Overseas Contingency Operations [OCO]. It
provides funding for Department of Defense military operations
and for the incremental civilian activities in Afghanistan, Pakistan,
and Iraq led by the Department of State and the U.S. Agency for
International Development [USAID]. The funding is entirely discre-
tionary, with no direct spending components.

The resolution calls for $73.7 billion in total budget authority
and $38.5 billion in new outlays in fiscal year 2017 for OCO/GWOT
(shown in Function 970 in the summary tables). This funding level
is consistent with the Bipartisan Budget Act of 2015. Due to the
evolving nature of contingency operations, if the administration de-
termines additional funds are needed to execute the war mission,
the President should request supplemental funding as he deems
necessary for these defense operations only.

Policy Assumptions

Base Defense Requirements. Russian aggression and the growing
threats of the Islamic State in the Middle East shape the param-
eters of an increasingly complex and challenging security environ-
ment. Out of the total OCO funding level of approximately $74 bil-
lion for fiscal year 2017, this resolution assumes $23 billion of
these funds will be used for base defense requirements. Combined
with the $551 billion in base National Defense funding (Function
050), the total spending level for base defense requirement needs
for fiscal year 2017 is $574 billion. This is consistent with the fund-
ing level provided in H. Con. Res. 27, the Concurrent Resolution on
the Budget—Fiscal Year 2016.
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Budgeting for OCO. Funding provided in the OCO/GWOT budg-
et, if enacted, will occur 16 years after the 9/11 terrorist attacks
on the United States, which triggered wars in Afghanistan and
Iraq. Consistent with the administration’s plan, this budget sup-
ports phasing out the Overseas Contingency Operations/Global War
on Terrorism designation for both defense and civilian programs,
and assumes a transition to base budget funds in future years.

OCO Transparency. All Federal program funding should be fully
transparent and subject to agency accountability and congressional
oversight. For both defense and civilian efforts in the frontline
states funded with OCO monies, this budget supports full trans-
parency of where the funds have been spent in the past, the
present, and, if applicable, the future. The committees of jurisdic-
tion have ably enforced such requirements, including section 1534
of the Fiscal Year 2016 National Defense Authorization Act, which
calls for a Comptroller General report on the use of OCO operation
and maintenance funds for base requirements.65

VETERANS BENEFITS AND SERVICES

Function Summary

The Department of Veterans Affairs provides an array of benefits
to veterans and their families, including disability compensation
and pensions, education benefits, survivor benefits, medical treat-
ment, life insurance, vocational rehabilitation, and burial and me-
morial benefits. The benefits are provided through three adminis-
trative agencies: the Veterans Health Administration, the Veterans
Benefits Administration, and the National Cemetery Administra-
tion.

The VA budget includes both discretionary and direct funding.
Discretionary accounts fund medical care, medical research, con-
struction programs, information technology, and general operating
expenses, among other things. Direct spending accounts fund dis-
ability compensation, pensions, vocational rehabilitation and em-
ployment, education, life insurance, housing, and burial benefits,
among other benefits and services.

The budget resolution calls for $174.8 billion in total budget au-
thority and $182.0 billion in total outlays in fiscal year 2017. Dis-
cretionary spending is $74.7 billion in budget authority and $74.7
billion in outlays in fiscal year 2017, about 4 percent higher than
last year’s levels for VA’s discretionary budget. Direct spending in
fiscal year 2017 is $100.0 billion in budget authority and $107.4
billion in outlays. The 10-year totals for budget authority and out-
lays are $2.0 trillion and $2.0 trillion, respectively. This resolution
accommodates up to $66.4 billion for fiscal year 2018 in discre-
tionary advance appropriations for medical care, consistent with
the Veterans Health Care Budget and Reform Transparency Act of
20009.

65The National Defense Authorization Act for Fiscal Year 2016, (Public Law 114-92), section
1534.
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A Culture of Mismanagement and Wasteful Spending

For years, the Department of Veterans Affairs [VA] has been
plagued with problems in health care delivery, business processes,
and performance across the country. These are the products of
growing bureaucratic mismanagement, in addition to leadership
and staffing failures. In 2015, the Government Accountability Of-
fice added both VA health care and information technology acquisi-
tions to their High-Risk List, which calls attention to “agencies and
program areas that are high risk due to their vulnerability to
fraud, waste, abuse, and mismanagement, or are most in need of
transformation.” 66

The following examples highlight why GAO views the VA as high
risk.

e VA Medical Construction Projects. The Department of Vet-
erans Affairs medical center in Aurora, Colorado cost tax-
payers $1.7 billion in 2015, more than $1 billion over budg-
et.67:68 According to an April 2013 GAO report, “VA’s largest
medical center construction cost increases ranged from 59 per-
cent to 144 percent, with a total cost increase of nearly $1.5
billion and an average increase of approximately $366 million
per project. The schedule delays ranged from 14 to 74 months
with an average of 35 months per project.” 69

¢ VA Information Technology Systems. In 2015, the VA Inspec-
tor General highlighted VA information technology [IT] sys-
tems development—of which the Veterans Benefit Manage-
ment System [VBMS] is a component—as a “long-standing
high-risk challenge, susceptible to cost overruns, delays, per-
formance problems, and, in some cases, complete project fail-
ures.” 70 The Veterans Benefits Administration [VBA] reported
it has made progress in reducing the backlog claims through
VBMS; nevertheless, recent audits and reports contradicted
that claim and did not attribute the decrease in backlogs spe-
cifically to VBMS. Further, the VBMS budget increased from
$580 million in 2009 to $1.3 billion in 2015, with no end in
sight. Even with a 122-percent increase in funding to end the
backlog, VBMS continues to fail in providing needed services.

e Contract Regulation Noncompliance. In 2015, a 35-page docu-
ment addressed to VA Secretary McDonald detailed how VA of-
ficials made $6 billion in medical supply purchases that were
in direct violation of Federal contracting rules.”* The document

66 (i)ogernment Accountability Office, High-Risk Series: An Update, February 2015.

671bid.

68“Cost of Aurora veteran’s hospital leaps to $1.73 billion,” The Denver Post, 18 March 2015:
http://www.denverpost.com/news/ci_27730588/cost-aurora-veterans-hospital-leaps-1-73-billion;
and “VA’s Colorado hospital has a ‘shocking’ sticker price: $1.7 billion. Yes, billion,” The Wash-
ington Post, 18 March 2015: https://www.washingtonpost.com/news/federal-eye/wp/2015/03/18/
vas-colorado-hospital-has-a-shocking-sticker-1-7-billion-yes-billion/.

69 Government Accountability Office, VA Construction Additional Actions Needed to Decrease
Delays and Lower Costs of Major Medical-Facility Projects, April 2013: http://www.gao.gov/as-
sets/660/653585.pdf.

70VA Office of Inspector General, Department of Veterans Affairs Follow-up Review of the Vet-
erans Benefits Management System, 14 September 2015: http:/www.va.gov/oig/pubs/VAOIG-13—
00690-455.pdf.

71“Senator asks VA Chief about ‘continuing culture of chaos’ that fails veterans,” The Wash-
ington Post, 22 June 2015: https://www.washingtonpost.com/news/federal-eye/wp/2015/06/22/sen-
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also described a culture of lawlessness and chaos at the Vet-
erans Health Administration [VHA]. The VA’s failure to abide
by Federal contracting regulations makes taxpayer dollars
more susceptible to fraud, waste, and abuse and is unaccept-
able.

The Way Forward

VA needs to adopt a new way of thinking to address its most
challenging problems, such as ensuring access to health care, qual-
ity and delivery of programs, and cost management. All programs
should maximize net benefits, and be cost- and target-efficient.

All VA programs vulnerable to significant moral hazard should
require adequate cost sharing to assure that beneficiaries commit
enough of their own resources to act responsibly, with amounts
scaled to what they can afford. Reducing moral hazard on the part
of government agencies and program beneficiaries is one of many
ways to improve VA programs.”’2 Last, Congress should require any
VA rule or regulation with an annual economic impact of $100 mil-
lion or more to come before Congress for an up-or-down vote before
that rule or regulation takes effect.”3

VA should conduct a thorough analysis to sort out and reassess
its missions based on their importance, difficulty, and past success.
VA leaders can achieve this by thinning out the bureaucracy by,
among other things, reducing the number of layers between top
and bottom employees; reducing the number of managers; accel-
erating the hiring and appointments processes (working alongside
the Congress where appropriate); streamlining the disciplinary
process; refining performance measure metrics; and strengthening
oversight and contract administration of government private em-
ployee contracts.74

The agency also needs personnel reforms. VA’s workforce is in se-
rious crisis, experiencing a long-term decline in quality, account-
ability, vision, energy, and professional commitment. No organiza-
tion or Federal agency can function effectively without maintaining
an effective workforce—and that includes disciplining employees
when necessary. At the VA, however, it is nearly impossible to fire,
demote, or suspend staff members (civil servants and Senior Execu-
tive Service [SES]).7”> The Veterans Committee Chairman remains
a strong advocate of providing the VA with authority to take such
actions when justified.

Another way to hold SES and supervisors accountable is to
change the positions from the General Schedule to a GG schedule
(excepted service). Within the intelligence community, each intel-
ligence organization (i.e., the Defense Intelligence Agency, the Na-
tional Geospatial-Intelligence Agency, the National Security Agen-

ator-t/o-va-chief-what-are-you-doing-to-address-continuing-culture-0f-chaos-that-fails-our-vet-
erans/.

72 Peter H. Schuck, Why Government Fails So Often and How It Can Do Better, 2014.

73 Neil Siefring, “The REINS Act will keep regulations and their costs in check,” The Hill. 16
February 2016: http:/thehill.com/blogs/pundits-blog/economy-budget/250178-the-reins-act-will-
keep-regulations-and-their-costs-in; and Passage of H.R. 427 (H. Rept. 114-214), the Regulations
from the Executive in Need of Scrutiny Act of 2015 (REINS Act), (H.R. 427, H. Rept. 114-214):
https:/www.congress.gov/bill/114th-congress/house-bill/427.

74 Schuck, op. cit.

75 Ibid.



76

cy, and the National Reconnaissance Office) uses the GG schedule
that enables the agencies to dismiss employees that do not meet
performance goals.

Without these steps, the consequences will be an increasingly de-
moralized, poorly equipped, and undisciplined VA workforce. These
VA civil servants and Senior Executive Service employees are, after
all, the implementers and ultimate instruments of the VA’s poli-
cies, and if they are not up to the job, then neither is the VA.

As Congress continues to operate under statutory spending caps,
all agency budget submissions should receive congressional scru-
tiny to ensure that every taxpayer dollar requested is thoroughly
justified and used effectively and efficiently. Exposing funds to mis-
management is not an option during times of fiscal restraint. More-
over, continuing to throw more money at a dysfunctional agency
that refuses to be transparent and accountable, without significant
reforms, is a disservice to all veterans and the public.

Illustrative Policy Options

While specific policy decisions will fall to the Committee on Vet-
erans’ Affairs and the Appropriations Subcommittee on Military
Construction, Veterans Affairs, and Related Agencies, the following
options reflect ways to apply the principles described above.

DISCRETIONARY SPENDING

Limit Awards and Bonuses. In 2014, the Department of Veterans
Affairs awarded more than $142 million in cash bonuses, in addi-
tion to $276 million for items including retention and relocation
payments and rewards for saving money on travel and inventive
ideas.”® Incredibly, the VA leadership made these awards the same
year that the VA’s health scandal denied veterans access to VA
health care. Committee on Veterans’ Affairs Chairman Miller has
been spearheading VA bonus reform and warned: “Until VA leaders
learn this important lesson and make a commitment to support
real accountability at the Department, efforts to reform VA are
doomed to fail.” 77 This budget option calls for reducing the aggre-
gate amount of awards and bonuses paid to VA employees by 30
percent. This option was also included in the House-passed H.R.
294 Iéong-Term Care Veterans Choice Act with bipartisan sup-
port.”

Consolidate VA’s Transition Assistance Program Goals, Plans,
Success Program with Other Federal Agencies. Redundant Federal
programs are leading to million, if not billions, in wasteful spend-
ing. At a time of increased budget pressure, American taxpayers

76 Martin Matishak, “Still Mired in Scandal, VA Awards $142 Million in Bonuses,” The Fiscal
Times, 11 November 2015: http://www.thefiscaltimes.com/2015/11/11/Still-Mired-Scandal-VA-
Awards-142-Million-Bonuses; Donovan Slack and Bill Theobald, “Veterans Affairs pays $142
million in bonuses amid scandals,”. USA Today, 11 November 2015: http://www.usatoday.com/
story/news/politics/2015/11/11/veterans-affairs-pays-142-million-bonuses-amid-scandals/
75537586/; Anna Giaritelli, “VA gave 156,000 employees $142 million bonuses in 2014,” the
Washington Examiner, 11 November 2015: http://www.washingtonexaminer.com/va-gave-156000-
employees-142-million-in-bonuses-in-2014/article/2576155.

77Rep. Jeff Miller, Miller Newsletter, 15 November 2015:

http://jeffmiller.house.gov/news/email/show.aspx?1D=Z5MPA3CVK5FYYORBX7RZEZH4KM

78 Congressional Budget Office cost estimate for H.R. 294, the Long-Term Care veterans
Choice Act, 2 March 2015: https://www.cbo.gov/sites/default/files/114th-congress-2015-2016/
costestimate/hr2940.pdf.
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cannot afford to keep buying the same service twice. The Transi-
tion Assistance Program Goals, Plans, Success Program [TAP GPS]
is designed to facilitate service members’ transition to civilian life
and is governed by a working group from the Departments of De-
fense, Education, and Labor [DOL], the Small Business Adminis-
tration, and the Office of Personnel Management. The working
group designs the curriculum composed of a 5-day core class fo-
cused on job hunting skills and VA benefits plus the optional 2-day
course focused on education, small business, and trades training.
TAP GPS is taught largely by contractors hired by DOL and VA.
Unfortunately, instead of combining the training curricula require-
ments into one overarching contract, VA and DOL have awarded
separate contracts, thus doubling the overhead costs. Additionally,
VBA leaders have shifted TAP GPS funding to cover the costs of
other VA non-statutory job placement programs unrelated to the
statutory TAP GPS program. This option would consolidate dupli-
cative VA and DOL transition programs to achieve greater service
member and veteran transition results.

Establish Accountability Standards for the Veterans Benefits
Management System. In 2009, VBA initiated efforts to address the
disability claims backlog by modernizing the way it receives and
processes benefits claims. The VBA proposed a multi-pronged
transformation to retrain, reorganize, and streamline business
processes, in addition to building and implementing technology so-
lutions including the Veterans Benefits Management System
[VBMS]. The intent of transitioning to a paperless claims process
is to enable a more efficient workflow by reducing processing time
and minimizing rating inconsistencies and errors.

According to the Committee on Veterans’ Affairs, VBMS suffers
from a range of program problems including inadequate cost con-
trol, unplanned changes in system and business requirements, inef-
ficient contracting practices, and lack of a concrete plan to decom-
mission redundant legacy systems.”® VBMS Program Management
Office reports significant increases of VBMS life-cycle costs from
$580 million in September 2009 to about $1.5 billion in January
2015.80 As a result, the VA cannot ensure an effective return on
its investment to taxpayers and the total VBMS system develop-
ment cost remains unknown. The VA needs to properly address the
above problems if it is to decrease the disability claims backlog.
Until the VBA and the VA’s Office of Information Technology are
able to deliver a reasonable and cost-efficient path forward, includ-
ing an objective and true scope of milestones and progress, VBMS
resources should be frozen at current levels. This budget option
would freeze current funding levels for VBMS until the VA success-
fully creates benchmarks that would ensure proper progress, good
governance, and efficient spending on this program.

Allow Veterans to Deposit Disability Compensation into the Thrift
Savings Plan. Similar to a civilian 401k plan, the Thrift Savings
Plan [TSP] is a government-sponsored retirement program that al-

79 Committee on Veterans’ Affairs, U.S. House of Representatives, Fiscal Year 2017 Views and
Estimates, 5 February 2015.

80VA Office of Inspector General, Department of Veterans Affairs: Follow-up Review of the Vet-
eroéns Beneﬁt&sfManagement System, 14 September 2015: http://www.va.gov/oig/pubs/VAOIG-13—
00690-455.pdf.
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lows Federal employees and military personnel to save money for
retirement. Once separated from military service, veterans are un-
able to continue contributions into their TSP accounts unless em-
ployed by the Federal Government.81 Many non-retired veterans
face obstacles that may delay—or prevent—financial success. Ac-
cording to a 2014 National Foundation for Credit Counseling sur-
vey, service members are more likely to rely or misuse credit cards
than their civilian counterparts leading to higher debt when they
transition out of the military.82 The survey also found 77 percent
of service members worry about lack of savings to cover unexpected
expenses, cover retirement, and being able to make debt payments
on time.83 This option would allow non-retired veterans the oppor-
tunity to invest their disability compensation into a TSP account,
providing these individuals an opportunity to plan for their future
retirement.84 All veterans, not just retirees, should have access to
the TSP benefit.

Improve Oversight of Certain Contractual Arrangements. Accord-
ing to a 2015 GAO report to the Chairman of the Veterans’ Affairs
Subcommittee on Oversight and Investigations, the VA could not
produce proper documentation identifying the extent to which it
used interagency contracts for services provided by another agency
in fiscal years 2012 through 2014.85 While the VA claims it obli-
gated about $1.7 billion to other government agencies between fis-
cal years 2012 through 2014,86 GAO’s analysis of VA’s accounting
system data found the total amount transferred over the same time

eriod was between $2.3 billion and $2.6 billion, a difference of

600 million to $900 million.87 These inconsistences place the VA
resources at risk of fraud, waste, and abuse. The GAO report found
documentation from the VA’s contract management and accounting
systems were incomplete and the VA’s management of contract
awards lacked justification for granting interagency contracts. This
option would require the VA to reconcile data between the contract
management and accounting systems, review interagency contracts,
and ensure all interagency contracts are properly reviewed and
documented in both systems.

DIRECT SPENDING

Modify Housing Stipend Paid to Children Who Use Transferred
Post-9/11 GI Bill Education Benefits. The GI Bill’s primary use is
assisting a veteran’s reintegration into civilian life by providing the
education and skills necessary to gain meaningful employment
after military service. To provide both a recruiting and retention

81 David Goldich, “Substance Over Sound Bite: Better Veterans Policy In The NDAA,” 1 Octo-
b}tlar ZdOlaf}: http://warontherocks.com/2015/10/substance-over-sound-bite-better-veterans-policy-in-
the-ndaa/.

82Harris Poll, A Survey about Financial Literacy Among the U.S. Military, .The survey re-
flects service members concerns prior to their transition to veteran status. Poll, Harris (2014).
A Survey about Financial Literacy Among the U.S. Military, prepared for The National Founda-
tion for Credit Counseling, undated: https:/www.nfcc.org/wp-content/uploads/2013/06/
NFCC_Pioneer Military Survey DATASHEET and KEY FINDINGS 0517141.pdf

83 Ibid.

84 Goldich, op. cit.

85 Government Accountability Office, Veterans Affairs Contracting: Improved Oversight Needed
for Cei)rtdain Contractual Arrangements, July 2015: http:/gao.gov/assets/680/671116.pdf.

86 Ibid.

87 Ibid.
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incentive, the Post-9/11 GI Bill allows each military service to de-
termine which service members who meet the statutory eligibility
requirements to transfer all or some of their education benefits to
their dependents. Instead of targeting the benefit to retain service
members with critically needed skills, the services have made eligi-
ble all service members who qualify under the time-in-service re-
quirements. Notably, the Military Compensation and Retirement
Modernization Commission suggested eliminating the housing sti-
pend paid to children. This option would revert the Post-9/11 GI
Bill back to its original intent by focusing resources on veterans re-
adjusting into society post military career.

Prevent VA from Providing Unlimited Amounts for Flight Train-
ing at Public Schools. Brought to Congress’ attention by the VA,
Veterans Service Organizations [VSOs], and the National Associa-
tion of State Approving Agencies [NASAA], some flight schools are
exploiting an aviation training tuition loophole in the Post-9/11 GI
Bill.88 Some institutions of higher learning have applied extreme
costs for flight fees as there are no caps in place for such institu-
tions with third-party flight contractors. According to representa-
tives from NASAA, some student veterans are taking flight classes
as electives with no cost cap for flight fees.89 In response to con-
cerns from stakeholders regarding this loophole, the Chairman of
the Veterans’ Affairs Subcommittee on Economic Opportunity in-
troduced legislation grandfathering current flight school students’
tuition for 2 years and making improvements to veterans’ edu-
cational assistance. In 2016, the measure passed the House on a
bipartisan basis. This option reflects the provision in the legislation
that applies a tuition cap for flight programs at public institutions
of higher learning that is consistent with other veterans’ edu-
cational programs.?© A similar option was also included in the
President’s fiscal year 2017 budget request.

Round Down Annual Cost-of-Living Allowance to the Next Lower
Whole Dollar. This option would require VA to round down in-
creases in the monthly compensation rate resulting from an annual
cost-of-living adjustment [COLA] to the next lower whole dollar.
The VA would apply this round down to both disability compensa-
tion and dependency and indemnity compensation payments. A
similar requirement expired at the end of 2013 and this option
would reinstate this policy. It has also been included in the Presi-
dent’s requests for the past 5 years.

Reconcile and Properly Manage Concurrent VA and Military Drill
Compensation. Under statute, reservists and National Guard mem-
bers are prohibited from receiving VA compensation or pension
benefits and military drill pay concurrently.®! According to a 2014

88 Curtis L. Coy, Deputy Under Secretary for Economic Opportunity, Veterans Benefit Admin-
istration, testimony before the House Veterans’ Affairs Subcommittee on Economic Opportunity,
19 November 2014: https://veterans.house.gov/witness-testimony/mr-curtis-l-coy-7. The Iraq and
Afghanistan Veterans of America, the American Legion, and the Veterans of Foreign Wars all
support closing this loophole.

89Thid.

9The Veterans Employment, Education, and Healthcare Improvement Act (H.R. 3016):
https:/www.congress.gov/bill/114th-congress/house-bill/3016/text.

91Title 10—Armed Forces, Subtitle E—Reserve Components, Part II Personnel Generally,
Chapter 1209—Active Duty, Sec. 12316—Payment of certain Reserves while on duty: https:/

Continued
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VA Inspector General’s report: “VA did not process VA benefit off-
sets to disability compensation benefits in a timely manner when
reservists earned drill pay concurrently during fiscal years 2011
and 2012.” The report also found VBA’s VA compensation and mili-
tary drill unprocessing rates for fiscal years 2011 and 2012 were
not significantly different from a similar 1997 VA Inspector Gen-
eral’s audit. Therefore, it is likely the VBA has not processed offset-
ting claims since 1997.92 This budget option calls for immediate re-
covery of all offsets from previous fiscal years in addition to en-
hanced oversight to ensure the VA follows the law and collects drill
pay offsets in a timely manner.

Reconcile Post-9/11 GI Bill Monthly Housing Allowance and
Book Stipend Payments. The size of the current Post-9/11 GI Bill
program and its associated financial risks are of great concern. In
2013, VBA paid about $5.4 billion in housing allowances and book
stlpends to approximately 789,000 students. The VA’s Inspector
General found about $41 million in improper or inaccurate pay-
ments.?3 This option would require Congress to align education
service recovery procedures with Federal regulations, and require
the VA to review and reconcile book stipend collection procedures,
and collect outstanding improper payments.

Temporarily Reduce VA Reporting Fees to Postsecondary Edu-
cation Institutions. The VA pays schools a reporting fee based on
the number of students receiving VA educational benefits. Title 38
U.S. Code § 3684 mandates that reporting fees must be used for the
purpose of certifications or otherwise supporting programs for vet-
erans.?* The usage and application of reporting fees has been less
and less scrutinized. Many institutions have used the reporting
fees as an offset to their overall budget and personal staff salaries.
This option would require the VA to verify proper usage of report-
ing fees during every compliance survey and audit. This option was
also included in Senate-passed legislation, with bipartisan sup-
port.95

Recover Post-9/11 GI Bill Education Overpayments. VA provided
$11 billion in Post-9/11 GI Bill education benefits to almost 800,000
veterans in fiscal year 2015.96 According to a GAO report in 2015:
“VA identified $416 million in Post-9/11 GI Bill overpayments in
fiscal year 2014, affecting approximately one in four veteran bene-

www.gpo.gov/fdsys/granule/USCODE-2011-title10/USCODE—2011-title10-subtitleE-partII-
chap1209-sec12316, and Title 38, Veterans’ Benefits, Part IV—General Administrative Provi-
sions, Chapter 53—Special provisions relating to benefits, section. 5304, Prohibition against du-
plication of benefits.

92VA Office of Inspector General, Veterans Benefits Administration: Audit of the Management
of Concurrent VA and Military Drill Pay Compensation, 3 June 2014: http://www.va.gov/oig/
pubs/VAOIG-13-02129-177.pdf.

93VA Office of Inspector General, Veterans Benefits Administration: Audit of Post-9/11 G.I.
Bill Monthly Housing Allowance and Book Stipend Payments, 11 July 2014: http://www.va.gov/
0ig/pubs/VAOIG-13-01452-214.pdf.

94 Title 38—United States Code Veterans’ Benefits (Public Law 112-7), § 368.

https://veterans.house.gov/sites/republicans.veterans.house. gov/ﬁles/documents/T1t1e%2038—
SCRAPrint3.pdf.

95 Congressional Budget Office, Cost Estimate for S. 1203 the 21st Century Veterans Benefits
Delivery and Other Improvements Act, 1 October 2015:

https://www.cbo.gov/sites/default/files/114th-congress-2015-2016/costestimate/s1203.pdf.

96 Government Accountability Office, Post-9/11 G.I. Bill: Additional Actions Needed to Help
Reduce Overpayments and Increase Collections, October 2015: http:/www.gao.gov/assets/680/
673230.pdf.
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ficiaries and about 6,000 postsecondary institutions of higher edu-
cation.” The VA was able to recover $264 million, but has still
failed to collect the remaining $152 million in overpayments from
fiscal year 2014, and an additional $110 million from prior years.97
This option would require VA to do the following: (1) recover Post-
9/11 GI Bill education overpayments; (2) address overpayments to
student veterans and institutions of higher learning; and (3) im-
prove its notification process with student veterans and those insti-
tutions.

Reinstate Eligibility Verification Reports for Pension Benefits. In
December 2012, VBA officials discontinued requesting eligibility
verification reports [EVRs]. Under this change, veterans and bene-
ficiaries do not have to submit an annual EVR to prove eligibility
and continue receiving pension payments.?® Eliminating EVRs rep-
resents a serious risk to VA that it will not receive changes that
affect eligibility. This option would require VA to implement Pen-
sion and Fiduciary Service procedures that confirm veteran and
beneficiary eligibility, and implement a plan to reduce the amount
of oggrpayments due to the changes in income and dependency sta-
tus.

Review All Temporary 100-Percent Disability Evaluations. Ac-
cording to a 2014 Inspector General’s report, the Veterans Benefits
Administration has not correctly assessed and monitored 100-per-
cent disability evaluations, and failed to ensure each temporary
100-percent evaluation had a future examination date in the vet-
eran’s record. In addition, the report estimates the VBA paid more
than $85 million in improper disability compensation benefits with-
out medical evidence. The VBA’s continued failure to conduct time-
ly reviews of these evaluations will result to an estimated $222.6
million in unsupported payments over the next 5 years.100 This op-
tion calls for Congress to change regulations and require the VA
to monitor temporary 100-percent disability evaluations and allow
it to recover payments made in error.

ADMINISTRATION OF JUSTICE

Function Summary

In the 15 years since 9-11, Americans have grown accustomed to
living in an environment of enhanced security. Airports, govern-
ment buildings, major sporting venues, and myriad other public fa-
cilities now feature the instruments of vigilance that have become
necessarily common. Yet despite these measures, terrorism con-
tinues to lurk in the shadows, striking out all too unexpectedly—
as demonstrated in Boston, Paris, and San Bernardino. The Presi-
dent’s relatively sanguine attitude—describing Al Qaeda as “deci-
mated” and dismissing the brutal Islamic State as a “jay-vee”

97 Ibid.

98 VA Office of Inspector General, Veterans Benefits Administration: Audit of Pension Pay-
ments, 4 September 2013: http:/www.va.gov/oig/pubs/VAOIG-12-00181-299.pdf; and Depart-
ment of Veterans Affairs Office of Inspector General (2015). Semiannual Report to Congress
Is%zéelbzzcll/l April—30 September 2015: http://www.va.gov/oig/pubs/VAOIG-12-00181-299.pdf.

id.

100VA Office of Inspector General, Veterans Benefits Administration: Follow-up Audit of 100
Percegtf Disability Evaluations, 6 dJune 2014: http://www.va.gov/oig/pubs/VAOIG-14-01686—
185.pdf.
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team—does not help. The threat of further terrorist acts on Amer-
ica’s homeland remains.

The answer does not lie in throwing more money at the chal-
lenge. The ongoing risk of domestic terrorism, and the tidal wave
of government debt, call for better targeting of Federal law enforce-
ment funds. Federal tax dollars for the Departments of Justice and
Homeland Security should be focused on administering justice, ar-
resting and prosecuting terrorists, protecting and securing the Na-
tion’s borders, investigating Federal crimes, and seeking punish-
ment for those guilty of unlawful behavior. Local law enforcement,
in contrast, is the responsibility of the States and local commu-
nities, and they should determine the best course of action in deter-
ring localized crime.

In 2015, more than $2 billion in discretionary grants were dis-
bursed by the Department of Justice [DOJ] from three sources:
Community Oriented Policing Services, the Office of Justice Pro-
grams, and the Office on Violence Against Women. The GAO re-
ported in 2012 that many of DOJ’s some 11,000 annual grants are
awarded without consideration of overlap or duplication with other
grant programs, and that DOJ should better target its grants.
GAQO’s 2015 update of that report states that DOJ has only par-
tially addressed this area of potential duplication.191 According to
the President’s fiscal year 2017 budget, Washington will award
$7.2 billion in total justice and homeland security grants in fiscal
year 2016 to State and local governments. The administration
needs clear guidance from Congress in facing the Nation’s con-
tinuing security threats. Furthermore, it is not the function of the
Federal Government to finance State and local governments. Fed-
eral law enforcement needs to focus on its core responsibilities.

The principal activities in this category (Function 750 in the
summary tables) include Federal law enforcement programs, litiga-
tion and judicial activities, correctional operations, and border se-
curity. The function includes most of the Department of Justice and
several components of the Department of Homeland Security
[DHS]. Other agencies funded here include the Federal Bureau of
Investigation [FBI]; the Drug Enforcement Administration; the Bu-
reau 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,
Science and Related Activities, and Homeland Security. The Com-
mittee on the Judiciary and the Committee on Homeland Security
have the main authorizing duties. The resolution calls for $55.0 bil-
lion in discretionary budget authority and $54.9 billion in outlays
for fiscal year 2017. The small amount of direct spending in the
category—which funds certain immigration activities, the Crime
Victims Fund, the Assets Forfeiture Fund, and the Treasury For-
feiture Fund, among others—totals $9.5 billion in budget authority

101 Government Accountability Office, 2015 Annual Report: Additional Opportunities to Reduce
Fragmentation, Overlap, and Duplication and Achieve Other Financial Benefits, April 2015, p.
209: http://www.gao.gov/assets/670/669613.pdf.
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and $3.8 billion in outlays. The 10-year totals for the function are
$653.1 billion in budget authority and $653.2 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 essential for the Federal Government. This does not
necessarily require more funding in each area; it means addressing
those Federal responsibilities first. The proposals below indicate
policy options that the committees might consider.

DISCRETIONARY SPENDING

Consolidate Justice Grants. In fiscal year 2015, DOJ awarded
nearly $4.7 billion in total grants to conduct research, provide
training assistance, and support the State and local criminal jus-
tice system. The Congressional Research Service and GAO have
identified overlap and duplication within many of these grant pro-
grams, and it is clear that they fund law enforcement activities
that are primarily State and local responsibilities. In addition, Fed-
eral grants should not be awarded to State and local law enforce-
ment agencies unless they comply with the Federal law. This in-
cludes jurisdictions that refuse to honor Federal detainers, harbor
illegal aliens, or fail to share information on criminal illegal aliens.
This option streamlines grants into three categories—first respond-
ers, law enforcement, and victims—while eliminating waste, ineffi-
ciency, and bureaucracy.

Eliminate Unnecessary Headquarters and Construction Funding
for DHS, DO, and the Judiciary. Construction funding for various
agencies within this budget function have increased without due
oversight and cost-benefit analysis, though the committees of juris-
diction have focused on addressing cost overruns and increasing ac-
countability. This budget recommends reducing DHS and DOJ con-
struction budgets by 15 percent to rein in unnecessary construction
projects, while exempting those agencies involved with border secu-
rity and immigration enforcement. The budget recommends addi-
tional scrutiny of cost overruns of DHS’s St. Elizabeth’s project, the
largest Federal building project in the District of Columbia since
the Pentagon. Additionally, no funding should be provided for the
Office of Public Advocate, or any similar or successor position, in
Immigration and Customs Enforcement. The President’s fiscal year
2017 budget request includes $1.4 billion to build a new FBI head-
quarters, along with the $390.0 million already provided in the cur-
rent year’s budget. This budget questions such a request, given the
current, fiscally constrained environment.

Eliminate the Legal Services Corporation. 1t 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
aware of their citizens’ needs and can provide more responsive
service than the Federal Government. Critics have argued that de-
spite restrictions already in place, the Legal Services Corporation
too often focuses on social activist causes rather than advocating
for those persons needing legal help the most.
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DIRECT SPENDING

Permanently Extend Customs User Fees. Continuing the policy of
the Emergency Unemployment Compensation Extension Act of
2014, the budget assumes the Bureau of Customs and Border Pro-
tection continues to collect customs user fees through fiscal year
2026, the last year of the budget window. With the passage of the
Emergency Unemployment Compensation Extension Act of 2014,
authority to collect these fees expires in 2024. The Bipartisan
Budget Agreement of 2015 extended customs user fee collections
through 2025. This budget recommends making these customs user
fees permanent.

GENERAL GOVERNMENT

Function Summary

A government that seeks greater efficiency in its programs
should demand no less from its own operations. Yet this has not
been the case with many of the Federal Government’s agencies.
Funding in the category of General Government (Function 800 in
the summary tables) has increased by roughly 30 percent since fis-
cal year 2007, but no one would contend the additional resources
have produced a smooth, businesslike operation. The budget resolu-
tion aims to eliminate identified waste across all Federal Govern-
ment branches and agencies. If a program or activity is poorly tar-
geted, ineffective, duplicative of other efforts, or could be better
performed by the private sector, it merits consideration for elimi-
nation or restructuring by the committees of jurisdiction.

This category mainly provides funding for the Legislative and
Executive Branches of the Federal Government. On the legislative
side, these funds support the operations of Congress, including the
Congressional Budget Office, the Library of Congress, and the Gov-
ernment Accountability Office. In the Executive Branch, the cat-
egory finances the Executive Office of the President, including the
Office of Management and Budget, the Council on Environmental
Quality, White House salaries, and White House building repair;
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 comes through annual appropriations (dis-
cretionary spending), which in fiscal year 2017 totals $15.7 billion
in budget authority and $15.2 billion in outlays. Budget authority
for direct spending in this area will total $7.6 billion, with $7.6 bil-
lion in accompanying outlays. Over 10 years, the budget anticipates
$232.3 billion in total budget authority and $228.5 billion in out-
lays.

Illustrative Discretionary Spending Policy Options

While specific policy options will be determined by the commit-
tees of jurisdiction—which include the Committees on Transpor-
tation and Infrastructure, House Administration, Ways and Means,
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Natural Resources, Oversight and Government Reform—the discus-
sion above offers practical guidelines they might follow. Some po-
tential examples are presented below. Funding for Federal oper-
ations and mismanagement of properties are just a few areas
where savings should be achieved. Some other potential examples
are presented below. This resolution also urges the Office of Man-
agement and Budget and relevant agencies to make a top priority
of implementing the data aggregation and transparency initiatives
in the Digital Accountability and Transparency Act.

. 1Some specific options worthy of consideration are described

elow.

Decrease Costs of the Government Printing Office by Increasing
the Use of Electronic Copies. The Government Printing Office
[GPO] prints thousands of pages of government documents each
year—most of which have gained a ubiquitous online presence.
Federal departments and agencies, for example, maintain their key
budget documents, reports, and data online and available to the
public. This resolution supports greater selectivity in the material
GPO prints, allowing users to rely more heavily on increased elec-
tronic access to materials. It is consistent with recommendations to
establish a sustainable business model for GPO and continue meet-
ing demands to make information available in a digital age.102

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 Election As-
sistance Commission [EAC] has served its purpose, and funding is
no longer necessary. The EAC should be eliminated and any valu-
able residual functions should be transferred to the Federal Elec-
tion 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 six billion hours complying with filing
requirements.193 The investigation related to the IRS targeting
American citizens demonstrates that the massive budget has not
resulted in the IRS serving taxpayers better; rather, it has created
a bloated bureaucracy filled with 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 Government Accountability Office re-
port, simplifying the tax code may reduce accidental errors in tax

102 National Academy of Public Administration, Rebooting the Government Printing Office:
Keeping America Informed in the Digital Age, January 2013: https:/www.gpo.gov/pdfs/about/
GPO NAPA Report FINAL.pdf.

103 National Taxpayer Advocate, 2013 Annual Report to Congress, December 2013.
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filing and improve voluntarily compliance.19¢ A simplified tax code
would have the dual benefits of reducing both the time taxpayers
devote to complying with an overly complex code, and the taxpayer
dollars needed to administer and enforce it.

Scale Back Funding to the Legislative and Executive Branches.
The budget for the House of Representatives today is $188 billion
less than it was when Republicans assumed the majority in 2011.
This budget resolution aims to scale back government wherever it
has expanded needlessly or beyond its proper role. That includes
within government operations and offices themselves. It also could
include reforms such as scaling back pensions of former U.S. presi-
dents—recognizing their ability to support themselves primarily
through other means of employment—while providing for their se-
curity and pensions for any surviving spouses. The resolution rec-
ommends treating the Legislative and Executive Branch appropria-
tions the same as other Federal agencies and programs, and paring
costs where possible.

Further Consolidate Federal Data Centers. This budget supports
the bipartisan Federal Data Center Consolidation Initiative
[FDCCI], which was created in 2010 to reverse the widespread es-
calation of Federal data center construction, acquisition, manage-
ment, and maintenance. By increasing efficiencies and continued
efforts to incorporate cloud computing technologies, the Federal
Government can significantly decrease taxpayer spending on
underused infrastructure.105

Reform Information Technology. The Office of Management and
Budget and multiple agencies could help the Federal Government
realize savings by strengthening oversight and taking steps to bet-
ter implement PortfolioStat, a bipartisan-supported process to help
agencies manage their information technology investments.106 This
budget supports strengthening congressional oversight of key Fed-
eral agencies’ major information technology investments. Federal
agencies should also apply better management of software licenses
and the Office of Management and Budget should issue a directive
to assist agencies in doing so.

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. For fiscal year 2017, the resolution calls for $34.5
billion in budget authority and $14.6 billion in outlays. The 10-year
totals for budget authority and outlay savings are —$455.1 billion
and —$386.7 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.

104 Government Accountability Office, Opportunities to Improve the Taxpayer Experience and
Voluntary Compliance, April 2012.

105 Chief Information Officer [CIO], Federal CIO Council, “Data Center Consolidation and Op-
timization”: https://cio.gov/drivingvalue/data-center-consolidation/.

106 Chief Information Officer [CIO], Federal CIO Council, “PortfolioStat”: https:/cio.gov/
drivingvalue/portfoliostat/.
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Illustrative Policy Options
DISCRETIONARY SPENDING

The total base discretionary budget authority for fiscal year 2017
assumed in the resolution is $1.070 trillion—the same level re-
quired by the discretionary spending caps in the Bipartisan Budget
Act [BBA] of 2015. The resolution offers approximately $46.5 bil-
lion in fiscal year 2017 non-defense discretionary savings in several
budget functions should Congress choose to enact additional deficit
reduction for that year. Because these additional savings would
cause the resolution to display a lower total base discretionary
level than contemplated by the BBA, $46.5 billion in non-defense
discretionary spending is added back to Function 930 to make the
total budget resolution base discretionary level match the amount
specified in the BBA.

Over the 10-year budget window, the resolution assumes $277.6
billion in savings beyond what is contemplated in the BCA. Much
of the assumed savings can be accomplished by the illustrative pol-
icy options presented in the various budget function summaries in
this report. Additional illustrative options to achieve further discre-
tionary savings are presented below.

Reduce the Federal Civilian Workforce Through Attrition. The
budget includes discretionary savings by assuming a 10-percent re-
duction in certain agencies of the Federal civilian workforce
through attrition, whereby the administration would be permitted
to hire one employee for every three who leave government service.
National security positions would be exempt.

Reform Civil Service Pensions. The policy described in the Income
Support, Nutrition, and Related Programs section of this report
would increase the share of Federal retirement benefits funded by
the employee. This policy has the effect 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 employee retirement.

Implement Transition to Shared Services. The current structure
and operations of the Federal Government requires most agencies
and departments to maintain and employ their own management
services. Drawing on improvements made throughout the private
sector, this budget calls for a bipartisan-supported, government-
wide transition to shared services. Moving to cross-agency and
interagency support for management of internal functions such as
information and technology, supply chain, financial activities,
human resources, and administration will not only help govern-
ment to run more effectively, but will also allow individual depart-
ments and agencies to function better together.107

107 Partnership for Public Service, “Building A Shared Services Marketplace: Recommenda-
tions from the Shared Services Roundtable,” March 2015: http://ourpublicservice.org/publica-
tions/viewcontentdetails.php?id=470.
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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 Medicare, Medicaid, Unemploy-
ment Insurance, the Earned Income Tax Credit, and other pro-
grams. By ensuring that all benefits are targeted toward the appro-
priate households, this budget will reduce fraud and improper pay-
ments in these programs.

Improper payments are widespread and growing, and now cost
U.S. taxpayers in the neighborhood of $100 billion per year—and
government departments and agencies seem unable to reduce these
excessive payments. Even more troubling is the current adminis-
tration’s apparent lack of concern and unwillingness to take correc-
tive action.

This is an issue the Budget Committee intends to pursue aggres-
sively in the future under the leadership of Representative Palmer
(R-AL) and other Committee members. The Committee believes
those departments and agencies that cannot decrease the amount
of improper payments should be held accountable for their inability
to stop these inappropriate expenditures. The Budget Committee
will work with the appropriations and authorizing committees ex-
ploring numerous ideas to effectively address this problem.

A March 2015 report by the Government Accountability Office
found that government-wide improper payment estimates pursuant
to the Improper Payments Information Act of 2002, as amended, to-
taled $124.7 billion in fiscal year 2014, an increase of $19 billion
from the previous year. These improper payments were attrib-
utable to 124 programs spread among 22 agencies. The reported
government-wide error rate was 4.5 percent of program outlays in
fiscal year 2014, compared to 4.0 percent reported in fiscal year
2013. Nevertheless, roughly 65 percent of these excessive pay-
ments—or $80.9 billion—fall in just three programs: Medicare fee-
for-service, Medicaid, and the Earned Income Tax Credit.

GAO reported that agencies continue to face difficulties in reduc-
ing improper payments. In addition, GAO found that sharing death
data can help prevent improper payments to deceased individuals
or those who use deceased individuals’ identities, but the Social Se-
curity Administration has trouble maintaining these data, and
other Federal agencies face difficulty obtaining them.108

Align the G Fund Investment Return with an Appropriate Risk
Profile. The resolution assumes savings by correctly aligning the
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 security. As a result, those who participate in the G

108 Government Accountability Office, “Improper Payments, Government-Wide Estimates and
Use of Death Data to Help Prevent Payments to Deceased Individuals,” testimony before the
U.S. Senate Committee on Homeland Security and Governmental Affairs, 16 March 2015:

http://www.gao.gov/assets/670/669026.pdf.
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Fund are rewarded with a long-term rate on what is essentially a
short-term security.

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 2025. 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 Functions 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 questionable and unjustified
spending, while supporting core government responsibilities. The
resolution emphasizes basic research, providing stable funding for
NSF to conduct priority biological, computing, and information
sciences; basic research in math and the physical sciences; and

(91)
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science, technology, engineering, and math [STEM] education. The
budget provides continued support for NASA and recognizes the
vital strategic importance of the United States remaining the pre-
eminent space-faring Nation. This budget aligns funding in accord-
ance with NASA’s core principles: to support robust space capa-
bility, to allow for exploration beyond low Earth orbit, and to sup-
port 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 $30.1 bil-
lion in discretionary budget authority and $30.3 billion in outlays
in fiscal year 2017. The 10-year totals for discretionary budget au-
thority and outlays are $332.1 billion and $327.4 billion, respec-
tively.

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 illustrations of the kinds of proposals that can help meet
the budget’s fiscal guidelines.

Restore Core Government Responsibilities. In fiscal year 2016,
$66.4 billion was dedicated to research across the Federal Govern-
ment, more than half to applied research. The resolution’s levels
support preserving the Federal scientific community’s original role
as a venue for groundbreaking discoveries and a driver of innova-
tion and economic growth. It responsibly pares back applied and
commercial research and development and areas of wasteful spend-
ing that do not provide a high return on taxpayer resources. The
proper role of the Federal Government is to support basic research,
and funding should be distributed accordingly. For example, spend-
ing for the Department of Energy’s Office of Science includes sev-
eral high-risk projects, which in a time of needed fiscal constraint,
should be embarked on by the private sector instead. The Advanced
Research Projects Agency-Energy program, created specifically for
high-risk/high-reward energy projects, received almost $300 million
in 2015. The Government Accountability Office [GAO] and the
House Committee on Science, Space, and Technology have identi-
fied many of these grants as neither high-risk/high-reward nor
something private industry could not take on itself. Of the 44
smaller companies that received these grants, GAO found that 18
had received grants from private industry for a similar technology.
Funding for nuclear physics received almost $600 million in 2015
for research and development, and grants were issued to research
groups at 90 public and private universities, along with nine feder-
ally funded laboratories. Much of the research conducted at these
universities and laboratories has clear overlap and duplication.
There must be greater oversight of the grants that the Department
of Energy awards.

Similarly, the NSF needs to be more transparent and account-
able to the taxpayer. Every grant issued should be accompanied by
an explanation of the project’s scientific merits and how it serves
the national interest as prescribed in the House-passed Scientific
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Research in the National Interest Act (H.R. 3293). NSF-funded
studies—such as a $1.3 million project to measure the effectiveness
of koozies in varying temperatures;1°® an $853,000 project invest-
ing in a winemaking curriculum aimed at teenagers; and a
$706,000 project to fund a shrimp fight club at Duke University
measuring the punching power of mantis shrimp—do not serve a
vital national interest. Funding for these programs and similarly
wasteful or low-return studies should be redirected to scientific re-
search that better serves the national interest.

Lastly, in NASA, spending on earth science, not space, has in-
creased by more than 60 percent in recent years, even though it is
not NASA’s mission priority. This spending should be cut back to
prelclfk)élz funding levels and redistributed to those missions unique
to .

Reduce Expenses for the Department of Homeland Security’s Di-
rectorate of Science and Technology. The budget recommends reduc-
tions in management and administrative expenses for the Depart-
ment of Homeland Security’s Directorate of Science and Tech-
nology, while shifting funding to frontline missions and capabili-
ties.

ENERGY

Function Summary

The Obama Administration incorrectly believes that climate
change is a greater threat to Americans than terrorism,!1® which
may be why the administration wastes billions of taxpayer dollars
annually subsidizing green energy projects. In the President’s
budget request for fiscal year 2017, the administration requested
approximately $3 billion for the purposes of energy conservation ef-
forts and research, as well as development and commercialization
of low- or zero-carbon energy sources.111

In December 2015, the United States joined 195 countries at the
Paris, France “COP21” United Nations Conference in an agreement
to take steps to limit global warming. This was one of the Presi-
dent’s international objectives within his Climate Action Plan. The
Obama Administration entered into the agreement without any
consultation with Congress. In fact, the administration has taken
extraordinary steps to limit congressional oversight, advice, and
consent with respect to this agreement. Given the President’s incli-
nation to bypass Congress, the agreement amounts to nothing more
than a political gesture rather than a binding legal commitment,
which would have to go through Congress. The administration’s ul-
timate goal is to send billions of dollars to the Green Climate
Fund—the key financing arm of the United Nations Framework
Convention on Climate Change—without congressional authoriza-
tion. In light of this executive overreach, the budget recommends
increased accountability and oversight related to the President’s
Climate Action Plan initiatives.

109 A koozie is an insulated sleeve designed to keep a beverage cold.

110 Brian Hughes, “Josh Earnest: Climate Change a greater threat to Americans than ter-
rorism,” NewsFeeding.Net, 10 February 2015.

111 Department of Energy, Fiscal Year 2017 Budget Justification, Volume 3, February 2015:
http://energy.gov/cfo/downloads/fy-2017-budget-justification.
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Just as troubling was the President’s veto of bipartisan legisla-
tion to develop the Keystone XL pipeline. This legislation would ex-
pand an existing pipeline that runs from the Western Canadian
Sedimentary Basin through the southern United States to provide
more economical transportation of oil. A January 2014 report, pre-
pared 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 through 2013, the White House provided
more than $67 billion in subsidies to green energy companies
through tax credits and loan guarantees alone.l12 Despite the ex-
cessive subsidies, solar power and wind energy combined only grew
from 0.9 percent to 2.0 percent of domestic energy consumption
over the same time period.113

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.114

Another 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.115 This is particularly problematic, be-
cause unlike the private sector, in which this company would even-
tually be held accountable to its investors for these payouts, tax-
payers have no way of holding the Federal Government account-
able for each “investment.”

This negative return for the American taxpayer has not deterred
this administration’s penchant for failed policies. In a never-ending
pursuit to appease the far-left political base and its liberal agenda,
this administration, in its fiscal year 2017 budget request, has in-
tensified its efforts to pick winners and losers within the energy
market. The administration’s budget includes a $10 per barrel tax
on domestically produced and imported petroleum products to pay
for President Obama’s 21st Century Clean Transportation Sys-
tem.116

This plan would tax low- and middle-class energy consumers at
the pump and in their homes, to subsidize inefficient investments
in clean transportation infrastructure. The White House National
Economic Council confirmed the administration is well aware of the
harm this will cause consumers by stating: “We recognize that oil
companies will likely pass on some of these costs.” 117 The Congres-
sional Research Service concluded that “consumers would see high-
er prices, not only directly for gasoline and other consumer prod-
ucts, but, in general, for many products to varying degrees,” and

112Terry M. Dinan, “CBO Testifies on Federal Financial Support for Fuels and Energy Tech-
nologies,” Congressional Budget Office, 13 March 2013.

113 Energy Information Administration, “Primary Energy Consumption by Source”: http:/
www.eia.gov/totalenergy/data/monthly/pdf/sec1<7.pdf.

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

115 Paul Chesser, “A123’s Executives Get Their Richly Undeserved Bonuses,” National Legal
and Policy Center, 13 November 2012: http:/nlpc.org/stories/2012/11/13/a123s-executives-get-
their-richly-undeserved-bonuses.

116 Office of Management and Budget, Budget of the U.S. Government for Fiscal Year 2017,
9 February 2016.

117 Nathan Bomey, “Obama’s $10 oil tax proposal would cost motorists,” USA Today, 5 Feb-
ruary 2016, http://www.usatoday.com/story/money/2016/02/04/president- obama-oil-tax- gasoline/
79835274/.
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“ . . the fee would likely result in decreased discretionary con-
sumer purchasing power which may translate into lower expected
economic growth.”118 With stagnant wages and anemic economic
growth under this administration, Americans are still struggling
with the weakest economic recovery since the Great Depression.
Consumers simply cannot afford this 10-year, $319-billion tax in-
crease.119

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: “Somehow we have to
figure out how to boost the price of gasoline to the levels in Eu-
rope.” 120

After 7 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. The world has expe-
rienced an energy boom that continues to drive gas and other en-
ergy prices lower. Yet at least $67 billion of government spending
has brought the Nation no closer to cost-effective zero-carbon en-
ergy. Technological breakthroughs will continue to occur—such as
the combination of horizontal drilling and hydraulic fracturing that
emerged in the mid-2000s—but the Federal Government must re-
sist 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 for new energy technologies—activities
that are better left to the private sector. It also includes Electricity
Delivery and Energy Reliability, as well as operations and mainte-
nance accounts for some of DOFE’s direct spending programs, like
the Power Marketing Administrations.

According the National Science Foundation, private sector com-
panies in the U.S. spent more than $302 billion on research and
development [R&D] in 2012. While these efforts focus on more than
just energy, detailed NSF surveys indicate that funding for more
efficient fuel consumption, electric vehicles, energy efficiency, and
fossil fuel R&D total billions of dollars’ worth of private sector cap-
ital per year. As a result, DOE’s research and development should
focus solely on breakthrough innovations.

Direct spending in this category includes the remaining civilian
energy and environmental programs at the DOE. It also includes
the Rural Utilities Service of the U.S. Department of Agriculture

118 Congressional Research Service, Subject: $10 Fee/Tax on Oil, memorandum to the Senate
Energy and Natural Resources Committee, 8 February 2015.

119 Department of the Treasury, General Explanations of the Administration’s Fiscal Year 2017
Revenue Proposals, February 2016.

120 Neil King Jr. and Stephen Power, “Times Tough for Energy Overhaul,” The Wall Street
Journal, 12 December 2008.



96

[USDA], the Tennessee Valley Authority, and the Federal Energy
Regulatory Commission. (It does not include DOFE’s national secu-
rity activities, conducted by the National Nuclear Security Admin-
istration, which are in Function 050, or its basic research and
science activities, which are in Function 250.)

For fiscal year 2017, the budget resolution provides $2.7 billion
in discretionary budget authority, with $3.1 billion in related out-
lays (shown in Table 2, Function 270). Direct spending figures
(shown in Table 3, Function 270) are —$5.7 billion in budget au-
thority and —$1.7 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 $30.6 billion and $31.1 bil-
lion in outlays. Ten-year totals for direct spending are —$19.3 bil-
lion in budget authority and —$21.0 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. These committees will determine specific policy options to
meet the budget’s fiscal guidelines.

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, consolidate operations,
and reduce 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 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 the Energy and Commerce Committee
could take.
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Rescind Unobligated Balances from the Stimulus Bill’s Green En-
ergy Programs. The budget recommends rescinding unobligated
balances in DOFE’s loan portfolio. Since implementation of the
American Recovery and Reinvestment Act of 2009, or the stimulus
bill, these programs have spawned numerous failures, such as
Solyndra and Abound Solar. The government cannot undo the
harm that has been done or recover taxpayer dollars from failed
entities. It can, however, reclaim all of the spending authority the
administration has not yet obligated to ensure that taxpayers are
not exposed to further risk for renewable energy projects that
would not otherwise be market-viable.

Rescind Funding for Biomass Research and Development. The
Biomass Research and Development program is a joint initiative of
the USDA and the DOE, intended to “carry out research on and de-
velopment and demonstration of (A) biofuels and biobased products,
and (B) the methods, practices, and technologies for the production
of biofuels and biobased products.” 121

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 bringing un-
economic biofuels to market. Piling on millions of Federal dollars
onllzf perpetuates the problem and exposes taxpayers to financial
risk.

Repeal Stimulus-Driven Borrowing Authority Specifically for
Green Transmission. The $3.25 billion in borrowing authority in
the Western Area Power Administration’s Transmission Infrastruc-
ture Program provides loans to develop new transmission systems
aimed solely at integrating renewable energy. This authority was
inserted into the 2009 stimulus bill without the opportunity for de-
bate. Of most concern, the authority includes a bailout provision
that would require American taxpayers to pay outstanding bal-
ances on projects that private developers fail to repay. The budget
rescinds the program’s unobligated funds, saving taxpayers more
than $1 billion.

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 making human health and the environment a priority,
the EPA has viewed itself as an energy policy authority, regulating
low-cost, reliable energy sources out of the market and mandating

121.S. Department of Agriculture, “Biomass Research and Development Initiative Competi-
tive Grants Program,” Catalog of Federal Domestic Assistance: https:/www.cfda.gov/
index?s=program&mode=form&tab=core&id= 416c¢795{6d234174{72d346d328d0464.
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increased use of uncompetitive and less reliable ones. Given these
circumstances, any EPA funding should require the EPA Adminis-
trator to certify that all scientific and technical information and
data relied on to support a risk, exposure, limitation, regulation,
regulatory impact analysis, or guidance has been made available to
the public.

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. The Supreme
Court recently ruled that implementation should be halted until
multiple legal challenges against the plan are resolved. The EPA
estimates the plan will cost energy providers up to $8.8 billion in
annual compliance costs by 2030, a large share of which will likely
be passed on to taxpayers in the form of higher energy prices. Pri-
vate researchers believe the impact could be even more profound,
because the EPA did not include in their estimate the costs of new
transmission infrastructure, intermittent resource integrations, or
stranded assets. The budget recommends withholding any funding
to implement this program as well as other unnecessary, costly reg-
ulatory regimes, such as the soon-to-be-proposed ozone standards,
the proposed “Waters of the United States” rule, the stream buffer
rule, and the “coal ash” rule relating to disposal of coal residuals.

The National Association of Manufacturers released a study in
2015 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.122 Simi-
larly, the Office of Surface Mining’s stream buffer rule would cause
a dramatic decline in domestic coal production. This would lead to
the elimination of 44,000 to 77,000 American jobs, according to the
National Mining Association.123 In addition to withholding funding
for these executive overreaches, Members of Congress have rec-
ommended their own solutions. The House of Representatives re-
cently passed the Supporting Transparent Regulatory and Environ-
mental Actions in Mining [STREAM] Act (H.R. 1644), sponsored by
Representative Mooney (R-WV). This common sense legislation
would bring transparency and accountability to the regulatory
overreach of the Office of Surface and Mining; the Senate should
consider it.

On 17 April 2015, the EPA finalized its rule regarding disposal
of coal combustion residuals from electric utilities, known as the
“coal ash” rule. This rule creates uncertainty for plant operators.
While EPA appropriately characterized coal ash as non-hazardous
under Subtitle D of the Solid Waste Disposal Act, because of EPA’s
limited authority under Subtitle D, the final rule is flawed: It is
self-implementing and enforceable only through citizen suits. This
means regulated entities will have to interpret the rule, and en-
forcement will result in a patchwork of regulatory interpretations
made by Federal District Courts around the country. The final rule
is also problematic because State permit programs will not operate
in lieu of the final rule. Consequently, even if States adopt the final

122NERA Economic Consulting, Economic Impact of a 65 ppb National Ambient Air Quality
Standard for Ozone, February 2015.

123 National Mining Association, Economic Analysis of Proposed Stream Protection Rule: Final
Report, October 2015.
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rule, regulated entities in compliance with a State permit can still
be sued for non-compliance with the final rule. Furthermore, this
rule negatively burdens State and local economies. The EPA’s own
data conclude this regulation will cost $735 million per year. The
EPA further concluded the cost of this rule will outweigh the bene-
fits by two-and-a-half times.'2¢ This compliance burden will be
borne by small businesses and local communities in the form of
lower wages and less economic opportunity.

H.R. 1734, which passed the House on 22 July 2015, would al-
leviate both of the key concerns with the final rule. The legislation
will result in the establishment of enforceable State permit pro-
grams that directly incorporate EPA’s technical requirements in
the final rule. This means there will be direct enforcement of the
requirements in the final rule by a regulatory agency. The proposed
McKinley amendment to H.R. 22 (also introduced in the Senate as
S. 2446) addressed the issue in the Statement of Administration
Policy from July 2015, and in particular would require EPA to re-
view State permit programs prior to State implementation.

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 $36.1 billion in discretionary
budget authority for fiscal year 2017, with $38.0 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 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 account, operations and maintenance
accounts, 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
budgets of other fire and non-fire programs, and the need to re-
sponsibly budget for wildfires. One solution is the Resilient Federal
Forests Act of 2015 (H.R. 2647), a bipartisan measure introduced
by Representative Westerman (R-AR) and passed by the House.
The legislation sets in place responsible forest management and
wildfire funding solutions.

This budget recognizes the negative impact of the drinking water
crisis currently plaguing the people of Flint, Michigan, and the
greater Michigan area. This crisis is a failure of leadership—spe-

124 Environmental Protection Agency, Hazardous and Solid Waste Management System; Dis-
posal of Coal Combustion Residuals From Electric Utilities, December 2014.
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cifically by the EPA, which was aware of dangerously high levels
of lead in Flint drinking water in April 2015, yet failed to act until
January 2016 when they were forced to intervene. Nonetheless,
Congress has a moral obligation to find positive solutions for all the
people affected by this situation. Members of Congress are engaged
in a full investigation through public hearings and other oversight
measures to solve this problem and prevent it from happening
again. The budget calls for a bipartisan way forward to address in-
frastructure needs of the Flint area and to ensure the health and
safety of all the children, families, and citizens adversely affected
by this crisis.

Illustrative Discretionary Spending Policy Options

The Committee on Natural Resources is the primary authorizer
in this area. The Appropriations Subcommittees on Energy and
Water Development, and Related Agencies, and Interior, Environ-
ment and Related Agencies are responsible for annual funding. As
the committees determine policies here, 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.

Reduce Environmental Protection Agency Funding. The EPA con-
tinues to use its budget to implement its unprecedented activist
regulatory policy to the detriment of States, localities, small busi-
nesses, and energy consumers. This is evidenced in the many ongo-
ing legal challenges facing EPA’s proposed regulations. The budget
reduces annual funding levels for the EPA to allow the agency to
focus on its core mission of simply enforcing laws passed by Con-
gress rather than continually attempting to re-write them through
regulations.

Eliminate the EPA Office of Regulatory Policy and Management.
This office manages the regulatory development process for the
EPA by providing support and guidance for the agency’s national
and regional offices in developing regulations. According to the
EPA website, a primary function of this office is to “manage the
Agency’s policy priority agenda.” 125 As an executive agency merely
created to enforce congressional statutes, the EPA should have no
policy priority agenda at all.

Cut Waste, Fraud, and Abuse. An examination of the Citizens
Against Government Waste Congressional Pig Book, similar ac-
counts by Senators Flake and Lankford, numerous reports by the
Government Accountability Office and Federal agencies’ Inspector
Generals, and documents provided by other committees expose nu-
merous 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.

Streamline Climate-Change Activities Across Government. This
budget resolution reduces spending for numerous climate-change-

125 Environmental Protection Agency, “About the Office of Policy,” February 2016:
WWW.epa.gov.



101

related activities and research within this function, primarily by
reducing overlapping or unproductive policies. It also recommends
better coordination of programs and funds to eliminate duplicative
and unnecessary spending. Many of these programs are funded
within the National Oceanic and Atmospheric Administration
[NOAA] as well as the EPA.

Eliminate the National Sea Grant College and Fellowship Pro-
grams. Since 1966, NOAA has provided Federal funds to various
universities and academic research organizations across 33 States
to sponsor a variety of marine research, outreach, and education
projects. The program also funds a National Sea Grant Office,
which offers fellowship opportunities for graduate students. While
the premise of these programs is reasonable, they illustrate a grow-
ing trend within individual agencies to offer and fund education-
based grants and fellowships that are better suited for either the
Department of Education or provided by State and local govern-
ment.

AGRICULTURE

Function Summary: Discretionary Spending

Discretionary funding in the agricultural category supports agri-
cultural research, education, and economics; direct and guaranteed
farm operating and ownership loans; operating budgets of the
Farm Service Agency, Foreign Agricultural Service, and Risk Man-
agement Agency; marketing and information services; animal and
plant health inspection services; Department of Agriculture admin-
istration; and a variety of related programs and activities.

The budget provides for fiscal year 2017 discretionary spending
in these areas totaling $6.3 billion in budget authority and £6.2 bil-
lion in outlays. Over the 10-year period of 2017 through 2026, the
budget assumes discretionary spending of $71.7 billion in budget
authority and $70.6 billion in outlays. (See Function 350, Table 2).

Illustrative Discretionary Spending Policy Options

Funding for discretionary agriculture programs and activities
will be determined by the Appropriations Subcommittee on Agri-
culture, Rural Development, Food and Drug Administration, and
Related Agencies. The budget recommends giving a higher priority
to competitive grant-based agricultural research. This type of re-
search funding, in contrast to formula-based and other forms, is
most likely to spur agricultural productivity growth, which is im-
portant to enhancing the international competiveness of U.S. agri-
culture 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, in-
cluding 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-
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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, and promote efficiency, thereby stimulating an expanding
range of products and services at lower costs for consumers.

One example is the ruling of the Federal Communications Com-
mission [FCC] to re-classify the Internet as a telecommunications
service, rather than an information service, pursuant to the highly
regulatory Title II of the 1934 Communications Act. The reclassi-
fication empowers the government to regulate rates and give pri-
ority to 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. The Committee on Energy and Com-
merce has made commendable efforts to prohibit the FCC from on-
erous regulation of rates for broadband internet access, and this
budget resolution supports the No Rate Regulation of Broadband
Internet Access Act (H.R. 2666).

The 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 discretionary spending in the Commerce and Housing
Credit category (Function 370 in Table 2), where the government
funds programs through the Departments of Commerce and Hous-
ing and Urban Development. Entities funded with discretionary
dollars in this function include the Federal Trade Commission, the
majority of the Small Business Administration, and regulatory
agencies such as the Securities and Exchange Commission.

On a unified basis, for fiscal year 2017, the budget resolution
provides —$12.3 billion in discretionary budget authority and
—$11.7 billion in outlays (Table 2). The negative discretionary
budget authority and outlay figures mainly reflect the subsidy
rates applied to certain loan and loan guarantee programs scored
under the guidelines of the Federal Credit Reform Act, such as
Federal Housing Administration and Government National Mort-
gage 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 and the Committee
on Energy and Commerce. As they make final policy determina-
tions, the committees of jurisdiction should aim to reduce unwar-
ranted subsidies to big businesses, reform inefficient government
bureaucracies, and create a climate that supports rather than sti-
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fles commerce and free enterprise. Options worthy of consideration
include those cited below.

Eliminate Corporate Welfare Programs in the Department of
Commerce. Subsidies to businesses distort the economy, impose un-
fair burdens on taxpayers, and are especially problematic given the
fiscal problems facing the Federal Government. Programs that
should be considered for elimination include the following:

e The Hollings Manufacturing Extension Program, which sub-
sidizes a network of nonprofit extension centers that provide
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 The International Trade Administration [ITA]. This agency,
within the Department of Commerce, provides trade-promotion
services for U.S. companies. The fees it charges for these serv-
ices do not cover the cost of these activities. Businesses can ob-
tain 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.

e The National Network for Manufacturing Innovation. This pro-
gram, also known as the Advanced Manufacturing Technology
Consortia, provides Federal grants to support research for com-
mercial technology and manufacturing. As stated in the Herit-
age Foundation’s The Budget Book: “Businesses should not re-
ceive taxpayer subsidies; these long-lived and unnecessary sub-
sidies increase Federal spending and distort the marketplace.
Cogporate welfare to politically connected corporations should
end.” 126

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, in his annual budget submissions, has consistently
requested additional increases. This resolution questions the
premise that more funding for the SEC means better, smarter reg-
ulation, 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 30 percent since 2008. This budget calls for as-
sessing the ever-growing spending of Federal agencies, determining
what levels are necessary to effectively and efficiently execute their
missions, and adjusting funding accordingly.

Eliminate the Department of Commerce and Consolidate Nec-
essary Functions Into Other Departments. Since its establishment
in 1903, the Commerce Department has expanded in size and scope
to include many elements whose priorities would be better suited

126 The Heritage Foundation, The Budget Book: 106 Ways to Reduce the Size & Scope of Gov-
ernment, 2015: p. 94
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in other agencies. As a result, the Department of Commerce and
its various agencies and programs are rife with waste, abuse, and
duplication. This budget proposes the following dissolution, delega-
tion of authority, and consolidation measures:

e Consolidate National Oceanic and Atmospheric Administration
functions into the Department of the Interior.

e Establish the U.S. Patent and Trademark Office as an inde-
pendent agency.

e Eliminate the International Trade Administration.

o Delegate trade enforcement activities to the International
Trade Commission.

e Consolidate the Bureau of Industry and Security within the
Department of State.

¢ Eliminate the Economic Development Administration.

e Consolidate trade adjustment activities within the Department
of Labor, which already has a duplicate program.

¢ Consolidate the Minority Business Development Agency within
the Small Business Administration.

e Consolidate the National Institute of Standards and Tech-
nology and the National Technical Information Services within
the National Science Foundation.

e Consolidate the National Telecommunication and Information
Administration with the Federal Communications Commission
as an independent agency.

e Consolidate the United States Census Bureau and the Bureau
of Economic Analysis into the Department of Labor’s Bureau
of Labor Statistics.

TRANSPORTATION

Function Summary

A 21st century transportation system is one that enables people
and goods to move freely, efficiently, and cost-effectively. To the ex-
tent possible, it responds to consumers’ demands—in this case, the
demands of the traveling public. Every day, people traveling to and
from work and businesses moving their products to market expect
reliable, safe, and convenient means of transportation. They under-
stand they will have to pay for what they get, but they likewise ex-
pect to get what they pay for. All levels of government and the pri-
vate sector fund transportation activities. It is incumbent on Con-
gress to consider the proper Federal role within this system. Con-
gress especially should identify those needs that are of national im-
portance and are Federal in responsibility, and then focus on those,
rather than be distracted by and spend precious funds on ancillary
activities. A major component of the Nation’s transportation system
is its vast network of highways. This section offers a robust discus-
sion of the challenges facing the Federal highway program as well
as consideration of other categories of transportation.
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The Interstate Highway System dates to 1944 legislation, though
it was the Federal-Aid Highway Act of 1956 that established the
program enabling its construction. That same year, Congress cre-
ated the Highway Trust Fund (under the Highway Revenue Act of
1956) as a mechanism to ensure that the revenue generated from
gasoline taxes would “not be diverted” to purposes other than
building the Interstate Highway System. For decades the trust
fund was self-financing. Then Congress began authorizing annual
spending out of the trust fund above the amount tax receipts col-
lected, and cash shortfalls resulted. Congress covered the first
shortfall in 2008 with cash infusions from general revenues, and it
has continued this practice for subsequent shortfalls. Notably,
these transfers do not make the trust fund self-sustaining; rather,
they enable the Federal Government to meet its financial obliga-
tions to States on time.

Federal motor fuel tax rates stand at 18.4 cents per gallon for
gasoline and 24.4 cents per gallon for diesel. These taxes, along
with related fees, fill the trust fund and finance Federal surface
transportation programs. The most recent fuel tax increase was en-
acted in 1993, originally as part of deficit-reduction legislation. Two
years later, that additional tax was redirected to the Highway
Trust Fund. Congress must approve any fuel tax increases or de-
creases, which do not automatically change with inflation. Federal
fuel-economy standards are eroding the trust fund’s balances. The
Congressional Budget Office [CBO] projects new Federal fuel-econ-
omy standards will reduce trust fund 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 through 2008, outlays outpaced receipts in the
trust fund by almost $1 billion a year, on average. The spending-
revenue gap has widened further under the current administration,
expanding to more than $11 billion a year. Recently enacted legis-
lation, the Fixing America’s Surface Transportation [FAST] Act, re-
authorized Federal highway and transit programs for 5 years and
also provided for a $70-billion general revenue transfer to the trust
fund. The transfer is intended to cover projected trust fund deficits,
which range from $12 billion in fiscal year 2016 to $16 billion in
fiscal year 2020. The CBO projects the trust fund’s transit account
will face a $2-billion shortfall sometime in fiscal year 2021, and the
trust fund’s cumulative deficits will grow from $21 billion in fiscal
year 2022 to $108 billion by fiscal year 2026.127

Continuing on the present course will lead to one of two out-
comes within about 5 years. Under current law, the Highway Trust
Fund cannot incur negative balances, so spending will automati-
cally decrease and the Department of Transportation will have to
ration and delay reimbursements to States to maintain a “prudent
balance” in the fund. Alternatively, Congress will need to provide

127 Congressional Budget Office, “Projections of the Highway Trust Fund Accounts”—CBO’s
January 2016 Baseline, 25 January 2016: https:/www.cbo.gov/publication/43884.
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additional bailouts (i.e. more transfers from the general fund) with
borrowed money.

The deterioration of the Highway Trust Fund is a major concern
reflected 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; 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 Administration;
and the National Railroad Passenger Corporation, or Amtrak.

For these programs and agencies, the budget resolution calls for
$87.9 billion in budget authority and $90.6 billion in outlays in fis-
cal year 2017. Discretionary budget authority in 2017 is $29.4 bil-
lion, with outlays of $89.7 billion (see Table 2); direct spending is
$58.5 billion in budget authority and $900 million in outlays (Table
3). Over 10 years, budget authority totals $756.5 billion, with out-
lays of $820.3 billion.

The large discrepancy between discretionary budget authority
and outlays here results 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 trans-
portation, aviation, and safety—offset by reductions in other trans-
portation activities of lower priority to the Federal Government.

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 $141 billion since 2008. While no trust fund shortfall is im-
minent for several years, the budget resolution continues a reform
that would require any future general fund transfer to the HTF to
be fully offset. CBO estimates that, under current law, the High-
way Trust Fund again will face insolvency during fiscal year 2021,
the year after expiration of the FAST Act.

Congress has time to address the systemic factors that have been
driving the trust fund’s bankruptcy. It can continue asking general
taxpayers to assume an increasing share in the cost of Federal
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transportation programs, as has been the practice since the first
trust fund bailout. Doing so would further unravel the crucial user-
pays/user-benefits model that proved successful over the program’s
history—that of a highway program funded directly with motorists’
user fees. Congress could reconsider the mission of the program, in-
cluding which activities belong in a Federal program versus being
run by State or local governments or even funded by groups in civil
society. Doing so would allow Congress to distinguish between the
programs it believes are national in scope and Federal in responsi-
bility from those that another level of government could provide
more effectively. Congress may conclude, for example, that it bears
some role in the great task of rebuilding the decades-old Interstate
Highway System, while building bicycle and recreational trails,
sidewalks, and streetcars, which produce local benefits, lies outside
its purview.

The budget encourages reform that puts the trust fund back on
sound financial footing, and it dispenses with the habit of raiding
general funds and increasing the deficit. It recommends sensible
reforms to avert the projected bankruptcy of the Highway Trust
Fund within the budget window, by aligning spending with incom-
ing revenues, and it also includes a provision to ensure any future
general-fund transfers will be fully offset.

Congress has many options to consider. One is exploring innova-
tive financing mechanisms to support surface-transportation infra-
structure and safety programs—with, for example, further public-
private sector partnerships demonstrated in the Transportation In-
frastructure Finance and Innovation Act program. Additionally, the
budget recommends giving States more flexibility to fund the high-
way projects they feel are most critical. Doing so means reconsid-
ering current spending mandates on non-highway projects through
program set-asides or the eligibility of non-highway activities for
funding. One possible reform could include a pilot program for
States to fund their transportation priorities with State revenues,
opt out of the Federal fuel taxes, and forgo Federal allocations.
Such reform may be viewed as reflecting an ongoing dynamic: that
of many States proposing or enacting funding solutions to pay for
their transportation programs. No two States’ transportation situa-
tions are identical, and thus neither their preferred sources of
funding nor their spending priorities will be the same.

Restructure the Air Traffic Control System. Upgrading the United
States’ air traffic control [ATC] system, by reforming its governance
and funding structures, is in the interests of air travelers, busi-
nesses that operate within the National Airspace System, and Fed-
eral taxpayers. Without reform, improvements such as reduced air-
port congestion, timely technological upgrades, improved service,
and stable funding for investments will remain out of reach. Re-
structuring the system, on the other hand, would have numerous
benefits, including attracting a talented workforce, meeting de-
mand in the skies, and cost-effectively maintaining the safest ATC
system in the world. A model successfully adopted by some other
countries is that of a federally chartered, not-for-profit corporation.
The corporation operates and modernizes the ATC system and is
self-funded through service charges paid by users. A government
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entity—the Federal Aviation Administration in the U.S.—remains
as the safety regulator.

The budget supports a new approach for providing ATC services
and modernization, but it does not assume savings from this policy.
It includes a reserve fund to accommodate the budgetary effects of
such a proposal, and the reserve fund requires the downward revi-
sion of the Budget Control Act’s discretionary spending limits to re-
flect the reduction in appropriated spending on ATC-related activi-
ties that should occur as part of ATC reform.

AN UPGRADE IS NEEDED

The FAA operates a safe ATC system, but it is not because the
Federal Government owns and operates it. It is safe due to the
daily efforts of the FAA’s approximately 14,000 air traffic control-
lers and to safety being at the fore of aircraft design and mainte-
nance. Technology used by the FAA is obsolete. Its computer sys-
tem relies on ground-based radar, not the Global Positioning Sys-
tem [GPS]. As a point of contrast, the thousands of travelers who
fly daily within the system carry GPS-enabled phones. For at least
two decades Congress has legislated, with little success, reforms re-
quiring the FAA to operate its Air Traffic Organization [ATO] like
a business and expedite modernization. The ATO remains a mas-
sive bureaucracy with high operating costs, losses in productivity,
and a culture that resists change. The FAA also has received criti-
cism over its implementation of the multibillion-dollar Next Gen-
eration Air Transportation System [NextGen] program, which is to
upgrade the ATC system. In a recent letter to the FAA’s Adminis-
trator, the Department of Transportation’s Inspector General
wrote: “While FAA reports improvements in its management of ac-
quisitions, major projects continue to experience problems that
delay the introduction of new technologies, such as performance-
based navigation; postpone benefits to users; and defer the retire-
ment of costly legacy systems . . . Notwithstanding reforms, sev-
eral underlying and systemic issues—including overambitious
plans, shifting requirements, software development problems, inef-
fective contract and program management, and unreliable cost and
schedule estimates—affect the FAA’s ability to introduce new tech-
nologies and capabilities that are critical to transitioning to
NextGen.” 128

Instead, the U.S. needs is a high-tech ATC service provider that
will respond quickly to market forces. Recognizing this need in
their respective situations, more than 50 countries—from Canada,
the United Kingdom, and Spain, to Germany, Australia, and New
Zealand—have remodeled their ATC systems over the past few dec-
ades. While the countries have adopted different corporation mod-
els, they have enjoyed similar results: consistent or increased safe-
ty, modernized systems, improved service, and lower costs.

Likewise, modernization of the United States’ ATC system would
help the U.S. remain competitive. It would allow for better cost

128 See Office of the Inspector General, Department of Transportation, FAA Reforms Have Not
Achieved Expected Cost, Efficiency, and Modernization Outcomes, Audit Report AV-2016-05, 15
January 2016: https:/www.oig.dot.gov/sites/default/files/FAA%200rganizational%20Structure
Final%20Report%5E1-15-16.pdf.
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management, safe and efficient delivery of services, and a more di-
rect connection between system users and funding.

BUDGETARY EFFECTS

The budget contains a reserve fund to accommodate any budg-
etary effects resulting from ATC system reform. The budget would
view a new provider of ATC services as independent, and therefore
it would not support including such an entity’s spending and rev-
enue as part of the Federal Government’s budget. Under such re-
form, Federal spending on ATC and related activities should nec-
essarily decrease as soon as the new provider assumes operational
responsibility and begins assessing service charges. Therefore, the
budget’s reserve fund provision requires that the Budget Control
Act’s discretionary spending caps be lowered to reflect this decrease
in appropriated funding.

Congress may choose to transition the U.S. ATC system to a fed-
erally chartered, non-profit corporation model as part of reform ef-
forts. As international experience has shown, the following factors
are typical under this type of model: the new ATC services provider
would be independent and self-supporting, charging its users fees
for services it provides. The fees would fund daily operations and
finance borrowing in private capital markets to pay for capital-in-
tensive investments. Receipts from the fees would not be deposited
into the U.S. Treasury but would be managed directly by the ATC
provider. This entity would operate the ATC system directly and
set its own budget. It would become the employer of current gov-
ernment employees connected to providing ATC services, and it
would be provide for the health and retirement benefits of new em-
ployees. A chief executive officer and governing board would be
composed of aviation stakeholders, and the board would make key
decisions such as which new technologies and practices to adopt.
The ATC provider, not Congress, would initiate organizational
changes, systems upgrades, and investments. The budget resolu-
tion would view such an entity as independent, not as an agent of
the Federal Government.

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. The budget recommends
phasing out this spending.

Illustrative Discretionary Spending Policy Options

Eliminate Funding for Amtrak Operating Subsidies. The budget
supports eliminating operating subsidies that have insulated the
National Railroad Passenger Corporation [Amtrak] from making
the structural changes necessary to start producing returns. It also
supports reforms enabling Amtrak’s management to make sound
business decisions that ultimately allow it to run as a self-sup-
porting business, eliminating the need for taxpayer subsidies to the
passenger rail service. For example, Amtrak’s management, in co-
ordination with stakeholders, could be empowered to make repair
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and safety a priority over route expansion; eliminate food and bev-
erage service losses once and for all; reduce headquarters and ad-
ministrative costs; and even discontinue unprofitable lines or sell
them to interested private parties who may repurpose the lines.
Another option for Congress is requiring Amtrak to gradually begin
contracting out the operation of its lines, as other commuter rail
lines in the U.S. have done. The aims would be to improve the
quality of service for riders, reduce costs, and potentially result in
a greater role for the private sector.

Provisions in the FAST Act restructured Amtrak funding ac-
counts, setting up a National Network account and a Northeast
Corridor account. Generally routes in the Northeast Corridor oper-
ate at a profit but have high capital costs, while long-distance
routes in the National Network tend to operate at a loss but have
low capital costs. The 1997 Amtrak authorization law required Am-
trak to operate free of subsidies by 2002. Yet taxpayers continue
subsidizing approximately $45 of the cost of the average Amtrak
ticket sold.129 The budget recommends judicious reforms that help
Amtrak change course.

Prohibit Funding for High-Speed Rail. High-speed rail is not
profitable or self-sustaining in the U.S. for several reasons. The
U.S. has low population densities relative to high-speed rail mar-
kets in Europe and Asia. American travelers have wide access to
personal vehicles, along with competitively priced air and bus
transportation. Both factors mean high-speed rail cannot attract
sufficient numbers of riders, which in turn makes it challenging to
meet revenue targets. Several governors across the country rejected
Federal high-speed rail funding in recent years, because they recog-
nized the risk to their taxpayers, who would have had to subsidize
the proposed lines. Only two high-speed rail lines in the world are
profitable: one in France and another in Japan.130 They serve
densely populated areas where gasoline is expensive. Similar suc-
cess is far from certain in the U.S. Committing American taxpayers
to such risky projects is not a proper role of the Federal Govern-
ment.

Phase Out New Starts Transit Grants. New Starts grants are for
fixed-guideway mass transit projects that are largely of local, not
national, benefit. The budget supports phasing out these grants to
give States and cities time to plan their future transportation pri-
orities and spending accordingly. This Federal grant money can
have the perverse consequence of distorting local decisions about
which types of transportation projects to build. The bias can favor
more expensive projects. For example, a city may opt to build a
new, more expensive rail transit project in one part of town at the
expense of expanding more cost-effective, flexible bus service in an
area where that service is already in high demand. Without the
subsidies, that decision may be the reverse. Moreover, if a transit
project fails to produce promised ridership and revenue levels, local

129 Based on fiscal year 2015 ridership of approximately 30.8 million customers and a $1.4 bil-
lion total appropriation.

130 See the Reason Foundation, High-Speed Rail in Europe and Asia: Lessons for the United
States, May 2013, http://reason.org/files/high speed rail lessons.pdf.
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citizens must make up the difference to cover operating costs, often
through higher taxes.

Eliminate TIGER Grants. The Transportation Investment Gener-
ating Economic Recovery [TIGER] Program was a 2009 stimulus
measure established as a competitive grant program. Though the
program was intended to drive funding to critical transportation
needs for the country, more than 60 percent of the grants support
local transit or so-called “enhancement” projects. With grantee se-
lection based on vague 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.131

Make Rail Safety a Priority Through User Fees. The budget sup-
ports the vital role of the Federal Railroad Administration in en-
suring freight- and passenger-rail safety, while reducing spending
on non-essential transportation programs. Without compromising
the ongoing implementation of technology aimed at preventing
train crashes, one option in this area would be to connect users of
the freight and passenger-rail system to the funding for safety pro-
grams, rather than fund them through general revenues. The Con-
gressional Budget Office has included such a policy in its compila-
tion of options for reducing the Federal deficit.

Require Improved Performance at Washington Metropolitan Area
Transit Authority [WMATA]. WMATA, commonly called “Metro,” is
a local transit authority that operates rail, bus, and paratransit
services in the Nation’s capital and nearby communities. In addi-
tion to fare box and advertising revenue, it receives Federal aid
through annual appropriations acts. The District of Columbia,
Maryland, and Virginia also raise matching funds through dedi-
cated sources to pay for Metro’s services. Congress appropriated
$150 million to Metro in fiscal year 2016. Approximately 40 percent
of Metro’s rush hour passengers are Federal Government employ-
ees. The transit agency has been beleaguered by poor performance
in several areas: low on-time performance, weekly service disrup-
tions, maintenance backlogs, smoky rail tunnels, high operating
costs, and a tragically fatal rail accident in early 2015. In October
2015, U.S. officials at the Federal Transit Administration assumed
direct safety supervision of Metro’s rail system.

Customer satisfaction has hovered around 81 percent during the
past 2 years. More recently, from the first through the third quar-
ter of 2015, Metrorail customers’ satisfaction dropped to 67 percent,
and Metro cites unreliable service as the primary cause.132 Metro’s
ridership is also falling short of projections. In fiscal year 2015,
Metrorail ridership was higher than in fiscal year 2014 but came
up 16.5 million trips short of projections. This shortfall includes
lower-than-expected ridership on the new Silver Line, for which ex-
pansion plans are under way. The budget supports legislative re-
forms that require Metro to contain its costs and operate more like
a business, rather than continue rewarding the poorly performing

131 See the Reason Foundation, “Eliminate TIGER Program,” 17 February 2015: http:/rea-
son.org/mews/show/eliminate-tiger-program.

132Washington Metropolitan Area Transit Authority, “Vital Signs,” November 2015, p. 5,
http://www.wmata.com/about metro/scorecard/documents/Vital Signs Q3 2015.pdf.



112

system with subsidies from Federal taxpayers. Metro customers
would benefit from more reliable, safer service. Options for Metro
could range from further reducing administrative costs to competi-
tively contracting some of its operating activities, as the nearby
Virginia Railway Express and the Maryland Area Regional Com-
muter systems have done.

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.

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 $8.2 billion in discretionary budget au-
thority and $20.0 billion in outlays in fiscal year 2017. The 10-year
totals for discretionary budget authority and outlays are $69.7 bil-
lion and $112.1 billion, respectively. The figures appear in Function
450 of Table 2.

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 reducing 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. The following programs should be consid-
ered in this review:

e 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], a pro-
gram that dates to the 1974 Housing and Community Develop-
ment Act of 1974. CDBG is an annual formula grant directed



113

to State and local governments. In 2016, Congress appro-
priated $3.0 billion for CDBG. A vast range of activities are eli-
gible for funds, such as home water and energy efficiency ac-
tivities, historic preservation, demolishing blighted properties,
street and sidewalk repairs, job training, grants to local busi-
nesses, and community planning.

Local organizations, private business, and sometimes local
communities at-large are the ultimate recipients of CDBG
funds. Likewise, the benefits are enjoyed locally, not nation-
ally. The program’s effectiveness has been compromised over
the decades by debates over formulas, which have allowed
wealthier communities to receive funding at the expense of
lower-income communities; currently there is no maximum
community poverty rate to determine eligibility for funds, nor
are communities with high average income limited or excluded.
Further, wasteful and inefficient projects have received grants,
and the program has been criticized for incurring unneces-
sarily high administrative costs, which drain funding for actual
projects.

e The Economic Development Administration [EDA]. Although
the program purports to give financial aid to economically dis-
tressed areas, it is nothing more than a mask for political pet
projects. Essentially, the agency provides “grants” and “invest-
ments” for local projects, including private sector projects that
should not be eligible for Federal Government’s help to begin
with. Just as with earmarks, the EDA uses taxpayer dollars to
target local projects with a very narrow benefit—in many cases
just one particular company or small segment of population,
and should be eliminated.

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

Reform the Federal Emergency Management Agency. The budget
supports implementation of reforms at the Federal Emergency
Management Agency [FEMA] passed by Congress to improve serv-
ice delivery and cost efficiencies in disaster assistance, while at the
same time proposing further steps to eliminate overlap and ineffi-
ciencies.

The budget also acknowledges the need to look at reforms in dis-
aster-relief assistance to ensure those State and local governments
most in need are receiving the assistance required. The disaster
declaration is intended as a process to help State and local govern-
ments receive Federal assistance when the severity and magnitude
of the disaster exceeds State and local resources, and when Federal
assistance is absolutely necessary, but recent administrations have
come to use it almost promiscuously. From 1953 through 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
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per year.133 The past three administrations alone have more than
doubled that number, making in excess of 2,400 declarations to
date—including a single-year high of 242 by the current adminis-
tration in 2011.

When disaster relief decisions are not made judiciously, limited
resources are diverted away from communities that are truly in
need. This budget supports Government Accountability Office rec-
ommendations and takes a closer look at the following: (1) reducing
Federal expenditures by updating disaster-declaration-eligibility in-
dicators—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, pre-
paredness programs such as the Emergency Management Perform-
ance Grants have shown greater buy-in by State and local govern-
ments; demonstrated better performance in delivering resources to
first responders; and ensured efficient and effective response oper-
ations. These types of reforms will increase transparency in the
way that disaster declaration decisions are made and in accurately
measuring a State’s capacity to respond to a disaster.

Waste, Duplication, and Abuse of Federal Emergency Manage-
ment Agency Programs. In addition to the reforms listed above, this
budget proposes the elimination of duplicative programs that are
not providing their designated benefit, and whose funds are not
being used for the purposes originally intended.

e The Intercity Passenger Rail Grant Program. This program,
run by FEMA on behalf of the Department of Homeland Secu-
rity [DHS], this program provides security funds solely for Am-
trak. Amtrak already receives $1.5 billion annually from the
Federal Government that could be used for funding security
upgrades. In addition, the Amtrak grant program could be
eliminated and the Department of Homeland Security could
allow Amtrak to competitively apply for funding through the
Transit Security Grant Program, which provides security
grants to transit systems.

e Intercity Bus Security Grant Program. This is another pro-
gram run by FEMA for the DHS. It was created to provide
funding for security on intercity bus systems. Many grant re-
cipients, however, are private companies whose focuses are not
public transportation but rather private contracting and event
transportation. The President has put this grant program on
the chopping block, stating that the grants are not awarded
based on risk. The administration believes making risk-based
awards “is the best way to allocate resources to the areas with
the greatest need so as to maximize security gains for the Na-
tion.” 134 In addition, this grant program could be rolled into
the Transit Security Grant Program, which provides funding
for transit systems.

133 Federal Emergency Management Agency, “Disaster Declarations by Year,” February 2015.

134 See Office of Management and Budget, Terminations, Reductions, and Savings: Budget of
the U.S. Government, Fiscal Year 2012, Page 38: https:/www.whitehouse.gov/sites/default/files/
omb/budget/fy2012/assets/trs.pdf
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EDUCATION, TRAINING, EMPLOYMENT,
AND SOCIAL SERVICES

Function Summary: Discretionary Spending

One of the Federal Government’s most important goals should be
creating and supporting an environment of opportunity for all
Americans. A key component of this endeavor is ensuring that all
Americans have access to a high-quality education. A well-educated
workforce drives strong economic performance and international
competitiveness.

Education is a national priority and therefore of great interest to
Washington policymakers. The question is how best to advance the
cause of quality education. In recent years, the primary approach
to furthering educational opportunity has consisted of creating ad-
ditional Federal programs and spending more money. While pur-
sued with the best of intentions, this approach has stripped local
entities of opportunities to make decisions about how their edu-
cational systems and programs will be measured. It is biased to-
ward programs that spend more but pays little attention to what
the country is getting for all of that money. Higher spending has
not led to higher achievement.

Principally, Federal support for K-12 education should aim to
support State and local entities and empower them to produce good
outcomes for students. It should not seize control from States and
localities. Real gains in education result from the diversity and cre-
ativity of State and local educators; centralizing rules and stand-
ards in Washington risks smothering their effectiveness and inno-
vation. The Federal Government does have an interest in edu-
cation, but that interest is chiefly in promoting 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-
tionary funding in this function—are notorious for their failure and
duplication. As described further below, dozens of Federal training
programs have created a labyrinth of bureaucracy that consistently
fails to produce substantial numbers of job placements. In addition
to reforming training programs so they serve Americans more effec-
tively, Congress must make every dollar count by eliminating
wasteful, duplicative, and ineffective programs.

For fiscal 2017, the budget resolution in this category (Function
500 in Table 2 of this report) provides $86.6 billion in discretionary
budget authority and $93.7 billion in outlays, which primarily goes
tSo the Departments of Education, Labor, and Health and Human

ervices.

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-
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port America’s students and workforce without overstepping the
Federal Government’s boundaries or usurping the authority of
State and local entities. Options worthy of consideration include
the following.

Reform Job-Training Programs. The Bureau of Labor Statistics
reports that 7.8 million Americans are unemployed. Yet they also
report 5.6 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 (Public Law 113-
128).

This budget builds on these efforts by calling for further consoli-
dation of duplicative Federal job-training programs and improved
coordination with the recently reformed workforce development
system. This budget will also improve the remaining programs’ ac-
countability by aligning their performance indicators with those
passed as part of the Workforce Innovation and Opportunity Act.
A streamlined approach with increased oversight and account-
ability will not only provide administrative savings, but will im-
prove access, choice, and flexibility, enabling workers and job seek-
ers to respond quickly and effectively to whatever specific career
challenges they face. In addition, the budget recommends a 15-per-
cent State flexibility allotment under the Workforce Innovation and
Opportunity Act.

Make the Pell Grant Program Sustainable. The Pell Grant pro-
gram is the foundation of Federal student aid, helping low-income
students better afford a college education. After years of decisions
to raise the Pell Grant award levels, however, the program is on
unstable financial ground, with real consequences for future stu-
dents. The Congressional Budget Office projects the program will
face a shortfall again in fiscal year 2022. Between fiscal year 2006
and 2016, Pell Grant discretionary costs ballooned from $12.8 bil-
lion to $23.6 billion. CBO estimates the costs will total $28.1 billion
by fiscal year 2026, the last year of the 10-year budget window. In-
stead of confronting the program’s cost drivers, previous Con-
gresses increasingly relied on mandatory spending to make up for
discretionary funding deficiencies. Instead of implementing nec-
essary, structural reforms to set up the program for long-term suc-
cess, lawmakers repeatedly resorted to short-term funding patch-
es—a temporary answer that will not prevent another severe fund-
ing cliff for the program in the future. Any reforms to Pell Grants
should aim toward helping low-income students gain access to
higher education. The budget recommends making responsible ad-
justments so that Pell Grants will continue to remain available for
future students. These include the following:

¢ Roll back certain recent expansions to the needs analysis to en-
sure aid is targeted to needy students. 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]
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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.

e 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.

o Consider setting a maximum-income cap that accounts for fam-
ily size and other qualifying factors. Currently there is no fixed
upper-income limit for a student to qualify for Pell. Figures are
plugged into a formula to calculate the grant amount for which
the student qualifies. The higher the income level of the stu-
dent and the student’s family (and therefore expected family
contribution to the student’s education), the smaller the grant
he or she receives.

¢ Eliminate eligibility for less-than-half-time students. Some stu-
dents eligible for Pell grants may be balancing a job and col-
lege courses, along with other responsibilities. Timely comple-
tion of required course credits remains important, and the
budget supports reserving funding for students who are en-
rolled on at least a half-time basis.

e 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.

e 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 2009-2010 academic year. To get
program costs back to a sustainable level, the budget rec-
ommends maintaining the maximum award for the 2016-2017
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 decisions about their
individual postsecondary education. Additionally, the Federal Gov-
ernment should remove regulatory barriers in higher education
that act to restrict flexibility and innovative teaching, particularly
as it relates to non-traditional or contemporary models, such as on-
line 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
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Federal program funds for administrative purposes. The budget
suggests prohibiting this practice. Schools already benefit signifi-
cantly from participating in Federal student-aid programs.

Ensure Federal Early Childhood Programs Work for Children
and Families. Recently enacted legislation, the Every Student Suc-
ceeds Act, is intended to scale back Federal overreach into local
education decisions and reorganize and streamline many programs
and funding streams. In short, it aims to better target resources
and shrink bureaucracy. As the legislation is implemented, the
budget supports giving priority to funding for programs with dem-
onstrated success, and facilitating State and local efforts. In future
legislation, it also supports reforms to consolidate or eliminate pro-
grams and activities that are not improving outcomes for partici-
pating children and parents. For example, a study released in 2010
by the Department for Health and Human Services [HHS], found
that the decades-old Head Start program was not improving par-
ticipating children’s math, language, and literacy skills. Nor was it
improving parenting practices.135 Children and their parents de-
serve better. The administration has since taken regulatory action
aimed at correcting the program’s course, but without engaging
Congress in discussions about how best to do so. More can be done,
and the budget supports efforts by the committees of jurisdiction
to ensure that the focus at HHS is not on perpetuating bureaucracy
or ineffective programs but on adequately supporting parents, ex-
panding parental choice, and preparing low-income children for
kindergarten and later education. Overall, winding down early
childhood programs that are not working, and resisting efforts to
establish or fund new programs while existing ones are failing to
fulfill their promises, is in the best interests of children and their
parents and taxpayers.

Reform Federal Primary and Secondary Education Programs.
The Every Student Succeeds Act is aimed at prohibiting Federal
overreach in the area of academic standards for K-12 education,
too. Certain provisions prevent the Federal Government from coerc-
ing States into adopting specific sets of academic standards, such
as Common Core. Setting standards, devising curricula, and con-
ducting related activities are not Federal duties; they are of State
and local concern. The budget supports work to implement these
provisions as well as future efforts that stop Federal edicts and in-
stead empower States and local communities.

Further, the current structure for K-12 programs at the Depart-
ment of Education is fragmented and ineffective. Many programs
are duplicative, not working as intended, or are highly restricted,
serving only a small number of students. Given the budget con-
straints, Congress must focus resources on programs that truly
help students. The Every Student Succeeds Act was crafted to
eliminate or consolidate 49 of these programs and replace them
with a single Student Support and Academic Enrichment Grant.136
The budget encourages the timely transition from a morass of K—
12 programs to the new streamlined system, which will increase ef-

135 See U.S. Department of Health and Human Services, Head Start Impact Study, 15 Janu-
ary 2010: http://www.acf.hhs.gov/sites/default/files/opre/executive_summary final.pdf.
136 Became Public Law 114-95.
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ficiency and empower State and local entities. Students and fami-
lies deserve choice and flexibility in their educational decisions.
Downsizing the number and scope of programs, and making more
Federal aid dollars portable will make that possible. Federal dol-
lars should be spent not on more bureaucracy, but on efforts that
improve academic outcomes.

The budget also recommends that, as efforts to consolidate and
streamline are undertaken, the committees of jurisdiction continue
giving priority to funding for students with disabilities provided
under the Individuals with Disabilities Education Act [IDEA].
IDEA funding has consistently fallen short of the 40-percent Fed-
eral contribution threshold established in statute. In a letter re-
questing the Budget Committee give priority to IDEA funding,
Chairman Kline (R-MN) of the Committee on Education and the
Workforce, along with several other House Members, write that in-
adequate funding means “[S]chool districts struggle to offer special
needs students the necessary placements, supports, and services to
which they are legally entitled.” 137 Congress should refocus efforts
to support this existing commitment before it entertains new edu-
cation 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. The agencies can raise funds from private-sector pa-
trons, which will also free them from any risk of political inter-
ference.

Make Way for State, Local, and Private Funding for Museums
and Libraries. The Institute of Museum and Library Services is an
independent agency that makes grants to museums and libraries.
This is not a core Federal responsibility. This function can be fund-
ed at the State and local level and augmented significantly by char-
itable contributions from private-sector businesses, organizations,
and individuals in civil society.

Promote More Private Funding for the Smithsonian Institution.
The Smithsonian Institution consists of 19 museums and galleries,
a zoological park, and research and supporting facilities. Approxi-
mately 26.7 million visitors enjoyed the Smithsonian complex in
fiscal year 2015. That same year, it raised nearly $230 million in
private funds. Through Federal grants and appropriated funds,
general taxpayers contribute about 60 percent of its annual budget.
The remaining 40 percent is derived from trust fund sources and
non-Federal funds, including private gifts, endowment disburse-
ments, membership contributions, external grants, and business in-
come.138 The budget supports continued efforts by the Smithsonian
to generate non-Federal revenue. Given the current Federal fiscal
environment, increased private funding can better enable the

137 Letter to Budget Committee Chairman Price, M.D. (R-GA) and Ranking Member Van Hol-
len (D-MD), from Chairman Kline and Representatives McMorris Rodgers (R-WA), Sessions (R—
TX), and Smith (R-TX), 11 March 2016: http://edworkforce.house.gov/uploadedfiles/
idea budget letter fy 2017.pdf.

138 See Smithsonian Dashboard, Finances: http://dashboard.si.edu/finances.
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Smithsonian to expand its collections, improve existing facilities,
and make business decisions it deems necessary.

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
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.

HEALTH

Function Summary: Discretionary Spending

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. Federal policies
should foster innovation in health care, not stifle it. Yet too often
the bureaucracy and red tape in Washington hold back medical in-
novation and prevent new lifesaving treatments from reaching pa-
tients. This resolution recognizes the valuable role of government
support for organizations, such as the National Institutes of Health
[NIH], but also the indispensable contributions to medical research
coming from outside Washington.

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 2017 are $59.7 billion in budget au-
thority and $59.6 billion in outlays. The 10-year discretionary to-
{:als are $632.6 billion in budget authority and $618.7 billion in out-
ays.

Illustrative Discretionary Spending Policy Options

The principal authorizing committees in this category are the
Committee on Energy and Commerce and the Committee on Over-
sight and Government Reform. Funding is provided by the Appro-
priations Subcommittees on Labor, Health and Human Services,
Education, and Related Agencies; Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies; and the Leg-
islative Branch. These panels will make the actual policy choices,
which might be guided by the principles and policy options de-
scribed below.

Support Global Health Responses. Threats to public health must
be taken seriously. As the first line of defense for the American
people, the budget protects funding for the NIH and the Centers
for Disease Control and Prevention [CDC]. This resolution recog-
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nizes the importance of resources to combat infectious diseases and
respond to global health crises, ensuring the nation’s capability to

prepare and act upon emerging health threats, such as Ebola, Zika,
and the like.

Foster Medical Research, Innovation, and Development. Medical
breakthroughs and discoveries are made every day, and the pace
of medical innovation will continue to quicken due to advancements
in groundbreaking fields such as genomic medicine, biomedical re-
search, and molecular medicine. The NIH and the CDC foster fun-
damental creative discoveries, cures, and therapies, and serve as
the first line of defense against health safety and security threats.
The budget resolution supports a level of funding for these agencies
that enables them to continue their important work.

Regrettably, much of this innovation has faced significant hur-
dles due to Federal over-regulation. For example, a recent report
from the Mercatus Center at George Mason University highlights
the proper role the Food and Drug Administration [FDA] should
have in the 21st Century.139 It should not be an organization that
holds up products for 9 years before approving them.40 It should
not cost innovators close to $20 million to deal with the FDA’s myr-
iad requirements.14! Most important, patients should not be left to
suffer the true costs of delaying life-saving devices. This resolution
calls for a complete examination of the FDA approval process to
promote a more effective, efficient system that truly safeguards
Americans’ access to innovative cures and therapies.

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.

Defend Life and Promote Access to Health Care. This resolution
supports the long-standing policy to ban Federal taxpayer dollars
from funding elective abortions and calls for a 1-year cessation of
Federal funding for Planned Parenthood. The resolution would re-
invest the Planned Parenthood funding in community health cen-
ters to promote greater access to care for women, men, children,
and the unborn.

Limit Federal Health Coverage 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.

139 Jason Briggeman, Joseph V. Gulfo, and Ethan C. Roberts, The Proper Role of the FDA for
the 21st Century, the Mercatus Center at George Mason University, February 2016: http:/
mercatus.org/sites/default/files/Gulfo-Proper-Role-FDA-v1.pdf.

140 Emergo, “How long it has historically taken the FDA to clear 510(k) submissions,” re-
trievedhl February 2016: http://www.emergogroup.com/resources/research/fda-510k-review-times-
research.

141 AdvaMed, FDA Impact on U.S. Medical Technology Innovation, November 2010: http:/
advamed.org/res.download/30.
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Make Common Sense Reforms to the Occupational Safety and
Health Administration. The goal of the Occupational Safety and
Health Administration [OSHA] should be to find ways to make
even more progress on the excellent record of U.S. businesses in
preventing workplace accidents, not to unnecessarily punish job
creators. This budget would provide regulatory relief for businesses
by preventing OSHA from imposing fines for non-serious infrac-
tions that are corrected within the time allotted in the citation, or
by the end of the final appeals process.

Restrict Federal Funding for Advertising Against American-Made
Products and Wasteful Government Activities Such as Pickleball.
This budget repeals funding from the Prevention and Public Health
Fund, created as part of the Affordable Care Act. The goals of the
fund are laudable—and it is a goal of the budget to focus on pre-
venting disease rather than simply treating people once they be-
come ill. Nevertheless, funding for the Prevention and Public
Health Fund is over and above the amount that Congress has ap-
propriated for the activities covered by it. In effect, administrators
at the Department of Health and Human Services can spend the
funds made available however they want, without congressional
oversight. As the Committee on Energy and Commerce has uncov-
ered, the administration has used dollars in this fund to promote
Picklgzball, free pet neutering, 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 singling out and at-
tacking legal American products and industries that the adminis-
tration claimed contributed to bad health. The CDC does excellent
work on early detection, prevention, and treatment for breast and
cervical cancer, as well as on immunizations, flu vaccines, and
many other worthy efforts. The agency should receive sufficient
funding for these activities, but no government agency should re-
ceive American taxpayer dollars to advertise against American-
made products

Target Resources, Improve Outcomes. The budget supports better
targeting of Federal spending to achieve the country’s health care
goals. For example, the budget calls for eliminating duplicative pro-
grams at the Department of Health and Human Services [HHS].
The budget proposes to merge the Agency for Healthcare Research
and Quality [AHRQ] into existing HHS agencies. The AHRQ’s mis-
sion and areas of research exist within other HHS agencies and are
therefore duplicative and unnecessary.

The budget also supports prudent investments to improve mental
health care and awareness. In 2015, according to NIH, nearly 10
million adults in the U.S. lived with severe mental illness,’42 and
it is important that the Federal Government give priority to treat-
ment of the sickest and most vulnerable patients. The Government

142 National Institute of Mental Health, “Director’s Blog: Mental Health Awareness Month: By
the Numbers,” 15 May 2015: http://www.nimh.nih.gov/about/director/2015/mental-health-aware-
ness-month-by-the-numbers.shtml.
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Accountability Office recently did a study that identified more than
100 distinct programs supporting individuals with serious mental
illness, and found interagency coordination for programs severely
lacking.143 Federal dollars should not be squandered on antiquated
programs that fail to meet patients’ needs. The budget calls for
Federal programs to be reoriented to advance treatment for those
facing serious mental illness. Any research conducted and grants
awarded by the Federal Government should be firmly rooted in evi-
dence-based practice. Programs and resources in this area should
focus on psychiatric care for patients and families most in need of
services.

Finally, the budget recognizes that the United States is in the
midst of a deadly battle with opioid and heroin abuse. According
to the CDC, drug overdose deaths have increased five-fold since
1980.144 The Committee on Energy and Commerce has led an ongo-
ing effort to ascertain which Federal programs have been effective
in combatting opioid abuse, and which have not—and why the lat-
ter failed. This effort should continue. The budget calls for a com-
plete examination of the Federal response to the crisis. The govern-
ment should implement prevention activities, and evaluate them to
identify effective strategies for preventing substance abuse. The
budget resolution includes a policy statement that describes in
greater detail the contours of how the Federal Government should
respond to the ongoing substance abuse crisis.

INCOME SECURITY

Function Summary: Discretionary Spending

Programs that subsidize food and housing for low-income Ameri-
cans remain largely unreformed, nearly two decades after the suc-
cess of the Personal Responsibility and Work Opportunity Act—the
major welfare reform bill enacted in 1996. This budget proposes to
improve work incentives for these programs and increase State
flexibility.

Discretionary spending components of this category (Function
600 in Table 2) include the Special Supplemental Nutrition Pro-
gram for Women, Infants, and Children; the Low Income Housing
Energy Assistance Program; housing assistance programs; and the
Child Care and Development Block Grant. For these programs the
budget resolution provides $65.5 billion in budget authority in fis-
cal year 2017, and $66.6 billion in outlays. The budget assumes dis-
cretionary spending of $709.9 billion in budget authority and
$707.4 billion in outlays in this area over the 2017—2026 period.

Illustrative Discretionary Spending Policy Options

The main committees responsible for funding these programs are
the Committee on Agriculture; the Committee on Financial Serv-

143 Government Accountability Office, HHS Leadership Needed to Coordinate Federal Efforts
Related to Serious Mental Illness, report to the Energy and Commerce Subcommittee on Over-
sight and Investigations, December 2014: http:/energycommerce.house.gov/sites/repub-
licans.energycommerce.house.gov/files/114/Analysis/20150205GAOReport.pdf.

144 Margaret Warner, Ph.D., et al, “Drug poisoning deaths in the United States, 1980-2008,”
Centers for Disease Control and Prevention, National Center for Health Statistics Data Brief
No. 81, December 2011: http://www.cdc.gov/nchs/data/databriefs/db81.htm.
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ices; 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 to expand work incentives. The options below are potential pol-
icy proposals that follow such guidelines.

Make Responsible Reforms to Housing-Assistance Programs. This
resolution supports taking actions that would make housing-assist-
ance programs more sustainable and direct Federal dollars to serve
those most in need. Despite dramatic funding increases, the Worst
Case Housing Needs Report to Congress by the Department of
Housing and Urban Development [HUD] suggests the number of
families who are severely rent-burdened or live in substandard con-
ditions remains alarmingly high. Reforms are needed to ensure as-
sistance is available to those most in need and is structured in a
way that best enables upward mobility. One option would be to
gradually expand the Moving to Work program 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 effectively. This budget also
supports the reforms incorporated into the Housing Opportunity
Through Modernization Act of 2015 (H.R. 3700). Declaring house-
holds ineligible for assistance if they exceed the income and asset
limits allows HUD to make sure that housing assistance is being
provided to those who need it most.

Reform Supplemental Nutrition Assistance Program [SNAP] Out-
reach Funding. This budget assumes that outreach funding for
SNAP is reduced, and funds are shifted toward programs that fa-
cilitate upward mobility, such as properly reformed job-training
programs.

Eliminate the Emergency Food and Shelter National Board Pro-
gram [EFS]. This is the Federal Emergency Management Agency
[FEMA] version of the Agriculture Department’s The Emergency
Food Assistance Program [TEFAP]. Both programs provide gro-
ceries and prepared meals to needy individuals through local gov-
ernment and non-profit entities. Providing comparable benefits to
a similar population, but managing the programs separately, is an
inefficient use of Federal funds. The sheer volume of Federal hun-
ger programs, and the fact they are scattered among several agen-
cies, prevent them from being used by those people they are in-
tended to help. The Government Accountability Office cites the ex-
ample of a director of a non-governmental organization who admin-
isters the FEMA version of the program; the director explains that
it is often unclear which Federal food assistance programs are
available to non-governmental organizations and which ones are
best suited for his organization’s mission and resources.14> After
eliminating the Emergency Food and Shelter National Board Pro-
gram [EFS], the budget supports requiring the Department of Agri-

145 Government Accountability Office, Domestic Food Assistance: Multiple Programs Benefit
Millions of Americans, but Additional Action Is Needed to Address Potential Overlap and Ineffi-
ciencies, 20 May 2015: http://www.gao.gov/assets/680/670313.pdf.
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culture to adopt any responsibilities currently being met by the
EFS program and not currently being met by TEFAP.146

Continue Support for Efforts to End Chronic Homelessness.
Thanks to efforts at the Federal, 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 2020.

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 2017 are $6.5 billion in discretionary
budget authority, with $6.6 billion in outlays. The 10-year totals in
the budget resolution are $83.4 billion in discretionary budget au-
thority and $82.8 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.

For administering the Social Security Programs, the budget pro-
vides $5.4 billion in discretionary budget authority and $5.4 billion
in outlays for fiscal year 2017. The 10-year totals for discretionary
budget authority and outlays are $61.5 billion and $61.3 billion, re-
spectively (Function 650 in Table 2). All the budget authority and
all but a sliver of residual outlays are off budget. The Social Secu-
rity Administration oversees the program.

The budget assumes that program integrity funding is provided
to combat waste, fraud and abuse, and reduce improper payments.
The resolution recommends these resources be provided within ex-
isting Budget Control Act cap levels for fiscal year 2017 through
fiscal year 2026, thereby saving $10.0 billion over 10 years.

146 The Department of Homeland Security proposed that the Department of Housing and
Urban Development take over the Emergency Food and Shelter National Board Program, but
no consolidation efforts were proposed. See Department of Homeland Security, Congressional
Budget Justification for Fiscal Year 2016, pp. 31-42: https:/www.dhs.gov/sites/default/files/pub-
lications/DHS FY2016 Congressional Budget Justification.pdf.






Direct Spending

Uncontrolled automatic spending (formally called “direct” or
“mandatory” spending 147) has come to dominate the Federal budg-
et, and its share of total outlays continues to increase. As noted
previously, this form of spending is largely open-ended and flows
from effectively permanent authorizations. Most of the programs
funded this way pay benefits directly to groups and individuals
without an intervening appropriation. They spend without limit,
and their totals are determined by numerous factors outside the
control of Congress: caseloads, the growth or contraction of GDP,
inflation, and many others.

The majority of this spending goes toward the government’s
health programs—mainly Medicare, Medicaid, and now the Afford-
able Care Act. Social Security represents another major component.
Apart from these, however, there are numerous other benefit pro-
grams financed with automatic spending. These include farm as-
sistance, food stamps, a range of income support programs, tuition
assistance for college students, and many other programs. This sec-
tion discusses solely the direct spending in these areas to reinforce
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 Old-Age and Survivors Insurance
[OASI], and the second for Disability Insurance [DI]. Under current
law, both trust funds face insolvency within the next 20 years—one
in less than 7 years—depleting their capacity to pay full benefits.
The Social Security Program already is running a cash deficit,
meaning it 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 un-
able to meet all its benefit payments now. With each year Congress
delays, the policy changes needed to correct the program’s fiscal

147The 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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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
condition of both trust funds.

The lack of bipartisan congressional action on a long-term solu-
tion to the problem facing Social Security has resulted in many
Members of Congress offering their own solutions. One such pro-
posal would be a bipartisan commission that would be required to
study the structural deficiencies within the current Social Security
system and report back with specific legislative proposals for Con-
gress and the President to consider.

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.

Social Security benefits are reflected in the direct spending of
budlget Function 650. It is the largest budget category in terms of
outlays.

Under this budget, these benefits total $913.3 billion in budget
authority in fiscal year 2017, and $908.6 billion in outlays. Over 10
years, the totals are $12.2 trillion in budget authority and $12.1
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][i);i (In) this report, they appear as off-budget direct spending in
Table 3.

While the Committee on Ways and Means will determine actual
policies, the discussion below offers some guiding principles to in-
clude in the debate.

OASI’s Looming Insolvency

Although the OASI Trust Fund is projected to remain solvent
through 2035, 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 through 2010, more tax reve-
nues were collected by the trust fund than what it paid out in So-
cial Security benefits. The government borrowed these surplus
funds for programs unrelated to Social Security. Critics called this
a “raid” on Social Security that threatened retirees’ future bene-
fits—but it was not. All the borrowed funds were replaced with in-
terest-bearing Treasury securities—the only kind of resources the
trust fund holds—that can be redeemed as needed. That is what
makes the trust fund a trust fund.

The real problem is that the ability to redeem these securities
depends entirely on the Treasury’s ability to raise money through
taxes or borrowing. That is especially significant now that the pro-
gram is running a cash deficit, and paying out more in benefits
than it collects in payroll taxes. To pay full benefits, the govern-
ment must pay back the money it owes Social Security. This trend
will worsen, because 10,000 baby boomers are reaching retirement
age every day. As stated in 2013 by the then-Director of the Con-
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gressional Budget Office [CBO]: “[O]n a unified budget basis, tak-
ing 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.” 148

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 a long-term solution to Social Security’s fiscal chal-
lenges. “If you want to help both programs you’re not going to ac-
complish that by moving money around just between them.” 149

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 Fiscal Commission by requiring
the President to put forward specific solutions to fix Social Secu-
rity’s long-term fiscal problem. The budget also puts the onus on
Congress to offer legislation ensuring the long-term solvency of this
program. Any policy proposal offered regarding the Disability In-
surance program should first and foremost strengthen the long-
term integrity of the program for Americans with disabilities (see
further discussion below).

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 the long-term sol-
vency of the Social Security Program. While the Committee on
Ways and Means would make the final policy decisions, this provi-
sion would require the following:

148 Douglas W. Elmendorf, Director of the Congressional Budget Office, testimony to the Com-
mittee on the Budget, U.S. House of Representatives, 13 February 2013.

149Tbid.
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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, determine
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 balance 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 submission, the committees
of jurisdiction to which the legislation has been referred shall
report the bill, which shall be considered by the full House and
Senate under expedited procedures.

Disability Insurance

The Social Security Disability Insurance program provides an es-
sential income safety net for persons with disabilities and their
families. 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 2022, according
to the Social Security Trustees, unless Congress acts.

In 2015 Congress took the first step toward comprehensive Dis-
ability Insurance reform that would solve the trust fund’s long-
term financing troubles. The Bipartisan Budget Act of 2015 in-
cluded a number of provisions to reduce fraud and increase pro-
gram integrity that strengthened the DI program and extended its
solvency date to 2022.150

Despite this recent legislation, the structural problems facing the
DI program remain the same. Under current law, its trust fund is
expected to be exhausted in 2022. If lawmakers do not enact re-
forms to ensure the long-term solvency of the Disability Insurance
Program, an immediate 11-percent reduction in benefits will be re-
quired when the trust fund becomes exhausted.151

The huge growth in the number of individuals receiving Dis-
ability Insurance, and the benefits paid to each, have contributed
heavily to the worsening financial condition of the DI trust fund.
In 2012, the Congressional Budget Office reported that the share
of working-age adults receiving Disability Insurance benefits rose
from 1.3 percent in 1970 to 4.5 percent in 2011.152 Between 1990
and 2013, the total number of individuals receiving DI benefits in-
creased from 4.3 million to 11.3 million, or by 155.8 percent.153

150 Public Law 114-74.

151 Congressional Budget Office, Estimate of the Effects on the OASI and DI Trust Fund of
enacting H.R. 1314, the Bipartisan Budget Act of 2015, introduced 27 September 2015.

152 Congressional Budget Office, Policy Options for the Social Security Disability Insurance
Program, July 2012, p. 2.

153 Congressional Research Service, Social Security Disability (DI) Trust Fund: Background
and Solvency Issue, 21 August 2014.
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Meanwhile, tax revenues paid into the DI trust fund have re-
mained relatively flat as a share of taxable payroll.

The demographic factors contributing to the problem 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 become severely disabled. In addition, pol-
icymakers have expanded the ways in which applicants may qual-
ify for benefits. At the same time, those on disability are in many
ways prevented from improving their situations. If they work too
much, they see their benefits cut off.

Principles for Disability Insurance Reform

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

e Ensure benefits continue to be paid to individuals with disabil-
ities and their family members who rely on them,;

e Prevent an 11-percent across-the-board benefit cut;
¢ Make the Disability Insurance program work better; and
¢ Promote opportunity for those trying to return to work;

Consistent with the House rule, reforms should begin to improve
the financial situation of the Social Security 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, a clear example
of duplication in the Federal budget. The proposal would give the
Social Security Administration the authority to identify fraud and
prevent individuals from obtaining benefits from both programs. It
is consistent with a similar policy proposal the President has made
in his budget requests. In acknowledging the President’s desire to
act, this budget takes the first step in preventing across-the-board
benefit reductions to the Social Security Program. This policy op-
tion could save up to $5.4 billion.

MEDICARE

Function Summary: Direct Spending

The Medicare Program, along with Medicaid, reached its 50th
anniversary in July 2015. By many measures, Medicare has seen
remarkable successes, such as providing access to health care for
millions of seniors, and contributing to increased life expectancies
and decreased rates of poverty among seniors. Recent reforms have
also introduced choice and market competition to the program
through Medicare Advantage and Medicare Part D, an optional
prescription drug benefit, which provide seniors with the oppor-
tunity to choose from an array of private plan options the coverage
that best suits their health care needs.

Nevertheless, these successes have been accompanied by signifi-
cant difficulties. Medicare and the other major health care pro-
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grams are projected to consume an ever-increasing portion of the
Federal budget over time.154 In the next decade, annual spending
on these programs will double, from $1.0 trillion to $2.0 trillion, the
Congressional Budget Office estimates.155 Furthermore, the basic
benefit for Medicare Parts A and B—which cover hospital insur-
ance and supplementary medical insurance, respectively—remains
a complicated structure that conflicts with the experience a major-
ity of beneficiaries enjoyed for a lifetime in the private health in-
surance market prior to entering the program. The complexity of
the benefit structure, along with a multitude of rules and regula-
tions, make Medicare a bureaucratic quagmire for both bene-
ficiaries and providers. Many providers either no longer accept new
Medicare patients or refuse to accept Medicare altogether simply to
avoid the bureaucracy. Under current law, Medicare’s promise to
America’s seniors will be broken during the next 50 years, as the
program will no longer be able to provide health security for cur-
rent or future beneficiaries. Such a prospect is unacceptable and
actions must be taken to save, strengthen, and secure Medicare,
ensuring the program’s long-term sustainability for all generations.

Medicare’s most notable challenge lies in its failing financial
structure, which makes the program unsustainable for the long
term. Over the past five decades, Medicare has expanded to include
four parts—Part A, Part B, Part C (Medicare Advantage), and Part
D (optional prescription drug coverage)—each with a different
funding mechanism.

When the Medicare Program began in 1965, it consisted of just
two essential parts: Part A, coverage for hospital services, or hos-
pital insurance [HI]; and Part B, or supplementary medical insur-
ance [SMI]. The HI Trust Fund is funded primarily through a des-
ignated payroll tax of 2.9 percent that is shared equally by em-
ployer and employee. The SMI Trust Fund is supported much dif-
ferently; revenues consist of beneficiary premiums, which must ac-
count for 25 percent of all Part B costs on an annual basis, and
transfers from the U.S. Treasury’s general revenues.

During the late 1990s, Medicare Part C, or Medicare Advantage
[MA], was created. Medicare Advantage offers beneficiaries private
plan options that cover services provided under Part A, Part B, and
often Part D benefits. The Federal Government determines the
level of spending per enrollee that will be provided to MA plans
(with funds from the appropriate trust funds used to offset the Part
A, Part B, and Part D costs), and beneficiaries pay a monthly pre-
mium as they do under Parts B and D.

Finally, Medicare Part D, prescription drug coverage, was estab-
lished in 2003. Part D is structured similarly to Part B and is a
separate account within the SMI Trust Fund. Beneficiary pre-
miums account for approximately 25.5 percent of costs, with the re-
maining 74.5 percent funded through general revenues.156 Unlike
any other program in Medicare, however, Part D relies on market
forces and competition among private plans to drive down costs. As

154 Jsing CBO’s descriptions, the major health care programs are Medicare, Medicaid, the
State Children’s Health Insurance Program, and the Affordable Care Act’s exchanges and associ-
ated credits and subsidies.

155 Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, January

16

156 Part D also receives payments from States for dually enrolled beneficiaries in the program.
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a result, year after year Part D reports costs millions of dollars
lower than projected, while still maintaining high quality and bene-
ficiary satisfaction—lessons that ought to be applied throughout
the Medicare Program.

Medicare currently serves more than 57 million beneficiaries,
and is the second largest direct, or automatic, spending program
after Social Security.157 In 2015, Medicare Program costs totaled
$634 billion, and CBO projects spending to more than double by
2026, reaching $1.3 trillion that year.

Several factors contribute to the growth in program spending
over the next decade. Foremost is the aging of the population. In
2011, the first baby boomer enrolled in Medicare. This generation
will continue to age into the program over the next two decades at
a rate of approximately 10,000 beneficiaries per day. By the time
the baby-boom generation has fully aged into Medicare in 2030, the
program will cover more than 75 million beneficiaries. Such an in-
crease in the Medicare-covered population naturally corresponds
with an increase in program costs, but this effect is further exacer-
bated by a number of additional factors. Since the beginning of the
program, the average life expectancy has increased dramatically
while the Medicare retirement age has remained unchanged. In
1965, the average life expectancy was 70 years, meaning Medicare
provided 5 years of health care coverage on average. Today, life ex-
pectancy is almost 80 years, and the average Medicare beneficiary
remains in the program roughly three times longer than those en-
rolled at its inception.

Additionally, revenues for Part A—supporting the HI Trust
Fund—cannot meet the costs of the program due to a shrinking
working-age population. When Medicare was created, there were
4.5 workers for every beneficiary enrolled in the program, which
easily sustained the pay-as-you-go funding structure. Today, the
ratio has declined, with approximately three workers per bene-
ficiary. By 2030, when the baby-boom generation has fully aged
into Medicare, the ratio will be closer to two workers per bene-
ficiary, meaning less revenue will be available to offset ever-in-
creasing program costs. Finally, although most beneficiaries pay
into the Medicare Program throughout their working years, the
Medicare benefit the average person receives far exceeds his or her
contribution to the program through payroll taxes. For example,
the present value of lifetime Medicare taxes for a married couple
earning the average wage and retiring at age 65 in 2015 equaled
approximately $140,000 contributed through payroll taxes, but the
anticipated lifetime Medicare benefit is estimated to be $422,000—
roughly three times the lifetime contribution.158

These trends play a significant role in Medicare’s long-term out-
look. The CBO recently updated enrollment projections for Medi-
care by age group. Currently, the majority of beneficiaries are
under age 75, but by 2035 there will be more Medicare bene-

157 CMS.gov: https://www.cms.gov/fastfacts/.

158 C. Eugene Stuerle and Caleb Quakenbush, Social Security and Medicare Lifetime Benefits
and Taxes, Urban Institute, September 2015: http:/www.urban.org/sites/default/files/alfresco/
publication-pdfs/2000378-Social-Security-and-Medicare-Lifetime-Benefits-and-Taxes.pdf.
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ficiaries over age 75 than under.159 This is especially concerning
when the difference in Medicare per capita spending between older
and younger beneficiaries has widened. The average spending for
a Medicare beneficiary of 85 years is now more than twice that of
a 66-year-old, and spending is three times greater for a 95-year-
0ld.16% Not surprisingly, Medicare costs are expected to rise not
only as a greater number of beneficiaries enter the program, but
also as per-capita costs increase with the continued aging of the
Medicare population. The CBO estimates net program spending to
grow from 3 percent of gross domestic product [GDP] to 5.1 percent
by 2040. Compared to the other major health care programs—Med-
icaid, the State Children’s Health Insurance Program, and the Af-
fordable Care Act [ACA]—that are expected to grow from 2.2 per-
cent to 2.9 percent of GDP by 2040, this is a startling growth rate
for a single program.16l Furthermore, the Medicare Trustees esti-
mate the total amount of unfunded obligations for the Medicare
Program over the 75-year period to equal $3 trillion for the HI
Trust Fund and $24.6 trillion for the SMI Trust Fund.162

In the short term, Medicare costs are projected to outpace in-
come, creating a shortfall in the HI Trust Fund. In January of this
year, the CBO reported the HI Trust Fund would be exhausted by
2026—4 years earlier than the date estimated by the Medicare
Trustees—likely due to the decline in projected economic growth.163
Expenditures from the trust fund, which is financed solely through
the 2.9-percent payroll tax, have exceeded revenues annually since
2008. Although the Medicare trustees expect a slight surplus from
2015 through 2023, the ratio of revenues to costs declines quickly
in the following years. The most recent projection, reported by the
trustees in July 2015, estimated depletion of the HI Trust Fund in
2030. Upon depletion, Medicare may only pay for Part A services
equal to the amount of revenues available in the HI Trust Fund,
which are expected to cover only 86 percent of promised benefits.
The Social Security Act is silent on what steps may be taken upon
depletion of the HI Trust Fund, but beneficiaries’ access to health
care services would certainly be severely reduced without action.

Structural reforms to the Medicare Program are necessary to en-
sure the long-term viability of the program without compromising
beneficiary access to quality care. The Affordable Care Act imposed
across-the-board cuts on Medicare providers and services, and put
those savings toward new government spending programs rather
than to extend the solvency of the Medicare Program. Furthermore,
the Medicare trustees have warned for several years that the low

159 The Congressional Budget Office, The 2015 Long-Term Budget Outlook, June 2015: https:/
www.cbo.gov/sites/default/files/114th-congress-2015-2016/reports/50250/50250-breakout-
Chapter2-2.pdf.

160 Tricia Neuman, Juliette Cubanski, Jennifer Huang, and Anthony Damico, The Rising Cost
of Living Longer: Analysis of Medicare Spending by Age for Beneficiaries in Traditional Medi-
care, The Kaiser Family Foundation, 14 January 2015: http:/kff.org/medicare/report/the-rising-
cost-/of-living-longer-analysis-of-medicare-spending-by-age-for-beneﬁciaries-in-traditional-medi-
care/.

161 The Congressional Budget Office, The 2015 Long-Term Budget Outlook, June 2015: https:/
www.cbo.gov/sites/default/files/114th-congress-2015-2016/reports/50250/50250-breakout-
Chapter2—2.pdf.

162 United States Department of the Treasury. United States Government Notes to the Finan-
cial Statements for the Years Ended September 30, 2014, and 2013: https:/
www.fiscal.treasury.gov/fsreports/rpt/finrep/fr/14frusg/NotestoFinancialStatements 2014.pdf.

163 Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, January
2016.



135

Medicare payment updates authorized by the ACA will lead to seri-
ous limitations of access over the long term, and create perverse in-
centives in the short term that further distort the health care sec-
tor. By 2040, approximately half of hospitals, 70 percent of skilled
nursing facilities, and 90 percent of home health agencies will have
negative margins, the Medicare trustees estimate—an
unsustainable situation that will cause many providers to with-
draw from the program, and will unquestionably limit access to
quality care for Medicare beneficiaries.164 Furthermore, the Inde-
pendent Payment Advisory Board [IPAB] established by the ACA
must submit proposals for further spending reductions if the esti-
mated rate of growth in Medicare exceeds GDP plus 1 percent.
Without congressional action to achieve the same level of savings,
the IPAB’s proposals will automatically take effect. Given these
pressures, medical providers have acted accordingly, with record
rates of consolidation among hospitals and physician practices.
Medicare currently pays approximately 67 percent of what private
insurance would otherwise pay for hospital services. Over time,
however, reimbursements for services are expected to fall well
below providers’ overhead costs, such as rent, energy, equipment,
and the cost of employing medical staff. A recent study by the Gov-
ernment Accountability Office [GAO] reported that from 2007
through 2013, the number of vertically consolidated physician prac-
tices nearly doubled, from 96,000 to 182,000; this occurred more
rapidly in recent years across all regions and hospital sizes.165

As currently structured, Medicare cannot fulfill the promise of
health care security for America’s seniors. Medicare must be saved,
strengthened, and secured to restore the trust that both current
and future retirees will continue to have guaranteed access to
health care providers, services, and treatments. Looking to exam-
ples both within the Medicare Program and the private sector, posi-
tive solutions can be discovered that reduce costs while maintain-
ing access to high quality care through patient-centered reforms
that foster competition, restore market forces, expand choices and
empower individuals, promote innovation, and provide flexibility
for patients and providers.

This budget resolution reflects the Medicare Program in the di-
rect spending portion of Function 570 (see Table 3). The function
includes all four program components: Medicare Part A Hospital
Insurance Program, Part B Supplementary Medical Insurance Pro-
gram, Part C Medicare Advantage Program, and Part D prescrip-
tion drug coverage. For fiscal year 2017, the net direct spending to-
tals in the resolution are $583.5 billion in budget authority and
$583.5 billion in outlays. Over 10 years, Medicare direct spending
is projected at $7.5 trillion in budget authority and $7.5 trillion in
outlays.

1642015 Annual Report of the Boards of Trustees of the Federal Hospital Insurance and Fed-
eral Supplementary Medical Insurance Trust Funds. July 2015. https:/www.cms.gov/research-
statistics-data-and-systems/statistics-trends-and-reports/reportstrustfunds/downloads/tr2015.pdf.

165 Government Accountability Office, Increasing Hospital Physician Consolidation Highlights
Need for Payment Reform, December 2015: http://www.gao.gov/assets/680/674347.pdf.
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Illustrative Direct Spending Policy Options

As in past years, the President’s fiscal year 2017 budget ignores
the underlying structural flaws in the Medicare Program and im-
poses additional policies that follow the same principles of the Af-
fordable Care Act: greater government control in strengthening the
IPAB and the Federal bureaucracy, coupled with further reductions
to reimbursements for providers. These tactics garner savings with-
out regard for the impact on the doctor-patient relationship. In con-
trast, this budget provides policy proposals that protect seniors’
health care security. The budget offers true structural reforms that
generate savings, by allowing competition to derive greater effi-
ciencies, without the loss of access to high-quality care for bene-
ficiaries. The primary authorizing committees—Ways and Means
and Energy and Commerce—have made a laudable commitment to
structural Medicare reforms, along with efforts to improve trans-
parency and eliminate waste, fraud, and abuse in the pro-
gram.166,167

The authorizers retain jurisdiction over the Medicare Program
and the ability to author necessary program reforms, but may
choose to follow the framework outlined below to ensure Medicare’s
long-term sustainability for America’s current and future retirees.

Enhance Quality and Choice in Medicare. Throughout Medicare’s
history, Washington has been slow to innovate and respond to
transformations in health care delivery. Meanwhile, controlling
costs in Medicare’s open-ended fee-for-service system has proved
impossible without limiting access or sacrificing quality. This is be-
cause policies in the main have merely controlled prices or pay-
ments, not costs; in the absence of real structural reform, the fac-
tors that drive costs higher remain. Today, costs continue to grow,
seniors continue to lose access to quality care, and the program re-
mains on a path to bankruptcy. Inaction will not protect Medicare;
it will only hasten the program’s demise.

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 will also guarantee that Medicare can
fulfill the promise of health security for America’s seniors. Hence,
this budget resolution fully supports a patient-centered program
that enhances quality and choice in Medicare.

Under this program, traditional Medicare—which would always
be an option available to beneficiaries—and private plans providing
the same level of health coverage would compete for seniors’ busi-
ness, just as Medicare Advantage does today. By adopting the com-
petitive structure of Part D, the prescription drug benefit, the pro-
gram would also deliver savings for seniors in the form of lower
monthly premium costs.

This improved program assumes a simplified benefit that pro-
vides comprehensive coverage for all beneficiaries, rather than the
complex and fragmented structure in place today. Currently, bene-
ficiaries must enroll in three separate programs to get the same

166 Committee on Ways and Means Committee, Views and Estimates, 5 February 2016.
167 Committee on Energy and Commerce, Views and Estimates on the President’s Fiscal Year
2017 Budget, 4 February 2016.
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comprehensive coverage. Seniors are required to enroll in Part A
for hospitalization; coverage is provided separately for physician
services and prescription medications, through the optional Parts B
and D, respectively. None of these coverage options, however, offers
financial protections for seniors, such as annual or lifetime limits,
and many must sign up for an additional supplemental insurance
policy called Medigap to obtain a fully comprehensive coverage
package.

Today, only Medicare Advantage (Part C) offers seniors the op-
portunity to choose from a selection of comprehensive coverage
plans. Not surprisingly, Medicare Advantage enrollment has tripled
in the past decade and currently serves more than 16 million sen-
iors.168 Medicare Advantage also shows higher satisfaction rates
than traditional Medicare. Beneficiaries were especially satisfied
with the overall cost of Medicare Advantage plans and with the
simplified health process compared to traditional Medicare.16°

The Medicare improvements envisioned in this budget resolution
would adopt the popular simplified coverage structure of Medicare
Advantage, and allow seniors more plan choices while reducing
costs. It would resemble the private insurance market, in which the
majority of Americans select a single health care plan to cover all
their medical needs.

The enhanced program would also continue to offer a robust fi-
nancial benefit to all beneficiaries. In many ways, the benefit pro-
vided would mirror the Federal Employees Health Benefits [FEHB]
Program for Federal employees, retirees, and their families. FEHB
boasts the widest selection of health plans in the country, from
which its eight million members may choose. Plans offered under
the FEHB Program may charge different premium amounts, com-
peting for individuals’ choices, and the government pays a certain
percentage—or a defined contribution—to help offset the cost of
coverage. Similarly, a Medicare recipient would choose from an
array of guaranteed-coverage options, including traditional Medi-
care, for a health plan that best suits his or her needs.

The Federal Government contribution would go directly to the
plan provider, following the current model under both the FEHB
Program and Medicare Advantage. Furthermore, the government
payment would be adjusted so the sick would receive more finan-
cial assistance if their conditions worsened, and lower-income sen-
iors would receive additional support to help cover premiums and
out-of-pocket costs. Wealthier seniors would assume responsibility
for a greater share of their premiums.

Additionally, this enhanced Medicare program would ensure af-
fordability by fixing the currently broken system and letting mar-
ket competition work as a real check on widespread waste and sky-
rocketing health care costs—as successfully demonstrated through
the competitive structure adopted by Medicare Part D. More than
70 percent of beneficiaries are currently enrolled in the prescription
drug benefit, which enjoys extremely high satisfaction rates among

168 Gretchen Jacobson, Anthony Damico, Tricia Neuman, and Marsha Gold, Medicare Advan-
tage 2015 Spotlight: Enrollment Market Update, The Kaiser Family Foundation, 30 June 2015:
http:/kff.org/medicare/issue-brief/medicare-advantage-2015-spotlight-enrollment-market-update/.

169 Morning Consult, Seniors Love Their Medicare (Advantage), 30 March 2015: http:/
morningconsult.com/2015/03/seniors-love-their-medicare-advantage/.
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seniors.170 In 2015, nearly 90 percent reported satisfaction with
their coverage, and 85 percent consider the coverage to be a good
value.l7! Similarly, this personalized arrangement puts patients in
charge of how their health care dollars are spent, requiring pro-
viders to compete against one another on price and quality.

The improvements to Medicare derive from a long history of bi-
partisan reform plans based on the defined contribution model, or
premium support, with a competitive bidding structure to lower
costs. The 1999 Breaux-Thomas Commission, the Domenici-Rivlin
2010 Report, and the 2011 Wyden-Ryan plan all put forward this
model of reform as it is designed to ensure security and afford-
ability for seniors now and into the future.l72 All three recognize
two fundamental truths: the current path of Medicare is
unsustainable, and it is unacceptable for Washington to allow the
program to fail current or future beneficiaries. Each proposal fur-
ther developed the policy with the intent of preserving Medicare
over the long term without reducing health care access or quality.

The policy continues to garner bipartisan support today. Most re-
cently, the President’s fiscal year 2017 budget proposal included a
similar reform to introduce a competitive bidding structure into the
Medicare Advantage program. His proposal fails, however, to offer
the benefits of more choice and lower costs achieved through the
competitive bidding structure to all beneficiaries.

Following these examples, the Congressional Budget Office
preformed an analysis of two variations of premium support that
established a defined government contribution using different for-
mulas. CBO determined that a Medicare program following the
premium support model that based the contribution level on an av-
erage of bids submitted by competing plans would result in savings
for both beneficiaries and the program. Moreover, it would set up
a carefully monitored exchange for Medicare plans. Health plans
that chose to participate in the Medicare exchange would agree to
offer insurance to all Medicare beneficiaries, to avoid cherry-pick-
ing, and to ensure that Medicare’s sickest and highest-cost bene-
ficiaries received coverage.l73 A patient-centered Medicare program
would also adopt these protections to guarantee better health, bet-
ter value, and better choice for America’s seniors, and allow all
those in traditional, fee-for-service Medicare the same opportunity
as new retirees to remain there or transition into the improved pro-
gram beginning in 2024.

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

170 The Kaiser Family Foundation, The Medicare Part D Prescription Drug Benefit, 13 October
2015: http:/kff.org/medicare/fact-sheet/the-medicare-prescription-drug-benefit-fact-sheet/
#endnote_link 165022—4.

171 Morning Consult, National Tracking Poll, conducted 8-13 July 2015: http:/
www.medicaretoday.org/pdfs/2015_Medicare Today National Seniors Poll.pdf.

172 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; Bi-
partisan 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.; Senator Ronald L. Wyden and Representative Paul D.
Ryan. Guaranteed Choices to Strengthen Medicare and Health Security for All: Bipartisan Op-
tions for the Future, 15 December 2011: http:/budget.house.gov/uploadedfiles/wydenryan.pdf.

173 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. Further, it resolves the concerns regard-
ing Medicare’s long-term sustainability, while also lowering costs
for beneficiaries. With the adoption of patient-centered improve-
ments, this program would preserve the positive aspects of tradi-
tional Medicare, while modernizing the program to reflect the
changes to health care delivery in the 21st century.

Implement a Unified Deductible and Reform Supplemental Insur-
ance. This resolution strengthens the Medicare Program through
another bipartisan proposal. The outdated and fragmented fee-for-
service arrangement would be streamlined into one benefit, uni-
fying the separate parts of the program, which would provide cov-
erage for both hospital and physician services. Additionally, the re-
form would provide common sense financial protections for Amer-
ica’s seniors and reform supplemental insurance policies. This pro-
posal, which was also supported by a number of bipartisan commis-
sions including Breaux-Thomas, Domenici-Rivlin, and Simpson-
Bowles, would allow the Medicare benefit to operate more like pri-
vate health insurance coverage.174. 175,176

With this reform, Medicare will have a single, annual deductible
for medical costs and include a catastrophic cap on annual out-of-
pocket expenses—an important aspect of the private health insur-
ance market to safeguard the sickest and poorest beneficiaries that
is currently absent from Medicare. These reforms build in further
protections for beneficiaries and for the preservation of the Medi-
care Program for future generations.

Means Test Premiums for High-Income Seniors. Under current
law, high-income beneficiaries are responsible for a greater share
of the premium costs for Medicare’s Part B and Part D programs,
or the optional coverage for physician services and prescription
drug coverage, respectively. Medicare Advantage enrollees receiv-
ing coverage for these benefits similarly assume a share of the
costs. Parts B and D must account for all additional program costs
net of beneficiary premiums from general revenues, because these
components of the Medicare Program do not have a dedicated in-
come source like the 2.9-percent payroll tax that funds Part A ben-
efits. Consistent with several bipartisan proposals, and the Presi-
dent’s fiscal year 2017 budget, this resolution assumes additional
means testing of premiums in Medicare Parts B and D for high-
income seniors, including full responsibility of premium costs for
individuals with annual income exceeding $1 million.

Equalize the Retirement Age with Social Security. One of the Na-
tion’s greatest achievements of the 20th century was the dramatic
increase in the average life expectancy. As Americans’ health im-
proves, extending their lives, many enjoy the benefits of employ-
ment later in life. To further ensure Medicare’s long-term sustain-
ability, this resolution recommends a gradual increase of the Medi-
care retirement age to correspond with that of Social Security.

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

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

176 The 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.
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Reform Payment Systems to Promote Quality and Patient Out-
comes. Many of the criticisms of the current Medicare Program are
due to complicated payment systems for myriad providers and
thousands of services, which encourage the fragmented nature of
health care and discourage innovation. Therefore, this resolution
includes payment reforms that would create incentives and reward
providers for delivering high-quality, responsive, and coordinated
care in the most clinically appropriate setting, based on each pa-
tient’s individual medical needs. Such reforms include equal pay-
ments for services despite the site of care at which the service was
delivered; coordination of post-acute care through an episodic pay-
ment; and modification of the Medicare Advantage benefit to im-
prove care management for hospice and end-stage renal disease
[ESRD] patients. Many patients often require additional care after
hospital stays, but with many sites of care to choose from—ranging
in both cost and intensity of services—patients and their families
often suffer due to a lack of care coordination. This budget includes
reforms that encourage providers to coordinate throughout the con-
}:‘inuum of care, and offers a complementary episodic payment re-
orm.

Under current law, Medicare’s hospice and ESRD benefits are
carved out of the Medicare Advantage program. The Medicare
ESRD benefit severely restricts patient access to MA plans, reduc-
ing patient freedom of choice. Medicare’s hospice benefit, however,
ought to be fully studied to ensure the benefit serves its intended
purpose. Hospice care was originally designed to preserve dignity
at the end of life while reducing the financial burden that other-
wise would have been incurred for those who are terminally ill. Al-
though the hospice benefit is intended to cover an array of serv-
ices—including skilled nursing services, inpatient care, home
health care, drug coverage, and palliative care—the Medicare Pro-
gram spent approximately $1 billion on non-hospice services while
beneficiaries were enrolled in hospice care in 2012.177 Moreover, a
preponderance of evidence suggests that the benefit has actually
increased, rather than decreased, the amount of spending that
would have otherwise occurred for a terminally ill patient. The in-
creasing concentration of the use of hospice care among the very
old accounts for almost the entire increase in the spending per ben-
eficiary at the end of life. To provide integrated, coordinated care
for beneficiaries, reduce wasteful spending, and offer greater pa-
tient choice, this resolution assumes Medicare Advantage includes
hospice and ESRD within its benefits package in a budget neutral
manner. Furthermore, it calls on GAO to conduct a study exam-
ining the Medicare hospice benefit to ensure the program serves
beneficiaries according to the original program design.

Streamline Support for Graduate Medical Education. All Ameri-
cans benefit from a strong physician workforce. Since the creation
of the Federal health care programs, Federal funds have supported
physician training. The congressional report from the Social Secu-
rity Amendments of 1965 comments on the need for Federal funds
to support hospitals in the education and training of physicians,

177 Medicare Payment Advisory Commission, Report to the Congress Medicare Payment Policy:
March 2014: http://www.medpac.gov/documents/reports/marl4 entirereport.pdf?sfvrsn=0.
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nurses and other medical personnel, “until the community under-
takes to bear such education costs in some other way . . . 7178 In-
stead, the level of Federal support has grown over time, and the
complexity of the payment formulas linked to a hospital’s Medicare
inpatient volume has made accountability and oversight next to im-
possible. The financing structure also props up an antiquated sys-
tem that fails to recognize the rapidly changing care delivery model
and the demographic shifts within the population—meaning the
number of physicians is insufficient and cannot meet the Nation’s
needs either in terms of specialty or geography. Distributing funds
directly to hospitals favors traditional acute care institutions and
discourages physician training in various clinical or lower cost set-
tings of care, including children’s hospitals, safety net hospitals,
ambulatory surgical centers, and so on.17® The call for reform to
enhance accountability, transparency, and flexibility in graduate
medical education has been advanced by the Institute of Medicine,
the Medicare Patient Advisory Commission, the American Enter-
prise Institute and the Heritage Foundation.180, 181,182,183 Thig res-
olution recommends that support for medical education should ac-
curately reflect the costs of training future physicians and be
streamlined into a single payment, providing greater freedom and
flexibility to encourage teaching institutions and States to develop
innovative approaches to medical education.

Establish an Uncompensated Care Fund. Since 1986, Medicare
has provided additional financial support to hospitals that serve a
significant population of low-income patients in the form of a dis-
proportionate share hospital [DSH] payment. This funding was in-
tended to ensure access for low-income patients and those unable
to afford the costs of care. Hospitals, in addition to receiving a
Medicare DSH payment, may also receive a Medicaid DSH pay-
ment so long as they meet certain requirements. This has led to
some States engaging in improper fund transfers in order to gain
additional Federal support of State Medicaid budgets through the
Federal Medical Assistance Percentage.

Additionally, limiting DSH payments to only hospitals fails to
recognize the abundance of uncompensated care that occurs outside
of the hospital setting. Therefore, this resolution recommends con-
verting the separate DSH payments into a single flexibility fund to
support uncompensated care, to more appropriately and equitably
distribute funds in a targeted manner that recognizes all providers
serving low-income populations.

178 Committee on Finance, U.S. Senate, Social Security Amendments of 1965 (H.R. 6675), Re-
port to the Committee on Finance, U.S. Senate (Rept. 404), 30 June 1965: https:/ssa.gov/history/
pdf/Downey%20PDF's/Social%20Security%20Amendments%200f%201965%20V0l%202.pdf.

179 Institute of Medicine of the National Academies, Graduate Medical Education that Meets
thelsl(yizgign’s Health Needs, 29 July 2014: http:/www.nap.edu/read/18754/chapter/1#xi.

id.

181 Medicare Payment Advisory Commission, Does it Cost More to Train Residents or to Re-
place  Them?, September ~ 2013:  http:/www.medpac.gov/documents/contractor-reports/
septl3 residents gme contractor.pdf?sfvrsn=0.

182 American Enterprise Institute, Improving Health and Health Care: An Agenda for Reform,
December 2015: https:/www.aei.org/wp-content/uploads/2015/12/Improving-Health-and-Health-
Care-online.pdf.

183 John O’Shea, Reforming Graduate Medical Education in the U.S., The Heritage Founda-
tion, 29 December 2014: http:/www.heritage.org/research/reports/2014/12/reforming-graduate-
medical-education-in-the-us.
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Reform Medical Liability Insurance. This resolution also ad-
vances common sense curbs on abusive and frivolous lawsuits.
Medical lawsuits and excessive verdicts increase health care costs,
result in reduced access to care, and contribute to the practice of
defensive medicine. When mistakes happen, patients have a right
to fair representation and fair compensation. The current tort liti-
gation system, however, too often serves the interests of lawyers
while driving up costs due to expenses associated with the practice
of defensive medicine. The costs of defensive medicine are often
overlooked, but add a considerable burden to overall health care
spending. According to a comprehensive study published in 2010
more than 30 percent of health care costs, or approximately $650
billion annually, were attributable to defensive medicine.18¢ Even
if the costs are only a fraction of this projection, such expenses are
unnecessary and unsustainable for the Medicare Program and
America’s seniors. Therefore, this resolution supports several
changes to laws governing medical liability.

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. Health care in America com-
prises a vast network of doctors and nurses, technicians, medical
device manufacturers, pharmaceutical makers, hospitals and in-
home services, educational institutions, financial arrangements,
and, above all, patients—along with numerous others. It is a com-
plex and dynamic set of interactions that employs more than $3
trillion of the Nation’s resources; it is a sector in which the partici-
pants themselves—not academics and bureaucrats—are clearly
best suited to establishing effective and efficient means of deliv-
ering this uniquely valued service.

Yet for decades, Federal policymakers have relentlessly sought to
systematize health care to meet their ideological and bureaucratic
aims. While no one objects to ensuring health care for as many
Americans as possible, the government’s increasing imposition dis-
torts the medical market, drives up prices, requires tedious regula-
tions, and undermines Americans’ liberty in this most important
and intimate realm: their health.

The products of this concept include Medicare (discussed pre-
viously), Medicaid, and now the Affordable Care Act [ACA].185 Of
these, Medicaid constitutes the majority of direct spending in this
function (Function 550 in Table 3). The totals for fiscal year 2017
are $405.5 billion in budget authority and $399.0 billion in outlays.
Over 10 years, the budget projects direct spending of $3.4 trillion
in budget authority and $3.4 trillion in outlays.

184 Jackson Healthcare, Physician Study: Quantifying the Cost of Defensive Medicine, 2010:
http://www.jacksonhealthcare.com/media-room/surveys/defensive-medicine-study-2010.aspx.

185The Affordable Care Act 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).
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Medicaid is a crucial component of the American safety net. It
provides a fundamental level of security for low-income Americans
who struggle with long-term illnesses and disabilities. These are in-
dividuals who are unable to perform substantial gainful activities.
Medicaid is often the only option for people in these difficult cir-
cumstances.

Medicaid is also a vital program for low-income children, parents,
pregnant women, and seniors. The 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, and new beneficiaries cannot find doctors, making
Medicaid synonymous with poor access and little care. In fact, ac-
cording to a study conducted by a team of renowned economists
from the Massachusetts Institute of Technology, Harvard, and
Dartmouth, Medicaid’s value to its recipients is significantly lower
than the government’s cost of the program.186 In addition, doctors
who provide services to Medicaid patients are severely under-reim-
bursed,187 a problem made worse by adding more individuals to the
system.188 Without reform, Medicaid will fail to deliver on its
promise of providing a sturdy health care safety net for the Na-
tion’s most vulnerable.

Furthermore, Medicaid spending is not sustainable. The program
turned 50 last 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 projected Federal Gov-
ernment revenue. That means that if these three programs stay on
their current paths, the government will no longer be able to afford
its other priorities and activities—national defense, education,
transportation, and non-health safety net programs. Congress will
have to either sharply constrain these programs or put very large
sums on the government’s credit card. The longer Congress waits
to address the problem, the more intractable it becomes.

According to the CBO, since 1980, Medicaid spending has in-
creased by more than 2,500 percent, and by 300 percent of gross
domestic product. In just the past 15 years, Medicaid spending has
increased by 200 percent, or 66 percent as a share of GDP. The
CBO projects Federal spending on this program to be $381 billion
in fiscal year 2016. This amount is expected to grow by 68 percent
over the next 10 years, reaching $642 billion by fiscal year 2026.189

This number, however, masks the full cost of Medicaid, because
it represents only the Federal share of spending. States also pay
a significant portion of Medicaid costs, and their spending on the
program is expected to follow these upward trends as well. Accord-
ing to the most recent data available from the Centers for Medicare

186 Amy Finkelstein, Nathaniel Hendren, and Erzo F.P. Luttmer, The Value of Medicaid: In-
terpreting Results from the Oregon Health Insurance Experiment, June 2015, pp. 2, 40, 41: http:/
economics.mit.edu/files/10580. Furthermore, the study found that Medicaid does not have a “sta-
tistically significant impact on mortality or physical health measures” for recipients.

187The Henry J. Kaiser Family Foundation, “Medicaid-to-Medicare Fee Index,” Accessed 8
January 2016: http:/kff.org/medicaid/state-indicator/medicaid-to-medicare-fee-index/.

188 Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, p. 73. In
2015, the average number of people enrolled in Medicaid, on a monthly basis, was 76 million,
making Medicaid the largest health care provider in the country.

189 Congressional Budget Office, op. cit., pp. 68—69. Also see p. 73, and pp. 152-153.
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and Medicaid Services [CMS], total State Medicaid spending is ex-

ected to rise from about $216.0 billion in fiscal year 2015 to
5337.5 billion in fiscal year 2023.190

Medicaid’s current funding structure (the Federal Medical Assist-
ance Percentage [FMAP]) creates a perverse incentive for States to
expand the program while providing little incentive to save. For
every dollar a State government spends on Medicaid, the Federal
Government traditionally has paid an average of 57 cents. Expand-
ing Medicaid coverage during boom years is tempting for States be-
cause they pay less than half the cost. Conversely, there is little
incentive to restrain Medicaid’s growth, because State governments
only save an average of 43 cents for every dollar worth of coverage
they rescind. The program’s expansion under Obamacare exacer-
bates this challenge, with the Federal Government covering 100
percent of every dollar spent on a State’s additional Medicaid popu-
lation in 2016.191 CBO estimates the President’s health care law
will increase Federal Medicaid and State Children’s Health Insur-
ance Program [SCHIP] spending by more than $1 trillion over the
2017-2026 period. 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, 14.5 million new en-
rollees will be added to the Medicaid Program as a result of the
ACA, t2hree million more than the agency projected just last Au-
gust.19

Illustrative Direct Spending Policy Options

For all the reasons given above, the budget resolution calls for
major reforms of the Medicaid Program and repeal of the Afford-
able Care Act. The status quo before the ACA is not acceptable, but
repeal of the President’s law is necessary to clear the way for pa-
tient-centered health care in America.

Americans should have more choices in what types of coverage
options are available so they can pick a plan that best fits their
unique health care needs. A first step in the right direction is
eliminating Obamacare’s burdensome one-size-fits-all mandates
and regulations that are driving up the price of insurance and lim-
iting options. Encouraging a robust, competitive insurance market
would reduce costs, restore flexibility, and provide Americans more
options to choose the coverage they want for themselves and their
families.

Many Americans face high insurance costs due to pre-existing
conditions. No one should be priced out of the market. Those who
have a bad injury or illness should also have access to quality and
responsive care. To guarantee affordable coverage, patient-centered
health care would provide protections for patients with pre-existing
conditions, reward those who maintain health coverage, and give
States—who are better equipped to respond to the needs of their
communities—more control over regulating insurance. Finally, pa-

190 Office of the Actuary, Centers for Medicare and Medicaid Services, 2014 Actuarial Report
on the Financial Outlook for Medicaid. This reflects the most recent data available. The 2015
Actuarial report will be released some time this summer.

191 This percentage will decrease over time, falling to 95 percent of the costs for a State’s addi-
tional Medicaid population in 2017, and 90 percent in 2020 and thereafter.

192 Congressional Budget Office, op. cit., p. 114. The comparison to 2025 is necessary because
that was the last year of the estimating period in August.
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tient-centered health care must break down costly and burdensome
barriers to innovation so that life-saving technologies and treat-
ments are reaching patients in need. By moving health care into
the 21st Century, America can build on the remarkable advance-
ments that have already been made, which make delivery of care
more effective, efficient, and affordable.

These principles—affordability, accessibility, quality, choices, in-
novation, and responsiveness—provide the roadmap to health care
that actually works for patients and providers, a responsive net-
work that puts health care decisions in the hands of individuals,
families, and their doctors, not Washington. The budget resolution
includes a policy statement that describes in greater detail the con-
tours 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 Appropriations Subcommittees: Agri-
culture, Rural Development, Food and Drug Administration and
Related Agencies; Labor, Health and Human Services, Education,
and Related Agencies; and Legislative Branch. These panels will
determine the exact parameters of structural Medicaid reform, as
well as those for other policies flowing from the fiscal assumptions
in this budget resolution. Nevertheless, meaningful Medicaid re-
form and other measures to slow the growth of Federal spending,
while also providing recipients with a benefit that helps improve
health outcomes, are critical. One set of potential approaches is
outlined below.

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

This approach would end the misguided one-size-fits-all approach
that ties the hands of State governments trying to make their Med-
icaid programs as effective as possible. The arrangement would
provide each State with the freedom and flexibility to tailor a Med-
icaid program that fits the needs of its unique population.

Even with the limited flexibility of Medicaid’s current waiver pro-
gram, States have developed innovative reforms that produce cost
savings and quality improvements. For example, the Healthy Indi-
ana Plan (implemented prior to the ACA) provided that State’s
residents who did not qualify for Medicaid with access to health
benefits such as physician services, prescription drugs, inpatient
and outpatient hospital care, and disease management, all without
additional funding. Other States could alter eligibility require-
ments, for example, or move able-bodied adults off the Medicaid
rolls. The savings generated could then be redirected toward addi-
tional protections for the most vulnerable populations, or to other
State health care priorities.

Regrettably, the more recent trend from the Obama Administra-
tion has been to limit the flexibility of States to overhaul State
Medicaid programs this way. For example, the Centers for Medi-
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care and Medicaid Services have not approved waiver requests
from Arkansas, Iowa, Indiana, and Montana, which sought to im-
plement premiums for individuals with incomes between 50 percent
and 100 percent of the Federal poverty level. Also, CMS has denied
States’ requests to waive certain Medicaid benefits; has denied
most attempts to impose cost-sharing in amounts greater than
those allowed under Federal law; and has not approved Pennsylva-
nia’s attempt to include a work requirement for all able-bodied
adults, ages 21-64, as a condition of eligibility.193

All States should have the flexibility to adapt their Medicaid pro-
grams—to design their benefit packages in a way that best meets
the needs of their State populations; to promote personal responsi-
bility and healthy behaviors; and to encourage a more holistic ap-
proach to care that considers not only Medicaid beneficiaries’
health conditions, but also their economic, social, and family con-
cerns. State legislators and governors know their people better
than far-away Washington and should have the flexibility they
need to provide the best care to their residents.

The budget resolution would transform Medicaid from an open-
ended entitlement back to a quality safety net for the Nation’s
most vulnerable. States would have the option to choose one of two
possible designs. The first arrangement, which has been included
in the past several House-passed budgets, would combine Medicaid
and SCHIP resources into a single lump sum that could then be
distributed by the State. The second option would employ a per-
capita-cap methodology to account for the variable populations—el-
derly, disabled, children, and adults—within the program.

The first arrangement would offer the following advantages.

e The designation of funds would rest solely with the State.
States would be able to spend their own funds at whatever
level they chose, with sole discretion over eligibility require-
ments, benefits, and provider reimbursement rates for both
Federal and State sums. Federal Government health care man-
dates would be eliminated, allowing States to innovate and de-
sign their programs to best meet the unique needs of their citi-
zens. For example, States could decide to target funds to the
most vulnerable, choosing to improve the quality of care and
access to vital services. As State reforms reduce dependence on
government assistance, the people helped will be more likely to
enter the workforce, have insurance, and be able to lift them-
selves up the economic ladder. Under this option, States could
implement work requirements.

e The reform would encourage State innovation. Through this ar-
rangement, both the Federal Government and the States would
have budgetary certainty, which would create strong incentives
for the States to manage the Federal funding wisely. Any
spending that exceeded the amount provided to the State
would have to be financed by the State. Conversely, the fund-
ing provided to States would not be reduced if they found inno-
vative ways to reduce Medicaid costs. Any savings that a State

193 Robin Rudowitz and MaryBeth Musumeci, The ACA and Medicaid Expansion Waivers, The
Kaiser Family Foundation, 20 November 2015: http:/kff.org/report-section/the-aca-and-medicaid-
expansion-waivers-issue-brief/.
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was able to achieve would be returned directly to that State’s
taxpayers. Under a traditional State Flexibility Fund, States
could, for example, use money saved to support other welfare
programs, including Temporary Assistance for Needy Families,
Supplemental Security Income, and the Supplemental Nutri-
tion Assistance Program (food stamps) if the need was greater
in those areas.

o The fiscal outlook would improve for both States and the Fed-
eral Government. Level funding, provided by a traditional
State Flexibility Fund, will help States focus on expanding pri-
vate sector employment and getting their citizens out of pov-
erty instead of increasing enrollments to collect more Federal
money. Over the next decade, level funding would prevent the
Federal Government from borrowing and spending money it
does not have, and State policymakers would know with cer-
tainty the amount of Federal assistance they could count on,
while Federal taxpayers would know its costs.

The second arrangement would bring its own set of benefits.

e The program design would ensure protections for the most vul-
nerable. This option would provide States with designated
funding for those persons who are truly in need of care and
support. Based on the four main eligibility categories as cur-
rently defined by the Federal Government in the Medicaid Pro-
gram—the elderly, the blind and disabled, nondisabled adults,
and children—a per-person payment amount would be estab-
lished to account for the average cost of care, per enrollee, in
each of these four principal categories, and would be indexed
to a predetermined growth rate. The Federal Government
would then provide Medicaid funds to the States based on the
total number of enrollees in each category. This option ac-
counts for the variation in spending amongst the four different
categories, helping target funds to the most vulnerable.

e This arrangement would provide certainty for State budgets.
The per-capita-payments made to the States would be made for
all enrollees in the program, including anyone who might not
have been expected to sign up. In times of slow economic
growth or during a recession, this certainty will afford each
State the opportunity to provide coverage to those who meet
the eligibility requirements, without breaking the State budg-
et.

e The reform would promote good behavior and innovation.
States would also be encouraged to use the funds carefully, tar-
geting the resources provided to those who need them most.
States would receive the same amount from the Federal Gov-
ernment for each person enrolled according to the appropriate
category, regardless of how much they spent on each enrollee.
Further, Federal law would provide the basic template for the
program to provide accountability for the funds and help root
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out waste, fraud, and abuse.l94 Reforming Medicaid in this
way also would enable States to design their Medicaid pro-
grams in a manner that will best serve their residents. Once
the eligibility criteria were determined, each State would have
the flexibility to pursue reforms of their choosing, without
Washington dictating to the States the type of coverage each
State should offer. For example, instead of entitling bene-
ficiaries to a set of services, States could decide to use the per-
capita-payment as a defined contribution payment and allow
the Medicaid beneficiaries to use the amount to choose from
among a number of competing insurance options. As another
option for Medicaid beneficiaries, States could decide to use
part of the per-capita-payment amount to fund Health Savings
Accounts as part of their State-run design.

Ultimately, either reform 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.
This kind of reform would ease the fiscal burdens imposed on State
budgets, contribute to the long-term stabilization of the Federal
Government’s fiscal path, and preserve the Medicaid safety net.

Establish an Uncompensated Care Fund. In both Medicare and
Medicaid, hospitals that serve a disproportionately large number of
low-income patients can qualify for higher payments. In Medicaid,
hospitals have to meet certain Federal criteria to qualify for these
payments. The hospitals that do qualify are known as Medicaid
disproportionate share hospitals [DSH]. Currently, States are given
discretion in deciding which hospitals receive Medicaid DSH pay-
ments and the size of those payments. That discretion, however,
has led to wasteful spending, as some States engaged in funding
transfers to increase their FMAPs above the amount specified in
law.195 To stop that practice, Congress established fixed ceilings on
DSH payments to each State, but those ceilings have increased
over time. Additionally, providing DSH payments only to hospitals
fails to recognize the substantial uncompensated care that occurs
outside the hospital setting. Therefore, this resolution recommends
converting the separate Medicaid and Medicare DSH payments
into a single flexibility fund to support uncompensated care, to
more appropriately and equitably distribute funds in a targeted
{nanner that recognizes all providers serving vulnerable popu-
ations.

Apply Work Requirements to Medicaid. The budget proposes to
advance a work requirement for all able-bodied adults who are en-
rolled in Medicaid, modeled after the Temporary Assistance for
Needy Families Program. This proposal would ensure that an able-
bodied, working-age adult could qualify for Medicaid only if he or
she were actively seeking employment or participating in an edu-
cation or training program. Work not only provides a source of in-

194 Committee on Oversight and Government Reform, Uncovering Waste, Fraud, and Abuse in
the Medicaid Program, staff report 25 April 2012: https:/oversight.house.gov/wp-content/
uploads/2012/04/Uncovering-Waste-Fraud-and-Abuse-in-the-Medicaid-Program-Final-3.pdf.

195 Government Accountability Office, Improving Transparency and Accountability of Supple-
mental Payments and State Financing Methods, November 2015: http:/www.gao.gov/products/
GAO-16-195T.
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come and self-sufficiency, but also has been demonstrated as a val-
uable source of self-worth and dignity for individuals. In fact, em-
ployment and self-esteem are so intricately tied together that a
Gallup-Healthways Well-Being Index found: “Unemployed adults
and those not working as much as they would like are about twice
as likely as Americans who are employed full time to be de-
pressed.” 196 Expanding work requirements to Medicaid will allow
more people to escape poverty while also preserving their self-re-
spect, their self-reliance, and their courage and determination.

Eliminate Waste, Fraud, and Abuse. The budget also advances
several reforms to help root out waste, fraud, and abuse in the
Medicaid Program. For example, under current law, States are re-
quired to enroll otherwise qualified immigrants in Medicaid while
those individuals are arranging documentation verifying their U.S.
citizenship or satisfactory immigration status. This proposal would
prevent Federal funding for coverage until applicants have pro-
vided satisfactory evidence of their immigration status. Other re-
forms include counting lottery winnings toward Medicaid eligibility,
counting parts of income-generating annuities toward eligibility,
and making Medicaid coverage effective the first day of the month
after application. All these reforms will help target the limited
Medicaid resources to those who are actually in need of them.

In addition to these major reforms, the budget recognizes several
options that can be implemented in the short term that will both
strengthen and preserve the Medicaid Program. The first is to re-
form the 1115 waiver process. One potential improvement would be
requiring that waivers be budget-neutral in actual costs and to en-
sure that any new spending does not duplicate other Federal pro-
grams. Another would be allowing States to adopt approved waiv-
ers, without having to go through the approval process again.

The second reform is to address the problem of Medicaid provider
taxes. Currently, 49 States finance a portion of their Medicaid
spending through provider taxes197—a gimmick used to garner
greater financial assistance from the Federal Government and
boost State Medicaid budgets. States impose taxes on the very
same health care providers who are paid by the Medicaid Program,
increase payments to those providers by the same amount, and
then use that additional spending to boost the amount the Federal
Government matches. In short, provider taxes decrease trans-
parency by distorting Medicaid funding, and dramatically increase
Federal spending.198 The maximum amount a State can tax a pro-
vider is 6 percent. The budget recommends lowering this number
to 5.5 percent immediately, and begin completely phasing out the
practice over a longer period.

196 Alyssa Brown and Kyley McGeeney, In U.S., Employment Most Linked to Being Depres-
sion-Free, Gallup, 23 August 2013: http:/www.gallup.com/poll/164090/employment-linked-de-
pression-free.aspx.

197 Alaska is the only State that does not have at least one provider tax, but the State is eval-
uating the feasibility of such a tax.

198 Government Accountability Office, Medicaid Financing: States’ Increased Reliance on
Funds from Health Care Providers and Local Governments Warrants Improved CMS Data Col-
lection, July 2014, p. 14: In fiscal year 2012, for example, 41 of the 47 States with provider taxes
reported revenue of $18.8 billion. Also see Brian C. Blase, Medicaid Provider Taxes: The Gim-
mick That Exposes Flaws with Medicaid’s Financing, The Mercatus Center at George Mason
University, February 2016.
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Repeal the Medicaid Expansions in the Affordable Care Act. The
ACA created major expansions in the Medicaid Program beginning
in 2014. As noted previously, the Federal Government now pays a
significantly larger share of the Medicaid expenses for individuals
who are newly eligible for Medicaid due to the ACA, dramatically
increasing Federal spending. 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 health
care law forces States to bear some of the expansion costs. Accord-
ing to CBO, 11 million new individuals will enroll in Medicaid in
2015, and by 2025, there will be 14.5 million new individuals in the
program because of the ACA.199

This expansion not only magnifies the challenges to both State
and Federal budgets, but also binds the hands of local governments
in developing solutions that meet the unique needs of their citi-
zens. The health care law exacerbates the already crippling one-
size-fits-all enrollment mandates that have resulted in below-mar-
ket reimbursements, poor health care outcomes, and restrictive
service availability.

The budget calls for repealing the Medicaid expansions contained
in the health care law and removing its burdensome programmatic
mandates on State governments.

Repeal the Affordable Care Act Exchange Subsidies. The Afford-
able Care Act represents the worst aspects of Washington’s conceit
that health care decisions can be best determined by government
bureaucrats rather than by patients, families, and their doctors.
Six years after its enactment, Obamacare has proven to be a fail-
ure for families, employers, and the health care sector writ large,
while 30 million Americans still remain without health insurance
coverage. Rather than becoming more affordable, insurance cov-
erage has grown too expensive to purchase or too expensive to use,
as premiums and deductibles have skyrocketed. In 2014, 7.5 mil-
lion Americans paid the individual mandate penalty, totaling $1.5
billion. Additionally, in CBO’s most recent set of 10-year budget es-
timates, enrollment projections for 2016 were reduced by 38 per-
cent from the March 2015 report—down from 21 million to 13 mil-
lion. These results are reflected in recent public opinion polls that
show the majority of Americans continue to oppose the Affordable
Care Act.200

Predictably, the ACA has adversely affected the health care mar-
ket generally, causing the most hardship for individuals and fami-
lies. Americans with employer-provided health care coverage—ap-
proximately 147 million people—are paying higher premiums and
higher deductibles under Obamacare.201 President Obama prom-
ised premiums would decline $2,500 per family; instead, average
premiums in the employer-sponsored market have increased by

199 Congressional Budget Office, op. cit., p. 114.

200 Andrew Dugan, Americans Tilt More Negative Toward Affordable Care Act, Gallup, 13 No-
vember 2015. http:/www.gallup.com/poll/186629/americans-tilt-negative-toward-affordable-care-
act.aspx

201The Kaiser Family Foundation, 2015 Employer Health Benefits Survey, 22 September 2015:
http://kff.org/health-costs/report/2015-employer-health-benefits-survey/.
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$3,775.202 Since 2010, family premiums in the employer-sponsored
market have increased by 27 percent, to more than $17,000 annu-
ally. Deductibles are also increasing. Deductibles for individual
plans in the employer-sponsored market are up an average of 67
percent, from $646 in 2010 to $1,077 in 2015. This is faster than
the rise in individual premiums (24 percent), about seven times
more than the rise in workers’ wages (10 percent), and more than
cumulative inflation over the period (9 percent).203 Individuals and
families are also facing higher prescription drug costs under
Obamacare. The average person with a plan in the exchange mar-
ketplace has to pay 46 percent of his or her total drug costs, com-
pared to 20 percent for someone with employer-sponsored health
care, according to a recent Health Affairs article.204

Under the ACA’s subsidy structure, government support shrinks
as income rises, effectively penalizing two-income households and
creating a disincentive for people to marry. For example, two sin-
gles can each make $46,680 per year (400 percent of the Federal
poverty level) and still qualify for government subsidies. If the two
marry, and their combined income hits $93,360 per year, they lose
their government subsidy. A single mother who earns $47,190 per
year (300 percent of the poverty level) can get a subsidy to buy
health insurance for her and her child. If she decides to marry the
child’s father, who earns $46,680 per year (400 percent of poverty),
then the family no longer qualifies for the subsidy help. The ACA
also includes myriad new taxes and penalties to offset the roughly
$2 trillion in new spending, including an increase in the Medicare
payroll tax that one tax expert described as a “shockingly inequi-
table marriage penalty.”205> The policy taxes wages higher than
$200,000 for individuals and $250,000 for couples. For example, if
a single woman and a single man each earns less than the indi-
vidual threshold per year, neither is required to pay the health
law’s additional Medicare payroll tax. If they marry, however, they
could break the marriage threshold and owe thousands of dollars
in additional taxes.

Furthermore, despite the President’s promise, “if you like your
health care plan, you can keep it"—labeled by PolitiFact as the
2013 Lie of the Year206—geveral hundred thousand people, across
more than a dozen States, lost their plans due to the cancellation
of policies that did not satisfy the coverage requirements mandated

202The Kaiser Family Foundation, Premiums and Worker Contributions Among Workers Cov-
ered by Employer-Sponsored Coverage, 1999-2015. September 2015: http:/kff.org/interactive/pre-
miums-and-worker-contributions/.

203The Kaiser Family Foundation/Health Research & Educational Trust [HRET]: http:/
kff.org/health-costs/press-release/employer-family-health-premiums-rise-4-percent-to-17545-in-
2015-extending-a-decade-long-trend-of-relatively-moderate-increases/.

204 “Qut-Of-Pocket Prescriptions Costs Under A Typical Silver Plan Are Twice As High As
They Are In The Average Employer Plan,” Health Affairs, October 2015. The account is also
cited in “Drug prices spike under Obamacare,” The Washington Examiner, 6 October 2015:
http://www.washingtonexaminer.com/article/2573465?utm-content=buffer305b8&utm-
medium=social&utm-source=twitter.com&utm-campaign=buffer.

205 Robert Pear, “New Taxes to Take Effect to Fund Health Care Law,” The New York Times,
8 December 2012: http:/www.nytimes.com/2012/12/09/us/politics/new-taxes-to-take-effect-to-
fund-health-care-law.html?-r=1.

206 http://www.politifact.com/truth-o-meter/article/2013/dec/12/lie-year-if-you-like-your-health-
care-plan-keep-it/.
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by the ACA.297 Obamacare also has limited access to health care,
as more health plans narrow networks—limiting the number of
physicians and hospitals covered under the plan—in an effort to re-
duce costs, while still meeting the requirements mandated by the
ACA. As reported by Modern Healthcare, 70 percent of plans sold
on the Obamacare exchanges in 2014 consisted of narrow net-
works.208 According to a recent Avalere study, Obamacare net-
works have 34 percent fewer providers compared to commercial
plans. On average, Obamacare plans have 42 percent fewer
oncologists and cardiologists and 32 percent fewer primary care
physicians.2%9 For many patients, especially those in rural areas,
there are too few in-network providers, and patients are forced to
travel long distances to find a hospital and doctor. Additionally,
some plans cover the hospital stay, but not the physician, leaving
patients with exorbitant bills. According to a recent Deloitte sur-
vey, only 30 percent of exchange enrollees were satisfied with their
health coverage plan, significantly lower than other types of insur-
ance,2 1icr)lcluding employer-sponsored coverage, Medicaid, and Medi-
care.

Effects of the law are also felt by employees, their employers,
and throughout the U.S. economy. Individuals are discouraged
from work because the premium subsidies become much less gen-
erous as people earn more income. For the individual or family,
earning more makes their health coverage more expensive. The
law’s tax increases total more than $1 trillion over the next decade,
reducing economic growth, wages, and work. The Congressional
Budget Office estimates that by 2025, the ACA will reduce the
labor supply by 0.86 percent, or 2 million full-time-equivalent
workers. The individuals who will be most affected by this decrease
are those who make less than 275 percent of the Federal poverty
level, which translates into roughly less than $65,000 in income.211!

The Affordable Care Act’s employer mandate makes full-time
workers—especially younger and less-skilled workers—more costly
to hire by requiring employers to provide expensive Obamacare-
compliant insurance. Under the mandate, employers with more
than 50 full-time workers who fail to meet certain arbitrary health
coverage criteria set by the administration will be subject to tax
penalties of up to $3,000 per worker. Because of the mandate’s pen-
alty, employers will likely shift their hiring toward part-time work-
ers (those who work less than 30 hours per week) to avoid trig-
gering the ACA’s employer penalty. There is evidence that this is
already occurring. More than 2.1 million Americans are now work-

207“More than a Dozen States Plan to Cancel Health Care Policies Not in Compliance with
Obamacare,” Fox News, 9 October 2014: http://www.foxnews.com/politics/2014/10/09/more-than-
dozen-states-plan-to-cancel-health-care-policies-not-in-compliance/?Source=GovD.

208 Bob Herman, “Network Squeeze: Controversies Continue Over Narrow Health Plans,”
Modern Healthcare, 28 March 2015:

http://www.modernhealthcare.com/article/20150328/MAGAZINE/303289988.

209 Avalere, Exchange Plans Include 34 Percent Fewer Providers than the Average for Commer-
cial Plans, 15 July 2015: http:/avalere.com/expertise/managed-care/insights/exchange-plans-in-
clude-34-percent-fewer-providers-than-the-average-for-comm.

210 Deloitte, Public Health Insurance Exchanges Opening the Door for a New Generation of En-
gaged Health Care Consumers: https://www2.deloitte.com/content/dam/Deloitte/us/Documents/
life-sciences-health-care/us-lshc-hix-consumer-survey.pdf.

211 Edward Harris and Shannon Mok, How CBO Estimates the Effects of the Affordable Care
Act on the Labor Market, Congressional Budget Office Working Paper 2015-09, December 2015:
http://www.cbo.gov/sites/default/files/114th-congress-2015-2016/workingpaper/51065—-ACA-Labor-
Market-Effects-WP.pdf.
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ing part-time because they cannot find full-time work;212 that is
nearly double the amount seen before the recession.213 As the ACA
takes full effect, this trend toward part-time work will likely in-
crease over time. Even the President—by twice unilaterally delay-
ing the punitive employer mandate for medium-sized businesses—
has implicitly acknowledged the damage this tax will cause.214
New data show a decline in the average hours worked per week by
lower-wage employees and many more working just below 30 hours
per week. Roughly 2.6 million people are at risk of having their
work hours cut. Sixty-three percent of the people most at risk are
female, and nearly 60 percent are 19-34 years old.215

The ACA expanded Washington bureaucracy through a number
of new programs. Many of these programs were either duplicative
of existing efforts or expend taxpayer dollars with no account-
ability. Still others created new programs exemplifying the ideology
of Washington knows best. The Prevention and Public Health
Fund, though intended to support prevention and public health ac-
tivities, provided the administration with access to $15 billion that
could be accessed without restraint, and was raided to supplement
the costly ACA exchanges. The law also established the Patient-
Centered Outcomes Research Institute to conduct research on the
effectiveness of various medical treatments, and imposes a $2 fee
for every covered life—the epitome of bureaucracy in health care
determining the cost-benefit of treatments for patients. The Cen-
ters for Medicare and Medicaid Innovation [CMMI] presents an-
other example: CMMI was designed to test new payment models in
Medicare and Medicaid, but the administration has interpreted its
authority beyond the ability to “test” payment models and an-
nounced it will “mandate” untested payment models that may ad-
versely affect quality of care for Medicare and Medicaid patients.

The most egregious program created under the Affordable Care
Act, however, is the Independent Payment Advisory Board—a
panel of 15 unelected, unaccountable bureaucrats—charged with
making coverage decisions on Medicare to decrease program spend-
ing levels without the authority of Congress.

Additionally, program management remains famously
unimpressive. President Obama himself acknowledged the rollout
of HealthCare.gov—the website to enroll individuals and families
in health insurance plans available through the health exchanges—
was a “well-documented disaster.”216 It is also the subject of a re-
cent, scathing report by the Inspector General of the Department

212 Bureau of Labor Statistics, U.S. Department of Labor, The Employment Situation—Decem-
ber 2015, 8 January 2016:

http://www.bls.gov/news.release/pdf/empsit.pdf.

213 Bureau of Labor Statistics, U.S. Department of Labor. The Employment Situation—Decem-
ber 2007, 4 January 2008. http://www.bls.gov/news.release/archives/empsit-01042008.pdf.

214 Grace-Marie Turner, 70 Changes to ObamaCare . . . So Far, Galen Institute, 26 January
2016: http://galen.org/newsletters/changes-to-obamacare-so-far/.

215 Lanhee Chen, Hearing on the Impact of the Affordable Care Act (ACA) Employer Mandate’s
Definition of Full-Time Employee on Jobs and Opportunities, Hoover Institution Economic Work-
ing Paper 14105, 28 January 2014: http:/www.hoover.org/sites/default/files/14105-chen-hearing-
on-the-impact-of-the-aca-employer-mandates-definition-of-full-time-employee-on-jobs-and-oppor-
tunities.pdf.

216“Obama: ‘HealthCare.gov ‘a well-documented disaster,”” The Hill, 16 June 2015: http:/
thehill.com/policy/healthcare/245128-obama-healthcaregov-a-well-documented-disaster.
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of Health and Human Services [HHS].217 Despite administration
claims to the contrary, the website’s troubles have continued. On
4 September 2014, the administration informed Congress that a
hacker uploaded malicious software on HealthCare.gov in July of
that year. The Department did not discover it until late August. In-
vestigators attributed the hack to a basic security flaw.218 A Sep-
tember 2015 HHS audit report found that the HealthCare.gov
website was stored on a network with high-risk cybersecurity
flaws, jeopardizing the confidentiality of personal information for
millions of Americans. According to the report, the Centers for
Medicare and Medicaid Services failed to perform basic vulner-
ability scans that might have uncovered website server weak-
nesses. Another September 2015 HHS audit found HealthCare.gov
contracts were poorly managed, costing taxpayers tens of millions
of dollars. According to reports, the total cost of the failed enroll-
ment system surpassed $2 billion.

The administration has also failed to adequately safeguard fami-
lies’ incomes. For example, almost one million people received
faulty Obamacare tax forms. In February 2015, the Obama Admin-
istration revealed it had botched tax forms for 800,000 people who
purchased insurance through the Federal exchange. HHS had in-
correct information on about 20 percent of forms. According to the
administration, about 50,000 people had already filed their tax
forms using the incorrect information. The corrected 1095—-A forms
were not made available until early March. As a result, many re-
fund checks were delayed by weeks, if not months. The administra-
tion also allowed payment of subsidies to more than 300,000 people
who did not have legal residence. Those who received unlawful pre-
mium subsidies likely cost Federal taxpayers more than $500 mil-
lion. Most of this money will never be recovered.

In 2014, in a test of the system, the Government Accountability
Office was able to enroll 11 of 12 people with false identities into
subsidized exchange coverage. In mid-July, the GAO announced
that all 11 maintained subsidized coverage through 2014 and were
re-enrolled in 2015. Some fake applicants were approved for sub-
sidized coverage based solely on their attestation without any sup-
porting documents.219 Six of the applicants received notices that
their coverage was being terminated for failure to submit informa-
tion or documentation. The GAO was able to have five of them re-
instated just by calling the exchange—and they got higher sub-
sidies. The fake applicants received confusing and erroneous infor-
mation from the Federal exchange. The GAO also found that Fed-
eral contractors continued to accept documents as true without at-
tempting to verify their authenticity.

These serious problems are not mere glitches in an otherwise
smooth-running operation. They are the predictable and inevitable
result of a program that remains profoundly and fundamentally
flawed—notwithstanding numerous changes to the law. According

2170Office of the Inspector General, Department of Health and Human Services,
HealthCare.gov: CMS Management of the Federal Marketplace—A Case Study, February 2016.

218“HealthCare.gov was hacked in July, feds say,” The Hill, 4 September 2014. http://
thehill.com/policy/healthcare/216700-report-healthcaregov-was-hacked-in-july.

219 Committee on Finance, U.S. Senate, Nonpartisan Watchdog Finds HealthCare.gov Approv-
ing Subsidies for Fake Applicants, 15 July 2015: http://www.finance.senate.gov/newsroom/chair-
man/release/?id=3e92ee66—2bb7—4ca3—8e38-ede4af367db6.
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to the Galen Institute, more than 70 significant changes have been
made to the law since it was enacted in 2010—43 of them through
unilateral administrative action, 24 through legislation, and three
by the Supreme Court.220

According to CBO estimates, the ACA’s health insurance ex-
change subsidies will cost American taxpayers $729.5 billion over
the next 10 years. The subsidies cost a lot more than that, how-
ever; they cost Americans the freedom to make decisions about
their own health care coverage. This budget stands for the prin-
ciples that individuals should be free to choose their own health in-
surance, health care providers should not be forced to be complicit
in abortion, organizations should not be forced to finance activities
or make health decisions that violate their religious or moral be-
liefs, and a single-payer health system—which the ACA will even-
tually foster if left unchecked—is wrong for America. Bureaucrats
in Washington should not be trusted to determine what type of
health insurance and how much health care Americans should get;
that is a decision that should involve the individual and his or her
doctor.

For all these reasons, this budget calls for full repeal of the Af-
fordable Care Act.221

As mentioned earlier, however, repealing Obamacare is only the
first step. The more important effort is to rethink health care fun-
damentally—to shed the hugely arrogant illusion that Washington
bureaucrats and technicians can somehow control and manage the
many moving parts that interact to create what is known as health
care in America. Instead of trying to box this immensely valuable
service into an homogenous, government-run system, policymakers
should enlist the creativity of all the participants—and also open
the door to innovators from outside the field, who may be able to
deliver unexpected insights—and reform health care from the
ground up. This should start from the most fundamental relation-
ship in medicine: the one between the patient and the doctor.

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.222 The budget
also proposes basing Federal employee retirees’ health benefits on
length of service. This option would reduce premium subsidies for
retirees who had relatively short Federal careers.

220 Turner, op. cit.

221The 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.

222The budget also restricts growth of the Federal Employees Health Benefits Program for
current Members of Congress and their staffs. The cost savings from this proposal are reflected
in the discretionary spending section of Function 550.
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INCOME SUPPORT, NUTRITION,
AND RELATED PROGRAMS

Function Summary

The War on Poverty began with a promise by President Johnson
in 1964: “Our aim is not only to relieve the symptom of poverty,
but to cure it and, above all, to prevent it.” Over the next five dec-
ades, trillions and trillions have been spent on anti-poverty pro-
grams. The Census Bureau’s poverty rate offers one measurement
of the extent to which poverty was cured. Two years after the War
on Poverty began, the poverty rate stood at 14.7 percent. In 2014,
the poverty rate was unimproved from 48 years earlier at 14.8 per-
cent. Reflecting on the divergence between higher spending and
disappointing results, in 1988 President Reagan noted: “The Fed-
eral Government declared war on poverty, and poverty won.”

FIGURE 10
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The Federal Government continues to operate a patchwork of
more than 90 welfare programs that lack any coordination in their
efforts to help people escape poverty, for which spending by all lev-
els of government exceeds $1 trillion. Multiple programs, overlap-
ping services, and differing benefit structures often create signifi-
cant disincentives to work, keeping many trapped in a cycle of pov-
erty for years. While reforms during the 1990s reduced Temporary
Assistance for Needy Families [TANF] caseloads by more than two-
thirds, and helped many cash welfare recipients find work and es-
cape poverty, those reforms were limited in scope and affected only
a small part of the safety net.

If America is going to cure poverty and prevent it, the effective-
ness of anti-poverty programs must be measured by the number of
individuals lifted out of poverty rather than the number of dollars
being spent. What’s more, if the government continues running
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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. That
is why the Committee on the Budget has engaged in an initiative
called Restoring the Trust for all Generations. The initiative calls
for solutions that promote positive outcomes and results for indi-
viduals and their families.

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. It is focused
on the following principles:

e Expect able-bodied adults receiving welfare to work or prepare
for work in exchange for receiving benefits. Work—especially
full-time work—is the surest way to avoid poverty. Many wel-
fare programs provide benefits to alleviate immediate need, yet
few expect able-bodied adults to work or assist them in finding
and keeping jobs so they can move up the economic ladder.
This budget proposes that able-bodied individuals receiving
welfare benefits from a variety of programs be required to
work or prepare for work in exchange for benefits, and that
States be held accountable for engaging recipients in activities
to help them find jobs and stay employed.

e Get incentives right when people move from welfare to work.
The Nation’s safety net should be designed to help those in
need so they can get back on their feet and care for themselves
and their family. Yet States and other service providers may
lose money when someone leaves welfare for work, meaning
they are better off failing than succeeding. Given the way the
welfare system works now, it may not make sense for someone
on welfare to work more because they can end up worse off in
the end. Under this budget resolution, committees across Con-
gress would work together to get these incentives right, to
make sure everyone is better off when someone leaves welfare
for work.

e Focus welfare programs on outcomes, not inputs. The Federal
Government often evaluates programs based on inputs, such as
benefits paid, classes held, or people served. Yet very few if
any programs are measured based on their results to assess
whether they are really helping people out of poverty and de-
pendency. To make sure taxpayer dollars are spent wisely, this
budget would require committees overseeing welfare programs
to work together to develop similar outcome measures for their
programs. These outcome measures will allow Congress and
the American people to better judge whether these programs
are working and whether they should continue, need to be re-
formed, or should end.
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e Preserve welfare benefits for those most in need. The American
public is faced with a steady stream of reports revealing how
welfare benefits are being paid to those who should never re-
ceive them. This frustrates taxpayers paying for these pro-
grams and reduces resources for those who truly need access
to these benefits. Advances in technology have made it possible
to more easily protect against fraud and abuse, and States are
beginning to use these tools more frequently. The budget would
implement these technological and administrative processes
across means-tested programs to better protect taxpayer dol-
lars allocated for these programs. By reducing abuse, these
welfare programs will be better focused on those who truly
need help to move their families forward.

Finally, no set of government safety net programs can replace, or
improve upon, nature’s safety net: the family. For generation upon
generation, the family has been the main source of comfort, secu-
rity, and economic stability for the individual. It is where moral
values and a sense of responsibility grow. The family reinforces the
individual’s place in the larger community. Government programs
should recognize and support those who lose any connection to a
family. At the same time, however, government should take care
not to contribute to the dissolution of families. Government pro-
grams should aim to strengthen the family, the most important
and enduring institution in society.

Social scientists across the political spectrum agree that children
are better off with married parents.223 Yet today, more than 40
percent of children are born to unwed mothers,?24 and the struc-
ture of anti-poverty programs places harsh anti-marriage penalties
on those who currently depend on these programs when it is clear
that “the married, two-parent family is one of the best weapons we
have in the fight against poverty.”225 In 2014, the poverty rate for
single mother-led families was almost five times the poverty rate
for married-couple families, 30.6 percent and 6.2 percent, respec-
tively.226 This budget proposes to reduce, and wherever possible
eliminate, the marriage penalties that have been unwittingly built
into the current welfare system.

Most of the Federal Government’s income-support programs are
reflected in the direct spending components of Function 600, In-
come Security (see 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
nutrition assistance, including food stamps and school lunch sub-
sidies; and other income-security programs.

223“They Do: The scholarly about-face on marriage,” The Boston Globe, 26 April 2015: http:/
www.bostonglobe.com/ideas/2015/04/25/scholarly-kiss-for-wedded-bliss/
INyenlyrOFTuWzaJDuFWGK/story.html.

224 Centers for Disease Control and Prevention, Births: Final Data for 2013, National Vital
Statistic Report Volume 64, Number 1, 15 January 2015: http://www.cdc.gov/nchs/data/nvsr/
nvsr64/nvsr64 01.pdf.

225 Robert L. Doar, Morgridge Fellow in Poverty Studies at the American Enterprise Institute,
testimony to the Committee on the Budget, U.S. House of Representatives, 28 October 2015.

226 Carmen DeNavas-Walt and Bernadette D. Proctor, United States Census Bureau, Income
and Poverty in the United States: 2014, issued September 2015: https:/www.census.gov/content/
dam/Census/library/publications/2015/demo/p60—252.pdf.
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This last category includes: TANF, the government’s principal
cash welfare program; Supplemental Security Income [SSI]; and
spending for the refundable portion of the Earned Income Tax
Credit. Agencies administering these and other programs in Func-
tion 600 include the Departments of Agriculture, Health and
Human Services, Housing and Urban Development, the Social Se-
curity Administration (for SSI), and the Office of Personnel Man-
agement (for Federal retirement benefits).

For these programs, the resolution provides $432.0 billion in di-
rect spending budget authority for fiscal year 2017, and $425.4 bil-
lion in outlays. The 10-year figures are $4.3 trillion in budget au-
thority and g4.2 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.

Strengthen Welfare Work Requirements. Welfare reforms in the
1990s led to substantial declines in poverty, increases in work, and
decreases in government dependency. The Temporary Assistance
for Needy Families [TANF] program was a central feature of these
reforms. This budget calls for reforms to strengthen TANF work re-
quirements so States will engage more recipients in activities lead-
ing to self-sufficiency. This should include ending States’ ability to
reduce work targets by spending more than required, and blocking
the Obama Administration from waiving these work requirements
altogether. This budget also calls for TANF reforms to provide
States with more options to help people prepare to leave welfare
for work, and to hold States accountable for their success in getting
people off welfare and into jobs.

Convert the Supplemental Nutrition Assistance Program into
State Flexibility Allotments. Spending on the Supplemental Nutri-
tion Assistance Program [SNAP]—formerly known as the Food
Stamp Program—has increased dramatically over the past 15
years, growing more than fourfold since 2001. Spending doubled
from 2001 to the eve of the most recent recession, then doubled
again during the recession, and has stayed at an elevated level
during the recovery. Various factors are driving this growth, but
one major reason is that while the States have the responsibility
of administering the program, they have little incentive to ensure
it is run well.

The budget resolution envisions converting SNAP into an allot-
ment tailored for each State’s low-income population. States would
have to satisfy key conditions such as meeting work targets, as
well as meeting certain program integrity requirements (such as
preventing the use of benefits outside the State of residence, in-
cluding photo identification on electronic benefit transfer [EBT]
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cards, and restricting the program to non-junk food products). This
option would make no changes to SNAP until 2021, providing
States with time to structure their own programs.

Enforce SNAP Work Requirements. H.R. 3102, the Nutrition Re-
form and Work Opportunity Act of 2013, included the elimination
of waivers from SNAP work requirements for Abled-Bodied Adults
without Dependents. As was demonstrated by the welfare reforms
of the 1990s, work requirements are central to ensuring that public
assistance helps individuals transition to independence.

Eliminate Broad-Based Categorical Eligibility. Broad-based cat-
egorical eligibility allows households to become eligible for SNAP
by receiving a minimal Temporary Assistance for Needy Families
fund benefit or service. Typically, an individual is made eligible by
receiving a TANF brochure or being referred to a social service
telephone number. This allows individuals to qualify for SNAP ben-
efits under less restrictive criteria.

Eliminate Abuse of the Low-Income Energy Assistance Program.
The Low Income Energy Assistance Program [LIHEAP] provides
low-income families with help to pay heating bills. However, States
can provide as little as $20 in LIHEAP benefits in order to increase
SNAP benefits (see Categorical Eligibility above). The most recent
Farm Bill reformed this practice, but did not end the abuse en-
tirely—and this proposal would.

Limit SNAP Account Balances to Reasonable Levels. The SNAP
program allows benefits to be carried over from month to month.
In extreme cases, beneficiaries have accrued balances of more than
$20,000, which goes against the program’s purpose as a source of
food for households who urgently need it. The budget proposes to
cap a household’s SNAP account balance at three months’ worth of
benefits (see Figure 11).

Reform Supplemental Security Income. Welfare programs typi-
cally pay benefits on a sliding scale. Supplemental Security Income
[SSI] is different, paying an average of $630 for each and every
child in a household who receives benefits. This reform would cre-
ate a sliding scale for children on SSI. Advocates for individuals
with disabilities have expressed support in the past for such a step.
In 1995, Jonathan M. Stein—the lead advocate attorney in the
landmark 1990 Supreme Court Case expanding SSI eligibility for
children and witness at a 27 October 2011 Ways and Means Sub-
committee hearing on SSI—said the following about this proposal:
“[Wle 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.” 227 Addi-
tionally, Congress should review mental health categories in the
children’s SSI program, which have been the fastest growing cat-
egories of eligibility. This budget proposes a Government Account-
ability Office [GAO] recommendation that Continuing Disability
Reviews be conducted every 3 years for children on the program
who are deemed likely to improve upon initially receiving benefits.

227 Committee on Ways and Means, Contract with America: Welfare Reform, Part 2, hearing
2 February 1995 (Serial No. 104—44), Washington: Government Printing Office, 1995.
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Additionally, benefits should be linked to school attendance except
where the Social Security Administration finds medical cause. Fi-
nally, the budget would prevent someone with an outstanding war-
rant from receiving Supplemental Security Income payments.

FIGURE 11
GROWTH OF SNAP SPENDING
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Allow State Flexibility for the Foster Care Program. Significant
progress has been made among States, advocates, and Federal pol-
icymakers in developing proposals that would expand State flexi-
bility in designing programs and pilot projects meant to better pre-
vent child abuse and neglect. Such proposals would 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.

Give Schools Flexibility for Meeting National School Lunch Pro-
gram Standards. The Healthy, Hungry Free Kids Act (Public Law
111-296) imposed new regulations on the school lunch program. No
one disagrees with ensuring students have nutritious food, but the
mandates on localities have the unintended consequence of reduc-
ing 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-
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
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not create a bigger burden on an already strained public benefit
system.

Strengthen the Earned Income Tax Credit and Child Tax Credit
Program Integrity. The Earned Income Tax Credit [EITC] program
is susceptible to fraud and abuse. According to the IRS, between
22 percent and 26 percent of EITC payments were issued improp-
erly in fiscal year 2013 (between $13.3 billion and $15.6 billion). To
reduce these errors in the EITC program, this budget proposes re-
quiring substantiation of self-employment income. In addition, the
budget would require individuals seeking the refundable child tax
credit to submit a Social Security number for each child in order
to claim the credit. Under current law, a Social Security number
is now required in order to claim children under the Earned In-
come Tax Credit.

Modernize Child Support Enforcement. Enacted in 1975, the
Child Support Enforcement [CSE] program was created to secure
child support payments from non-custodial parents for families who
relied on both the Federal and State governments for welfare bene-
fits. The CSE program was designed to reimburse the government
for those welfare benefits, as well as assist families in attaining
self-sufficiency. Today, however, two-thirds of CSE collections are
for helping families who have never received cash welfare pay-
ments from the TANF program—those it was intended to help. To
ensure the CSE program is targeted for those who are most in
need, this budget proposes to return the annual user fee for non-
TANF families to its original value and index it for inflation. In ad-
dition, the budget would better align the financial incentives for
States by modifying the Federal matching rate and the criteria for
States receiving incentive payments to ensure they are truly re-
warding innovation and effectiveness.

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.

FARM SUPPORT AND RELATED PROGRAMS

Function Summary: Direct Spending

While agriculture experienced a period of high market prices and
incomes during the initial years of this decade, net farm income in
2015 fell sharply from 2013’s record-high level and is projected by
the Department of Agriculture to remain weak again this year. The
Agricultural Act of 2014—otherwise known as the Farm Bill—
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made a number of reforms to agricultural policies, most notably by
eliminating Direct Payments which had cost taxpayers almost $91
billion over the past 18 years and were paid regardless of market
conditions. Significant declines in market prices over the past 2
years are expected to result in increased levels of assistance under
the Farm Bill’s new price- and revenue-based programs. While it
is important to continue reforming agricultural programs, weather
and market challenges continue to highlight the importance of
maintaining a safety net for farmers.

Direct (or “mandatory”) spending programs in this category in-
clude direct assistance and loans to food and fiber producers, ex-
port assistance, agricultural research, and other programs.

The Agriculture Committee has made commendable efforts to re-
duce overall direct spending in this area (Function 350 of Table 3).
The budget resolution calls for direct spending of $17.5 billion in
budget authority and $18.7 billion in outlays in fiscal year 2017.
The 10-year direct spending totals for budget authority and outlays
are $136.7 billion and $133.9 billion, respectively.

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, would
be reduced by $23 billion relative to the currently anticipated levels
for fiscal years 2017 through 2026. These savings could be achieved
by continuing to reform agricultural programs. These proposed sav-
ings are coupled with significant benefits that will be realized from
other provisions in this budget, including regulatory relief, funda-
mental 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 $9.3 billion in direct
spending budget authority and — $5.9 billion in outlays in this area
in fiscal year 2017 (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
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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.

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 agency,
because it is not a core responsibility of the Federal Government
to pay, and conduct advertising campaigns, for any industry. More-
over, the travel industry can and should pay for the advertising
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, E-rate Program, Lifeline
Program, and Rural Health Care. The USF is funded through man-
datory 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 juris-
diction of the Federal Communications Commission, costs tax-
payers an estimated $2 billion a year while being plagued by fraud,
waste, and abuse. Reforming this program will significantly 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 financial cri-
sis. It contains layer upon layer of new bureaucracy sewn together
by complex regulations, yet it fails to address key problems, such
as Fannie Mae and Freddie Mac, that contributed to the worst fi-
nancial 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 advan-
tages 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 taxpayer
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.
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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-
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?228 into conservatorship to
prevent 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 outsized
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 back into the housing credit marketplace and to
advance various measures that would bring transparency and ac-
countability 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. Not only are taxpayers exposed to the risks of Fannie and
Freddie, but they are also vulnerable to having to bail out another
housing giant, the Federal Housing Administration [FHA]. The
capital ratio of the FHA’s Mutual Mortgage Insurance fund has re-
mained below the congressionally mandated 2 percent level for
seven years. Recently, the FHA Actuarial Report released on 16
November 2015 notes FHA has achieved its 2 percent statutorily-
required capital reserve ratio, but the report also highlights that
FHA continues to support more than $1 trillion in mortgage credit

228 Formally the Federal National Mortgage Association [FNMA] and the Federal Home Loan
Mortgage Corporation [FHLMC].
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risk.229 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 than it ac-
counts for those of Fannie Mae and Freddie Mac. These differences
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
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 market,
which this resolution supports, Fannie, Freddie, and FHA loans
should be treated with parity and full transparency. The current
structure of the Federal housing finance system socializes potential
losses in the housing market among all Americans. 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 U.S. Postal Service. The U.S. Postal Service [USPS]
is expected to be self-sustaining and was statutorily placed off-
budget in the 1989 Omnibus Budget Reconciliation Act, where it
remains today.

The mission of the USPS is to “. . . provide postal services to
bind the Nation together through . . . correspondence of the peo-
ple” and “provide prompt, reliable, and efficient services to patrons
in all areas.”230 It boasts an iconic brand name, universal service,
and certain efficiency advantages in package delivery. In recent
decades, however, the USPS has faced financial challenges stem-
ming largely from reduced demand for its services. Electronic mail
is ubiquitous, while demand for paper mail has waned. From 2005
to 2015, for example, first-class mail volume dropped by 36 per-
cent.231 Further, USPS has suffered from inefficiencies in its busi-
ness model. The organization faces financial challenges that threat-

229 Committee on Financial Services, U.S. House of Representatives, Views and Estimates, 8
February 2016.

230 Public Law 91-375.

231 United States Postal Service, “First-Class Mail Volume Since 1926,” http:/about.usps.com/
who-we-are/postal-history/first-class-mail-since-1926.pdf.
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en its long-term viability and will ultimately lead to a taxpayer
bailout if significant reforms are not implemented.

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 2015 it defaulted on another $5.7 billion pay-
ment to prefund the retirement health care of its employees.232 In
2009, the Government Accountability Office added the USPS to its
“high-risk” list due to the Postal Service’s “deteriorating financial
situation,” and found that the “USPS urgently needs to restructure
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.”233 In its most recent high-risk report up-
date, GAO still has the USPS on its list as needing attention by
Congress and the administration.23¢ According to GAO, as of the
close of fiscal year 2015, the USPS has approximately $125.0 bil-
lion in unfunded long-term debt, including accrued health-benefit
compensation for postal retirees, workers’ compensation, and debt
owed to the Treasury.235

The budget recommends giving the Postal Service the flexibility
that any business needs to respond to changing market conditions,
including declining mail volume. Examples of the flexibility that
should be considered have been included in several reform pro-
posals approved by the House Committee on Oversight and Gov-
ernment Reform and by the administration, including calls to mod-
ify 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 premiums than do other Federal employees. Taken
together, these reforms 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

For many, earning a college degree brings undeniable, long-last-
ing benefits, including better employment prospects and higher
wages.236 Thereafter, such financial security enables individuals to
pursue professional and personal goals, such as launching a small
business, climbing the career ladder, starting a family, and saving
for their own children’s college education. College students enjoy
being able to choose within a vast arrange of disciplines as well as
seize opportunities to take courses online and in other contem-

232 Government Accountability Office, “U.S. Postal Service: Financial Challenges Continue,”
testimony before the Senate Committee on Homeland Security and Governmental Affairs, 21
January 2016: http:/www.gao.gov/assets/680/674728.pdf.

233 Government Accountability Office, High-Risk Series: An Update, February 2013: http:/
www.gao.gov/assets/660/652133.pdf.

234 Government Accountability Office, High-Risk Series: An Update, February 2015: http://
www.gao.gov/assets/670/668415.pdf.

235 Government Accountability Office, U.S. Postal Service Financial Challenges Continue, tes-
timony before the Committee on Homeland Security and Governmental Affairs, U.S. Senate, 21
January 2016: http:/www.gao.gov/assets/680/674728.pdf.

236 Pew Research Center, The Rising Cost of Not Going to College, 11 February 2014: http:/
www.pewsocialtrends. org/ﬁles/2014/02/SDT higher-ed-FINAL-02-11-2014.pdf.
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porary formats. Technology will only continue to develop, and new
business models for delivering instruction will be devised and test-
ed, to the benefit of students.

A strong higher education system—one that increases the com-
petitiveness of America’s workers—is a benefit to students, fami-
lies, and the Nation as a whole. Recognizing these benefits, the
Federal Government has provided substantial support for higher
education, particularly student loans, since the 1960s. While sup-
port for higher education is important, government policies that
were designed to help more Americans go to college have been ac-
companied by several troubling trends. Federal lending has ex-
panded dramatically, consuming an ever-larger share of the stu-
dent loan market. The government’s direct loan portfolio has in-
creased from roughly $106 billion outstanding in fiscal year 2007
to more than $840 billion today. As the Federal Government has
broadened access to aid, colleges have consistently raised tuition
and fees at a rate well above inflation. College has become more
expensive for many Americans and thus less accessible—exactly
the opposite of what the Federal policies were intended to do. Addi-
tionally, this dynamic can present students with two unwelcome
options: choose not to go to college, or take on a sizeable amount
of debt to pay for surging tuition. Under the former, students may
miss out on achieving their highest educational potential and the
lasting benefits college can offer. Taking the latter route, students
may struggle to pay off their loans, especially in today’s weak job
market.

FIGURE 12
GROWING STUDENT LOAN DEBT
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Equally problematic is that the way the government currently ac-
counts for student loans (and most other Federal loan and loan
guarantee programs) does not take market risk into account. Under
these accounting procedures, established in the Federal Credit Re-
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form Act of 1990 [FCRA], student loans appear less risky and less
expensive than they really are. In fact, FCRA’s rules make issuing
loans appear profitable. In a report about the budget effects of stu-
dent loans, the Congressional Budget Office explains: “FCRA ac-
counting does not consider some costs borne by the government. In
particular, it omits the risk taxpayers face because Federal receipts
from interest and principal payments on student loans tend to be
low when economic and financial conditions are poor and resources
therefore are more valuable.”237 The Federal Government has a
perverse incentive to issue more loans, according to FCRA’s rules,
regardless of whether that is what is best for students and their
families. Further, this accounting structure penalizes public policy
decisions that would protect students, such as by placing annual
limits on certain borrowing, because they are estimated to cost the
government money. Unrealistic assumptions in the currently-used
accounting methodology cause the spending for this section of the
resolution—which is bound by the same estimating conventions—
to be negative: in fiscal year 2017, budget authority totals —$7.8
billion, and outlays are —$1.7 billion. As explained previously,
these figures are misleading.

Rather than foster a system that accelerates tuition increases
and presents too many students with the difficult choice between
crippling debt or stopping short of their highest educational attain-
ment, this resolution envisions a framework that uses Federal dol-
lars more efficiently, accounts for student loans in a way that re-
flects their true cost, and invests in a sustainable higher education
system that is good for students, institutions of higher education,
and taxpayers.

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 include those below.

Repeal New Funding from the Student Aid and Fiscal Responsi-
bility Act of 2010. During the debate on the Student Aid and Fiscal
Responsibility Act [SAFRA], the Congressional Budget Office pro-
vided estimates showing that projected future savings from a gov-
ernment takeover of all Federal student loans decreased dramati-
cally 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 rec-
ommended the incorporation of fair-value accounting for all Federal
loan and loan-guarantee programs to enable a true assessment of
their cost to taxpayers.

237 Congressional Budget Office, Options to Change Interest Rates and Other Terms on Student
Loans, June 2013, p. 2: https:/www.cbo.gov/sites/default/files/113th-congress-2013-2014/reports/
44318-StudentLoans-1Column.pdf.
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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 Obama Administration, is
still relatively new. Nevertheless, there are concerns that the ex-
pansions could disproportionately benefit graduate and professional
students; they would have considerable amounts of debt forgiven,
at a steep cost to taxpayers. Moreover the expansions could encour-
age students to borrow too much, which is the opposite signal pol-
icymakers should be sending to them.238 Congress should reform
these programs to ensure they are meeting their intended goals
and are designed to give students proper incentives and protect
taxpayer dollars.

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 current Federal aid system is unduly
complicated and contains provisions that treat students inconsist-
ently. Making up the complex system are myriad programs offering
different types of aid to different eligible groups of people, unique
requirements that must be fulfilled, and an array of repayment op-
tions in the case of loans. As the House Committee on Education
and the Workforce describes it: “Many students, particularly first-
generation and low-income students, are bogged down with the
complexity of the current system, which ultimately deters them
from accessing aid that will make college an affordable reality.” 239
Correcting the disparate treatment of students and simplifying
both the aid and repayment options available to students and par-
ents is of paramount importance. Actions taken by the committee
of jurisdiction to reduce duplication and preferential treatment,
and make the system less complicated, could include ending the
Public Service Loan Forgiveness Program and the Teacher Loan
Forgiveness Program.

Phase out Eligibility for TEACH Grants. Understanding all of the
Federal aid options available is a difficult, time-consuming endeav-
or. Students must consider different eligibility criteria, program re-
quirements, and penalties. The budget supports consolidating cur-
rent Federal student aid programs. One option for the committee
of jurisdiction would be to phase out the Teacher Education Assist-
ance for College and Higher Education [TEACH] Grant Program.

238 See American Enterprise Institute, Balancing Risk and Responsibility: Reforming Student
Loan Repayment, 19 November 2015, p. 6-7.

239 Committee on Education and the Workforce, Budget Views and Estimates for Fiscal Year
2017, 4 February 4, 2016.
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TEACH Grants are aimed at encouraging promising undergraduate
and graduate students to teach in high-needs fields in low-income
schools. Under the program, undergraduate students can receive
up to $16,000 total, and graduate students can receive up to
$8,000. They must teach subjects such as math, science, and for-
eign language for 4 years within 8 years of graduating. If grant re-
cipients do not fulfill the requirement, their grants are converted
into loans with interest. That means recipients can pursue a teach-
ing degree with the expectation of receiving thousands of dollars in
grant aid to pay for school, only to find themselves in a situation,
due to any number of factors, in which they have a sizeable loan
on their hands.240 The Government Accountability Office has re-
ported several concerning findings about the program: one-third of
TEACH grants have been converted to loans—some erroneously;
the program has only a 19-percent utilization rate among eligible
students; and the Department of Education does not yet adequately
evaluate whether or not the program is effective.241

Terminate the Duplicative Social Services Block Grant. The So-
cial Services Block Grant is an annual payment sent to States—
without any matching, accountability, or evaluation requirements—
intended to help achieve a range of social goals, including by pro-
viding child care, health, and employment services. Most of these
activities are also funded by other Federal programs designed to
support these same services. States are given wide discretion to de-
termine how to spend this money and are not required to dem-
onstrate the outcomes of this spending, so there is no evidence of
its effectiveness. The budget assumes the elimination of this dupli-
cative spending, which saves $17 billion over 10 years

FEDERAL LANDS AND OTHER RESOURCES

Function Summary: Direct Spending

The fiscal year 2017 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 $2.5 billion in
budget authority and $3.1 billion in outlays for fiscal year 2017;
over 10 years, the figures are $7.7 billion in budget authority and
$10.7 billion in outlays. (See Function 300 in Table 3.)

Oil and gas production on Federal land has fallen significantly
under the Obama Administration. Production on private lands has

240 Factors ranging from securing and then maintaining a teaching position at a qualifying
school for four years to completing necessary paperwork can make fulfilling the program re-
quirements a challenge. For further discussion, see United States Government Accountability
Office, “Better Management of Federal Grant and Loan Forgiveness Programs for Teachers
Needed to Improve Participant Outcomes,” February 2015, http:/gao.gov/assets/670/668634.pdf.

241 Thid.
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increased, however, more than offsetting the drop on Federal land.
In fiscal year 2009, the U.S. produced 5.2 million barrels of oil per
day, with production on Federal property accounting for 33 percent
of the total.242 By fiscal year 2013, the U.S. was producing 7.2 mil-
lion barrels per day, but production on Federal lands represented
only 23 percent of the total.243

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).244 In fiscal year 2014, only 2.4 million board feet were har-
vested, generating less than $150 million.245 This dramatic reduc-
tion in economic activity in States and counties that have Federal
lands within their borders has wreaked havoc on their ability to
fund local services, such as schools.

One large culprit: The administration is keeping Federal lands
under lock and key, while it continues its politically-motivated cli-
mate change agenda. On 15 January 2016, the Obama Administra-
tion unilaterally imposed a moratorium on new leases for coal
mined from Federal land.24¢ This halt deals another crushing blow
to the coal industry. Mining on Federal lands accounts for 40 per-
cent of the coal production in America, and approximately 33 per-
cent of U.S. coal reserves is located on Federal lands. The Bureau
of Land Management itself estimates that nearly 1.9 billion tons of
coal reserves in nine States will be placed off limits due to the Sec-
retarial Order. Moreover, Federal coal leases provide thousands of
jobs as well as revenue for State and local communities. This budg-
et rejects the administration’s war on coal.

The Federal Government owns “somewhere between 635-640
million acres of land—almost a third of the United States.” 247 The
government cannot properly manage all this land and, as a result,
Federal agencies estimate a $19 billion maintenance backlog.248
The budget resolution supports giving States and localities more
control over the resources within their borders. This will lead to in-
creased resource production and allow States and localities to take
advantage of the benefits of increased economic activity.

Illustrative Direct Spending Options

As it develops policies in these areas, the Committee on Natural
Resources may wish to consider the factors above. Below are op-
tions that could emerge from such consideration.

Maintaining Existing Land Resources. The President’s budget
seeks to convert certain Federal land acquisition accounts from dis-
cretionary to direct spending. The Federal Government already

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

243Thid.

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

245 Tbid.

246 Joby Warrick and Juliet Eilperin, “Obama Announces Moratorium on New Federal Coal
Leases,” The Washington Post, 15 January 2016: https://www.washingtonpost.com/news/energy-
environment/wp/2016/01/14/obama-administration-set-to-announce-moratorium-on-some-new-fed-
eral-coal-leases/.

247House Committee on Natural Resources, Views and Estimates for Fiscal Year 2016.

248 Thid.
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struggles with a maintenance backlog on the millions of acres it
controls—a backlog totaling between %17 billion and $22 billion—
but the administration is seeking to acquire even more land. This
budget keeps funding for land acquisition under congressional over-
sight, 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 expected to
receive to pay for schools and other local priorities. Increased tim-
ber harvests will generate economic growth in localities throughout
the country, increase receipts to the Federal Government, States,
and localities, and reduce the need for funding replacement pro-
grams, such as Secure Rural Schools.

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 greater access
in areas such as Alaska, the Outer Continental Shelf, the Gulf of
Mexico, and the Intermountain West.

In addition, the budget rejects the Obama Administration’s pro-
posal to redirect funds allocated to the Gulf States through the
Gulf of Mexico Energy Security Act to the U.S. Treasury. This pol-
icy, proposed in the President’s recent fiscal year 2017 budget re-
quest, would negatively affect State and local communities with di-
verse coastal ecosystems.

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 spending budget
authority and $106 million in outlays in fiscal year 2017. The 10-
year totals are $1.0 billion for both budget authority and outlays.
The figures 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 NFIP reauthorization will expire 30 September 2017. The
Committee on Financial Services says: “[T]here is little to no pri-
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vate sector alternative to the NFIP, exposing taxpayers to virtually
all of the Nation’s insured flood risk. In 1968, Congress recognized
that the inherent challenges of managing flood risk were too great
for the private sector and that no viable private sector insurance
alternative existed. But 47 years later, given the dynamics of the
market and the information now available, the Committee believes
the biggest impediment to the development of a private flood insur-
ance market is the subsidized monopoly of the NFIP. The Com-
mittee will explore legislative initiatives to facilitate the establish-
ment of a private flood insurance market that serves the needs of
all Americans and reduces the significant financial risk faced by
taxpayers.” 249 Other direct spending programs within the function
include activities such as Community Development Financial Insti-
tutions, Rural Energy for America, the Bureau of Indian Affairs
and Indian Education, and activities of the Gulf Coast Restoration
Trust Fund. The resolution calls for —$597 million in direct spend-
ing budget authority and $656 million in outlays in fiscal year
2017. The 10-year totals for direct spending budget authority and
outlays are — 3.0 billion and $7.6 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.

249 Committee on Financial Services, U.S. House of Representatives, Views and Estimates, 8
February 2016.



Financial Management

The remaining categories chiefly concern major non-pro-
grammatic financing mechanisms for the Federal Government. Net
Interest, for example, represents payments resulting from the gov-
ernment’s prior borrowing. Allowances is a placeholder function for
budgetary effects that the Congressional Budget Office has not yet
assigned to other specific categories. Undistributed Offsetting Re-
ceipts represents 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 $223 bil-
lion in fiscal year 2015 to $830 billion by 2026. At this rate, inter-
est costs are projected to grow at an average annual rate of ap-
proximately 12.7 percent—the fastest growing major component of
the Federal budget. Net interest spending is projected to exceed the
entire amount spent on the national defense base budget by 2024.

Reducing interest costs will require sustained spending restraint.
This budget resolution provides such restraint, and it reduces net
]ionterlest by $974.8 billion over 10 years compared with the CBO

aseline.

Summary of Net Interest Payments

The resolution calls for $306.5 billion of direct spending for net
interest payments in fiscal year 2017. The proposed 10-year total
for net interest payments are $4.8 trillion.

On-budget direct spending—or net interest payments unrelated
to Social Security—is $393.7 billion in fiscal year 2017 and $5.6
trillion over 10 years. The on-budget figure is larger than the budg-
et Function 900 total, because the former is offset by off-budget in-
terest payments to the Social Security Trust Fund. These off-budg-

(175)
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et interest payments are presented as negative numbers, because
they reflect money coming into, rather than flowing out of, the
Treasury.

Off-budget direct spending is —$87.2 billion in fiscal year 2017
and —$823.1 billion over 10 years.

ALLOWANCES

Function Summary

The Allowances categories represent place-holders for certain
budgetary impacts that the CBO has yet to assign to a specific
budget function. They are presented as Function 920 in the sum-
mary tables. The particulars of the categories are described below.

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 (Function 050) and Medi-
care (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 2016 baseline release, CBO did not provide forward-
looking, function-level information on what non-defense and non-
Medicare reductions are under the terms of the BCA. The CBO
has, instead, assigned the non-defense and non-Medicare reduc-
tions required by the BCA to Function 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 $587.6 billion and $530.1 billion
in reductions for budget authority and outlays over 10-years, re-
spectively, to reflect the impact of the BCA on non-defense and
non-Medicare spending. The following two components are included
in the baseline:

e A reduction of $567.9 billion in budget authority and $512.3
billion in outlays for non-defense activities, needed to comply
with the discretionary spending caps set by section 101 of the
BCA;

e A $19.7 billion and $17.8 billion reduction in budget authority
and outlays, respectively, to non-Medicare and non-defense di-
rect spending programs, necessary to comply with the auto-

matic-enforcement procedure (the sequester) mandated by the
BCA.

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-
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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 —$105.5
billion in budget authority and outlays in fiscal year 2017 (the
minus sign indicates receipts flowing into the Treasury). Over 10
years, budget authority and outlays total —$1.2 trillion.

On-budget amounts are —$88.6 billion in budget authority and
outlays in fiscal year 2017, and — $966.6 billion in budget authority
and —$970.0 billion in outlays over 10 years.

Off-budget amounts are —$16.9 billion in budget authority and
outlays in fiscal year 2017, and —$196.3 billion in budget authority
and outlays over 10 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 Real-Property Sales. The Fiscal Commission highlighted
potential budget savings from another area where the mismanage-
ment of taxpayer-owned assets and the sheer amount of unneces-
sary costs 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. Com-
plex procedural requirements, lack of organization, and delayed
data reporting provide agencies with few incentives to dispose of
unneeded properties and even fewer repercussions for holding onto
these properties indefinitely. Real-property management has been
on the Government Accountability Office’s list of “high risk” gov-
ernment activities since 2003. According to the most recent Federal
Real Property Profile, from fiscal year 2014, the Federal Govern-
ment owns or leases more than 275,000 buildings and 481,000
structures.250

The government has a poor track record for real-estate asset
sales. The fiscal year 2014 report shows that of the 18,619 assets
the Federal Government disposed of in that year, 5,473, or almost
30 percent, were disposed of by way of demolition. Just under 5
percent were disposed of through a sale. Many assets were con-
veyed, or given away, at below-market value or for free.251

The resolution urges the Office of Management and Budget to
streamline the asset-sale process; loosen regulations for the dis-
posal and sale of Federal property to eliminate red tape and waste;
set enforceable targets for asset sales; and hold government agen-

250 General Services Administration, Federal Real Property Profile, Fiscal Year 2014: http:/
www.gsa.gov/portal/content/102880.
251 Thid.
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cies accountable for the buildings they oversee. If these actions are
done correctly, the Federal Government could save billions of dol-
lars 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 lands, in consultation
with State and local communities, to identify where certain lands
may be more efficiently managed, thus reducing the burden on the
Federal Government. Excluded from this policy are National Parks,
wilderness areas, wildlife refuges, and wild and scenic rivers.

Reduce Strategic Petroleum Reserve [SPR] Through Asset Sales.
The SPR was created following the energy crisis of 1973 when
OPEC members proclaimed an oil embargo. Since then the U.S.
has significantly reduced its dependence on overseas oil. Further-
more, the recent significant expansion of U.S. oil supplies allows
the Federal Government to safely draw down the number of barrels
it holds in reserve. The United States is required to hold in reserve
a number of barrels equal to 90 days of net imports, pursuant to
an agreement with International Energy Agency [IEA] member
countries. This policy option would draw down reserves within the
SPR in accordance with its international agreements.



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 address these prob-
lems with a reformed tax code that is simpler and fairer, and that
promotes growth. A revamped tax code could raise just as much
revenue as does the system in place today, without the harmful 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 job creation.

The budget resolution’s revenue projections—$3.521 trillion in
fiscal year 2017, and $42.385 trillion through 2026—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 $160.0 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. Many
of the major changes made over the years have carved out special
preferences, exclusions, or deductions for various activities or
groups. These loopholes exceed $1.0 trillion per year. To put that
figure in perspective, the government collected about $1.5 trillion
in individual income taxes last year.

As the tax code has grown in complexity, the Internal Revenue
Service has increased its funding requests to support an army of
tax examiners and agents. To cite just one example, the Treasury
Department requested about $452.0 million in fiscal year 2015 sim-
ply to administer the tax elements of the Affordable Care Act over
those 12 months. Nina E. Olson, the National Taxpayer Advocate
[NTA], has consistently cited the complexity of the tax code as one
of the most serious problems facing individuals and businesses. In
the NTA’s 2014 annual report to Congress, Olson said: “I believe
we need fundamental tax reform, sooner rather than later, so the
entire system does not implode.” 252

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 incentives to
work, save, and invest, which reduces economic output and job cre-

252 National Taxpayer Advocate, Annual Report to Congress, Vol. 1, 2014: http:/
www.taxpayeradvocate.irs.gov/Media/Default/Documents/2014-Annual-Report/Volume-One.pdf.
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ation. Lower economic output, in turn, drains off 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. Income tax revenue
has remained fairly steady, despite these sharp rate swings. It
turns out that the biggest driver of Federal revenue is not higher
tax rates, but economic growth. A sizable majority of economists
point out that a broad base and low rates are key in a tax system
that fosters economic growth and competitiveness. Legislators on
both sides of the aisle agree on this basic principle.

One hallmark of the U.S. economy is the role of smaller, unincor-
porated businesses. Roughly half of U.S. active business income
and half of private sector employment are derived from business
entities (such as partnerships, S corporations, and sole proprietor-
ships) that are taxed on a “pass-through” basis. This means the in-
come 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. This is the high-
est rate in the industrialized world. The tax itself raises relatively
little revenue: only about 10 percent of the total Federal tax take
comes from taxing corporate income. Furthermore, corporate in-
come is taxed twice: first at the corporate entity level, as it is
earned, and also as the shareholder level, when corporations dis-
tribute earnings. This tax structure discourages investment and job
creation, distorts business activity, and puts American businesses
at a competitive disadvantage against foreign competitors. Policy-
makers should consider options to limit such double taxation when
comprehensive tax reform is considered. Any tax that raises little
revenue and creates a lot of economic distortions is particularly
ripe for reform.

A high corporate tax rate hinders American competitiveness by
making the U.S. a less desirable destination for investment and
jobs. Decisions about where to locate a business and make invest-
ments are becoming more sensitive to country tax rates, as global
integration increases. Foreign investment is important to an econ-
omy, because it is a key source of funding to finance innovation and
jobs. Many countries have been lowering their business taxes to in-
crease their competitiveness. The U.S. risks falling behind, as it
maintains a high tax rate while other countries lowering theirs.
The U.S. corporate tax constrains economic growth and job cre-
ation, because it deters potential investment. Also, the U.S. tax
rate differential with other countries fosters a variety of com-
plicated multinational corporate behaviors intended to avoid the
tax—profit shifting, corporate inversions, and transfer pricing—
which have the effect of moving the tax base offshore, destroying
American jobs, and decreasing corporate revenue.
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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-
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, in which U.S. multinational businesses op-
erating 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 would boost the competitiveness of U.S. companies oper-
ating abroad and would also reduce incentives for 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 particular policies, these aims can be
achieved through revenue-neutral, fundamental tax reform that
does the following:

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;

¢ Substantially lowers tax rates for individuals, and consolidates
the current seven individual income tax brackets into fewer
brackets;

¢ Repeals the Alternative Minimum Tax;
e Reduces the corporate tax rate;

¢ Transitions the tax code to a more competitive system of inter-
national taxation.

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 help reduce the budget deficit. According to CBO, rais-
ing real GDP growth by just 0.1 percentage point per year would
reduce the deficit by $327 billion over the next decade.

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

Representative Woodall (R—GA), for instance, has submitted a
fundamental tax-reform plan for consideration by the Ways and
Means Committee. It would eliminate taxes on wages, corporations,
self-employment, and capital gains, as well as gift and death taxes,
in favor of a personal consumption tax that would provide the eco-
nomic certainty that American businesses, entrepreneurs, and tax-
payers desire.
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Representative Goodlatte (R—-VA) 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 provide 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 in-
dividuals, protection for the rights of taxpayers and a reduction in
tax collection abuses. Additionally, under this legislation, a tax sys-
tem would support savings and investment, and would not penalize
marriage or families. Similar legislation has twice passed the
House of Representatives in previous Congresses. The 114th Con-
gress should consider enacting this legislation.

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

It is no secret that Washington has a spending problem, not a
revenue problem. (The Congressional Budget Office projects Fed-
eral revenue will hover right around 18.0 percent of gross domestic
product throughout the next decade, well above the 17.4-percent
average annual level of the past half century.) This is primarily
due to the growing costs of health and retirement benefits. There-
fore, this report discourages proposals offered by some members of
Congress that seek to raise revenue to finance out of control spend-
ing, such as a financial transaction tax, a bank excise tax, or a car-
bon tax. These proposals would discourage savings and investment
and increase the costs of individual, family, and employee retire-
ment accounts.

This committee report recognizes that one way to relieve the
ever-increasing burden of automatic spending is to encourage indi-
viduals and families to save. Maintaining and strengthening the
critical role of the private sector in helping all Americans achieve
retirement security is important. Tax reform that encourages tax-
payers to save is pro-growth economic policy that would con-
sequently enable individuals and families to rely less on the Fed-
eral Government.

Congress should consider these and the full myriad of 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 2015 was $2.299 trillion,
and will grow to $4.142 trillion by 2026, reflecting an average an-
nual growth rate of 5.5 percent—faster than both CBO’s projection
of 2015 nominal economic growth of 3.4 percent and CBQO’s longer-
term projection of economic growth of 4.0 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
$882 billion in 2015 to $1.6 trillion in 2026 and Medicare expected
to grow from $634 billion in 2015 to $1.3 trillion in 2026.

Over the next decade, the major means-tested automatic (or “di-
rect”) spending programs are expected to grow by 4.3 percent per
year—from $744 billion in 2016 to $1.1 trillion in 2026. Not only
are these programs expected to grow in the future, but they have
grown significantly over the past 40 years. The Congressional Re-
search 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 gross domestic product [GDP]. Over just the past 10 years, major
means-tested automatic spending programs have grown 7.3 percent
per year, from $386 billion in 2007 to $744 billion in 2016.

There are a number of reasons for this growth. Most recently, the
recession caused significant increases in spending on low-income
programs. Spending is projected to remain at elevated levels for
several programs—most notably, the Supplemental Nutrition As-
sistance Program, or SNAP (formerly known as food stamps). Over
the past 10 years, the SNAP program grew at 8.1 percent annually,
ballooning from $35 billion in 2007 to $75 billion in 2016. While
this amount is projected to remain steady over the next 10 years,
it remains at elevated levels compared to prerecession 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 4.8 percent per year.

The largest means-tested program in the Federal budget is Med-
icaid, the Federal-State low-income health program. Medicaid
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spending— and its related State Children’s Health Insurance Pro-
gram [SCHIP]—doubled from $197 billion in 2007 to $394 billion
in 2016. Going forward, the Congressional Budget Office [CBO]
projects Federal Medicaid and SCHIP spending to reach $648 bil-
lion in fiscal year 2026. 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 7.7 percent a year over the past 10
years, and it is projected to grow 5.4 percent a year over the next
10 years. This level of growth is clearly unsustainable.

The Fiscal Year 2017 Budget

The fiscal year 2017 budget addresses both non-means-tested
and means-tested direct spending. Most important, it tackles the
primary drivers of debt and deficits: the government’s health pro-
grams. For Medicare, this budget advances policies to put seniors,
not the Federal Government, in control of their health care deci-
sions. This resolution provides future retirees with the freedom to
choose a plan best suited for them, and guarantees health security
throughout their retirement years. Under this program, traditional
Medicare and private plans—providing the same level of health
coverage—compete for seniors’ choices, just as Medicare Advantage
does today. This improved Medicare program would also adopt the
competitive structure of Part D, prescription drug benefit program,
providing beneficiaries with a defined contribution to purchase cov-
erage and, through competition, deliver savings for seniors in the
form of lower monthly premium costs. By allowing seniors to
choose the best plan for them, plans are required to compete
against each other on price and quality. This means the program
works better for patients and will save the program for future gen-
erations of seniors. The program also includes additional protec-
tions for the most vulnerable. Adjustments would be made to the
Federal contribution based on the health of the beneficiary so that
those with illnesses would receive higher payments if their condi-
tion worsened; lower-income seniors would receive additional as-
sistance to help cover out-of-pocket costs; and wealthier seniors
would assume responsibility for a greater share of their premiums.

For Medicaid, this budget converts the Federal share of Medicaid
spending into allotments that give States the flexibility to tailor
their programs to meet their fiscal needs, as well as serve the
worst off in society. State Flexibility Funds would end the mis-
guided one-size-fits-all approach that ties the hands of State gov-
ernments trying to make their Medicaid programs as effective as
possible. In addition, the budget proposes to advance a work re-
quirement for all able-bodied adults who are enrolled in Medicaid.
Work not only provides a source of income and self-sufficiency, but
also has been demonstrated as a valuable source of self-worth and
dignity for individuals. 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
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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
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.253 Another example is the treatment of this
budget resolution, which does reflect the positive impact of its over-
all deficit-reducing fiscal policy, though it is still based on CBO’s
independent 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 Representative Foxx (R-NC) has proposed. The committees
should work with CBO to provide the Congress with periodic anal-
yses of such inaccuracies in CBO cost estimates and subsequent ad-
justments going forward.

253 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 an urgent challenge
the United States faces today. The source of the crisis is the drift
toward ever-expanding government. To avert a future debt crisis,
Congress needs to stop this encroachment and to revive community
in American civil society.

This budget would turn the tide. If the policies incorporated in
the budget were enacted, they would yield $6.5 trillion in spending
reductions 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 a
“cut"7

Under current policy, the Federal Government will spend $50.6
trillion over the next 10 years. Under this proposal, it will spend
roughly $44.1 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 4.8 percent. Under this budget, it will rise by only 2.7 per-
cent.

Washington cannot keep spending money it does not have. So
this budget achieves balance in 2026 by bringing spending down
relative to the size of economy, to 18.3 percent of GDP in 2026. To
achieve this outcome, it puts in place fundamental reforms to pro-
tect and strengthen Medicare by gradually transitioning the pro-
gram to a premium support model. Along with Medicaid and other
spending reforms, these changes are critical to putting the Nation
on sound financial footing.

The spending path assumed in this budget will result in a bal-
anced budget in 10 years and, according to CBO, a growing surplus
that will lead to a sharp reduction in the national debt. CBO says
a small budget surplus in 2026 will eventually grow to 1.8 percent
of GDP by 2040. At the same time, debt held by the public will de-
cline from more than 74 percent of GDP today to 57 percent of
GDP in 2026 and to just 22 percent of GDP by 2040—a glide path
to fully paying off the national debt.

Over the long term, the budget assumes revenue generally fol-
lows CBO’s extended baseline and is allowed to grow from 18.1 per-
cent of GDP in 2026 to 19.0 percent of GDP by 2035. After that,
the budget holds revenue at 19.0 percent of GDP.
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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 resulted in four years of
balanced budgets. This budget follows that model. It incorporates
ideas from both parties to address a pressing issue of the day:
America’s national debt.



BUDGET PROCESS REFORM

There is no doubt congressional budget procedures are failing.
Before last year, Congress had gone 5 straight years without pass-
ing a budget resolution, the key instrument for setting fiscal policy
(although the House did pass its own budgets for fiscal years 2012
through 2015).

Yet the lack of budget resolutions is only one symptom of con-
gressional failure. As the practice eroded, budget deadlines were
routinely missed (sometimes deliberately), spending limits were
breached, oversight was ignored, and separate spending bills were
typically combined into massive, omnibus measures that Members
had too little time to study before they must vote on them. Al-
though the House and Senate last year did pass a reconciliation
bill pursuant to the budget resolution—the measure repealed the
Affordable Care Act—the budget’s discretionary spending levels
were supplanted by a bipartisan spending agreement.

Budgeting is inherently difficult, but current budget procedures
contribute to the failures cited above. The process is complex, im-
mensely time-consuming, frustrating, and difficult to understand—
and far too often it fails to produce the results intended. As a re-
sult, over the past several years, legislators and policy experts have
proposed a variety of specific, incremental changes to the process
that they believe will make it more efficient and effective. Among
the ideas proposed have been a joint budget resolution—which
would call for the President’s signature or veto—automatic con-
tinuing resolutions, 2-year budgets and appropriations, and reform
of budget baselines. What is needed, however, is a thorough over-
haul of the congressional budget process: “[T]he time for incre-
mental reforms in the budget process is over. The Congress should
blow it up and start over from first principles.” 254

The following are some key principles for guiding a reevaluation
of congressional budgeting procedures.

Exercising Constitutional Government

Although America’s Founders had little sense of formalized budg-
et practices, they knew control over spending and taxation was one
of the most powerful instruments of government—one that should
rest with the legislature. “This power of the purse,” Madison wrote,
“may, in fact, be regarded as the most complete and effectual weap-
on with which any constitution can arm the immediate representa-

254 Alice M. Rivlin, first director of the Congressional Budget Office, testimony to the Com-
mittee on the Budget, U.S. House of Representatives, 21 September 2011.
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tives of the people, for obtaining a redress of every grievance, and
for carrying into effect every just and salutary measure.” 255

With today’s budgets at nearly $4 trillion a year—more than one-
fifth of the Nation’s total economic output—budget matters affect
nearly every aspect of government. “The importance of conflicts
over the size and distribution of the budget—failure to pass a budg-
et on time or at all has become a sign of inability to govern—testi-
fies to the overwhelming importance of budgeting. Nowadays the
State of the Union and the state of the budget have become essen-
tially equivalent.” 256

Most process reform proposals focus on practical matters, aiming
to establish a process that is more effective, efficient, and enforce-
able. This is perfectly understandable and appropriate. A budget
process, however skillfully designed, is pointless if Congress cannot
or will not use it, or if it fails to improve management of fiscal pol-
icy.
Still, reformers should view these characteristics in a broader
context that recognizes the role of budgeting as a principal exercise
of governing. The process should reinforce the American constitu-
tional framework, treating it not as an impediment to efficient
budgeting but as the fundamental platform for public policy.

LIMITING GOVERNMENT

If the Constitution is intended to provide a framework for a lim-
ited government, a practice of budgeting aimed at limiting spend-
ing is one of the best ways to achieve it.

Spending is how government does what it does, the reason gov-
ernment taxes and borrows. Hence, spending is the root cause of
every other fiscal consequence. Total spending also is one of the
best measures of the size and scope of government and its burden
on the economy.257 As longtime budget expert Allen Schick has put
it: “In a fundamental sense, the Federal Government is what it
spends.” 258

Controlling spending is therefore a principal means of limiting
government and should be a focus of the budget process. Therefore,
measures such as spending caps are important, especially if applied
to both automatic and discretionary spending. They should help
control spending and force frequent review of automatic spending
programs. The main point is to recognize that spending is a funda-
mental expression of the size, scope, and nature of government. To
limit spending is to limit government itself and to validate the
principle that “budgeting is governing.”

ENHANCING CONGRESS’S POLICYMAKING ROLE

Budgeting should be viewed as more than merely a mechanical
process. It should reinforce Congress’s constitutional role as the
policymaking institution of the Federal Government. Therefore, the

255 The Federalist, No. 58.

256 Aaron B. Wildavsky, The New Politics of the Budgetary Process — Third Edition (New York:
Addison-Wesley Educational Publishers Inc., 1997) p. xxiii.

257 See Douglas J. Holtz-Eakin, testimony in hearing, Economic Effects of Long-Term Federal
Obligations, Committee on the Budget, U.S. House of Representatives, 108th Cong., 1st Sess.,
July 24, 2003, http://www.gpo.gov/fdsys/pkg/ CHRG-108hhrg88592/html/CHRG—
108hhrg88592.htm.

258 Schick, The Federal Budget, p. 2.
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budget resolution—the only legislative vehicle that views the gov-
ernment comprehensively—should define the priorities guiding its
allocation of resources. It should reflect the delegation of powers
between the Federal and State governments as envisioned in the
Constitution. Embracing these principles gives meaning to the
budget resolution as an instrument for governing, and provides co-
herence to the spending and tax bills that follow. The budget proc-
ess also should promote the practice of budgeting itself. It should
compel Congress to exercise this fundamental governing responsi-
bility. The best incentive, of course, is simply a firm commitment
by lawmakers to fulfill their legislative obligations, but the process
should support that conviction to the greatest extent possible.

REINFORCING THE BALANCE OF POWERS

The role of budget procedures in maintaining the constitutional
order was clearly stated in 1918, as policy advocates were pro-
moting the establishment of an executive budget process (which
came to pass in 1921).25° “When you have decided upon your budg-
et procedure you have decided on the form of government you will
have as a matter of fact. Make the executive the dominating and
controlling factor in budget-making and you have, irrespective of
what label you put on it, an autocratic actual government. If . . .
you give the dominating and controlling influence to the represent-
atives of the people elected to the legislature, you have, irrespective
of what label you put on it, a democratic or a representative actual
government.” 260

The Congressional Budget Act of 1974 made the budget a concur-
rent resolution, not requiring the President’s signature, for a rea-
son. The President still prepares his budget—an expression of his
own agenda, his own priorities and policy proposals—independently
of Congress. The President also has the important role of either
signing or vetoing the spending and tax bills that implement the
congressional budget. Through veto messages, he can encourage—
but not compel—changes in those measures.

When Congress fails to conduct its own regular budget proce-
dures, it cedes to the administration more control over budgetary
decisions through its execution of spending and tax policies. This
is especially true with automatic spending programs and their ef-
fectively permanent authorizations. Because they are not subject to
regular congressional review, this major part of the budget is argu-
ably controlled by the administration and its regulatory apparatus.

The congressional budget should assertively define the allocation
of resources in a way that aligns with Congress’s vision of national
priorities. Congress also should periodically review all spending
programs, especially those funded with automatic spending.

It is worth noting, too, that before 1974, only the President had
a comprehensive fiscal plan for the government. Congress acted on
spending and tax bills separately, and they were made part of the
President’s plan, sometimes with modifications. With the creation

259The Budget and Accounting Act of 1921 created the Federal Government’s first formal
budget process based in the Executive Branch. The act also created the Bureau of the Budget,
now the Office of Management and Budget.

260 Edward Augustus Fitzpatrick, Budget Making in a Democracy (New York: The Macmillan
Company, 1918).
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of the budget resolution under the Congressional Budget Act of
1974, Congress had its own comprehensive fiscal plan, and the
President’s actions in signing spending and tax bills became piece-
meal. This represented a significant shift in governing authority.

CONTROLLING THE ADMINISTRATIVE STATE

A huge expansion of the Executive Branch bureaucracy has ac-
companied the growth of the Federal Government’s role in Amer-
ican society during the 20th century. The Progressive impulses that
promoted this trend relied largely on policy “experts” shielded from
political influence. In their regulatory capacities, these bureaucrats
have come to assume authorities of all three branches of govern-
ment: legislative, executive, and judicial. Thus, America’s constitu-
tional government has increasingly become an administrative state
largely run by unelected career government employees. Indeed,
most of the laws passed by Congress simply authorize bureaucrats
to devise regulations that will control Americans’ lives.261

Whether the regulatory agencies are ‘executive agencies,” ‘execu-
tive departments,” ‘Federal departments,’ or ‘independent regu-
latory commissions’ is irrelevant. In whatever form they may take,
the myriad agencies and departments that make up this adminis-
trative state operate as a ‘fourth branch’ of government that typi-
cally combines the powers of the other three and makes policy with
little regard for the rights and opinions of citizens.262

In addition to taking firmer control of the regulatory process
itself,263 Congress could address this problem through budgeting.
“Congress funds the administrative state, providing financial sup-
port that the bureaucracy values highly. As a result of Congress’s
substantial powers, agencies and departments listen carefully when
Congress speaks to them.” 264

Promoting and Sustaining Fiscal Responsibility

Budgets exist because resources are finite and needs are not.
Both individuals and governments go to great lengths through
budgeting to understand what resources are available and how best
to allocate them among competing needs. A good budget should
lead to sustainability, in which resources match needs over long pe-
riods of time even if temporary imbalances occur.

There also must be honesty in recognizing the true difference be-
tween “investments”—that is, legitimate cases in which needs tem-
porarily exceed resources, but produce long-term returns—and
chronic deficits where over-consumption eventually leads to finan-
cial ruin. A good budget must also recognize the willingness of par-
ticipants to provide resources—to be taxed—and force reconciliation
with spending when chronic imbalances occur. The Federal budget
is failing to provide either sustainability or a rational process that
aligns spending with taxes.

261 Jonathan Turley, “The Rise of the Fourth Branch,” The Washington Post, 26 May 2013:
http://articles.washingtonpost.com/2013-05-24/opinions/39495251 1 federal-agencies-federal-
government-fourth-branch.

262 Joseph Postell, “From Administrative State to Constitutional Government,” Heritage Foun-
dation Special Report No. 116, 7 December 2012. p. 5: http://www.heritage.org/research/reports/
2012/12/from-administrative-state-to-constitutional-government.

263Thid., pp. 25-26.

264Tbid., p. 25.
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Targets for budget sustainability have become a hotly debated,
partisan topic. The most straight-forward model—one that pre-
vailed as a governing standard for most of the Nation’s history
until the 1970s—is a balanced budget, a rapidly declining ratio of
debt to gross domestic product [GDP], and eventual liquidation of
the national debt. On the other side, sustainability is defined as
maintaining the current debt-to-GDP ratio. Similarly, there is no
agreement on the level of spending vs. the willingness to be taxed.
Spending has averaged 20.5 percent of GDP over the past 40 years,
while revenue has averaged 17.4 percent—meaning a chronic def-
icit of about 3 percent of total economic output has persisted.

The current budget process contains no formal rules or default
targets concerning either sustainability or levels of spending and
taxation when the two parties cannot agree on levels. In theory,
budget alignment could be brought about at any time by the Con-
gress and President, but in practice it will be achieved only when
one political party controls both Houses of Congress and the Presi-
dency, and even then it is uncertain. The absence of default targets
for debt, taxes, and spending reinforces the status quo, supporting
biases in favor of higher spending, leading to spending levels that
far exceed taxes, an ever growing level of debt, and ultimately an
unsustainable budget outlook.

A strong argument can be made that the current budget system
is fatally flawed because it cannot self-correct an unsustainable
outlook. Many developed countries facing similar problems have
adopted fiscal rules to deal with this problem. Similarly, 49 of the
50 States of the U.S. have adopted some type of balanced budget
requirement. A critical element of these requirements is that they
apply regardless of the party in power, which guarantees a sensible
fiscal outcome even if the specific policies in question are hotly de-
bated.

Given the real risk of an approaching Federal debt crisis and the
inability of the current political environment to prevent it, now is
the time to examine whether formal fiscal rules that guarantee
sustainability and match spending with the taxes can be adopted
within the Federal budget process.

Restoring Congressional Control of Spending and Taxation

For most of the Nation’s history, Congress exercised its “power
of the purse” through a process in which periodic votes on spending
was the norm, fixed allotments of funds were appropriated, and
programs were authorized for finite periods of time. With the dra-
matic growth of automatic spending programs as a share of total
outlays, Congress has gradually lost control of spending, and—per-
haps unintentionally—has ceded much of its fiscal authority to the
Executive Branch.

The Federal Government’s major health, retirement, and eco-
nomic security programs—including Social Security, Medicare, and
Medicaid—operate on the mechanism of automatic spending (for-
mally “direct” or “mandatory” spending).265 Typically, once such a

265 Although “mandatory spending” is the more common term, it is direct spending that has
an actual definition in the Balanced Budget and Emergency Deficit Control Act of 1985 (Public

Continued
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program is authorized, the payments flow automatically to eligible
recipients and continue indefinitely, with no limit on total outlays
and without regular congressional oversight. These automatic
spending programs, coupled with net interest (a mandatory pay-
ment in the truest sense of the term) now constitute roughly two-
thirds of total Federal spending, compared with about one-third in
1965, at the dawn of President Johnson’s Great Society programs.
The share of direct spending (including interest) is projected to con-
tinue increasing relentlessly, reaching 78 percent of the budget in
just 10 years. This spending threatens to consume all Federal tax
revenue in the near future if no reforms are made.

Conversely, annually appropriated, or “discretionary” spending,
has plunged from two-thirds of total spending in 1965 to one-third
now, and is projected to continue shrinking (Figure 2). These dis-
cretionary accounts—which finance activities such as national de-
fense, Washington’s support for K-12 education, veterans’ hos-
pitals, homeland security, and the operations of government agen-
cies, along with many others—are the only form of spending in
which Congress directly controls the allocation of resources and the
total amounts.

Automatic spending programs, in contrast, are designed to evade
any semblance of budget discipline: they have an unlimited source
of funds, most are permanently authorized, and they do not require
regular votes by Congress to continue operating. These features
ironically flip the power of the purse on its head: money is taken
from citizens and spent by the government, even without consent
from the current Congress. Congress can change these programs by
changing the underlying authorizing legislation, but the changes
can take effect only if the President agrees and signs the legisla-
tion. As a result, Congress has lost control over the majority of the
budget.

Many argue that direct spending as currently structured explains
chronic budget deficits and the growth in national debt. Indeed, the
budget has been balanced only five times in the past 50 years,
while at the same time automatic spending surged. Clearly, Con-
gress needs to re-establish control over automatic spending if it in-
tends to avoid deficits and dangerous levels of debt in the future.
The specific details of how to reform these programs remain vexing,
but basic principles such as fixed amounts of budgetary resources,
finite authorizations, and regular votes to continue authorized pro-
grams should be adopted.

Emphasizing Regular Oversight and
Review of all Federal Spending

To gain control of fiscal policy, the budget process should encour-
age regular review of all Federal spending. This is especially true
with the budget dominated by direct, or mandatory, spending. Au-
thorizing committees, who have jurisdiction over direct spending
programs, hold many hearings on programs under their jurisdic-
tion, but it is not clear that oversight and review of the effective-

Law 99-177), which describes it 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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ness of direct spending is an ongoing priority. This may be partly
due to how direct spending programs are treated under the budget
process. Over the next decade, Social Security and the major health
programs—Medicare, Medicaid, the Affordable Care Act, and the
State Children’s Health Insurance Program—will spend roughly
$28.2 trillion, representing nearly 90 percent of all expected man-
datory spending over this period.266

While the authorizing committees with jurisdiction over these
programs could make changes—for example, in a budget reconcili-
ation bill pursuant to a budget resolution—such permanently au-
thorized direct spending programs tend to reduce the incentive for
oversight and review of spending. The Social Security Program is
permanently authorized and is also off budget. Consequently, Con-
gress cannot consider changes to Social Security under the regular
budget or reconciliation process.

Most of the remaining 20 percent of expected direct spending is
accounted for by programs that are authorized for finite periods.
The Congress must reauthorize such programs when they face ex-
piration if it wishes for them to continue. In such cases, there is
more incentive for oversight activity by the relevant authorizing
committees. Nevertheless, the budget baselines generated by the
Congressional Budget Office assume that most direct spending pro-
grams will continue, even if their authorizations are set to ex-
pire.267 As a result, when the programs are reauthorized, the esti-
mates show little or no increase in spending. This situation tends
to reinforce the status quo and lessens the incentive to review di-
rect spending.

The budget process could be changed by enacting explicit long-
term targets and an annual review for Medicare, Medicaid, and So-
cial Security as well as other direct spending programs.268 Statu-
tory spending caps are currently established only for discretionary
spending. Establishing statutory limits for direct spending pro-
grams would tend to encourage more regular oversight and review
of all Federal spending. It could also encourage legislators to reach
conclusions in a timely manner.

Another problem is that even if Congress identifies wasteful or
obsolete programes, it is difficult to get estimates of the savings that
could result from eliminating them. This diminishes the incentive
to pursue such oversight.

Reflecting the True Costs of Programs

One of the successes of the Congressional Budget Act of 1974
was the Congressional Budget Office [CBO], created to provide
Congress with independent fiscal and economic analysis. Prior to
1974, Congress had to rely on the administration for such informa-
tion.

Some of CBO’s estimates fail to reflect the true costs of govern-
ment programs or legislative proposals, or misrepresent likely fis-

266 Congressional Budget Office, The Budget and Economic Outlook: 2016 to 2026, January
2016, Table 3-2, pp. 68—69.
fi‘*;él;his is pursuant to section 257 of the Balanced Budget and Emergency Deficit Control Act
0 .
268 This idea extends Recommendation 2 as discussed on pages 13-14 of the Bipartisan Policy
Center’s June 2015 report, “Proposal for Improving the Congressional Budget Process” to all di-
rect spending programs.
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cal outcomes. In many cases, this is due to estimating conventions
that have been approved by Congress—some of which contribute to-
ward biases in favor of higher spending. Many of these conventions
were created by a commission convened nearly a half century ago—
in 1967, under President Johnson—yet they remain in use
today.269

One example is the use of budget baselines. Although baselines
are an important means of estimating the direction of Federal
spending and revenue, they tend to assume all spending will con-
tinue to grow, maintaining its relative share of the Nation’s eco-
nomic resources. Consequently, the baseline builds in assumptions
of ever-increasing spending.

A second example lies in estimates of Federal credit programs.
Current methodologies understate the costs of Federal loans and
loan guaranties, because they do not account for credit risks arising
from these programs. This technique leads estimators to conclude
the government’s direct student loan program will result in savings
for the government when in fact, if default risks were suitably in-
cluded—by using fair value accounting—they would likely show
costs to the government.

A third example is the treatment of user fees and other govern-
ment collections outside of taxes. Many of these fees are counted
not as additional revenue to the government, but as “negative out-
lays,” or reductions in spending. This practice gives the impression
that increasing a fee decreases spending, when in fact it does just
the opposite: it uses the fees to support an increase in spending
that is masked by a misleading estimating convention.

Some of these practices also encourage the exploitation of esti-
mating conventions to make legislative proposals appear less ex-
pensive than they are. The gimmicks include timing shifts—moving
costs into subsequent fiscal years or outside the 10-year budget es-
timating window—or temporary or illusory spending offsets.

In addition, some government-backed entities—such as the Fed-
eral National Mortgage Association [Fannie Mae] and the Federal
Home Loan Mortgage Corporation [Freddie Mac] are not included
in the regular budget accounts, even though they represent enor-
mous exposures to taxpayers.

One other failing in the budget is a lack of accounting for regula-
tion. Regulations clearly impose costs, both in direct costs for im-
plementation, and also the burden of economic costs. The latter are
difficult to quantify, but even if it were possible, there is no place
in the budget to reflect them. (This subject is further addressed in
the next section of this report.)

Conclusion

Considering the great importance of restoring an effective and
vigorous practice of congressional budgeting—one built on the prin-
ciples described above—the Committee plans to undertake a thor-
ough rewrite of the Congressional Budget Act of 1974, with the
hope of enacting a new process early in 2017.

269 See the Report of the President’s Commission on Budget Concepts, 10 October 1967.



REGULATORY BUDGETING

The restoration of sound budgeting for how the Federal Govern-
ment spends taxpayer dollars is critical to the promotion of eco-
nomic growth, debt reduction, federalism, and ordered liberty. So
too is the introduction of budgeting for how the Federal Govern-
ment directs others to spend: regulatory budgeting.

Excessive and unnecessary regulation is a hidden tax on Ameri-
cans. It regressively taxes the poor, leaves displaced workers unem-
ployed or in lower-paying jobs, and often inflicts concrete pain in
search of illusory benefits. It is one of the biggest reasons Amer-
ica’s growth rate has failed to yield a sufficient recovery during the
Obama years.

Growing research shows that the cumulative burden of Federal
regulation—and high regulatory uncertainty about what regulation
may come next—drains America’s economy of the growth it needs
to reduce and eliminate Federal debt. Precious manpower and fi-
nancial resources that productive sectors could otherwise spend on
innovating, hiring new workers, and rolling out new products and
services is wasted every day on compliance with extensive amounts
of new regulation—and the enormous numbers of regulations al-
ready on the books.

All too often, this serves only the administrative state, not fami-
lies in search of a living, the poor in search of opportunity, and
workers in need of a job. Washington’s regulatory bureaucracy
rarely knows both the monetized costs and the monetized benefits
of even new major regulations that it issues. Frequently, the bene-
fits claimed for new regulation are not the direct benefits Congress
directly sought when it passed the relevant regulatory statutes. In-
stead, they are purported “co-benefits”—side effects—that the bu-
reaucracy argues serve some other end.

None of this can be afforded by an America that must rely on pri-
vate sector growth to help pay down almost $20 trillion in Federal
Government debt. None of it should be countenanced by a Nation
founded on the principles of limited government and personal lib-
erty.

None of this, moreover, has to continue. When regulation is need-
ed, it can be done in more cost-effective ways. Before it is imposed,
Congress can budget for how much new regulation, if any, can
sustainably be imposed on America’s economy year by year. The
undue brake on economic growth that Federal regulation sets must
be controlled. It makes eminent sense to do that using the kinds
of budgeting tools Congress applies to put the brakes on runaway
Federal spending. To date, Congress has not adopted regulatory
budgeting tools to manage the Federal regulatory footprint in the
way that it manages the Federal spending footprint. Neither has
it imposed robust statutory controls against Federal regulators’
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abilities to burden America’s workers and economy with excessively
expensive and insufficiently effective Federal regulations. The time
has come that it should do both.



SECTION-BY-SECTION DESCRIPTION

The concurrent resolution on the budget for fiscal year 2017 es-
tablishes an overall budgetary framework. As required under the
Congressional Budget Act of 1974 [the Budget Act], the framework
includes aggregate levels of new budget authority, outlays, reve-
nues, the amount by which revenues should be changed, the sur-
plus 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 budg-
etary levels for fiscal years 2018 through 2026.

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 resolution, and specifies
certain policy assumptions underlying the budget resolution.

Section 1. Concurrent Resolution on the Budget for Fiscal Year
2017.

Subsection (a) establishes the budgetary levels for fiscal year
2017 and each of the nine ensuing fiscal years, 2018 through 2026.
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 2017 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 among 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
2017, the authorizing committees receive an allocation of spending
authority over the 10-year period provided for by this budget reso-
lution 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 amount revenue
(201)
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should be changed, total new budget authority, total budget out-
lays, surpluses 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 2017 and establishes these levels for each of fiscal
years 2018 through 2026.

These major functional categories are the following:

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 AND OTHER MATTERS

Section 201. Fiscal Year 2017 Budgetary Agenda.

Section 201 sets forth, in a policy statement, the budgetary agen-
da for the House for the second session of the 114th Congress.
Under this framework, the House intends to consider legislation
achieving savings in mandatory spending both through and outside
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of the reconciliation process, controls on new mandatory spending,
and other reforms to the Federal budget process.

Paragraph (1) states that the House will consider reconciliation
legislation as the first step in balancing the Federal budget by fis-
cal year 2026. Paragraph (2) states that the House will consider a
bill outside of reconciliation to achieve $30 billion in savings in fis-
cal year 2017 and 2018. Paragraph (3) states that the House will
similarly consider a measure to control mandatory spending. Under
paragraph (4), the appropriate committees will consider each of
three budget process reforms specified in section 205.

Section 202. Reconciliation in the House of Representatives.

Subsection (a) specifies a deadline of 90 calendar days after the
adoption of the budget resolution for the authorizing committees to
submit reconciliation legislation to the Committee on the Budget.
These instructions are optional procedures permitted under section
301(b) of the Budget Act.

Subsection (b) sets forth reconciliation instructions to 12 author-
izing committees, pursuant to section 310 of the Budget Act, to
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 and the amount of savings are:

Committee on Agriculture ...........ccoeceeeevreerieereeieereereereeeneans $1,000,000,000
Committee on Armed Services ..........ccccceveveeeeeeecivveeeeeeeinnnns $100,000,000
Committee on Education and the Workforce ....................... $1,000,000,000
Committee on Energy and Commerce .........cccccceeveveeenenennne $1,000,000,000
Committee on Financial Services ........ccocvvvevveeeeeeeeieeeeeieenennn. $1,000,000,000
Committee on Homeland Security .........ccccccceeieveinviieeeeennnnns $15,000,000
Committee on the JUdiCiary ........cccccoeevveeveeieecieereereeieneans $1,000,000,000
Committee on Natural Resources .........ccccccvveeeveeeeiiiiiiiinnnnnn. $100,000,000
Committee on Oversight and Government Reform ............. $1,000,000,000
Committee on Transportation and Infrastructure ............... $100,000,000
Committee on Veterans’ Affairs ........cccccccvevveeeeeeieiieeeeieeeennnn. $1,000,000,000
Committee on Ways and Means ........cccceecvvveeeeeccnieeeeeeeennns $1,000,000,000

This budget resolution follows the convention of not reconciling
Senate committees and assumes that the Senate budget resolution
will include such instructions and be 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 reconciled
amounts 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 years 2017 through 2026. These targets will provide the com-
mittees maximum flexibility in the construction of savings while
ensuring the budget is balanced within the 10-year window.

The reconciled committees are required to markup legislation
that meets their reconciliation target and submit legislation to the
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Committee on the Budget instead of reporting it directly to the
House. Other than submitting their legislation to the Committee on
the Budget, committees are expected to follow regular order in com-
plying with House and Committee rules related to markup proce-
dures 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 Budg-
et Act, the Committee on the Budget must report the submissions
without substantive revision. The committees determine their own
policies as long as they meet the reconciliation targets.

Subsection (c) authorizes the Chair of the Committee on the
Budget to revise the appropriate allocations, aggregates, and func-
tional levels of this budget resolution upon the consideration of a
reconciliation measure under section 310 of the Budget Act or
amendment thereto or the submission of a conference report to the
House, if such measure is in compliance with its reconciliation in-
structions by virtue of section 310(c) of the Budget Act.

Section 203. Policy Statement on Mandatory Savings Outside of the
Reconciliation Process.

Section 203(a) establishes a second option for achieving manda-
tory savings in this budget resolution in the form of a policy state-
ment. It states that the House will consider early in this session
legislation that would achieve not less than $30 billion in savings
over fiscal years 2017 and 2018 and $140 billion over the 10-year
period of fiscal years 2017 through 2026.

This process will begin immediately, with several committees re-
porting the week of 14 March 2016 and other committees to follow
in subsequent weeks.

Subsection (b) lists the five committees that will participate in
moving this legislation. The committees are:

Committee on Agriculture
Committee on Energy and Commerce
Committee on Financial Services
Committee on the Judiciary
Committee on Ways and Means

Subsection (c) lists three potential policies that are expected to
be part of the package of savings assembled under this section:
Recovering improper Obamacare subsidy payments.
Eliminating enhanced Medicaid payments for prisoners.
Ending Medicaid payments for lottery winners.

This mandatory savings legislative package in this resolution is
a high priority and the Committee’s goal is to ensure that the
House advances this legislation through the Congress. To that end,
subsection (d) sets forth a procedure for consideration of this man-
datory savings package that starts with a stand-alone measure
that the House would pass. The Senate frequently does not act on
House legislation. To avoid the outcome where this stand-alone bill
languishes in the Senate, this subsection calls on the House to add
the savings to one or more other measures with a fiscal impact. For
the purposes this section, a measure with a fiscal impact is a bill
that the Joint Committee on Taxation estimates would have a rev-
enue impact, a bill that the Congressional Budget Office [CBO] es-
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timates would have a budget impact under section 402 of the Con-
gressional Budget Act, or an appropriations bill.

Subsection (e) clarifies that if the House considers an omnibus
measure containing mandatory savings, the proceeds from those
savings will be credited to the appropriate committees of jurisdic-
tion.

Slection 204. Policy Statement on New Mandatory Spending Con-
trols.

Section 204 provides a third option for controlling mandatory
spending assumed in this budget resolution. Again in the context
of a policy statement, it allows the House to consider procedural re-
forms in connection with new mandatory spending programs.

This section mentions five specific measures that the appropriate
committee will consider as it seeks to provide the tools necessary
to control spending not subject to annual appropriations. The first
is a limitation on the reauthorization of new mandatory spending
programs. Such a control could take the form of a rule prohibiting
the authorization of new entitlement programs or retooling obsolete
rules from the Budget Act.

A second measure that could be considered is a requirement that
mandatory programs be periodically reviewed or even reauthorized.
Much of the Federal budget is consumed by programs that have
permanent indefinite appropriations or where the authorizations
are permanent and the appropriations are only nominally provided
through the annual appropriations process.

A third measure that may be considered by the Committee on
the Budget would be a modification of the existing Pay-As-You-Go
[PAYGO] requirements set forth in section 252 of the Balanced
Budget and Emergency Deficit Control Act of 1985. It would modify
PAYGO from a rule mandating that the sum of legislation increas-
ing direct or mandatory spending or reducing revenue must be def-
icit-neutral or an automatic sequester is triggered across a narrow
base of mandatory spending programs.

A fourth measure meriting consideration would modify the rec-
onciliation process set forth in section 310 of the Budget Act to per-
mit the inclusion of legislation submitted by the Committee on the
Budget to impose controls over different facets of the Federal budg-
et, including statutory limits on discretionary spending, Pay-As-
You-Go requirements for legislation that would increase mandatory
spending and limitations on measures to authorize new mandatory
programs.

A fifth measure that will be considered would be a limitation on
the ability to reclassify historically discretionary spending pro-
grams into mandatory spending programs as a means of circum-
venting the discretionary spending limits.

Section 205. Policy Statement on Other Budget Process Reforms.

Section 205 provides a fourth option for increasing scrutiny of
and control over the budget. It states that is the policy of the
House that during the second session of the 114th Congress the ap-
propriate committees of jurisdiction and the Congress consider the
following reforms of the budget process: an amendment to the
United States Constitution requiring a balanced budget, a baseline
budgeting measure, requirements relating to unauthorized appro-
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priations, and other reforms that may be recommended by the ap-
propriate committees of jurisdiction.

These individual measures represent only incremental steps to
reform the Federal budget process. The Chair of the Committee on
the Budget has already announced his intention to consider a com-
prehensive overhaul of the Federal budget process during the 115th
Congress and the Committee on the Budget has already held a
number of hearings to that end in the 114th Congress.

TITLE III—BUDGET ENFORCEMENT

SUBTITLE A—BUDGET ENFORCEMENT IN THE
HOUSE OF REPRESENTATIVES

Section 301. Limitation on Long-Term Spending.

Subsection (a) requires the Congressional Budget Office, to the
extent practicable, to prepare an estimate of whether a measure
would cause a net increase in direct spending in excess of $5 billion
over the long-term. The applicable periods for this section are any
of the 4 consecutive 10-fiscal-year periods beginning in fiscal year
2026.

Subsection (b) establishes a point of order against the consider-
ation of any measure other than an appropriation measures (or
amendment thereto or conference report thereon) that increases di-
rect spending by $5 billion over the long-term. The applicable peri-
ods for this section are any of the 4 consecutive 10-fiscal-year peri-
ods beginning in fiscal year 2026.

Subsection (c) states that application of this section in the House
shall not apply to any measure for which the Chair of the Com-
mittee on the Budget adjusts the appropriate levels of this budget
resolution pursuant to section 402 or 410 of this resolution. In
other words, the adjusted levels “snap back” after the measure is
considered. This would prevent the creation of headroom under
which the spending legislation could be considered. The adjustment
only becomes permanent once the measure is enacted.

Subsection (d) stipulates that for purposes of this section, the lev-
els of net increases in direct spending shall be determined on the
basis of estimates provided by the Chair of the Committee on the
Budget.

Section 302. Allocation for Overseas Contingency Operations/
Global War on Terrorism.

Subsection (a) provides the Committee on Appropriations with a
separate allocation for the purposes of Overseas Contingency Oper-
ations/Global War on Terrorism [OCO/GWOT] under section 302(a)
of the Budget Act, which is included in the allocation tables in this
report.

Subsection (b) stipulates that this separate allocation is the ex-
clusive allocation for OCO/GWQOT under section 302(b) of the Budg-
et Act and permits the Committee on Appropriations to suballocate
such separate allocation pursuant to section 302(b) of the Budget
Act.

Subsection (c) 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 2017 only.
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This separate allocation is the exclusive allocation for OCO/GWOT
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 (d) provides that only appropriations designated in an
appropriations bill for OCO/GWOT and that are subject to the stat-
utory spending limits will be counted against the OCO/GWOT allo-
cation.

Subsection (e) ensures that the budget resolution levels are not
inadvertently adjusted for any OCO/GWOT appropriations because
these appropriations are already accommodated in the separate
302(a) allocation for OCO/GWOT. It specifically provides that no
adjustment will be made under section 314(a) of the Budget Act if
an adjustment would be made under section 251(b)(2)(A)(ii) of the
Deficit Control Act.

Subsection (f) authorizes the Chair of the Committee on the
Budget to adjust the appropriate budgetary levels related to OCO/
GWOT in this budget resolution or the Committee on Appropria-
tions’ 302(a) allocation set forth in this report to account for new
information.

Section 303. Limitation on Changes in Certain Mandatory Pro-
grams.

Subsection (a) defines the term “change in mandatory programs”
as a provision that: (1) would have been estimated as affecting di-
rect spending or receipts under section 252 of the Deficit Control
Act (as in effect prior to 30 September 2002) if such provision was
included in legislation other than appropriation Acts; and (2) re-
sults in a net decrease in budget authority in the budget year, but
does not result in a net decrease in outlays over the period of the
total of the current year, budget year, and all fiscal years covered
under the most recently agreed to budget resolution.

Subsection (b) establishes a point of order against any provision
in a bill or joint resolution or amendment thereto or conference re-
port thereon making appropriations for a full fiscal year that pro-
poses a change in mandatory programs that, if enacted, would
cause the absolute value of all such change in mandatory programs
enacted in relation to a full fiscal year to be more than the amount
specified under this section. The amounts under this subsection are
as follows:

Fiscal Year 2017: $19,100,000,000;
Fiscal Year 2018: $17,000,000,000; and
Fiscal Year 2019: $15,000,000,000.

Subsection (c) stipulates that, for purposes of this section, budg-
etary levels shall be determined on the basis of estimates provided
by the Chair of the Committee on the Budget.

Section 304. GAO Report.

Subsection (a) requires the Comptroller General, in consultation
with the Chair of the Committee on the Budget, the Director of the
Congressional Budget Office, and the Director of the Office of Man-
agement and Budget, to submit a comprehensive list of all current
direct spending programs at a date to be specified by the Chair of
the Committee on the Budget.
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Subsection (b) requires the Chair of the Committee on the Budg-
et to publish this comprehensive list of direct spending programs
in the Congressional Record and on the Committee’s website in a
searchable, sortable, and downloadable format.

There is not a commonly accepted definition of a “program” in
budget and appropriations law. Consequently, individual programs,
projects and activities are classified by each agency according to a
variety of standards.

A comprehensive list of such programs will prove useful in devel-
oping new procedures governing legislation that establishes new
mandatory programs, enforcing rules relating to earmarks, and in
interpreting exemptions to the rules governing extension of expir-
ing programs in section 257 of The Deficit Control Act.

A list of accounts will not be received by the Committee on the
Budget as a fulfillment of this requirement. The Committee under-
stands that Executive agencies may have failed to fulfill similar re-
quirements in other laws, but views that as immaterial to this re-
quirement.

As part of this project, the Committee on the Budget will work
closely with the Comptroller General to develop a workable defini-
tion of a “program” and to establish criteria for determining what
constitutes a “new program.”

Section 305. Estimates of Debt Service Costs.

Section 305 authorizes the Chair of the Committee on the Budget
to direct the Congressional Budget Office to include an estimate of
debt service costs (if any) resulting from carrying out legislation in
any estimate prepared pursuant to section 402 of the Budget Act.
Estimated debt service costs will be advisory and will not be used
for determining whether a measure complies with the limits estab-
lished in the budget resolution or other budget rules. This require-
ment is not intended to apply to authorizations of discretionary
programs or appropriation bills. However, it is intended to apply to
changes in the authorization level of appropriated entitlements.

The Chair will only request such estimates with large bills that
could have a noticeable effect on debt service costs.

Section 306. Fair-Value Credit Estimates.

This section was revised for clarity but the section operates in an
identical manner to section 3105 of the conference report accom-
panying S. Con. Res. 11, the Fiscal Year 2016 Concurrent Resolu-
tion on the Budget.

Subsection (a) requires the Congressional Budget Office to in-
clude a supplemental fair-value estimate, to the extent practicable,
in its estimate of any legislation that establishes or modifies a pro-
gram providing loans or loan guarantees if requested by the Chair
of the Committee on the Budget.

Subsection (b) requires the Congressional Budget Office to pro-
vide a similar supplemental fair-value estimate of any legislation
providing loans or loan guarantees for student financial assistance
or housing (including residential mortgage).

Subsection (c) requires the Congressional Budget Office, to the
extent practicable, to include in its Budget and Economic Outlook:
2018 to 2027, a comparison baseline projection for student financial
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assistance, housing (including residential mortgage) and other such
credit programs on a fair value and credit reform basis.

Section 307. Estimates of Major Direct Spending Legislation.

Section 307 requires the Congressional Budget Office, to the ex-
tent practicable, to estimate outlay changes during the second and
third decades of enactment for any direct spending legislative pro-
vision that either: (1) proposes a change or changes to law that the
Congressional Budget Office determines has an outlay impact ex-
ceeding 0.25 percent of the GDP of the United States during the
first decade or in the tenth year or (2) upon the request of the
Chair of the Committee on the Budget.

Section 308. Estimates of Macroeconomic Effects of Major Legisla-
tion.

This rule is essentially identical to section 3112 of the conference
report accompanying S. Con. Res. 11, the Fiscal Year 2016 Concur-
rent Resolution on the Budget), which effectively superseded an
earlier version of the rule set forth in clause 8 of House rule XIII.

Subsection (a) directs the Congressional Budget Office and Joint
Committee on Taxation, as applicable, to incorporate in the cost es-
timates for major legislation, to the extent practicable, the macro-
economic effects of such legislation during the 114th and 115th
Congresses.

Subsection (b) stipulates that these macroeconomic estimates are
to include, to the extent practicable, a qualitative assessment of the
budgetary effects 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.

Subsection (c) defines major legislation as legislation that causes
a gross budgetary effect (before incorporating macroeconomic ef-
fects) and not including timing shifts in any fiscal year covered by
the budget resolution equal to or greater than 0.25 percent of the
current 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
spending legislation, and the Chair or Vice Chair of the Joint Com-
mittee on Taxation, as applicable for revenue legislation, may des-
ignate major legislation for which estimates must incorporate mac-
roeconomic effects.

The term “budgetary effects” is defined as changes in revenues,
direct spending outlays, and deficits. Subsection (c) defines “timing
shifts” as provisions that either: (1) cause a delay of the date in
which outlays flowing from direct spending would otherwise occur
from one fiscal year to the next fiscal year; or (2) cause an accelera-
tion of the date on which revenues would otherwise occur from one
fiscal year to the prior fiscal year.

Section 309. Adjustments for Improved Control of Budgetary Re-
sources.

Section 309, a long-time feature of budget resolutions, is in-
tended to remove a disincentive to subjecting existing mandatory
programs to annual appropriations. It would effectively hold the
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Appropriations Committee harmless for any such conversion and
prevent the responsible authorizing committee from reaping a
windfall that it could otherwise use to offset other increases in
mandatory spending.

Under subsection (a), if an authorizing committee reports a bill
that subjects a mandatory program to annual appropriations, the
Chair of the Budget Committee can increase the 302(a) allocation
to the Appropriations Committee by the amount of mandatory
spending that was previously provided for that program. At the
same time, the Chair would reduce 302(a) allocation of the author-
izing committee that reported the bill by the same amount. These
adjustments would be made upon enactment of the legislation.

Subsection (b) authorizes the Chair to both make the adjust-
ments under (a) and affirm the Chair’s authority to determine the
cost estimates used to execute this section.

Section 310. Limitation on Advance Appropriations.

Section 310 provides a limit on appropriations that first become
effective in fiscal year 2018.

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 in
the joint statement of managers accompanying this report.

Subsection (b) specifies the list of excluded accounts that are eli-
gible for 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-

riations. It permits advance appropriations of up to
66,385,032,000 for the veterans accounts referenced in subsection
(b) and referred to in this report. This amount is equal to the Presi-
dent’s advanced appropriations request for fiscal year 2018. It also
allows up to $28,852,000,000 in advance appropriations for other
accounts referenced in subsection (b) and referred to in this report.

Subsection (d) defines an “advance appropriation” as any new
discretionary 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 2017.

Section 311. Scoring Rule for Energy Savings Performance Con-
tracts.

This section would estimate in today’s dollars the net cash flows,
both savings and costs, associated with Energy Performance Con-
tracts and Utility Service Contracts [ESPC] over the period of the
contract. This scoring rule would have the effect of capturing any
long-term energy and budgetary savings resulting from these con-
tracts, which cash-based accounting does not since most of these
savings occur outside of the ten-year window of cash-based esti-
mates. The scoring rule clarifies that these contracts are to be
scored as direct spending and that no budgetary savings resulting
from an ESPC contract may be used as an offset for budget en-
forcement. This scoring rule is designed to be policy neutral regard-
ing future ESPCs.
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At the same time, this rule preserves the important budgetary
principle that these costs are mandatory if imposed by an author-
ization bill and if there is a net cost associated with these contracts
the costs are attributed to the authorizing committee reporting the
legislation and with it the obligation to cover the cost of the con-
tracts. The rule does not change the fact that actual payments
made by Federal agencies are made through discretionary appro-
priations.

Subsection (a) requires the Director of the Congressional Budget
Office to estimate the net present value basis of any legislation
that expands the Federal Government’s authority to enter into
ESPCs.

Subsection (b) stipulates that the net present value is calculated
as follows: (1) the discount rate must reflect market risk; (2) cash
flows must include, whether mandatory or discretionary spending,
payments to contractors under the terms of their contracts, pay-
ments to contractors for other services, and direct savings in en-
ergy and energy-related costs; and (3) the stream of payments must
cover the period of the contracts but not to exceed 25 years.

Subsection (c) defines “covered energy savings contract” as ei-
ther: (1) an energy savings performance contract authorized under
section 801 of the National Energy Conservation Policy Act or (2)
a utility energy service contract as described in the Office of Man-
agement and Budget Memoranda on Federal use of energy savings
performance contracting (M—98-13) or Federal use of energy saving
performance contracts and utility energy service contracts (M—12—
21) or any successor to either memorandum.

Subsection (d) prohibits the use of any savings calculated as a
net present value calculation under this section as an offset for
purposes of budget enforcement in the House.

Subsection (e) requires that, for purposes of budget enforcement,
the estimated net present value of the budget authority provided
by the legislation and outlays flowing therefrom to be classified as
direct spending.

Subsection (f) expresses the sense of the House that the Director
of the Office of Management and Budget, in consultation with the
Director of the Congressional Budget Office, should separately
identify the cash flows under subsection (b)(2) and include such in-
formation in the President’s annual budget submission to Congress.
It further specifies that this model should not be extended to other
areas.

Section 312. Estimates of Land Conveyances.

Section 312 provides for greater transparency in the Congres-
sional Budget Office’s estimates for land conveyances. The Congres-
sional Budget Office is required to estimate the budgetary impact
of reported legislation as well as conference reports under section
308 of the Budget Act. These estimates are used by the Committees
on the Budget to enforce the spending and revenue limits in the
budget resolution during the consideration of spending and tax leg-
islation.

Section 312 specifically requires the Director of the Congres-
sional Budget Office to include in the cost estimate for any meas-
ure conveying Federal land to a non-Federal entity the following:
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(1) the methodology used to calculate the estimate; (2) a detailed
justification of its estimate of any change in revenue, offsetting re-
ceipts, or offsetting collections resulting from such a conveyance;
(3) any information, provided by the applicable Federal agency that
supports the estimate of the Congressional Budget Office must doc-
ument the source of the information and to the extent practicable,
the date it was compiled by the agency; (4) a description of any ef-
forts to independently verify the agency estimate; and (5) a state-
ment of assumptions underlying the estimate of budgetary effects
that would be generated by the transfer of a parcel of land in the
Congressional Budget Office’s baseline projections as of the most
recent publication or update.

The Committee intends that the term “conveyance” is to be inter-
preted broadly to include, but not limited to, transfers, sales, di-
rected sales, and donations.

Section 313. Limitation on Transfers from the General Fund of the
Treasury to the Highway Trust Fund.

Section 313 stipulates that, for purposes of budget enforcement,
transfers of funds from the general fund of the Treasury to the
Highway Trust Fund will count as new budget authority and out-
lays equal to the amount of the transfer in the fiscal year in which
the transfer occurs.

Section 314. Prohibition on the Use of Guarantee Fees as an Offset.

Section 314 provides that legislation increasing guarantee fees
will not be counted in the determination of whether such legisla-
tion complies with the limits established in the budget resolution
and the accompanying report. The Congressional Budget Office’s
estimates will continue to display the fees, but these fees could not
be used to offset other provisions. It is the intent of the Committee
that the savings would also not be included in the Current Level
reports required by the Budget Act, which means that the savings
cannot be used to offset spending in measures that might be con-
sidered after the enactment the bill increasing the fees.

Section 315. Prohibition on the use of Federal Reserve Surpluses as
an Offset.

Similar to section 314, section 315 directs the Committee on the
Budget to not take into consideration the proceeds from transfers
of surpluses held by the Federal Reserve to the Department of the
Treasury. Notwithstanding the Congressional Budget Office’s esti-
mates of these transactions, the Committee views the transfer of
the Federal Reserves’ surpluses as essentially a timing shift. It is
the intent of the Committee that the savings would also not be in-
cluded in the Current Level reports required by the Budget Act,
which means that the savings cannot be used to offset spending in
measures that might be considered after the enactment the bill
transferring the surpluses.
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SUBTITLE B—OTHER PROVISIONS

Section 321. 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 for the agencies through the an-
nual appropriations process. This budgetary treatment of adminis-
trative expenses for these entities is based on the long-term prac-
tice of the House and Senate Budget Committees.

Subsection (b) requires administrative expenses to be included in
the cost estimates for the relevant appropriations measure, which
are used to determine if a measure exceeds the spending limits in
the budget resolution.

Section 322. Application and Effect of Changes in Allocations and
Aggregates.

Subsection (a) specifies the procedure for making adjustments to
the levels established by the budget resolution under various re-
serve funds and other special procedures in this resolution. It pro-
vides that the adjustments apply while the legislation is under con-
sideration and take effect upon enactment of the legislation. These
adjustments must be printed in the Congressional Record.

Subsection (b) requires, for purposes of budget enforcement, that
the 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.

Subsection (¢) provides that, for purposes of this resolution, the
appropriate budgetary levels for a fiscal year or period of fiscal
years shall be determined on the basis of estimates made by the
Chair of the Committee on the Budget.

Subsection (d) effectively permits the Chair of the Committee on
the Budget to exempt legislative measures for which adjustments
are made under the reserve funds in title IV of this budget resolu-
tion from the Cut-As-You-Go point of order (clause 10 of rule XXI
of the Rules of the House of Representatives) or section 301 of this
resolution.

Section 323. Adjustments to Reflect Changes in Concepts and Defi-
nitions.

Section 323 authorizes the Chair of the Committee on the Budget
to adjust the appropriate aggregates, allocations, and other budg-
etary levels of this resolution to for any change in budgetary con-
cepts and definitions in accordance with section 251(b)(1) of the
Deficit Control Act of 1985. This does not include authority to ad-
just allocations for any statutory change in the discretionary spend-
ing limits.

Section 324. Adjustments to Reflect Updated Budgetary Estimates.

Section 324 authorizes the Chair of the Committee on the Budget
to revise the appropriate aggregates, allocations, and other budg-



214

etary levels of this resolution to reflect any adjustments to the
baseline made by the Congressional Budget Office in March 2016.

Section 325. Adjustment for Certain Emergency Designations.

Section 325 clarifies that the Chair of the Committee on the
Budget has authority to make adjustments to the appropriate lev-
els in the budget resolution that are designated as an emergency
and therefore exempt from the Statutory Pay-As-You-Go Act of
2010. It is rare, though not unprecedented, that a legitimate emer-
gency requires changes in tax law or direct spending programs. A
similar process already exists in the Budget Act for exempting
emergency designated appropriations from the budget resolution.

Section 326. Rulemaking Powers.

Section 326 affirms that the adoption of this budget resolution as
an exercise of the House’s rulemaking power and that the House
has the constitutional right to change these rules.

TITLE IV—RESERVE FUNDS

Title IV establishes 10 reserve funds for health, tax reform,
trade, education, retirement, and transportation legislation. Re-
serve funds are special procedures that provide the committee re-
porting specific legislation flexibility as to the timing and composi-
tion of offsets in the measure. The mechanism for achieving the
flexibility is through adjustments the Chair of the Committee on
the Budget makes to the appropriate levels in the budget resolu-
tion to accommodate the legislation. Usually, certain conditions
must be met to qualify for the adjustment—the most frequent
being that the measure must be for a specified purpose and must
be offset over a period of 10 years (fiscal years 2017 through 2026).
The adjustments are usually made to the 302(a) allocations of the
appropriate committee, the overall ceiling on spending (both new
budget authority and outlays) and the floor on revenue.

Section 401. Deficit-Neutral Reserve Fund to Reduce Poverty and
Increase Opportunity and Upward Mobility for Struggling
Americans.

Section 401 permits the Chair to adjust the levels in the budget
resolution for legislation that reduces poverty, and increases oppor-
tunity and upward mobility. Adjustments may be made for bills,
joint resolutions, conference reports and amendments. The amount
of the adjustment would be equal to the amount the measure in-
creases budget authority and outlays or reduces revenue. To qual-
ify for the adjustment, the measure may not increase the deficit
over the ten-year period or adversely impact job creation.

Section 402. Reserve Fund for the Repeal of the President’s Health
Care Law.

Section 402 permits the Chair to adjust the levels in the budget
resolution for legislation that repeals the Patient Protection and
Affordable Care Act (Public Law 111-148) and the healthcare-re-
lated provisions of the Health Care and Education Reconciliation
Act of 2010 (Public Law 111-152). Adjustments may be made for
bills, joint resolutions, conference reports and amendments. The
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amount of the adjustment is equal to the amount the measure in-
creases budget authority and outlays or reduces revenue. A legisla-
tive measure need not be deficit neutral to qualify for an adjust-
ment under this section.

Section 403. Deficit-Neutral Reserve Fund for Promoting Real
Health Care Reform.

Section 403 permits the Chair to adjust the levels in the budget
resolution for legislation that promotes real health care reform. Ad-
justments may be made for bills, joint resolutions, conference re-
ports and amendments. The amount of the adjustment is equal to
the amount the measure increases budget authority and outlays or
reduces revenue. To qualify for the adjustment, the measure may
not increase the deficit over the ten-year period.

Section 404. Deficit-Neutral Reserve Fund for Graduate Medical
Education.

Section 404 permits the Chair to adjust the levels in the budget
resolution for legislation that reforms, expands, access to, and im-
proves, as determined by such Chair. Adjustments may be made for
bills, joint resolutions, conference reports and amendments. The
amount of the adjustment is equal to the amount the measure in-
creases budget authority and outlays or reduces revenue. To qual-
ify for the adjustment, the measure may not increase the deficit
over the ten-year period.

Section 405. Deficit-Neutral Reserve Fund for Trade Agreements.

Section 405 permits the Chair to adjust the levels in the budget
resolution for legislation that such Chair determines is necessary
to implement a trade agreement. Adjustments may be made for
bills, joint resolutions, conference reports and amendments. The
amount of the adjustment is equal to the amount the measure in-
creases budget authority and outlays or reduces revenue. To qual-
ify for the adjustment, the measure may not increase the deficit
over the ten-year period.

Section 406. Deficit-Neutral Reserve Fund for Reforming the Tax
Code.

Section 406 permits the Chair to adjust the levels in the budget
resolution for legislation that reforms the Internal Revenue Code
of 1986. Adjustments may be made for bills, joint resolutions con-
ference reports and amendments. The amount of the adjustment is
equal to the amount the measure increases budget authority and
outlays or reduces revenue. To qualify for the adjustment, the
measure may not increase the deficit over the ten-year period.

Section 407. Deficit-Neutral Reserve Fund for Revenue Measures.

Section 407 permits the Chair to adjust the levels in the budget
resolution for legislation that reduces revenue. Adjustments may be
made for bills, joint resolutions, conference reports and amend-
ments. The amount of the adjustment is equal to the amount the
measure increases budget authority and outlays or reduces rev-
enue. To qualify for the adjustment, the measure may not increase
the deficit over the ten-year period.
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Section 408. Deficit-Neutral Reserve Fund for Federal Retirement
Reform.

Section 408 permits the Chair to adjust the levels in the budget
resolution for legislation that reforms, improves and updates the
Federal retirement system. To qualify for the adjustment, the
measure may not increase the deficit over the ten-year period.

Section 409. Deficit-Neutral Reserve Fund for Coal Miner Pension
and Health Care Funds.

Section 409 permits the Chair to adjust the levels in the budget
resolution for legislation that addresses the immediate funding
shortfall in coal miner pension and health care funds. Adjustments
may be made for bills, joint resolutions, conference reports and
amendments. The amount of the adjustment is equal to the amount
the measure increases budget authority and outlays or reduces rev-
enue. To qualify for the adjustment, the measure may not increase
the deficit over the ten-year period.

Section 410. Reserve Fund for Commercialization of Air Traffic
Control.

Section 410 removes scoring impediments that may otherwise
preclude the consideration of legislation that commercializes the
operations of the air traffic control system and decreases the dis-
cretionary spending limits under section 251(c) of the Deficit Con-
trol Act of 1985 by the amount appropriated to the Federal Avia-
tion Administration for air traffic control. This reserve fund is nec-
essary because it is anticipated that the Congressional Budget Of-
fice will score the legislation as if it remains a function of the Fed-
eral Government.

Section 410 permits the Chair to adjust the levels in the budget
resolution for legislation that commercializes the operations of the
air traffic control system and decreases the discretionary spending
limits under section 251(c) of the Deficit Control Act of 1985 by the
amount appropriated to the Federal Aviation Administration for air
traffic control. Adjustments may be made for bills, joint resolutions
conference reports and amendments. The amount of the adjustment
is equal to the amount the measure increases budget authority and
outlays or reduces revenue. Adjustments may be made under this
section even if the measure is estimated by the Congressional
Budget Office to increase the deficit.

TITLE V—ESTIMATES OF DIRECT SPENDING

Title V is required under section 3(h) of the Separate Orders of
H. Res. 5 (114th Congress), which implements the Rules of the
House of Representatives, and is a requirement for the consider-
ation of a concurrent resolution on the budget in the 114th Con-
gress. See the section designated “Direct Spending Trends and Re-
forms” within this report for more information on Title V.

Section 501. Direct Spending.

Subsection (a) provides the average and estimated average rate
of growth in means-tested direct spending for the 10-year periods
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before and after fiscal year 2017, 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 2017, respectively. It also proposes
reforms to the non-means-tested category of direct spending.

TITLE VI—POLICY STATEMENTS

Section 601. Policy Statement on Developing a Bold Agenda

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that, in the 115th Congress, the appropriate committees of
jurisdiction in the House should consider recommendations devel-
oped by the Speaker’s task forces on health care reform; reducing
regulatory burdens; poverty, opportunity, and upward mobility; na-
tional security; tax reform; and restoring constitutional authority.

Section 602. Policy Statement on a Balanced Budget Amendment.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that Congress should propose a balanced budget amendment
for ratification by the States.

Section 603. Policy Statement on Reforming the Congressional
Budget Process.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that Congress should restructure its procedures for making
budgetary decisions and reassert its role as the government’s
spending authority by promoting prudent spending control, effi-
cient action and greater transparency.

Subsection (c) states that the Committee on the Budget intends
to draft legislation during the 115th Congress that rewrites the
Congressional Budget and Impoundment Control Act of 1974.

Section 604. Policy Statement on Economic Growth and Job Cre-
ation.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution to promote economic growth and job creation through tax re-
form and reducing regulatory burdens.

Section 605. Policy Statement on Federal Regulatory Budgeting and
Reform.

Subsection (a) sets out findings.

Subsection (b) states that the policy of this concurrent resolution
on Federal regulatory budgeting and reform is to promote economic
growth, cut red tape, protect the poor and working class, and
strengthen transparency of regulations.

Section 606. Policy Statement on Tax Reform.
Subsection (a) sets out findings.
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Subsection (b) states that it is the policy of this concurrent reso-
lution that Congress should enact comprehensive tax reform that
promotes economic growth, creates American jobs, increases wages,
and benefits American consumers, investors, and workers.

Section 607. Policy Statement on Trade.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution to pursue international trade, global commerce, a modern
and competitive tax system in order to promote job creation in the
United States; continued pursuit of economic opportunities for
American workers and businesses through trade agreements that
satisfy negotiating objectives; and that any trade agreement en-
tered into on behalf of the United States should reflect the negoti-
ating objective and improved consultation with Congress.

Section 608. Policy Statement on Social Security.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy on Social Security as-
sumed by this concurrent resolution to ensure sustainable solvency
of the fund.

Subsection (c) states that it is the policy of this resolution to re-
form disability insurance and work to address its looming insol-
vency before in occurs in 2022.

Subsection (d) states that any legislation that improves the sol-
vency of the Disability Insurance Trust Fund must also improve
the long-term solvency of the combined Old Age and Survivors Dis-
ability Trust Fund.

Section 609. Policy Statement on Replacing the President’s Health
Care Law and Promoting Real Health Care Reform.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that the President’s health care law should be fully repealed
and Congress should pursue real health care reforms that put pa-
tients, families and doctors in charge rather than Washington, DC
and encourage increased competition and transparency while pro-
tecting the ability of all Americans to afford health coverage.

Section 610. Policy Statement on Medicare.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution to preserve the program for those in or near retirement and
strengthen the program for future beneficiaries.

Subsection (c) sets forth the assumptions of this concurrent reso-
lution for an improved Medicare program.

Section 611. 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 it is the policy of this concurrent reso-
lution to support the work of medical innovators through continued
strong funding for the agencies that engage in life saving research
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and development and for Washington to unleash the power of inno-
vation by removing obstacles that impede the adoption of medical
technologies.

Section 612. Policy Statement on Public Health Preparedness.

Subsection (a) sets out findings on public health preparedness.

Subsection (b) states that it 1s the policy of this concurrent reso-
lution that the House should, within available budgetary resources,
provide continued support for research, prevention, and public
health preparedness programs to ensure the Nation efficiently and
effectively responds to potential public health threats.

Section 613. Policy Statement on Addressing the Opioid Abuse Epi-
demic.

Subsection (a) sets out findings on the opioid abuse epidemic.

Subsection (b) states that it 1s the policy of this concurrent reso-
lution that Congress should support, using available budgetary re-
sources, essential activities, including rehabilitation, to reduce and
prevent substance abuse.

Section 614. Policy Statement on Higher Education and Workforce
Development Opportunity.

Subsection (a) sets out findings on higher education.

Subsection (b) states that it is the policy on higher education af-
fordability assumed by this concurrent resolution targets Federal
financial aid, streamlines aid programs, stabilizes Pell Grants and
removes regulatory barriers.

Subsection (c) sets out findings on workforce development.

Subsection (d) states that it is the policy on workforce develop-
ment assumed by this concurrent resolution builds upon the Work-
force Innovation and Opportunity Act by streamlining job-training
programs and allowing States to tailor programs to their constitu-
encies.

Section 615. Policy Statement on the Department of Veterans’ Af-
fairs.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that the House Committee on Veterans’ Affairs should con-
tinue its oversight efforts and that the Committees on Veterans’ Af-
fairs and the Budget should continue to monitor the Department
of Veterans’ Affairs progress to ensure its resources are sufficient
and efficiently provided to veterans.

Section 616. Policy Statement on Federal Accounting.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy on Federal accounting
in this concurrent resolution is to reform current budget and ac-
counting practices to allow for greater transparency through the
use of fair-value accounting for credit programs.

Section 617. Policy Statement on Reducing Unnecessary and Waste-
ful Spending.

Subsection (a) sets out findings.
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Subsection (b) states that it is the policy of this concurrent reso-
lution that each authorizing committee should, as part of its an-
nual Views and Estimates letter to the Committee on the Budget,
identify duplicate programs and submit recommendations for pro-
grams that should be reduced or eliminated, review all programs
with unauthorized appropriations and reauthorize those that
should continue receiving funding.

Section 618. Policy Statement on Deficit Reduction Through the
Cancellation of Unobligated Balances.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that the House adopt the following principles: greater Con-
gressional oversight to review and identify potential savings from
cancelling unobligated balances of funds that are no longer needed,;
the appropriate committees of the House should identify and re-
view accounts with unobligated balances and rescind such balances
that would not impede or disrupt the fulfillment of important Fed-
eral commitments; the House should, with the assistance of the
Government Accountability Office, the Inspectors General, and ap-
propriate agencies, continue to review unobligated balances and
identify savings for deficit reduction; and unobligated balances in
dormant accounts should not be used to finance increases in spend-
ing.

Section 619. Policy Statement on Responsible Stewardship of Tax-
payer Dollars.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that the House should be a model for the responsible stew-
ardship of taxpayer dollars and identify any savings that can be
achieved through greater productivity and efficiency gains in the
operation and maintenance of House services and resources.

Section 620. Policy Statement on Expenditures from Agency Fees
and Spending.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution for Congress to reassert its constitutional prerogative to con-
trol spending and conduct oversight.

Section 621. Policy Statement on Border Security.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of this concurrent reso-
lution that Congress should enact legislation to improve border se-
curity by utilizing technology along the southern and northern bor-
ders, constructing fencing along southern border, and maintaining
or increasing border personnel.

Section 622. Policy Statement on Preventing the Closure of the
Guantanamo Bay Detention Facility.

Subsection (a) sets out findings.
Subsection (b) states that it is the policy of this concurrent reso-
lution for Congress to support policies that prevent the closure of
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the Guantanamo Bay detention facility and prevent the transfer or
release of detainees.

Section 623. Policy Statement on Refugees from Conflict Zones.

Subsection (a) sets out findings.

Subsection (b) states that it is policy of this concurrent resolution
that the United States should suspend admission of refugees from
high-risk areas such as Syria and Iraq until it can ensure that ter-
rorists cannot exploit its refugee resettlement programs and vetting
processes. While the United States should continue its proud tradi-
tion of refugee resettlement, it should make protecting Americans
its highest priority before resettling additional refugees.

Section 624. Policy Statement on Moving the United States Postal
Service on Budget.

Subsection (a) sets out findings.

Subsection (b) states it is policy of this concurrent resolution that
all receipts and disbursements of the USPS should be included in
the congressional budget and the budget of the Government.

Section 625. Policy Statement on Budget Enforcement.

Section 625 states that it is the policy of this concurrent resolu-
tion that the House should strictly enforce this budget resolution
by adopting the budget resolution before considering any spending
or tax legislation, enforcing rules preventing the authorization of
new direct spending programs, complying with the discretionary
spending limits of the Balanced Budget and Emergency Deficit
Control Act of 1985, modifying scoring to encourage the commer-
cialization of government activities that can best be provided by the
private sector, and discouraging the use of savings identified in the
budget resolution as offsets for spending or tax legislation.

Section 626. Policy Statement on Unauthorized Appropriations.

Subsection (a) sets out findings.

Subsection (b) states that it is the policy of the concurrent resolu-
tion that unauthorized appropriations should be reviewed and re-
formed to ensure that unauthorized programs are reauthorized, re-
formed, or terminated.






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 (or joint statement of
managers for a conference report) accompanying the concurrent
resolution on the budget and are enforced through points of order
(see the section of this report titled: “Enforcing the Budget Resolu-
tion”).

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 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 2017 and each of the 9 ensuing fiscal years, fis-
cal years 2018 through 2026.

Authorizing Committees—302(a) Allocations

The report accompanying the concurrent resolution on the budg-
et, or the joint statement of managers for a conference report, 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
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provided through subsequent legislation and is not controlled
through the annual appropriations process.

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 9
ensuing fiscal years. As noted, this budget resolution provides allo-
cations for authorizing committees for fiscal year 2017, com-
mencing on 1 October 2016, and fiscal years 2018 through 2026.

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 2017 are
measured against the level for that year included in the fiscal year
2017 budget resolution and also the 10-year period of fiscal years
2017 through 2026.

Committee on Appropriations

Unlike authorizing committees, the Committee on Appropriations
receives a lump sum of discretionary budget authority and cor-
responding outlays in the report accompanying a concurrent resolu-
tion on the budget, or joint statement of managers for a conference
report, for the fiscal year for which it is adopted. This allocation
provides the Committee on Appropriations with the amount of dis-
cretionary spending for appropriations measures for that fiscal
year. Once a 302(a) allocation is provided to the Committee on Ap-
propriations, the Committee is then required, in full Committee, to
divide this allocation among its 12 subcommittees into 302(b) sub-
allocations.

302(a) ALLOCATIONS

This budget resolution provides allocations to the Committee on
Appropriations for fiscal year 2017, commencing on 1 October 2016.

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 it
is adopted, the Committee on Appropriations, in full Committee, is
required to divide this allocation among its 12 subcommittees. The
amount each subcommittee receives constitutes its suballocation,
pursuant to section 302(b) of the Congressional Budget Act of 1974.
Each subcommittee’s regular appropriations bill is capped at the
level of the reporting subcommittee’s 302(b) suballocation and the
bill would be subject to a point of order if it exceeds this amount.

Under this system, while it may seem obvious that the sum of
the 12 302(b) suballocations must equal the Committee on Appro-
priations’ 302(a) allocation, this has not always been the case.
Under section 314 of the Congressional Budget Act, the chair of the
Committee on the Budget may adjust the budget resolution levels
for appropriations measures for continuing disability reviews, for
combatting health care fraud, and for natural disasters. The Com-
mittee on Appropriations, however, does not always make cor-
responding adjustments to the appropriate 302(b) suballocations.
The House is then left with unenforceable 302(b) suballocations be-
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cause these suballcoations do not equal the 302(a) allocation of the
Committee on Appropriations and do not reflect the House’s actions
on the applicable appropriations bills. Without these adjustments
to the 302(b) suballocations, the House can only enforce the overall
302(a) allocation, rendering the entire enforcement scheme useless
because, even if 11 of the appropriations bills are over budget, the
302(a) allocation would only be breached by the last bill enacted.

The Committee on the Budget believes that the Committee on
Appropriations should be granted greater flexibility in how to ad-
just its 302(b) suballocations. Recognizing that it may sometimes
be impracticable for the full Appropriations Committee to convene
and report out revisions to the 302(b) suballocations, the Budget
Committee believes the applicable rules should be modified to give
the Committee on Appropriations maximum flexibility in making
these adjustments. One approach would be to grant the Committee
on Appropriations the authority to choose among the following op-
tions: acting as a full committee on each adjustment; empowering
the Chair of the Committee on Appropriations to unilaterally make
the adjustment (as the Budget Committee does); or making the ad-
justment automatic based on the actual amount of appropriations
provided in each bill.

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).
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. Hence the budget year 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]

2017

Base Discretionary Action:

BA 1,069,599

0T 1,164,425
Global War on Terrorism:

BA 73,693

0T 38,485
Current Law Mandatory:

BA 1,009,960

ot 998,819
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TABLE 12.—RESOLUTION BY AUTHORIZING COMMITTEE

[On-budget amounts in millions of dollars]

2017 2017-2026
Agriculture:
Current Law:
BA 17,630 719,257
or 16,465 712,700
Resolution Change:
BA —4,522 — 242,646
0T —2514 —237,902
Total:
BA 13,108 476,611
oT 13,951 474,798
Armed Services:
Current Law:
BA 160,810 1,855,353
0T 160,641 1,849,185
Resolution Change:
BA —527 —12,892
oT —509 —12,796
Total:
BA 160,283 1,842,461
0T 160,132 1,836,389
Financial Services:
Current Law:
BA 13,643 99,110
0T —300 — 58,804
Resolution Change:
BA — 4,475 —46,706
0T —4,287 — 46,286
Total:
BA 9,168 52,404
0T — 4,587 — 105,090
Education & Workforce:
Current Law:
BA —777 22,323
0T —6,072 —4.811
Resolution Change:
BA —16,113 —297,126
0T —8,474 — 273,605
Total:
BA — 16,890 —274,803
0T — 14,546 —278,416
Energy & Commerce:
Current Law:
BA 451,015 6,026,510
0T 445,796 6,032,709
Resolution Change:
BA —76,515 —2,289,673
oT —71,883 —2,281,392
Total:
BA 374,500 3,736,837
0T 373,913 3,751,317
Foreign Affairs:
Current Law:
BA 36,173 310,022
0T 30,652 296,267
Resolution Change:
BA 0 0
0T 0 0
Total:
BA 36,173 310,022
0T 30,652 296,267
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TABLE 12.—RESOLUTION BY AUTHORIZING COMMITTEE—Continued

[On-budget amounts in millions of dollars]

2017 2017-2026
Oversight & Government Reform:
Current Law:
BA 118,281 1,361,661
0T 116,567 1,327,423
Resolution Change:
BA — 14,298 —216,846
0T — 14,297 —216,788
Total:
BA 103,983 1,144,815
0T 102,270 1,110,635
Homeland Security:
Current Law:
BA 2,570 26,861
0T 2,351 21,731
Resolution Change:
BA -270 —21,020
0T -270 —21,020
Total:
BA 2,300 5,841
0T 2,081 6,711
House Administration:
Current Law:
BA 41 341
0T 12 106
Resolution Change:
BA 0 0
oT 0 0
Total:
BA 41 341
0T 12 106
Natural Resources:
Current Law:
BA 5,371 57,898
0T 5,706 60,073
Resolution Change:
BA —797 —13,901
0T —581 —12,694
Total:
BA 4,574 43,997
oT 5,125 47,379
Judiciary:
Current Law:
BA 30,073 136,477
oT 13,950 143,827
Resolution Change:
BA —12,737 —62,654
0T —1,495 —62,655
Total:
BA 17,336 73,823
0T 12,455 81,172
Transportation & Infrastructure:
Current Law:
BA 74,688 735,056
0T 16,662 178,415
Resolution Change:
BA —98 —114,318
0T —59 —1,109
Total:
BA 74,590 620,738

oT 16,603 177,306
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TABLE 12.—RESOLUTION BY AUTHORIZING COMMITTEE—Continued

[On-budget amounts in millions of dollars]

2017 2017-2026
Science, Space & Technology:
Current Law:
BA 108 1,017
oT 106 1,017
Resolution Change:
BA 0 0
oT 0 0
Total:
BA 108 1,017
0T 106 1,017
Small Business:
Current Law:
BA 0 0
0T 0 0
Resolution Change:
BA 0 0
0T 0 0
Total:
BA 0 0
oT 0 0
Veterans Affairs:
Current Law:
BA 1,314 112,141
or 7,790 120,113
Resolution Change:
BA —3,113 —48,802
oT —-1911 — 46,288
Total:
BA —1,799 63,339
0T 5,879 73,825
Ways & Means:
Current Law:
BA 1,065,279 15,185,324
0T 1,063,848 15,179,732
Resolution Change:
BA —67,917 —1,648,434
0T —67,578 — 1,647,819
Total:
BA 997,362 13,536,890

oT 996,270 13,531,913




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 assumed
changes in direct spending and revenue in the budget resolution.
Reconciliation directives must be included in a concurrent resolu-
tion 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 legislation to comply with these directives as it
would any other bill, but the legislative text and other materials
are submitted to the Committee on the Budget instead of being re-
ported to the House. The Committee on the Budget then incor-
porates all submissions together, without any substantive revision,
into a single measure and reports it to the House. If the reconcili-
ation directives instruct only a single authorizing committee, then
that committee’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 be-
tween majority and minority. The Committee on the Budget deter-
mines whether an authorizing committee is in compliance with its
reconciliation directives and relies solely on the Congressional
Budget Office’s estimates when determining compliance. Under sec-
tion 310 of the Congressional Budget Act of 1974, authorizing com-
mittees must comply with reconciliation directives. If an author-
izing committee does not comply with its directives, the Committee
on Rules may make in order amendments that achieve the required
budgetary changes pursuant to section 311(d)(5) of the Congres-
sional 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
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th? bill or conference report unless 60 Senators vote to waive the
rule.

This Concurrent Resolution on the Budget for Fiscal Year 2017,
as reported by the Committee on the Budget, provides for such rec-
onciliation legislation. It instructs 12 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
no later than 90 calendar days after the adoption of this concurrent
resolution.

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 have 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 [Deficit Control Act]. 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
[Deficit Control Act] initially was intended to reduce deficits by es-
tablishing annual maximum deficit limits. These limits were en-
forced through ‘sequestration,” which involved automatic, across-
the-board spending reductions required by Presidential order if the
deficit targets were exceeded. Under the Deficit Control Act, 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 the Deficit Control Act with an-
nual limits on discretionary spending and controls over increases in
the deficit, calculated by adding together, for each fiscal year, in-
creases in direct spending and decreases in revenues, termed “pay-
as-you-go.” The BEA established separate limits for discretionary
appropriations, separated into three separate categories: domestic,
defense, and international affairs. These discretionary categories
were applied 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 example,
spending decreases in the Medicare program, under pay-as-you-go,
were 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 limit would cause a sequestration (again,
an across-the-board cut in all nonexempt discretionary programs).
Programs 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 the discretionary spending limits. As amend-
ed 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. Similarly, the pay-as-you-go requirements were extended for
legislation enacted through the end of fiscal year 2002. The seques-
tration enforcement mechanism lasted through the end of fiscal
year 2006 for such legislation, but it was turned off by Public Law
107-312, enacted 2 December 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
category.

BBA 1997 repealed automatic adjustments in the spending limits
for changes in inflation and estimating differences between the Of-
fice of Management and Budget and the Congressional Budget Of-
fice on budget outlays. It retained adjustments for emergencies, es-
timating 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
transportation and conservation spending were added and provided
for specific spending amounts for these programs. While the trans-
portation spending limit was ostensibly a limit 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 reestablish 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 the Deficit Control
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Act, including the sequester base, but it did not establish new dis-
cretionary spending limits.

The Budget Control Act Of 2011

Enacted on 2 August 2011, the Budget Control Act [BCA] of 2011
set statutory controls on spending, primarily making the Deficit
Control Act permanent in its entirety, and it reestablished discre-
tionary 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’ categories.27© The remain-
ing years were set as a single discretionary general category. The
BCA also authorized an increase in the public debt limit.

The BCA also included additional procedures that had the effect
of altering the discretionary spending limits under section 251(c) of
the Deficit Control Act, in particular, by extending the security/
non-security categories through the end of the period.

The Congressional Budget Office estimated that the discretionary
spending limits 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 spending limits downward and
calculating an amount of reductions in direct spending necessary to
achieve this amount (or a portion thereof if legislation from the
Joint Committee 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 en-
acted by the required 15 January 2012 deadline. As a result, the
Joint Committee ceased to exist and the automatic spending reduc-
tion process was triggered.

This process established new discretionary spending limits and
definitions of security and nonsecurity (now effectively defense and
nondefense, though the previous terms are still used) and replaced
the statutory discretionary spending limits. These categories have
replaced the discretionary general 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 the Office of
Malnagement and Budget, 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

270 Section 102 of the act defines the “security” category as comprising discretionary appro-
priations 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 inside
Function 050, Defense, and outside that function.
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$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
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 2012,271 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 the Def-
icit Control Act) by two months, from 2 January 2013 to 1 March
2013. It also postponed the Deficit Control Act sequester (a sepa-
rate sequestration under section 251(a), which normally occurs 15
days after the end of a session of Congress) until 17 March 2013.
This Deficit Control Act sequester enforces the spending limit cat-
egories rather than requiring 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 dis-
cretionary spending limit categories for fiscal years 2013 and 2014,
lowering the total by $4 billion and $8 billion, respectively.

The President ordered the fiscal year 2013 BCA sequester, as re-
quired by law, on 1 March 2013.

271These tax policies were temporary because they were enacted under the budget reconcili-
ation process. Section 313 of the Congressional Budget Act—known as the “Byrd Rule”—pro-
hibits spending and tax legislation enacted through reconciliation from increasing the projected
deficit outside 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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The Bipartisan Budget Act of 2013

As a result of the budget conference negotiations between House
Chairman Ryan and Senate Chairman Murray, the Bipartisan
Budget Act [BBA] of 2013 increased the discretionary spending lim-
its for fiscal years 2014 and 2015 by amending section 251 of the
Deficit Control Act. The BBA 2013 agreement provided $63 billion
in sequester relief over 2 years, split evenly between defense and
non-defense programs. BBA 2013 set defense discretionary spend-
ing at $520.5 billion and non-defense discretionary spending at
$491.8 billion for fiscal year 2014. For fiscal year 2015, defense dis-
cretionary spending was set at $521.3 billion, and non-defense dis-
cretionary 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.

The Bipartisan Budget Act of 2015

The Bipartisan Budget Act [BBA] of 2015 amended section 251
of the Deficit Control Act to increase the fiscal year 2016 and 2017
discretionary spending limits by $50 billion and $30 billion, respec-
tively, equally divided between defense and non-defense spending
each year. These increases in the spending categories were offset
through reforms reducing direct spending spread over a decade
elsewhere in the budget. These reforms included the following: es-
tablishing an overall rate of return for insurance providers under
the Standard Reinsurance Agreement; authorizing the sale of 58
million barrels of oil from the Strategic Petroleum Reserve; raising
premium rates for single employer pension plans; accelerating the
due date for pension premiums; maintaining the 2016 Medicare
Part B premium; and rescinding and permanently cancelling $746
million from the Department of Justice’s Asset Forfeiture Fund
among other provisions. Additionally, BBA 2015 increased program
integrity adjustments for Social Security continuing disability re-
views by $484 million through fiscal year 2021. In the Senate only,
it provided for allocations, aggregates and other spending levels to
have the force and effect as the fiscal year 2017 concurrent resolu-
tion on the budget for purposes of the Congressional Budget Act of
1974. BBA 2015 also temporarily suspended the debt limit through
15 March 2017.






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. Any legislation that would
breach the levels set forth in the budget resolution is subject to
points of order on the floor of the House of Representatives. The
concurrent resolution on the budget is established pursuant to the
Congressional Budget Act of 1974, which includes various require-
ments as to its content and enforcement. While a budget resolution
sets levels of spending, revenue, deficits and debt, it may also in-
clude special procedures in order to enforce Congressional budg-
etary 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 is precluded from further consideration of the
measure. It has been the practice of the House to waive all points
of order in the resolution that provides for House consideration of
a bill.

Provisions of the Congressional Budget Act

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
applies to the fiscal year for which a concurrent resolution on the
budget is agreed to and the period of fiscal years covered by the
budget resolution in force. For appropriations bills, however, the
test measures the budget effects in the first fiscal year.

SECTION 303

Section 303 of the Congressional Budget Act prohibits the consid-
eration of spending and revenue legislation before the House has
passed a concurrent resolution on the budget for a fiscal year. Leg-
islation that changes revenue or increases budget authority in a
fiscal year for which a budget resolution has not been agreed to
violates section 303(a). Section 303(a) does not apply to budget au-
thority and revenue provisions first effective in a year following the
first fiscal year to which a budget resolution would apply, or to ap-
propriation bills after 15 May.
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SECTION 311

Under this section, the House is prohibited from considering leg-
islation that would exceed the aggregate spending limits of budget
authority and outlays, or cause revenue levels to fall below the rev-
enue floor, established by the concurrent resolution on the budget.
If a measure would cause budget authority or outlays to be greater
than the ceiling established for the first fiscal year of a budget res-
olution, a section 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 cov-
ered by the budget resolution, a section 311 violation occurs. Sec-
tion 311 does not apply to measures that provide budget authority
but do not exceed a committee’s 302(a) allocations.

SECTION 314(f)

Section 314(f) of the Congressional Budget Act prohibits the con-
sideration of any bill, joint resolution, amendment, or conference
report that would cause the statutory spending category limits es-
tablished in section 251(c) of the Balanced Budget and Emergency
Deficit Control Act of 1985 (as adjusted by procedures set out in
section 251A of that Act) to be exceeded.

SECTION 401(a)

Section 401(a) of the Congressional Budget Act prohibits the con-
sideration of any bill, joint resolution, amendment, or conference
report that provides: (1) new authority that the Government is obli-
gated to make outlays; (2) new authority to incur indebtedness; or
(3) new credit authority unless such measure is subject to the
availability of appropriations. It is a strict rule because, similar to
the House Cut-As-You-Go Rule and statutory Pay-As-You-Go, a bill
would violate the rule even if the budget resolution specifically as-
sumed the increase in mandatory spending.

SECTION 401(b)

Section 401(b)(1) of the Congressional Budget Act prohibits the
consideration of any bill, joint resolution, amendment, or con-
ference report that provides new entitlement authority first effec-
tive in the current fiscal year. This point of order prevented Con-
gress from prematurely increasing new entitlement authority be-
fore the Congress agreed to a budget resolution for the forthcoming
fiscal year.

Section 401(b)(2) requires the referral to the Committee on Ap-
propriations of any reported authorization bill that increases enti-
tlement spending in the forthcoming fiscal year if it exceeds the re-
porting Committee’s 302(a) allocation. Under this section, the Com-
mittee on Appropriations is empowered to limit the total amount
of new entitlement authority provided by that bill.

The well-intentioned rules under section 401 of the Congres-
sional Budget Act have proven ineffective. Congress has passed nu-
merous bills that have increased one or more of the categories of
direct or mandatory spending specified in section 401. These in-
creases in mandatory spending have included entirely new pro-
grams, programmatic expansions in existing programs, and in-
creases in existing programs that occur under current law.
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Section 401(b) was effectively discarded in the 110th Congress,
when it was last waived by H. Res. 1218. Section 401(b)(2) was
never fully implemented. The referral authority under this section
has not been used since 1991, during the 102nd Congress. In its
42-year history, approximately 10 to 15 bills were referred to the
Committee on Appropriations and not once did the Committee on
Appropriations actually report the bill with a spending limitation,
as the rule envisioned. The Balanced Budget Act of 1997 amended
section 401(b) of the Congressional Budget Act to make this refer-
ral authority to the Committee on Appropriations permissive rath-
er than mandatory. Since that time, no referrals have been made
to the Committee on Appropriations under this authority.

These rules and procedures have failed to control direct spending
and were effectively sidelined for several reasons. First, the rules
were so strict that Congress was unwilling to enforce them and
waived them repeatedly over the years; the rule prohibited the cre-
ation of certain types of new entitlement programs even if the
spending was within the permissible limits established by the
budget resolution and was for a preexisting program. Second, the
focus on separate categories of mandatory spending became obso-
lete with the enactment of the Budget Enforcement Act of 1990
[BEA]. The BEA effectively replaced these separate categories of
mandatory spending with the concept of direct spending, which re-
fers to all forms of spending not subject to annual appropriations.
Finally, the failure of these rules to prevent increases in manda-
tory spending may be attributed to how they are enforced. In the
House, these rules are waived as part of a resolution that provides
for the consideration of a bill. The vote on a rule is seen as a test
of the majority party’s discipline and, as a result, the rule usually
passes on a party line vote.

The referral process under section 401(b)(2) has also proven inef-
fective in combatting increases in entitlement programs. It is not
entirely clear why the Committee on Appropriations has neither
sought referrals of mandatory spending bills nor reported the few
that have been referred to it. The Committee on Appropriations
has a disincentive to mark up these bills because it would have to
stretch limited spending authority across more programs or face
the enmity of proponents of those programs.

A more mundane reason bills have not been referred to the Com-
mittee on Appropriations is that it would impose untenable timing
delays. The Leadership sometimes schedules bills for consideration
on the House floor shortly after they are reported by a Committee.
A 15-day referral to the Committee on Appropriations would obvi-
ously slow the legislative process and the Leadership would have
to build these time delays into the House’s legislative schedule.

The Committee on the Budget believes that the regimen for han-
dling new entitlement authority needs to be reevaluated. It will
begin by reassessing the appropriate level at which the rule under
section 401 of the Congressional Budget Act should apply. One op-
tion would be to apply the existing rules at the programmatic level.
This would preclude entirely new programs but allow existing pro-
grams to be expanded or reformed if they are within the limits es-
tablished by the budget resolution or are offset by reductions in en-
titlement spending. One obstacle to enforcing the rule at the pro-
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grammatic level, however, is that there is no clear definition of
what constitutes a “program”: There is no commonly accepted defi-
nition of the term “program” in budget or appropriations law. As
a result, agencies aggregate program, projects, and activities under
different standards.

At a minimum, these rules and procedures need to be updated
to encompass all mandatory spending programs rather than just
the four obsolete categories for borrowing authority, contract au-
thority, credit authority, and new entitlement authority. The Com-
mittee on the Budget will undertake this update with budget proc-
ess reform.

Budget-Related Provisions in the House

In addition to budget enforcement controls in the Congressional
Budget Act of 1974, as applied through the concurrent resolution
on the budget, additional budget enforcement rules may be 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 official cost estimates used for budget en-
forcement and other rules of the House. The operation of this rule
has been superseded by section 308 of this resolution.

CLAUSE 7 OF RULE XXI

This clause prohibits the consideration of a concurrent resolution
on the budget containing reconciliation directives (under section
310 of the Congressional Budget Act of 1974) that would cause a
net increase 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 1l-year period.
If such spending is increased in either of these time periods, then
it must be offset by corresponding decreases in direct spending. If
an amendment is offered to a measure that decreases direct spend-
ing in either of these periods, then the amendment must also de-
crease net direct spending by at least the same amount. This rule
is commonly referred to as Cut-As-You-Go.

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
of new budget authority, outlays, direct spending, and new entitle-
ment authority.
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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 indicates that those savings be counted toward spend-
ing reduction. It also provides that any amendment increasing
spending relative to the underlying bill must include an offset of
an equal or greater amount.

Section 3(h) maintains the requirement from the 113th Congress
that a concurrent resolution on the budget include a section related
to “Means-Tested and Non-Means-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 2018

(SUBJECT TO A GENERAL LIMIT OF $28,852,000,000)

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 2018

(SUBJECT TO A SEPARATE LIMIT OF $66,385,032,000)

Military Construction, Veterans Affairs

Veterans Medical Services

Veterans Medical Support and Compliance
Veterans Medical Facilities

Veterans Medical Community Care
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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
rollcall 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 rollcall votes taken in the Com-
mittee on the Budget on the Concurrent Resolution on the Budget
for Fiscal Year 2017.

On March 16, 2016 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 ap-
propriate matter; that the aggregates, function totals and other ap-
propriate matter be open for amendment; and that amendments be
considered as read.

There was no objection to the unanimous consent request.

The committee adopted and ordered reported the Concurrent
Resolution on the Budget for Fiscal Year 2017. The Committee on
the Budget took the following votes:

1. An amendment offered by Representatives Van Hollen, Yar-
muth, Pascrell, Castor, McDermott, Lee, Pocan, Lujan Grisham,
Dingell, Norcross and Moulton to insert a policy statement on wom-
en’s health care.

The amendment was not agreed to by a rollcall vote of 10 ayes
and 22 noes.

Representatives Ryan and Pascrell asked unanimous consent,
after the closing of the vote, that the record reflect they would have
voted aye on rollcall vote no. 1.

There was no objection to the unanimous consent requests.

ROLLCALL VOTE NO. 1

Name & State hye No pnswer Name & State Aye 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)

(245)
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ROLLCALL VOTE NO. 1—Continued

Name & State hye No pnswer Name & State Aye No pnswer

COLE (0K) X MOORE (W) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA)

HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA)

WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (1A) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (M) X

WESTERMAN (AR) X

RENACCI (OH) X

JOHNSON (OH) X

2. An amendment offered by Chairman Price making technical
changes to the Chairman’s mark.

The amendment was agreed to by voice vote.

3. An amendment offered by Representatives Dingell, Van Hol-
len, Yarmuth, Moore, Castor, McDermott, Lee, Pocan, Lujan Gris-
ham and Moulton to provide assistance for residents of Flint,
Michigan. The amendment would also permit Michigan and any
other State with an emergency declaration because of contaminants
contained in public drinking water to use its 2016 Drinking Water
State Revolving Fund allotment to offset any outstanding debt on
loans incurred before this fiscal year, as well as lift the 20 percent
limit on the amount of such allotment that may be used to offset
any principal.

The amendment would increase outlays for Functions 300, 450,
500 and 550. Outlays for Function 300 would increase by the fol-
lowing amounts: $89.967 million for fiscal year 2017, $51.609 mil-
lion for fiscal year 2018, $15.821 million for fiscal year 2019, $5.050
million for fiscal year 2020 and $4.244 million for fiscal year 2021.

Outlays for Function 450 would increase by the following
amounts: $11.907 million for fiscal year 2017, $6.831 million for fis-
cal year 2018, $2.094 million for fiscal year 2019, $0.668 million for
fiscal year 2020 and $0.562 million for fiscal year 2021.
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Outlays for Function 500 would increase by the following
amounts: $119.074 million for fiscal year 2017, $68.306 million for
fiscal year 2018, $20.940 million for fiscal year 2019, $6.684 million
for fiscal year 2020 and $5.617 million for fiscal year 2021.

Outlays for Function 550 would increase by the following
amounts: $21.169 million for fiscal year 2017, $12.143 million for
fiscal year 2018, $3.723 million for fiscal year 2019, $1.188 million
for fiscal year 2020 and $0.999 million for fiscal year 2021.

The amendment was not agreed to by a rollcall vote of 14 ayes
and 21 noes.

ROLLCALL VOTE NO. 2

Name & State Aye No ép:svéﬁ; Name & State Aye No ép:svéﬁ;
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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

4. An amendment offered by Representatives Yarmuth, Van Hol-
len, Pascrell, Castor, McDermott, Lee, Pocan, Lujan Grisham, Din-
gell and Moulton to adjust revenue and Function 920 levels to re-
flect the adoption of the Border Security, Economic Opportunity
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and Immigration Modernization Act, which was proposed in the
113th Congress.

The amendment would increase aggregate levels of revenue by
the following amounts: $2.1 billion for fiscal year 2017, $11.5 bil-
lion for fiscal year 2018, $28.0 billion for fiscal year 2019, $39.1 bil-
lion for fiscal year 2020, $45.0 billion for fiscal year 2021, $47.7 bil-
lion for fiscal year 2022, $55.3 billion for fiscal year 2023, $65.0 bil-
lion for fiscal year 2024, $77.7 billion for fiscal year 2025 and $87.6
billion for fiscal year 2026.

The amendment would also increase budget authority and out-
lays for Function 920 each by the following amounts: $4.6 billion
for fiscal year 2017, $6.8 billion for fiscal year 2018, $14.0 billion
for fiscal year 2019, $19.8 billion for fiscal year 2020, $24.6 billion
for fiscal year 2021, $26.6 billion for fiscal year 2022, $32.2 billion
for fiscal year 2023, $37.4 billion for fiscal year 2024, $44.4 billion
for fiscal year 2025 and $51.4 billion for fiscal year 2026.

The amendment would also insert a policy statement on immi-
gration reform.

The amendment was not agreed to by a rollcall vote of 15 ayes
and 19 noes.

ROLLCALL VOTE NO. 3

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) 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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA)

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X
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ROLLCALL VOTE NO. 3—Continued

Name & State Me | Mo | pnswer Name & State e | o | Answer
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

5. An amendment offered by Representatives Pascrell, Van Hol-
len, Yarmuth, McDermott, Lee, Pocan, Lujan Grisham, Dingell and
Moore to increase mandatory budget authority and outlays in
Function 550 relating to Medicaid.

The amendment would increase mandatory budget authority and
outlays for Function 550 each by the following amounts: $7.0 bil-
lion for fiscal year 2017, $67.0 billion for fiscal year 2018, $82.0 bil-
lion for fiscal year 2019, $88.0 billion for fiscal year 2020, $97.0 bil-
lion for fiscal year 2021, $109.0 billion for fiscal year 2022, $121.0
billion for fiscal year 2023, $135.0 billion for fiscal year 2024,
$151.0 billion for fiscal year 2025 and $169.0 billion for fiscal year
2026.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 14 ayes
and 20 noes.

ROLLCALL VOTE NO. 4

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) 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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
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ROLLCALL VOTE NO. 4—Continued

Answer

Answer

Name & State Aye No Present Name & State Aye No Present
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA)

MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

6. An amendment offered by Representatives McDermott, Van
Hollen, Yarmuth, Pascrell, Lee, Pocan, Lujan Grisham, Dingell and
Norcross to strike section 610 of the Chairman’s mark and insert
a policy statement on Medicare.

The amendment was not agreed to by a rollcall vote of 13 ayes

and 21 noes.

ROLLCALL VOTE NO. 5

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 (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) MOULTON (MA)

BLUM (1A) X
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ROLLCALL VOTE NO. 5—Continued

Name & State

Aye

No

Answer
Present

Name & State

Aye

No

Answer
Present

MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

7. An amendment offered by Representatives Moore, Van Hollen,
Yarmuth, McDermott, Lee, Pocan and Dingell to strike Title II of

the Chairman’s mark.

The amendment was not agreed to by a rollcall vote of 11 ayes

and 21 noes.

ROLLCALL VOTE NO. 6

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 (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ)

BRAT (VA) MOULTON (MA)

BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X
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ROLLCALL VOTE NO. 6—Continued

Answer

Answer

Name & State Aye No Present Name & State Aye No Present
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

8. An amendment offered by Representatives Lee, Van Hollen,
Yarmuth, Pascrell, Moore, McDermott, Pocan and Dingell to insert
a policy statement relating to poverty and increased opportunity.

The amendment was not agreed to by a rollcall vote of 13 ayes

and 22 noes.

ROLLCALL VOTE NO. 7

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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

RENACCI (OH) X

JOHNSON (OH) X
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9. An amendment offered by Representatives Lujan Grisham,
Van Hollen, Yarmuth, Castor, McDermott, Lee, Pocan and Dingell
to insert a policy statement relating to prescription drug costs.

The amendment was not agreed to by a rollcall vote of 13 ayes
and 21 noes.

ROLLCALL VOTE NO. 8

Name & State me | Mo | Aswer Name & State me | Mo | hswer

PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) 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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

RENACCI (OH) X

JOHNSON (OH) X

10. An amendment offered by Representatives Castor, Van Hol-
len, Yarmuth, Pascrell, McDermott, Lee, Pocan, Dingell, Norcross
and Moulton to increase mandatory budget authority and outlays
in Function 550 for scientific jobs and biomedical research.

The amendment would increase mandatory budget authority in
Function 550 by $0.720 billion in fiscal year 2017.

Outlays in Function 550 would increase by the following
amounts: $0.381 billion for fiscal year 2017, $0.219 billion for fiscal
year 2018, $0.067 billion for fiscal year 2019, $0.021 billion for fis-
cal year 2020 and $0.018 billion for fiscal year 2021.
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The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming

the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 12 ayes

and 21 noes.

ROLLCALL VOTE NO. 9

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) X RYAN (OH) X
COLE (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X

BLACK (TN) X McDERMOTT (WA)
WOODALL (GA) LEE (CA) X
HARTZLER (MO) X POCAN (WI) X

STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI)

SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI)

WESTERMAN (AR)

RENACCI (OH)

X

JOHNSON (OH)

X

11. An amendment offered by Representatives Pocan, Van Hol-
len, Yarmuth, Pascrell, Ryan, Castor, McDermott, Lee, Dingell,
Norcross and Moulton to insert a policy statement relating to high-

er education.

The amendment was not agreed to by a rollcall vote of 12 ayes

and 21 noes.
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ROLLCALL VOTE NO. 10

Name & State Me | 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)
WOODALL (GA) LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI)
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

12. An amendment offered by Representatives Lieu, Van Hollen,
Yarmuth, Pascrell, Ryan, McDermott, Lee, Pocan, Lujan Grisham,
Dingell and Norcross to increase mandatory budget authority and
outlays for Function 300 and Function 550 relating to safe drinking
water and the prevention of childhood lead exposure.

The amendment would increase mandatory budget authority for
Function 300 by $3.13 billion in fiscal year 2017. Outlays for Func-
tion 300 would increase by the following amounts: $1.656 billion for
fiscal year 2017, $0.950 billion for fiscal year 2018, $0.291 billion
for fiscal year 2019, $0.093 billion for fiscal year 2020 and $0.078
billion for fiscal year 2021.

The amendment would increase mandatory budget authority for
Function 550 by $19.8 billion in fiscal year 2017. Outlays for Func-
tion 550 would increase by the following amounts: $10.478 billion
for fiscal year 2017, $6.011 billion for fiscal year 2018, $1.843 bil-
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lion for fiscal year 2019, $0.588 billion for fiscal year 2020 and

$0.494 billion for fiscal year 2021.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming

the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 13 ayes

and 20 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) X RYAN (OH) X
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)

WOODALL (GA) LEE (CA) X
HARTZLER (MO) X POCAN (WI) X

STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA)

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI)

WESTERMAN (AR)

RENACCI (OH)

X

JOHNSON (OH)

X

13. An amendment offered by Representatives Ryan, Van Hollen,
Yarmuth, Pascrell, McDermott, Lee, Pocan, Lujan Grisham, Din-
gell, Norcross and Moulton to increase mandatory budget authority
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and outlays in Function 550 relating to prescription opioid and her-
oin abuse.

The amendment would increase mandatory budget authority for
Function 550 by $0.500 billion for fiscal year 2017 and $0.500 bil-
lion for fiscal year 2018. Outlays for Function 550 would change by
the following amounts: $0.265 billion for fiscal year 2017, $0.416
billion for fiscal year 2018, $0.198 billion for fiscal year 2019,
$0.061 billion for fiscal year 2020, $0.027 billion for fiscal year 2021
and $0.012 billion for fiscal year 2022.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 12 ayes
and 18 noes.

ROLLCALL VOTE NO. 12

Name & State Aye No ép:svéﬁ; Name & State Aye No ép:svéﬁ;
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 (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) McDERMOTT (WA)
WOODALL (GA) LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA)
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
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ROLLCALL VOTE NO. 12—Continued

Answer
Present

Answer

Name & State Aye No Present

Name & State Aye No

RENACCI (OH)

JOHNSON (OH) X

14. An amendment offered by Representatives Moulton, Van Hol-
len, Yarmuth, Pascrell, McDermott, Lee, Pocan, Lujan Grisham,
Dingell, Norcross and Moore to increase mandatory budget author-
ity and outlays for Function 700 relating to veterans programs.

The amendment would increase mandatory budget authority for
Function 700 by $0.643 billion for fiscal year 2017 and $1.792 bil-
lion for fiscal year 2018. Outlays for Function 700 would increase
by the following amounts: $0.340 billion for fiscal year 2017, $1.144
billion for fiscal year 2018, $0.604 billion for fiscal year 2019,
$0.186 billion for fiscal year 2020, $0.069 billion for fiscal year 2021
and $0.045 billion for fiscal year 2022.

The amendment would also make all discretionary programs at
the Department of Veterans Affairs subject to advance appropria-
tions.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 11 ayes
and 19 noes.

ROLLCALL VOTE NO. 13

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)
COLE (0K) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL)
BLACK (TN) X McDERMOTT (WA)
WOODALL (GA) LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
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ROLLCALL VOTE NO. 13—Continued

Name & State Aye No épessv;ﬁ{ Name & State Aye No épessv;ﬁ{
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA)

MOONEY (WV)

GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

15. An amendment offered by Representatives Norcross, Van
Hollen, Yarmuth, Pascrell, Castor, McDermott, Lee, Pocan, Lujan
Grisham and Dingell to increase mandatory budget authority and
outlays for Function 500 to reflect the enactment of the Paycheck
Fairness Act.

The amendment would increase mandatory budget authority for
Function 500 by $0.050 billion for fiscal year 2017. Outlays for
Function 500 would increase by the following amounts: $0.028 bil-
lion for fiscal year 2017, $0.013 billion for fiscal year 2018, $0.004
billion for fiscal year 2019, $0.002 billion for fiscal year 2020 and
$0.001 billion for fiscal year 2021.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for U.S. businesses with international oper-
ations and closing loopholes in the international corporate tax sys-
tem.

The amendment would also insert a policy statement calling for
the passage of the Paycheck Fairness Act.

The amendment was not agreed to by a rollcall vote of 13 ayes
and 20 noes.

ROLLCALL VOTE NO. 14

Name & State Aye No ép:svéﬁ; Name & State Aye No ép:svéﬁ;
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
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ROLLCALL VOTE NO. 14—Continued

Name & State hye No pnswer Name & State hye No pnswer
BLACK (TN) X McDERMOTT (WA)
WOODALL (GA) LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV)
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

16. An amendment

offered by Representatives Yarmuth, Van

Hollen, Pascrell, Castor, McDermott, Lee, Pocan, Dingell and
Moulton to insert a policy statement relating to the minimum

wage.

The amendment was not agreed to by a rollcall vote of 12 ayes

and 17 noes.

ROLLCALL VOTE NO. 15

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)

DIAZ-BALART (FL) X RYAN (OH) X

COLE (0K) MOORE (WI) X

McCLINTOCK (CA) CASTOR (FL) X

BLACK (TN) X McDERMOTT (WA)

WOODALL (GA) LEE (CA) X

HARTZLER (MO) X POCAN (WI) X
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ROLLCALL VOTE NO. 15—Continued

Name & State Aye No épessv;ﬁ{ Name & State Aye No épessv;ﬁ{
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA)

MOONEY (WV)

GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

17. An amendment offered by Representatives Moore, Van Hol-
len, Yarmuth, Pascrell, Ryan, Castor, McDermott, Lee, Pocan,
Lujan Grisham and Dingell to increase budget authority and out-
lays for Function 600 relating to nutrition assistance.

The amendment would increase budget authority and outlays for
Function 600 each by the following amounts: $5.3 billion for fiscal
year 2017, $9.2 billion for fiscal year 2018, $9.3 billion for fiscal
year 2019, $9.5 billion for fiscal year 2020, $20.3 billion for fiscal
year 2021, $21.1 billion for fiscal year 2022, $22.0 billion for fiscal
year 2023, $23.0 billion for fiscal year 2024, $24.2 billion for fiscal
year 2025 and $25.4 billion for fiscal year 2026.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 12 ayes
and 20 noes.

ROLLCALL VOTE NO. 16

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




262

ROLLCALL VOTE NO. 16—Continued

Name & State me | Mo | hswer Name & State me | Mo | hswer
DIAZ-BALART (FL) X RYAN (OH) X
COLE (OK) MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)

WOODALL (GA) X LEE (CA)

HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV)

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

RENACCI (OH) X

JOHNSON (OH) X

18. An amendment offered by Representatives Pascrell, Van Hol-
len, Yarmuth, Moore, McDermott, Lee, Pocan and Dingell to insert
a policy statement relating to Social Security.

The amendment was not agreed to by a rollcall vote of 12 ayes

and 20 noes.

ROLLCALL VOTE NO. 17

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) MOORE (W) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA)
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ROLLCALL VOTE NO. 17—Continued

Name & State hye No pnswer Name & State hye No pnswer
WOODALL (GA) X LEE (CA)
HARTZLER (MO) X POCAN (W) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (M) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (1A) X
MOONEY (WV)
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

19. An amendment offered by Representatives Van Hollen, Yar-
muth, Moore, McDermott, Lee, Pocan, Lujan Grisham, Dingell and
Norcross to insert a policy statement relating to Social Security

benefits.

The amendment was not agreed to by a rollcall vote of 11 ayes

and 17 noes.

ROLLCALL VOTE NO. 18

Name & State me | Mo | hswer Name & State me | Mo | hswer
PRICE (GA) (Chairman) X VAN HOLLEN (MD) (Ranking) X
ROKITA (IN) X YARMUTH (KY) X
GARRETT (NJ) X PASCRELL (NJ)
DIAZ-BALART (FL) RYAN (OH) X
COLE (0K) MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) McDERMOTT (WA)
WOODALL (GA) X LEE (CA)
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
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ROLLCALL VOTE NO. 18—Continued

Name & State Aye No é?essv;ﬁ{ Name & State Aye No é?essv;ﬁ{

GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV)

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

RENACCI (OH)

JOHNSON (OH) X

20. An amendment offered by Representatives Pocan, Van Hol-
len, Yarmuth, Pascrell, Moore, Castor, McDermott, Lee, Lujan
Grisham, Dingell, Norcross and Moulton to increase mandatory
lloudget authority and outlays for Function 500 relating to student
oans.

The amendment would increase mandatory budget authority and
outlays in Function 500. Mandatory budget authority would in-
crease by the following amounts: $15.524 billion for fiscal year
2017, $19.550 billion for fiscal year 2018, $20.805 billion for fiscal
year 2019, $21.402 billion for fiscal year 2020, $21.955 billion for
fiscal year 2021, $22.926 billion for fiscal year 2022, $19.960 billion
for fiscal year 2023, $20.675 billion for fiscal year 2024, $21.359 bil-
lion for fiscal year 2025 and $22.006 billion for fiscal year 2026.

Outlays for Function 500 would increase by the following
amounts: $7.500 billion for fiscal year 2017, $17.085 billion for fis-
cal year 2018, $19.112 billion for fiscal year 2019, $20.070 billion
for fiscal year 2020, $20.693 billion for fiscal year 2021, $21.225 bil-
lion for fiscal year 2022, $20.186 billion for fiscal year 2023,
$19.153 billion for fiscal year 2024, $19.558 billion for fiscal year
2025 and $20.143 billion for fiscal year 2026.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment would also insert a deficit-neutral reserve fund
and policy statement relating to refinancing student loans.

The amendment was not agreed to by a rollcall vote of 12 ayes
and 19 noes.
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ROLLCALL VOTE NO. 19

Name & State me | Mo | hswer Name & State me | Mo | hswer
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 (0K) MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA)
HARTZLER (MO) POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV)
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

21. An amendment offered by Representatives Castor, Van Hol-
len, Yarmuth, Pascrell, Ryan, McDermott, Lee, Pocan, Lujan Gris-
ham, Dingell, Norcross and Moulton to increase budget authority
and outlays for Function 400 relating to transportation infrastruc-
ture.

The amendment would increase budget authority by the fol-
lowing amounts: $22.684 billion for fiscal year 2017, $32.254 billion
for fiscal year 2018, $34.061 billion for fiscal year 2019, $41.966 bil-
lion for fiscal year 2020, $38.570 billion for fiscal year 2021,
$33.223 billion for fiscal year 2022, $27.672 billion for fiscal year
2023, $20.022 billion for fiscal year 2024, $11.317 billion for fiscal
year 2025 and $10.010 billion for fiscal year 2026.

Outlays for Function 400 would increase by the following
amounts: $5.392 billion for fiscal year 2017, $14.616 billion for fis-
cal year 2018, $22.470 billion for fiscal year 2019, $30.463 billion
for fiscal year 2020, $35.485 billion for fiscal year 2021, $35.877 bil-



266

lion for fiscal year 2022, $33.848 billion for fiscal year 2023,
$29.479 billion for fiscal year 2024, $22.730 billion in fiscal year
2025 and $16.669 billion for fiscal year 2026.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming

the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 12 ayes

and 21 noes.

ROLLCALL VOTE NO. 20

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)

GARRETT (NJ) X PASCRELL (NJ)

DIAZ-BALART (FL) X RYAN (OH) X
COLE (OK) MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

RENACCI (OH) X

JOHNSON (OH) X

22. An amendment offered by Representatives McDermott, Van
Hollen, Yarmuth, Pascrell, Castor, Lee, Pocan and Dingell to in-
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crease mandatory budget authority and outlays in Function 550 to
keep health care coverage affordable.

The amendment would increase mandatory budget authority and
outlays for Function 550 each by the following amounts: $46.0 bil-
lion for fiscal year 2017, $54.0 billion for fiscal year 2018, $56.0 bil-
lion for fiscal year 2019, $58.0 billion for fiscal year 2020, $60.0 bil-
lion for fiscal year 2021, $65.0 billion for fiscal year 2022, $67.0 bil-
lion for fiscal year 2023, $70.0 billion for fiscal year 2024, $73.0 bil-
lion for fiscal year 2025 and $76.0 billion for fiscal year 2026.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 13 ayes
to 21 noes.

ROLLCALL VOTE NO. 21

Name & State Aye No ép:svéﬁ; Name & State Aye No ép:svéﬁ;

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 (0K) MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X
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ROLLCALL VOTE NO. 21—Continued

Answer

Answer

Name & State Aye No Present Name & State Aye No Present
RENACCI (OH) X
JOHNSON (OH) X

23. An amendment offered by Representatives Lee, Van Hollen,
Yarmuth, McDermott, Pocan and Moulton relating to the Overseas
Contingency Operations designation.

The amendment was not agreed to by a rollcall vote of 15 ayes

and 21 noes.

ROLLCALL VOTE NO. 22

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) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

24. An amendment offered by Representatives Ryan, Van Hollen,
Pascrell, McDermott, Lee, Pocan, Lujan Grisham, Dingell, Norcross
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and Moulton to increase mandatory budget authority and outlays
in Function 370 for manufacturing programs in the United States.

The amendment would increase budget authority for Function
370 by $3.140 billion in fiscal year 2017. Outlays for Function 370
would change by the following amounts: $0.255 billion for fiscal
year 2018, $0.565 billion for fiscal year 2019, $0.665 billion for fis-
cal year 2020, $0.715 billion for fiscal year 2021, $0.350 billion for
fiscal year 2022, $0.300 billion for fiscal year 2023, $0.200 billion
for fiscal year 2024 and $0.090 billion for fiscal year 2025.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 14 ayes
and 22 noes.

ROLLCALL VOTE NO. 23

Name & State Aye No ép:svéﬁ; Name & State Aye No ép:svéﬁ;

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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X
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ROLLCALL VOTE NO. 23—Continued

Answer

Answer

Name & State Aye No Present Name & State Aye No Present
RENACCI (OH) X
JOHNSON (OH) X

25. An amendment offered by Representatives Lujan Grisham,
Van Hollen, Yarmuth, Pascrell, Castor, McDermott, Lee, Pocan and
Dingell to insert a deficit-neutral reserve fund to support initiatives

aimed at improving the economy and creating jobs.

The amendment was not agreed to by a rollcall vote of 14 ayes

and 21 noes.

ROLLCALL VOTE NO. 24

Name & State Aye No épess‘:ﬁ; Name & State Aye No épess‘: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) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV)

GROTHMAN (WI) X

PALMER (AL) X

MOOLENAAR (MI) X

WESTERMAN (AR) X

RENACCI (OH) X

JOHNSON (OH) X

26. An amendment offered by Representatives Dingell, Van Hol-
len, Yarmuth, Pascrell, Castor, McDermott, Lee and Pocan to in-
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sert a deficit-neutral reserve fund for long term care services and
supports.

The amendment was not agreed to by a rollcall vote of 14 ayes
and 20 noes.

ROLLCALL VOTE NO. 25

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) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA)
MOONEY (WV)
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

27. An amendment offered by Representatives Lieu, Van Hollen,
Yarmuth, McDermott, Lee, Pocan, Norcross and Moulton to prevent
cyber-attacks by establishing the Information Technology Mod-
ernization Fund.

The amendment would increase mandatory budget authority for
Function 800 by $3.0 billion for fiscal year 2017.

Outlays for Function 800 would increase by the following
amounts: $1.5 billion for fiscal year 2017, $0.60 billion for fiscal
year 2018 and $0.750 billion for fiscal year 2019.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
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nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment was not agreed to by a rollcall vote of 14 ayes
and 22 noes.

ROLLCALL VOTE NO. 26

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) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

28. An amendment offered by Representative Norcross, Van Hol-
len, Yarmuth, Pascrell, Moore, McDermott, Lee, Pocan, Lujan Gris-
ham and Moulton to prevent gun violence and provide mental
health services to victims.

The amendment would increase mandatory budget authority for
Function 750 by $0.035 billion for fiscal year 2017. Outlays for
Function 750 would increase by the following amounts: $0.019 bil-
lion for fiscal year 2017, $0.011 billion for fiscal year 2018, $0.003
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billion for fiscal year 2019, $0.001 billion for fiscal year 2020 and
$0.001 billion for fiscal year 2021.

The amendment would also increase mandatory budget authority
for Function 550 by $0.250 billion for fiscal year 2017 and $0.250
billion for fiscal year 2018. Outlays for Function 550 would in-
crease by the following amounts: $0.132 billion for fiscal year 2017,
$0.208 billion for fiscal year 2018, $0.099 billion for fiscal year
2019, $0.031 billion for fiscal year 2020, $0.014 billion for fiscal
year 2021 and $0.006 billion for fiscal year 2022.

The amendment would adjust the aggregate levels of revenue by
amounts equal to the aforementioned changes in outlays by elimi-
nating tax deductions for oil production and U.S. businesses with
international operations, changing the depreciation schedules for
certain equipment, closing loopholes in the international corporate
tax system, raising taxes on high-income individuals and reforming
the tax code by repealing certain business expense deductions.

The amendment would also insert a policy statement urging the
passage of the Denying Firearms and Explosives to Dangerous Ter-
rorists Act of 2015.

The amendment was not agreed to by a rollcall vote of 14 ayes
and 22 noes.

ROLLCALL VOTE NO. 27

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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X

MOONEY (WV) X

GROTHMAN (WI) X

PALMER (AL) X
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ROLLCALL VOTE NO. 27—Continued

MOOLENAAR (M) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

29. An amendment offered by Representatives Moulton, Van Hol-
len, Yarmuth, Moore, McDermott, Lee and Pocan to insert a deficit-
neutral reserve fund relating to the Corporation for National and
Community Service.

The amendment was not agreed to by a rollcall vote of 14 ayes

and 22 noes.

ROLLCALL VOTE NO. 28

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) 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
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (M) X
WESTERMAN (AR) X
RENACCI (OH) X




275

ROLLCALL VOTE NO. 28—Continued

Name & State

Aye

No

Answer
Present

Name & State

Aye

No

Answer
Present

JOHNSON (OH)

X

30. An amendment offered by Representative Garrett to specify
the procedures for considering mandatory savings outside of rec-
onciliation, which may include a stand-alone measure or in con-
junction with another measure or measures with a fiscal impact.

The amendment was agreed to by a rollcall vote of 22 ayes and

14 noes.

ROLLCALL VOTE NO. 29

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 (OK) X MOORE (WI) X
McCLINTOCK (CA) X CASTOR (FL) X
BLACK (TN) X McDERMOTT (WA) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (W) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

31. Representative Rokita made a motion that the Committee
adopt the aggregates, functional categories and other appropriate
matter, with any amendments.
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The motion offered by Representative Rokita was agreed to by
voice vote.

Chairman Price called up the Concurrent Resolution on the
Budget for Fiscal Year 2017 incorporating the aggregates, function
totals and other appropriate matter as previously agreed.

32. Representative Rokita made a motion that the Committee
order the Concurrent Resolution reported with a favorable rec-
ommendation and that the Concurrent Resolution do pass.

The motion offered by Representative Rokita was agreed to by a
rollcall vote of 20 ayes to 16 noes.

ROLLCALL VOTE NO. 30

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) X
WOODALL (GA) X LEE (CA) X
HARTZLER (MO) X POCAN (WI) X
STUTZMAN (IN) X LUJAN GRISHAM (NM) X
GUINTA (NH) X DINGELL (MI) X
SANFORD (SC) X LIEU (CA) X
WOMACK (AR) X NORCROSS (NJ) X
BRAT (VA) X MOULTON (MA) X
BLUM (IA) X
MOONEY (WV) X
GROTHMAN (WI) X
PALMER (AL) X
MOOLENAAR (MI) X
WESTERMAN (AR) X
RENACCI (OH) X
JOHNSON (OH) X

Representative Rokita asked for unanimous consent that the
Chairman be authorized to make a motion to go to conference pur-
suant to clause 1 of House Rule XXII, the staff be authorized to
make any necessary technical and conforming corrections in the
resolution and any committee amendments and calculate any re-
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maining elements required in the resolution, prior to filing the res-
olution.

There was no objection to the unanimous consent requests.

JOHN A YARMUTH

LILIBTN OF CONGRR S5

807 CANNON HOLISE OFFIEE LI
WASHIMGIO, O 30414
i

I EBIWCT, KEHTAKT ol Lol
W)
o Sl 4 e A S
coumTEE oN @ongress of the United States ey
ERERGY AND COMMERCE SOUTHAEST GOVERNIALNT CLNTOR
House of Bepreseututives hipory el
Washington, DA 20515-1703 R v o e
March 18, 2016
The Honorable Tom Price, M.D. The Honorable Chris Van Hollen
Chairman Ranking Member
House Committee on the Budget House Committee on the Budget
207 Cannon House Building 134 Cannon House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Price and Ranking Member Van Hollen:

Please include the following explanation in the Commitiee Report on the Coneurrent Resolution on the
Budget for Fiscal Year 2017:

Iwas unable to vote on one amendment during the markup of the Concurrent Resolution on the
Budget for Fiscal Year 2017. Had I been present, I would have voted “Aye” on Demacratic
Amendment 21, offered by Representative Castor, related to the importance of investing in
America's transportation infrastruciure.

Thank you for your attention to this request,

Sincerely,

ohn Yarfhuth
Memberfof Congress
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BILL PASCRELL, JR. & COMMITTEE ON WAYS AND MEANS
Bre Dearmcy, New Jomite SUBCOMMATTEL OM HEALTH
FUBCOMMITIIL On TRADE
N amstoN DL oA COMMITTEE ON THE BUDGET
a0 35 8703 A .
S S i @ongress of the Hnited States
Ry House of Representatives
73 523 0837 7AX
Bitp Sipascred houss gov
BT pascraB@mail houre i
March 18, 2016
The Honorable Tom Price, M.D. The Honorable Chris Van Hollen
Chairman Ranking Member
House Commitiee on the Budget House Committee on the Budget
207 Cannon House Building 134 Cannon House Office Building
Washington, DC 20515 Washington, DC 20515
Dear Chairman Price and Ranking Member Van Hollen:
Please include the following explanation in the C itice Report on the Concurrent Resolution

on the Budget for Fiscal Year 2017:
Iway unable o vote on 8 amendments during the markup of the Concurrent Resolution on the

Bueget for Fiscal Year 2017, Had | been present. [ would have voled “Aye” on Democratic
Amendments 1,6, 14. 15, 17, 19, 20, and 21.

Sincerely,
Bill Pascrell, Jr. }7'
Member ol Congress



1421 LonGworTH BUILDING
WasnmaTon, DC 20515
202-225-5261

COMMITTEE ON APPROPRIATIONS
DEFENSE SUBCOMMITTEE
TRANSPORTATION, HOUSING, AND URBAN

DEVELOPMENT SUBCOMMITTEE
202-225-3719 FAX TiM RYAN
C()N(i RL‘;‘) ()F THE U\l ITED COMMITTEE ON THE BUDGET
STATES

13TH DISTRICT, OHIO

March 18, 2016

The Honorable Tom Price, M.D.
Chairman

House Committee on the Budget
207 Cannon House Building
Washington, DC 20515

The Honorable Chris Van Hollen
Ranking Member

House Committee on the Budget
134 Cannon House Office Building
Washington, DC 20515

Dear Chairman Price and Ranking Member Van Hollen:

Please include the following explanation in the Committee Report on the Concurrent Resolution on the

Budget for Fiscal Year 2017:

Iwas unable to vote on two amendments during the markup of the Concurrent Resolution on the Budger for
Fiscal Year 2017. Had I been present, I would have voted “Aye” on Democratic Amendments 1 and 12.

Sincerely,

T Agans

Tim Ryan
Member of Congress



BARBARA LEE REFLY TO OFFICE CHECKED
1371 Diermasc, CaLsronsia 0 WASHINGTON OFFICE
2267 Rayburn Houss Office Building
DEMOCRATIC STEERING AND POLICY COMMITTER Wshingson, D.C. 20515

Phane: [202) 225-2661
Faa: (202) 225-9817

COMMITTEE ON APFROPRIATIONS o
Member, Suboosumance oo o o DISTRICT OFFICE
e ez == Congress of the Wnited States it e
. o Oy, 8 eord Pt Honse of Representatives e 5100 .50
MWashington, 8.€. 20515-0509 Vbl o ke
COMMITTEE ON THE BUDGET
March 21%, 2016
The Honorable Tom price, M.D. The Honorable Chris Van Hollen
Chairman Ranking Member
House Committee on the Budget House Committee on the Budget
207 Cannon House Building 134 Cannon House Office Building
Washington, D.C. 20515 Washington, D.C. 20515

Dear Chairman Price and Ranking Member Van Hollen:

Please include the following explanation in the Committee Report on the Concurrent Resolution on the
Budget for Fiscal Year 2017:

I was unable to vote on amendments number 1, 16, 17, 18, and 20, during the markup of the Concurrent
Resolution on the Budget for Fiscal Year 2017. Had I been present, I would have voted “Ape” on
Democratic Amendments fo Protect Women 's Health, Social Security 2100, Protect Social Security
Benefits from Cuts, Protect Nutrition Assistance, and Lower Student Debt by Refinancing Student Loans
and Protecting College Aid,

Badain Ly

BARBARA LEE
Member of Congress
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DISTRICT OFFICES:
18855 WesT OuTEn DAne
Sume 103-E
Dgansans, M1 48124

Congress of the United States ueont 14 e

301 WesT Micscan Avenun

e Touse of Representatives v,,":’“".,,m,.“,:".‘g,,
P TWashington, DE 20515 N .ol
OVERSIGHT AND INVESTIOATION
HOUSE COMMITTEE
ON THE BUDGET
March 21, 2016
The Honorable Tom Price, M.D. The Honorable Chris Van Hollen
Chairman Ranking Member
House Committee on the Budget House Committee on the Budget
207 Cannon House Building 134 Cannon House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Price and Ranking Member Van Hollen:

Please include the following explanation in the Committee Report on the Concurrent Resolution
on the Budget for Fiscal Year 2017:

1 was unable to vote on 2 amendments during the markup of the Concurrent Resolution on the
Budget for Fiscal Year 2017. Had I been present, I would have voted “Aye " en Democratic

Amendments 9 and 10.

Sincerely,

Deie intl),
Debbie Dinge!

Member of Congress
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TED LIEY 415 Casreity Monrst Oercs Bum oo
Tono Dot Cauomss T .

@ongress of the nited States
FHouse of Representatives
Mashington, BE 20515-0533

March 21, 2016

The Honorable Tom Price, M.D. The Honorable Chris Van Hollen
Chairman Ranking Member

House Committee on the Budget House Committee on the Budget
207 Cannon House Building 134 Cannon House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chairman Price and Ranking Member Van Hollen:

Please include the following explanation in the Committee Report on the Concurrent Resolution on the
Budget for Fiscal Year 2017:

I'was unable to vote on one amendment during the markup of the Concurrent Resolution on the Budget
for Fiscal Year 2017. Had I been present, I would have voted "Ave " on Democratic Amendment 1.

Organizations like Planned Parenthood play a crucial role under the Affordable Care Act in providing
critical health care services for women. Reducing access 1o reproductive healthcare to over three million
women per year by defunding Planned Parenthood and imposing an unconstitutional vielation of the
right to privacy and civil rights are not acceptable, nor is taking affordable health care coverage away
[from millions of Americans by repealing the Affordable Care Aet.

Sincerely,
Do s e
Ted W. Lieu

Member of Congress
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PLEASE REPLY TO:

g e Congress of the Enited States 5 Do ML
— THouse of Representatives e ey
www.hom.gov!lnor:m wasbh‘lm, PE 20515-3001 o w;;l.:me AvE
CHERRY HILL, N 08003
(856) 427.7000

March 18, 2016

The Honorable Tom Price

Chairman

Budget Committee

United State House of Representatives
Washington, DC 20515

Dear Chairman Price,

In the FY2017 budget markup held on March 16, 2017, I was unable to vote for Amendment 6,
Eliminate Fast Track for Slashing Safety Net, as I was attending an Armed Services Committee
hearing. Had | been present, | would have voted YEA. Please include this information in the
votes section of the Committee Report.

Sincerely,
:‘ E;:: E N (..-1——"_‘

Donald Norcross
Member of Congress

Sore Mauwton
Bty Destaect, MASSACHUSITTS

1408 LowawonTy Busoms
\Wasienaron, OL.C. 20815
202.22% 8020
CoMMITTEE ON ARMED SERVICES 21 Frony ST

Savini, MA 01970
Commarriz om T BuoasT 8705311808
Commrtte on Ssais Business
SUBCOAMITTEE G HEALTH AN TECHNER 007
Rasanes Meveen

mdton heuse. e

# TeamMoution
UNITED STATES
HOUSE OF REPRESENTATIVES

March 18, 2016

The Honorable Tom Price, M.D. The Honorable Chris Van Hollen

Chairman Ranking Member

House Committee on the Budget House Committee on the Budget

207 Cannon House Building 134 Cannon House Office Building
Washington, DC 20515 Washington, DC 20515

Dear Chail Price and Ranking Member Van Hollen:

Please include the following explanation in the Cy ittee Report on the Concurrent Resolution on the
Budget for Fiscal Year 2017:

I was unable ta vote on two amendments during the markup of the Concurrent Resolution on the Budget
Sor Fiscal Year 2017. Had I been present, I would have voted “Aye" on Democratic Amendments 3 and
6.

Sincerely,

SETH MOULTON

Member of Congress






OTHER MATTERS UNDER THE
RULES OF THE HOUSE

Committee on the Budget
Oversight Findings and Recommendations

Clause 3(c)(1) of rule XIII of the Rules of the House of Represent-
atives requires each committee report to contain oversight findings
and recommendations pursuant to clause 2(b)(1) of rule X. The
Committee on the Budget has no findings to report at the present
time.

New Budget Authority, Entitlement Authority,
and Tax Expenditures

Clause 3(c)(2) of rule XIII of the Rules of the House of Represent-
atives provides that committee reports must contain the statement
required by Section 308(a) of the Congressional Budget Act of 1974.
This report does not contain such a statement because as a concur-
rent resolution setting forth a blueprint for the Congressional
budget, the budget resolution does not provide new budget author-
ity, new entitlement authority, or change revenues.

General Performance Goals and Objectives

Clause 3(c)(4) of rule XIII of the Rules of the House of Represent-
atives requires each committee report to contain a statement of
general performance goals and objectives, including outcome-re-
lated goals and objectives, for which the measure authorizes fund-
ing. The Committee on the Budget has no such goals and objectives
to report at this time.

Views of Committee Members

Clause 2(1) of rule XI of the Rules of the House of Representa-
tives requires each committee to afford a two-day opportunity for
members of the committee to file minority, additional, dissenting,
or supplemental views and to include the views in its report. The
following views were submitted:
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MINORITY VIEWS

2017 Republican Budget Divides Americans, Disinvests in
America, Rewards the Wealthy, and Punishes Everyone Else

This 2017 Republican budget is a budget that divides Americans.
It divides Americans because it continues to provide great benefits
to those who are already doing very well in America, but for every-
one else—a struggling working family, a senior on Medicare, a stu-
dent trying to go to college and come out debt-free—this budget
hits you squarely between the eyes. This is another Republican
budget that helps those who are doing just fine at the expense of
everyone else in America.

The Republican budget once again is based on a continued failed
theory of trickle-down economics. The idea is that as long as people
at the top get tax breaks, that will somehow lift everybody else up.
What we’ve seen—and the record is pretty clear—is that it has not
lifted all boats. It has lifted only the yachts.

This budget also fails to reflect the “healthy and functioning
budget process” that the majority claimed to want. This year marks
the first time in 40 years of bipartisan budget process that this
Committee has refused to hear from the President’s representative.
That had been a bipartisan tradition, whether you had a Demo-
cratic President or a Republican President, a Democratically con-
trolled House of Representatives or Republican-controlled House of
Representatives. This Committee has to be ashamed that this year,
gor the first time, we broke with that long-standing bipartisan tra-

ition.

It is also troubling that this budget exists only because of the
deal that was made for the Tea Party caucus to use the other com-
mittees to make significant reductions in important investments in
this country. For example, the Ways and Means Committee is
eliminating the Social Services Block Grant—half of which helps
vulnerable kids, and half supports vulnerable adults. It funds serv-
ices such as the Meals on Wheels program. It supports things like
child protective services. The great irony is that when former
Budget Committee Chairman and now Speaker Ryan talked about
trying to help people who are struggling and poor families, he
talked about programs that provide local flexibility. That is exactly
what the Social Services Block Grant does—it’s a block grant that
provides flexibility.

Democrats have always worried that once you block-grant pro-
grams, Republicans will then eliminate them. That’s exactly what
Republicans have done with the Social Services Block Grant. Re-
publican proposals currently in the Ways and Means Committee
are going to hit child tax credits for three million kids from work-
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ing families. That was the price that was paid in the Republican
caucus to even consider a budget resolution this year.

And it is a bad Republican budget. It does not close a single tax
break to reduce the deficit. If you're a hedge fund manager, you
continue to get a better tax rate than school bus drivers and people
who are working out there every day. It does not touch the tax
break for corporate jets. It does not stop the problem of American
corporations that are moving their address overseas to escape their
responsibilities here at home.

Instead of stopping those tax breaks, the Republican budget cuts
Medicaid by $1 trillion. Two thirds of Medicaid goes to seniors and
people with disabilities.

It cuts Medicare by $487 billion. Seniors will have to go back to
paying co-pays for preventive services. It reopens the prescription
drug donut hole.

On the discretionary side starting in 2018, the Republican budg-
et dramatically disinvests in America. It doubles the size of the
non-defense discretionary sequester cuts in 2018. The Chairman of
the Republican House Appropriations Committee rightly has said
that current levels are unsustainable, and yet this doubles the se-
quester cuts next year. By 10 years out, it cuts nondefense funding
by almost five times the size of the sequester cuts. This is
disinvesting in innovation and science and research. It is also
disinvesting in early education, college student assistance and
disinvesting in programs for transportation when we need to be
modernizing our infrastructure to compete globally.

Even after all that, once again, this Republican budget does not
balance. It is based on gimmicks that would make the Enron ac-
countants blush. Republicans continue to keep all of the revenues
from the Affordable Care Act in this budget while they claim that
they are repealing the Affordable Care Act. That just does not
square.

In summary, this is another budget that is great for people at
the very top of the income ladder, but at the expense of everybody
else in America and of our competitiveness. It does not close a sin-
gle tax break for special interests to help reduce the deficit but ev-
erybody else in the country pays the price for a budget that only
rhetorically balances.

CHRIS VAN HOLLEN.
JOHN YARMUTH.
BiLL PASCRELL.

TiM RYAN.

GWEN MOORE.
KaTHY CASTOR.

JIM MCcDERMOTT
BARBARA LEE.
MARK PocCAN.
MICHELLE LUJAN GRISHAM.
DEBBIE DINGELL.
TED LIEU.

DoNALD NORCROSS.
SETH MOULTON.
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114tH CONGRESS
2D SESSION H. CON. RES.

Establishing the congressional budget for the United States Government for fiscal
year 2017 and setting forth the appropriate budgetary levels for fiscal years 2018
through 2026.

CONCURRENT RESOLUTION

Resolved by the House of Representatives (the Senate concurring),

SECTION 1. CONCURRENT RESOLUTION ON THE BUDGET FOR FISCAL YEAR 2017.

(a) DECLARATION.—The Congress determines and declares that this concurrent
resolution establishes the budget for fiscal year 2017 and sets forth appropriate
budgetary levels for fiscal years 2018 through 2026.

(b) TABLE OF CONTENTS.—The table of contents for this concurrent resolution
is as follows:

Sec. 1. Concurrent resolution on the budget for fiscal year 2017.
TITLE I—RECOMMENDED LEVELS AND AMOUNTS

Sec. 101. Recommended levels and amounts.
Sec. 102. Major functional categories.

TITLE II—RECONCILIATION AND RELATED MATTERS

Sec. 201. Fiscal year 2017 budgetary agenda.

Sec. 202. Reconciliation in the House of Representatives.

Sec. 203. Policy statement on mandatory savings outside of the reconciliation proc-
ess.

Sec. 204. Policy statement on new mandatory spending controls.

Sec. 205. Policy statement on other budget process reforms.

TITLE III—BUDGET ENFORCEMENT

Subtitle A—Budget Enforcement in the House of Representatives

Sec. 301. Point of order against increasing long-term direct spending.

Sec. 302. Allocation for Overseas Contingency Operations/Global War on Terrorism.

Sec. 303. Limitation on changes in certain mandatory programs.

Sec. 304. GAO report.

Sec. 305. Estimates of debt service costs.

Sec. 306. Fair-value credit estimates.

Sec. 307. Estimates of major direct spending legislation.

Sec. 308. Estimates of macroeconomic effects of major legislation.

Sec. 309. Adjustments for improved control of budgetary resources.

Sec. 310. Limitation on advance appropriations.

Sec. 311. Scoring rule for Energy Savings Performance Contracts.

Sec. 312. Estimates of land conveyances.

Sec. 313. Limitation on transfers from the general fund of the Treasury to the
Highway Trust Fund.

Sec. 314. Prohibition on the use of guarantee fees as an offset.

Sec. 315. Prohibition on use of Federal Reserve surpluses as an offset.

Subtitle B—Other Provisions

Sec. 321. Budgetary treatment of administrative expenses.

Sec. 322. Application and effect of changes in allocations and aggregates.
Sec. 323. Adjustments to reflect changes in concepts and definitions.
Sec. 324. Adjustments to reflect updated budgetary estimates.

Sec. 325. Adjustment for certain emergency designations.

Sec. 326. Exercise of rulemaking powers.

TITLE IV—RESERVE FUNDS IN THE HOUSE OF REPRESENTATIVES

Sec. 401. Deficit-neutral reserve fund to reduce poverty and increase opportunity
and upward mobility for struggling Americans.

Sec. 402. Reserve fund for the repeal of the President’s health care law.

Sec. 403. Deficit-neutral reserve fund for promoting health care reform.

Sec. 404. Deficit-neutral reserve fund for graduate medical education.
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Deficit-neutral reserve fund for trade agreements.

Deficit-neutral reserve fund for reforming the tax code.

Deficit-neutral reserve fund for revenue measures.

Deficit-neutral reserve fund for Federal retirement reform.

Deficit-neutral reserve fund for coal miner pension and health care funds.
Reserve fund for commercialization of Air Traffic Control.

TITLE V—ESTIMATES OF DIRECT SPENDING IN THE HOUSE OF

REPRESENTATIVES

Sec. 501. Direct spending.
TITLE VI—POLICY STATEMENTS IN THE HOUSE OF REPRESENTATIVES

Sec.
Sec.
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Sec.
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Policy statement on developing a bold agenda.

Policy statement on a balanced budget amendment.

Policy statement on reforming the congressional budget process.

Policy statement on economic growth and job creation.

Policy statement on Federal regulatory budgeting and reform.

Policy statement on tax reform.

Policy statement on trade.

Policy statement on Social Security.

Policy statement on repealing the President’s health care law and pro-
moting real health care reform.

Policy statement on Medicare.

Policy statement on medical discovery, development, delivery, and innova-
tion.

Policy statement on public health preparedness.

Policy statement on addressing the opioid abuse epidemic.

Policy statement on higher education and workforce development oppor-
tunity.

Policy statement on the Department of Veterans Affairs.

Policy statement on Federal accounting.

Policy statement on reducing unnecessary and wasteful spending.

Policy statement on deficit reduction through the cancellation of unobli-
gated balances.

Policy statement on responsible stewardship of taxpayer dollars.

Policy statement on expenditures from agency fees and spending.

Policy statement on border security.

Policy statement on preventing the closure of the Guantanamo Bay deten-
tion facility.

Policy statement on refugees from conflict zones.

Policy statement on moving the United States Postal Service on budget.

Policy statement on budget enforcement.

Policy statement on unauthorized appropriations.

TITLE I—RECOMMENDED LEVELS AND

AMOUNTS

SEC. 101. RECOMMENDED LEVELS AND AMOUNTS.
The following budgetary levels are appropriate for each of fiscal years 2017
through 2026:

(1) FEDERAL REVENUES.—For purposes of the enforcement of this concurrent
resolution:

(A) The recommended levels of Federal revenues are as follows:

Fiscal year 2017: $2,692,937,000,000.
Fiscal year 2018: $2,799,875,000,000.
Fiscal year 2019: $2,902,418,000,000.
Fiscal year 2020: $3,040,763,000,000.
Fiscal year 2021: $3,168,226,000,000.
Fiscal year 2022: $3,301,656,000,000.
Fiscal year 2023: $3,443,940,000,000.
Fiscal year 2024: $3,595,338,000,000.
Fiscal year 2025: $3,762,041,000,000.
Fiscal year 2026: $3,936,429,000,000.

(B) The amounts by which the aggregate levels of Federal revenues

should be changed are as follows:



Fiscal year 2017
Fiscal year 2018
Fiscal year 2019
Fiscal year 2020
Fiscal year 2021
Fiscal year 2022
Fiscal year 2023
Fiscal year 2024

: $10,700,000,000.
: $26.000,000,000.
: $43.000,000,000.
: $41,400,000,000.
: $42.000,000,000.
: $41,900,000,000.
: $43,400,000,000.
: $43.400,000,000.

201

Fiscal year 2025: $42,200,000,000.
Fiscal year 2026: $41,000,000,000.

(2) NEW BUDGET AUTHORITY.—For purposes of the enforcement of this con-
guﬁ‘rent resolution, the appropriate levels of total new budget authority are as
ollows:

Fiscal year 2017: $3,086,332,000,000.
Fiscal year 2018: $2,984,016,000,000.
Fiscal year 2019: $3,084,551,000,000.
Fiscal year 2020: $3,192,964,000,000.
Fiscal year 2021: $3,254,411,000,000.
Fiscal year 2022: $3,319,284,000,000.
Fiscal year 2023: $3,443,779,000,000.
Fiscal year 2024: $3,551,204,000,000.
Fiscal year 2025: $3,624,651,000,000.
Fiscal year 2026: $3,704,462,000,000.

(3) BUDGET OUTLAYS.—For purposes of the enforcement of this concurrent
resolution, the appropriate levels of total budget outlays are as follows:
Fiscal year 2017: $3,072,428,000,000.
Fiscal year 2018: $2,990,509,000,000.
Fiscal year 2019: $3,071,424,000,000.
Fiscal year 2020: $3,182,999,000,000
Fiscal year 2021: $3,252,237,000,000.
Fiscal year 2022: $3,321,899,000,000.
Fiscal year 2023: $3,420,907,000,000.
Fiscal year 2024: $3,509,889,000,000.
Fiscal year 2025: $3,578,931,000,000.
Fiscal year 2026: $3,675,084,000,000.

(4) DEFICITS (ON-BUDGET).—For purposes of the enforcement of this concur-
rent resolution, the amounts of the deficits (on-budget) are as follows:
Fiscal year 2017: -$379,491,000,000.
Fiscal year 2018: -$190,634,000,000.
Fiscal year 2019: -$169,006,000,000.
Fiscal year 2020: -$142,236,000,000.
Fiscal year 2021: -$84,011,000,000.
Fiscal year 2022: -$20,243,000,000.
Fiscal year 2023: $23,033,000,000.
Fiscal year 2024: $85,449,000,000.
Fiscal year 2025: $183,110,000,000.
Fiscal year 2026: $261,345,000,000.

(5) DEBT SUBJECT TO LIMIT.—The appropriate levels of debt subject to limit
are as follows:

Fiscal year 2017: $19,848,354,000,000.
Fiscal year 2018: $20,314,389,000,000.
Fiscal year 2019: $20,647,523,000,000.
Fiscal year 2020: $20,904,600,000,000.
Fiscal year 2021: $21,161,285,000,000.
Fiscal year 2022: $21,296,902,000,000.
Fiscal year 2023: $21,510,772,000,000.
Fiscal year 2024: $21,598,523,000,000.
Fiscal year 2025: $21,373,459,000,000.
Fiscal year 2026: $21,412,056,000,000.

(6) DEBT HELD BY THE PUBLIC.—The appropriate levels of debt held by the

public are as follows:
Fiscal year 2017: $14,400,000,000,000.
Fiscal year 2018: $14,726,000,000,000.
Fiscal year 2019: $14,976,000,000,000.
Fiscal year 2020: $15,190,000,000,000.
Fiscal year 2021: $15,436,000,000,000.
Fiscal year 2022: $15,576,000,000,000.
Fiscal year 2023: $15,808,000,000,000.
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Fiscal year 2024: $15,934,000,000,000.
Fiscal year 2025: $15,812,000,000,000.
Fiscal year 2026: $15,960,000,000,000.

SEC. 102. MAJOR FUNCTIONAL CATEGORIES.

The Congress determines and declares that the appropriate levels of new budg-
et authority and outlays for fiscal years 2017 through 2026 for each major functional
category are:

(1) National Defense (050):

Fiscal year 2017:
(A) New budget authority, $559,254,000,000.
(B) Outlays, $566,461,000,000.

Fiscal year 2018:
(A) New budget authority, $593,759,000,000.
(B) Outlays, $574,049,000,000.

Fiscal year 2019:
(A) New budget authority, $607,553,000,000.
(B) Outlays, $592,442,000,000.

Fiscal year 2020:
(A) New budget authority, $619,761,000,000.
(B) Outlays, $605,138,000,000.

Fiscal year 2021:
(A) New budget authority, $631,991,000,000.
(B) Outlays, $617,088,000,000.

Fiscal year 2022:
(A) New budget authority, $644,193,000,000.
(B) Outlays, $634,044,000,000.

Fiscal year 2023:
(A) New budget authority, $657,101,000,000.
(B) Outlays, $641,635,000,000.

Fiscal year 2024:
(A) New budget authority, $670,425,000,000.
(B) Outlays, $649,501,000,000.

Fiscal year 2025:
(A) New budget authority, $683,163,000,000.
(B) Outlays, $667,016,000,000.

Fiscal year 2026:
(A) New budget authority, $698,114,000,000.
(B) Outlays, $681,216,000,000.

(2) International Affairs (150):

Fiscal year 2017:
(A) New budget authority, $39,780,000,000.
(B) Outlays, $43,705,000,000.

Fiscal year 2018:
(A) New budget authority, $39,778,000,000.
(B) Outlays, $40,260,000,000.

Fiscal year 2019:
(A) New budget authority, $39,777,000,000.
(B) Outlays, $39,273,000,000.

Fiscal year 2020:
(A) New budget authority, $38,852,000,000.
(B) Outlays, $38,830,000,000.

Fiscal year 2021:
(A) New budget authority, $38,726,000,000.
(B) Outlays, $38,404,000,000.

Fiscal year 2022:
(A) New budget authority, $39,784,000,000.
(B) Outlays, $38,893,000,000.

Fiscal year 2023:
(A) New budget authority, $40,805,000,000.
(B) Outlays, $39,506,000,000.

Fiscal year 2024:
(A) New budget authority, $41,694,000,000.
(B) Outlays, $40,102,000,000.

Fiscal year 2025:
(A) New budget authority, $42,622,000,000.
(B) Outlays, $40,735,000,000.

Fiscal year 2026:
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(A) New budget authority, $43,596,000,000.
(B) Outlays, $41,473,000,000.
(3) General Science, Space, and Technology (250):
Fiscal year 2017:
(A) New budget authority, $30,215,000,000.
(B) Outlays, $30,451,000,000.
Fiscal year 2018:
(A) New budget authority, $30,855,000,000.
(B) Outlays, $30,654,000,000.
Fiscal year 2019:
(A) New budget authority, $31,500,000,000.
(B) Outlays, $31,174,000,000.
Fiscal year 2020:
(A) New budget authority, $32,174,000,000.
(B) Outlays, $31,732,000,000.
Fiscal year 2021:
(A) New budget authority, $32,879,000,000.
(B) Outlays, $32,297,000,000.
Fiscal year 2022:
(A) New budget authority, $33,585,000,000.
(B) Outlays, $32,957,000,000.
Fiscal year 2023:
(A) New budget authority, $34,326,000,000.
(B) Outlays, $33,678,000,000.
Fiscal year 2024:
(A) New budget authority, $35,070,000,000.
(B) Outlays, $34,390,000,000.
Fiscal year 2025:
(A) New budget authority, $35,845,000,000.
(B) Outlays, $35,148,000,000.
Fiscal year 2026:
(A) New budget authority, $36,658,000,000.
(B) Outlays, $35,933,000,000.
(4) Energy (270):
Fiscal year 2017:
(A) New budget authority, -$2,914,000,000.
(B) Outlays, $1,442,000,000.
Fiscal year 2018:
(A) New budget authority, $1,601,000,000.
(B) Outlays, $1,119,000,000.
Fiscal year 2019:
(A) New budget authority, $1,675,000,000.
(B) Outlays, $1,239,000,000.
Fiscal year 2020:
(A) New budget authority, $1,683,000,000.
(B) Outlays, $1,155,000,000.
Fiscal year 2021:
(A) New budget authority, $1,747,000,000.
(B) Outlays, $1,164,000,000.
Fiscal year 2022:
(A) New budget authority, $1,816,000,000.
(B) Outlays, $1,186,000,000.
Fiscal year 2023:
(A) New budget authority, $1,888,000,000.
(B) Outlays, $1,218,000,000.
Fiscal year 2024:
(A) New budget authority, $1,959,000,000.
(B) Outlays, $1,243,000,000.
Fiscal year 2025:
(A) New budget authority, $2,029,000,000.
(B) Outlays, $1,263,000,000.
Fiscal year 2026:
(A) New budget authority, -$189,000,000.
(B) Outlays, -$927,000,000.
(5) Natural Resources and Environment (300):
Fiscal year 2017:
(A) New budget authority, $38,641,000,000.
(B) Outlays, $41,170,000,000.
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Fiscal year 2018:
(A) New budget authority, $39,185,000,000.
(B) Outlays, $41,109,000,000.

Fiscal year 2019:
(A) New budget authority, $39,720,000,000.
(B) Outlays, $40,846,000,000.

Fiscal year 2020:
(A) New budget authority, $40,862,000,000.
(B) Outlays, $42,022,000,000.

Fiscal year 2021:
(A) New budget authority, $40,712,000,000.
(B) Outlays, $41,151,000,000.

Fiscal year 2022:
(A) New budget authority, $41,518,000,000.
(B) Outlays, $41,802,000,000.

Fiscal year 2023:
(A) New budget authority, $42,878,000,000.
(B) Outlays, $43,057,000,000.

Fiscal year 2024:
(A) New budget authority, $43,874,000,000.
(B) Outlays, $43,489,000,000.

Fiscal year 2025:
(A) New budget authority, $44,845,000,000.
(B) Outlays, $44,369,000,000.

Fiscal year 2026:
(A) New budget authority, $44,026,000,000.
(B) Outlays, $43,059,000,000.

(6) Agriculture (350):

Fiscal year 2017:
(A) New budget authority, $23,809,000,000.
(B) Outlays, $24,912,000,000.

Fiscal year 2018:
(A) New budget authority, $23,344,000,000.
(B) Outlays, $22,883,000,000.

Fiscal year 2019:
(A) New budget authority, $21,067,000,000.
(B) Outlays, $20,267,000,000.

Fiscal year 2020:
(A) New budget authority, $20,012,000,000.
(B) Outlays, $19,399,000,000.

Fiscal year 2021:
(A) New budget authority, $19,674,000,000.
(B) Outlays, $19,097,000,000.

Fiscal year 2022:
(A) New budget authority, $19,600,000,000.
(B) Outlays, $19,021,000,000.

Fiscal year 2023:
(A) New budget authority, $19,934,000,000.
(B) Outlays, $19,502,000,000.

Fiscal year 2024:
(A) New budget authority, $19,961,000,000.
(B) Outlays, $19,463,000,000.

Fiscal year 2025:
(A) New budget authority, $20,283,000,000.
(B) Outlays, $19,760,000,000.

Fiscal year 2026:
(A) New budget authority, $20,724,000,000.
(B) Outlays, $20,195,000,000.

(7) Commerce and Housing Credit (370):

Fiscal year 2017:
(A) New budget authority, -$3,096,000,000.
(B) Outlays, -$17,777,000,000.

Fiscal year 2018:
(A) New budget authority, -$4,977,000,000.
(B) Outlays, -$22,531,000,000.

Fiscal year 2019:
(A) New budget authority, -$7,162,000,000.
(B) Outlays, -$21,735,000,000.
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Fiscal year 2020:
(A) New budget authority, -$9,990,000,000.
(B) Outlays, -$23,337,000,000.

Fiscal year 2021:
(A) New budget authority, -$11,207,000,000.
(B) Outlays, -$25,448,000,000.

Fiscal year 2022:
(A) New budget authority, -$11,154,000,000.
(B) Outlays, -$26,187,000,000.

Fiscal year 2023:
(A) New budget authority, -$11,122,000,000.
(B) Outlays, -$28,281,000,000.

Fiscal year 2024:
(A) New budget authority, -$11,361,000,000.
(B) Outlays, -$29,993,000,000.

Fiscal year 2025:
(A) New budget authority, -$10,905,000,000.
(B) Outlays, -$30,126,000,000.

Fiscal year 2026:
(A) New budget authority, -$11,363,000,000.
(B) Outlays, -$30,184,000,000.

(8) Transportation (400):

Fiscal year 2017:
(A) New budget authority, $87,879,000,000.
(B) Outlays, $90,628,000,000.

Fiscal year 2018:
(A) New budget authority, $89,099,000,000.
(B) Outlays, $89,793,000,000.

Fiscal year 2019:
(A) New budget authority, $90,727,000,000.
(B) Outlays, $91,114,000,000.

Fiscal year 2020:
(A) New budget authority, $84,831,000,000.
(B) Outlays, $92,137,000,000.

Fiscal year 2021:
(A) New budget authority, $64,777,000,000.
(B) Outlays, $86,962,000,000.

Fiscal year 2022:
(A) New budget authority, $65,727,000,000.
(B) Outlays, $77,691,000,000.

Fiscal year 2023:
(A) New budget authority, $66,762,000,000.
(B) Outlays, $73,991,000,000.

Fiscal year 2024:
(A) New budget authority, $67,794,000,000.
(B) Outlays, $73,041,000,000.

Fiscal year 2025:
(A) New budget authority, $68,887,000,000.
(B) Outlays, $72,534,000,000.

Fiscal year 2026:
(A) New budget authority, $70,000,000,000.
(B) Outlays, $72,380,000,000.

(9) Community and Regional Development (450):

Fiscal year 2017:
(A) New budget authority, $7,561,000,000.
(B) Outlays, $20,693,000,000.

Fiscal year 2018:
(A) New budget authority, $6,381,000,000.
(B) Outlays, $17,774,000,000.

Fiscal year 2019:
(A) New budget authority, $5,721,000,000.
(B) Outlays, $15,678,000,000.

Fiscal year 2020:
(A) New budget authority, $5,749,000,000.
(B) Outlays, $13,538,000,000.

Fiscal year 2021:
(A) New budget authority, $5,815,000,000.
(B) Outlays, $11,435,000,000.
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Fiscal year 2022:
(A) New budget authority, $6,021,000,000.
(B) Outlays, $8,929,000,000.

Fiscal year 2023:
(A) New budget authority, $6,250,000,000.
(B) Outlays, $8,113,000,000.

Fiscal year 2024:
(A) New budget authority, $6,683,000,000.
(B) Outlays, $6,908,000,000.

Fiscal year 2025:
(A) New budget authority, $8,183,000,000.
(B) Outlays, $8,278,000,000.

Fiscal year 2026:
(A) New budget authority, $8,374,000,000.
(B) Outlays, $8,442,000,000.

(10) Education, Training, Employment, and Social Services (500):

Fiscal year 2017:
(A) New budget authority, $78,795,000,000.
(B) Outlays, $91,997,000,000.

Fiscal year 2018:
(A) New budget authority, $84,083,000,000.
(B) Outlays, $85,833,000,000.

Fiscal year 2019:
(A) New budget authority, $85,451,000,000.
(B) Outlays, $86,078,000,000.

Fiscal year 2020:
(A) New budget authority, $86,862,000,000.
(B) Outlays, $87,440,000,000.

Fiscal year 2021:
(A) New budget authority, $88,102,000,000.
(B) Outlays, $88,757,000,000.

Fiscal year 2022:
(A) New budget authority, $88,818,000,000.
(B) Outlays, $89,802,000,000.

Fiscal year 2023:
(A) New budget authority, $93,490,000,000.
(B) Outlays, $92,500,000,000.

Fiscal year 2024:
(A) New budget authority, $94,414,000,000.
(B) Outlays, $95,172,000,000.

Fiscal year 2025:
(A) New budget authority, $95,476,000,000.
(B) Outlays, $96,493,000,000.

Fiscal year 2026:
(A) New budget authority, $96,049,000,000.
(B) Outlays, $97,506,000,000.

(11) Health (550):

Fiscal year 2017:
(A) New budget authority, $465,184,000,000.
(B) Outlays, $458,633,000,000.

Fiscal year 2018:
(A) New budget authority, $366,670,000,000.
(B) Outlays, $375,603,000,000.

Fiscal year 2019:
(A) New budget authority, $369,978,000,000.
(B) Outlays, $370,695,000,000.

Fiscal year 2020:
(A) New budget authority, $381,404,000,000.
(B) Outlays, $380,274,000,000.

Fiscal year 2021:
(A) New budget authority, $390,584,000,000.
(B) Outlays, $388,437,000,000.

Fiscal year 2022:
(A) New budget authority, $398,225,000,000.
(B) Outlays, $395,694,000,000.

Fiscal year 2023:
(A) New budget authority, $407,107,000,000.
(B) Outlays, $404,121,000,000.
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Fiscal year 2024:
(A) New budget authority, $416,534,000,000.
(B) Outlays, $413,211,000,000.

Fiscal year 2025:
(A) New budget authority, $426,598,000,000.
(B) Outlays, $422,901,000,000.

Fiscal year 2026:
(A) New budget authority, $454,051,000,000.
(B) Outlays, $449,930,000,000.

(12) Medicare (570):

Fiscal year 2017:
(A) New budget authority, $590,086,000,000.
(B) Outlays, $590,068,000,000.

Fiscal year 2018:
(A) New budget authority, $583,750,000,000.
(B) Outlays, $583,690,000,000.

Fiscal year 2019:
(A) New budget authority, $643,371,000,000.
(B) Outlays, $643,267,000,000.

Fiscal year 2020:
(A) New budget authority, $684,911,000,000.
(B) Outlays, $684,816,000,000.

Fiscal year 2021:
(A) New budget authority, $731,321,000,000.
(B) Outlays, $731,237,000,000.

Fiscal year 2022:
(A) New budget authority, $817,737,000,000.
(B) Outlays, $817,648,000,000.

Fiscal year 2023:
(A) New budget authority, $834,731,000,000.
(B) Outlays, $834,638,000,000.

Fiscal year 2024:
(A) New budget authority, $839,165,000,000.
(B) Outlays, $839,021,000,000.

Fiscal year 2025:
(A) New budget authority, $914,301,000,000.
(B) Outlays, $914,164,000,000.

Fiscal year 2026:
(A) New budget authority, $973,544,000,000.
(B) Outlays, $973,401,000,000.

(13) Income Security (600):

Fiscal year 2017:
(A) New budget authority, $497,523,000,000.
(B) Outlays, $491,960,000,000.

Fiscal year 2018:
(A) New budget authority, $471,709,000,000.
(B) Outlays, $461,357,000,000.

Fiscal year 2019:
(A) New budget authority, $480,783,000,000.
(B) Outlays, $473,392,000,000.

Fiscal year 2020:
(A) New budget authority, $491,841,000,000.
(B) Outlays, $483,961,000,000.

Fiscal year 2021:
(A) New budget authority, $479,718,000,000.
(B) Outlays, $472,117,000,000.

Fiscal year 2022:
(A) New budget authority, $488,273,000,000.
(B) Outlays, $486,470,000,000.

Fiscal year 2023:
(A) New budget authority, $497,873,000,000.
(B) Outlays, $491,557,000,000.

Fiscal year 2024:
(A) New budget authority, $507,892,000,000.
(B) Outlays, $495,442,000,000.

Fiscal year 2025:
(A) New budget authority, $518,397,000,000.
(B) Outlays, $507,575,000,000.
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Fiscal year 2026:
(A) New budget authority, $529,675,000,000.
(B) Outlays, $525,323,000,000.
(14) Social Security (650):
Fiscal year 2017:
(A) New budget authority, $37,199,000,000.
(B) Outlays, $37,227,000,000.
Fiscal year 2018:
(A) New budget authority, $40,124,000,000.
(B) Outlays, $40,141,000,000.
Fiscal year 2019:
(A) New budget authority, $43,373,000,000.
(B) Outlays, $43,373,000,000.
Fiscal year 2020:
(A) New budget authority, $46,627,000,000.
(B) Outlays, $46,627,000,000.
Fiscal year 2021:
(A) New budget authority, $50,035,000,000.
(B) Outlays, $50,035,000,000.
Fiscal year 2022:
(A) New budget authority, $53,677,000,000.
(B) Outlays, $53,677,000,000.
Fiscal year 2023:
(A) New budget authority, $57,540,000,000.
(B) Outlays, $57,540,000,000.
Fiscal year 2024:
(A) New budget authority, $61,645,000,000.
(B) Outlays, $61,645,000,000.
Fiscal year 2025:
(A) New budget authority, $66,076,000,000.
(B) Outlays, $66,076,000,000.
Fiscal year 2026:
(A) New budget authority, $70,376,000,000.
(B) Outlays, $70,376,000,000.
(15) Veterans Benefits and Services (700):
Fiscal year 2017:
(A) New budget authority, $174,766,000,000.
(B) Outlays, $182,047,000,000.
Fiscal year 2018:
(A) New budget authority, $173,539,000,000.
(B) Outlays, $174,275,000,000.
Fiscal year 2019:
(A) New budget authority, $187,777,000,000.
(B) Outlays, $187,312,000,000.
Fiscal year 2020:
(A) New budget authority, $194,202,000,000.
(B) Outlays, $193,407,000,000.
Fiscal year 2021:
(A) New budget authority, $200,763,000,000.
(B) Outlays, $199,856,000,000.
Fiscal year 2022:
(A) New budget authority, $217,151,000,000.
(B) Outlays, $216,047,000,000.
Fiscal year 2023:
(A) New budget authority, $214,690,000,000.
(B) Outlays, $213,505,000,000.
Fiscal year 2024:
(A) New budget authority, $211,449,000,000.
(B) Outlays, $210,297,000,000.
Fiscal year 2025:
(A) New budget authority, $229,055,000,000.
(B) Outlays, $227,790,000,000.
Fiscal year 2026:
(A) New budget authority, $236,447,000,000.
(B) Outlays, $235,210,000,000.
(16) Administration of Justice (750):
Fiscal year 2017:
(A) New budget authority, $64,515,000,000.
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(B) Outlays, $58,672,000,000.

Fiscal year 2018:
(A) New budget authority, $59,085,000,000.
(B) Outlays, $59,739,000,000.

Fiscal year 2019:
(A) New budget authority, $60,630,000,000.
(B) Outlays, $62,389,000,000.

Fiscal year 2020:
(A) New budget authority, $62,172,000,000.
(B) Outlays, $64,685,000,000.

Fiscal year 2021:
(A) New budget authority, $63,250,000,000.
(B) Outlays, $64,691,000,000.

Fiscal year 2022:
(A) New budget authority, $64,866,000,000.
(B) Outlays, $65,051,000,000.

Fiscal year 2023:
(A) New budget authority, $66,560,000,000.
(B) Outlays, $66,555,000,000.

Fiscal year 2024:
(A) New budget authority, $68,275,000,000.
(B) Outlays, $68,059,000,000.

Fiscal year 2025:
(A) New budget authority, $70,357,000,000.
(B) Outlays, $69,986,000,000.

Fiscal year 2026:
(A) New budget authority, $73,432,000,000.
(B) Outlays, $73,381,000,000.

(17) General Government (800):

Fiscal year 2017:
(A) New budget authority, $23,367,000,000.
(B) Outlays, $22,749,000,000.

Fiscal year 2018:
(A) New budget authority, $22,293,000,000.
(B) Outlays, $21,650,000,000.

Fiscal year 2019:
(A) New budget authority, $22,087,000,000.
(B) Outlays, $21,516,000,000.

Fiscal year 2020:
(A) New budget authority, $21,924,000,000.
(B) Outlays, $21,629,000,000.

Fiscal year 2021:
(A) New budget authority, $21,758,000,000.
(B) Outlays, $21,565,000,000.

Fiscal year 2022:
(A) New budget authority, $23,680,000,000.
(B) Outlays, $23,221,000,000.

Fiscal year 2023:
(A) New budget authority, $23,932,000,000.
(B) Outlays, $23,647,000,000.

Fiscal year 2024:
(A) New budget authority, $24,183,000,000.
(B) Outlays, $23,924,000,000.

Fiscal year 2025:
(A) New budget authority, $24,426,000,000.
(B) Outlays, $24,177,000,000.

Fiscal year 2026:
(A) New budget authority, $24,620,000,000.
(B) Outlays, $24,391,000,000.

(18) Net Interest (900):

Fiscal year 2017:
(A) New budget authority, $393,678,000,000.
(B) Outlays, $393,678,000,000.

Fiscal year 2018:
(A) New budget authority, $446,615,000,000.
(B) Outlays, $446,615,000,000.

Fiscal year 2019:
(A) New budget authority, $499,334,000,000.
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(B) Outlays, $499,334,000,000.

Fiscal year 2020:
(A) New budget authority, $540,201,000,000.
(B) Outlays, $540,201,000,000.

Fiscal year 2021:
(A) New budget authority, $569,849,000,000.
(B) Outlays, $569,849,000,000.

Fiscal year 2022:
(A) New budget authority, $594,309,000,000.
(B) Outlays, $594,309,000,000.

Fiscal year 2023:
(A) New budget authority, $620,683,000,000.
(B) Outlays, $620,683,000,000.

Fiscal year 2024:
(A) New budget authority, $638,813,000,000.
(B) Outlays, $638,813,000,000.

Fiscal year 2025:
(A) New budget authority, $648,404,000,000.
(B) Outlays, $648,404,000,000.

Fiscal year 2026:
(A) New budget authority, $655,665,000,000.
(B) Outlays, $655,665,000,000.

(19) Allowances (920):

Fiscal year 2017:
(A) New budget authority, -$39,520,000,000.
(B) Outlays, -$20,821,000,000.

Fiscal year 2018:
(A) New budget authority, -$52,890,000,000.
(B) Outlays, -$38,653,000,000.

Fiscal year 2019:
(A) New budget authority, -$54,216,000,000.
(B) Outlays, -$48,261,000,000.

Fiscal year 2020:
(A) New budget authority, -$57,006,000,000.
(B) Outlays, -$52,626,000,000.

Fiscal year 2021:
(A) New budget authority, -$59,733,000,000.
(B) Outlays, -$56,411,000,000.

Fiscal year 2022:
(A) New budget authority, -$61,661,000,000.
(B) Outlays, -$59,168,000,000.

Fiscal year 2023:
(A) New budget authority, -$63,814,000,000.
(B) Outlays, -$61,148,000,000.

Fiscal year 2024:
(A) New budget authority, -$65,767,000,000.
(B) Outlays, -$63,141,000,000.

Fiscal year 2025:
(A) New budget authority, -$67,933,000,000.
(B) Outlays, -$65,208,000,000.

Fiscal year 2026:
(A) New budget authority, -$65,057,000,000.
(B) Outlays, -$64,663,000,000.

(20) Government-wide savings and adjustments (930):

Fiscal year 2017:
(A) New budget authority, $34,478,000,000.
(B) Outlays, $14,610,000,000.

Fiscal year 2018:
(A) New budget authority, $32,662,000,000.
(B) Outlays, $46,700,000,000.

Fiscal year 2019:
(A) New budget authority, -$29,983,000,000.
(B) Outlays, -$22,263,000,000.

Fiscal year 2020:
(A) New budget authority, -$37,042,000,000.
(B) Outlays, -$29,889,000,000.

Fiscal year 2021:
(A) New budget authority, -$45,175,000,000.
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(B) Outlays, -$37,802,000,000.

Fiscal year 2022:
(A) New budget authority, -$115,840,000,000.
(B) Outlays, -$107,032,000,000.

Fiscal year 2023:
(A) New budget authority, -$68,634,000,000.
(B) Outlays, -$59,149,000,000.

Fiscal year 2024:
(A) New budget authority, -$13,285,000,000.
(B) Outlays, -$3,260,000,000.

Fiscal year 2025:
(A) New budget authority, -$81,290,000,000.
(B) Outlays, -$74,838,000,000.

Fiscal year 2026:
(A) New budget authority, -$131,037,000,000.
(B) Outlays, -$113,780,000,000.

(21) Undistributed Offsetting Receipts (950):

Fiscal year 2017:
(A) New budget authority, -$88,561,000,000.
(B) Outlays, -$88,561,000,000.

Fiscal year 2018:
(A) New budget authority, -$89,314,000,000.
(B) Outlays, -$89,314,000,000.

Fiscal year 2019:
(A) New budget authority, -$81,278,000,000.
(B) Outlays, -$81,278,000,000.

Fiscal year 2020:
(A) New budget authority, -$83,732,000,000.
(B) Outlays, -$83,732,000,000.

Fiscal year 2021:
(A) New budget authority, -$87,842,000,000.
(B) Outlays, -$87,842,000,000.

Fiscal year 2022:
(A) New budget authority, -$91,041,000,000.
(B) Outlays, -$91,041,000,000.

Fiscal year 2023:
(A) New budget authority, -$99,201,000,000.
(B) Outlays, -$99,201,000,000.

Fiscal year 2024:
(A) New budget authority, -$108,213,000,000.
(B) Outlays, -$108,213,000,000.

Fiscal year 2025:
(A) New budget authority, -$114,167,000,000.
(B) Outlays, -$117,567,000,000.

Fiscal year 2026:
(A) New budget authority, -$123,243,000,000.
(B) Outlays, -$123,243,000,000.

(22) Overseas Contingency Operations/Global War on Terrorism (970):

Fiscal year 2017:
(A) New budget authority, $73,693,000,000.
(B) Outlays, $38,485,000,000.

Fiscal year 2018:
(A) New budget authority, $26,666,000,000.
(B) Outlays, $27,762,000,000.

Fiscal year 2019:
(A) New budget authority, $26,666,000,000.
(B) Outlays, $25,573,000,000.

Fiscal year 2020:
(A) New budget authority, $26,666,000,000.
(B) Outlays, $25,592,000,000.

Fiscal year 2021:
(A) New budget authority, $26,666,000,000.
(B) Outlays, $25,598,000,000.

Fiscal year 2022:
(A) New budget authority, $0.
(B) Outlays, $8,884,000,000.

Fiscal year 2023:
(A) New budget authority, $0.
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(B) Outlays, $3,240,000,000.
Fiscal year 2024:
(A) New budget authority, $0.
(B) Outlays, $776,000,000.
Fiscal year 2025:
(A) New budget authority, $0.
(B) Outlays, $0.
Fiscal year 2026:
(A) New budget authority, $0.
(B) Outlays, $0.

TITLE II—RECONCILIATION AND RELATED
MATTERS

SEC. 201. FISCAL YEAR 2017 BUDGETARY AGENDA.

It is the policy of this concurrent resolution that during the second session of
the 114th Congress, the appropriate committees of jurisdiction and the House of
Representatives will consider the following:

(1) RECONCILIATION SAVINGS.—Legislation considered pursuant to section
202 to achieve significant mandatory savings as a down payment on the deficit
reduction necessary to achieve a balanced budget by fiscal year 2026.

(2) MANDATORY SAVINGS OUTSIDE OF RECONCILIATION.—Legislation pursu-
ant to section 203, that achieves mandatory savings of not less than $30 billion
outside of the reconciliation process.

(3) CONTROLS ON NEW MANDATORY SPENDING.—A measure to control new
mandatory spending, as described in section 204.

(4) REFORM OF THE FEDERAL BUDGET PROCESS.—Each measure to reform
the Federal budget process listed under paragraphs (1) through (4) of section
205.

SEC. 202. RECONCILIATION IN THE HOUSE OF REPRESENTATIVES.

(a) SUBMISSION PROVIDING FOR DEFICIT REDUCTION.—In order to carry out sec-
tion 201(1), not later than 90 days after the adoption of this resolution, the commit-
tees named in subsection (b) shall submit their recommendations on changes in laws
within their jurisdictions to the Committee on the Budget that would achieve the
specified reduction in the deficit for the period of fiscal years 2017 through 2026.

(b) INSTRUCTIONS.—

(1) COMMITTEE ON AGRICULTURE.—The Committee on Agriculture shall sub-
mit changes in laws within its jurisdiction sufficient to reduce the deficit by
$1,000,000,000 for the period of fiscal years 2017 through 2026.

(2) COMMITTEE ON ARMED SERVICES.—The Committee on Armed Services
shall submit changes in laws within its jurisdiction sufficient to reduce the def-
icit by $100,000,000 for the period of fiscal years 2017 through 2026.

(3) COMMITTEE ON EDUCATION AND THE WORKFORCE.—The Committee on
Education and the Workforce shall submit changes in laws within its jurisdic-
tion sufficient to reduce the deficit by $1,000,000,000 for the period of fiscal
years 2017 through 2026.

(4) COMMITTEE ON ENERGY AND COMMERCE.—The Committee on Energy and
Commerce shall submit changes in laws within its jurisdiction sufficient to re-
duce the deficit by $1,000,000,000 for the period of fiscal years 2017 through
2026.

(5) COMMITTEE ON FINANCIAL SERVICES.—The Committee on Financial Serv-
ices shall submit changes in laws within its jurisdiction sufficient to reduce the
deficit by $1,000,000,000 for the period of fiscal years 2017 through 2026.

(6) COMMITTEE ON HOMELAND SECURITY.—The Committee on Homeland Se-
curity shall submit changes in laws within its jurisdiction sufficient to reduce
the deficit by $15,000,000 for the period of fiscal years 2017 through 2026.

(7) COMMITTEE ON THE JUDICIARY.—The Committee on the Judiciary shall
submit changes in laws within its jurisdiction sufficient to reduce the deficit by
$1,000,000,000 for the period of fiscal years 2017 through 2026.

(8) COMMITTEE ON NATURAL RESOURCES.—The Committee on Natural Re-
sources shall submit changes in laws within its jurisdiction sufficient to reduce
the deficit by $100,000,000 for the period of fiscal years 2017 through 2026.

(9) COMMITTEE ON OVERSIGHT AND GOVERNMENT REFORM.—The Committee
on Oversight and Government Reform shall submit changes in laws within its
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jurisdiction sufficient to reduce the deficit by $1,000,000,000 for the period of
fiscal years 2017 through 2026.

(10) COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE.—The Com-
mittee on Transportation and Infrastructure shall submit changes in laws with-
in its jurisdiction sufficient to reduce the deficit by $100,000,000 for the period
of fiscal years 2017 through 2026.

(11) COMMITTEE ON VETERANS’ AFFAIRS.—The Committee on Veterans’ Af-
fairs shall submit changes in laws within its jurisdiction sufficient to reduce the
deficit by $1,000,000,000 for the period of fiscal years 2017 through 2026.

(12) COMMITTEE ON WAYS AND MEANS.—The Committee on Ways and Means
shall submit changes in laws within its jurisdiction sufficient to reduce the def-
icit by $1,000,000,000 for the period of fiscal years 2017 through 2026.

(c) REVISION OF BUDGETARY LEVELS.—

(1) IN GENERAL.—In the House of Representatives, the chair of the Com-
mittee on the Budget may file appropriately revised allocations, aggregates, and
functional levels upon the consideration of a reconciliation measure under sec-
tion 310 of the Congressional Budget Act of 1974 or amendment thereto, or the
submission of a conference report to the House of Representatives pursuant to
this section, if it is in compliance with the reconciliation directives by virtue of
section 310(c) of the Congressional Budget Act of 1974.

(2) REvVISION.—Allocations and aggregates revised pursuant to this sub-
section shall be considered to be the allocations and aggregates established by
this concurrent resolution on the budget pursuant to section 301 of the Congres-
sional Budget Act of 1974.

SEC. 203. POLICY STATEMENT ON MANDATORY SAVINGS OUTSIDE OF THE RECONCILIATION
PROCESS.

(a) PoLICY STATEMENT.—In order to carry out section 201(2), it is the policy of
this concurrent resolution that early in the second session of the 114th Congress the
House will consider legislation that achieves mandatory savings of not less than
$30,000,000,000 for the period of fiscal years 2017 and 2018 and not less than
$140,000,000,000 for the period of fiscal years 2017 through 2026 outside of the rec-
onciliation process.

(b) SAVINGS TO BE ACHIEVED BY AUTHORIZING COMMITTEES.—The following
E:O;nmittees will consider legislation to achieve the savings set forth in subsection
a):

(1) The Committee on Agriculture.

(2) The Committee on Energy and Commerce.
(3) The Committee on Financial Services.

(4) The Committee on the Judiciary.

(5) The Committee on Ways and Means.

(c) MAJOR REFORMS.—The major reforms to implement this section may include,

but are not limited to, the following policies:
(1) Recovering improper Obamacare subsidy payments.
(2) Eliminating enhanced Medicaid payments for prisoners.
(3) Ending Medicaid payments for lottery winners.

(d) PROCEDURES.—Consideration in the House of Representatives of a measure
described in subsection (a) will be pursuant to such procedures as the House may
prescribe, including—

(1) as a stand-alone measure; and
(2) in conjunction with another measure or measures with a fiscal impact.

(e) SCORING.—In the House of Representatives, for purposes of budget enforce-
ment of legislation introduced under this section, any changes in direct spending
and outlays resulting from the measure shall be counted against the appropriate au-
thorizing committee’s allocation under section 302(a) of the Congressional Budget
Act of 1974.

SEC. 204. POLICY STATEMENT ON NEW MANDATORY SPENDING CONTROLS.

In order to carry out section 201(3), it is the policy of this concurrent resolution
that during the 114th Congress the appropriate committees of the House of Rep-
resentatives will consider a measure to control new mandatory spending. The meas-
ure may include the following:

(1) Limitations on the authorization of new mandatory spending programs,
except for programs authorized to replace or restructure existing programs as
part of welfare reform and health care reform and other structural reforms of
existing programs.

(2) A requirement that mandatory spending programs are periodically re-
viewed or reauthorized.
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(3) Focusing statutory pay-as-you-go procedures on legislation increasing
mandatory spending.

(4) Permitting reconciliation bills to include provisions to control mandatory
spending.

(5) Strict limitations on the ability to reclassify historically discretionary
spending programs into mandatory spending programs as a means of circum-
venting discretionary spending limits.

SEC. 205. POLICY STATEMENT ON OTHER BUDGET PROCESS REFORMS.

In order to carry out section 201(4), it is the policy of this concurrent resolution
that during the 114th Congress, the appropriate committees of the House of Rep-
resentatives will consider the following Federal budget process reforms:

(1) An amendment to the Constitution providing for a balanced budget.

(2) A baseline budgeting measure.

(3) Requirements relating to unauthorized programs.

(4) Such other proposals and reforms addressing budget process reform as
may be recommended by the appropriate committees of jurisdiction.

TITLE III—BUDGET ENFORCEMENT

Subtitle A—Budget Enforcement in the House of
Representatives

SEC. 301. POINT OF ORDER AGAINST INCREASING LONG-TERM DIRECT SPENDING.

(a) CONGRESSIONAL BUDGET OFFICE ANALYSIS OF PROPOSALS.—The Director of
the Congressional Budget Office shall, to the extent practicable, prepare an estimate
of whether a measure would cause a net increase in direct spending in the House
of Representatives, in excess of $5,000,000,000 in any of the 4 consecutive 10-fiscal
year periods beginning with the first fiscal year that is 10 fiscal years after the
budget year provided for in the most recently agreed to concurrent resolution on the
budget in the House of Representatives, for each bill or joint resolution other than
an appropriation measure and any amendment thereto or conference report thereon.

(b) POINT OF ORDER.—It shall not be in order in the House of Representatives
to consider any bill or joint resolution, or amendment thereto or conference report
thereon, that would cause a net increase in direct spending in excess of
$5,000,000,000 in any of the 4 consecutive 10-fiscal year periods described in sub-
section (a).

(c) LimrtATION.—In the House of Representatives, the provisions of this section
shall not apply to any bills or joint resolutions, or amendments thereto or conference
reports thereon, for which the chair of the Committee on the Budget has made ad-
justments to the allocations, levels, or limits contained in this concurrent resolution
pursuant to section 402 or 410.

(d) DETERMINATIONS OF BUDGET LEVELS.—For purposes of this section, the lev-
els of net increases in direct spending shall be determined on the basis of estimates
provided by the chair of the Committee on the Budget of the House of Representa-
tives.

SEC. 302. ALLOCATION FOR OVERSEAS CONTINGENCY OPERATIONS/GLOBAL WAR ON TER-
RORISM.

(a) SEPARATE ALLOCATION FOR OVERSEAS CONTINGENCY OPERATIONS/GLOBAL
WAR ON TERRORISM.—In the House of Representatives, there shall be a separate al-
location of new budget authority and outlays provided to the Committee on Appro-
priations for the purposes of Overseas Contingency Operations/Global War on Ter-
rorism, which shall be deemed to be an allocation under section 302(a) of the Con-
gressional Budget Act of 1974. Section 302(a)(3) of such Act shall not apply to such
separate allocation.

(b) 302 ALLOCATIONS.—The separate allocation referred to in subsection (a)
shall be the exclusive allocation for Overseas Contingency Operations/Global War on
Terrorism under section 302(b) of the Congressional Budget Act of 1974. The Com-
mittee on Appropriations of the House of Representatives may provide suballoca-
tions of such separate allocation under such section 302(b).

(c) ApPPLICATION.—For purposes of enforcing the separate allocation referred to
in subsection (a) under section 302(f) of the Congressional Budget Act of 1974, the
“first fiscal year” and the “total of fiscal years” shall be deemed to refer to fiscal
year 2017. Section 302(c) of such Act shall not apply to such separate allocation.
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(d) DESIGNATIONS.—New budget authority or outlays shall only be counted to-
ward the allocation referred to in subsection (a) if designated pursuant to section
251(b)(2)(A)(ii) of the Balanced Budget and Emergency Deficit Control Act of 1985.

(e) ADJUSTMENTS.—For purposes of subsection (a) for fiscal year 2017, no ad-
justment shall be made under section 314(a) of the Congressional Budget Act of
1974 if any adjustment would be made under section 251(b)(2)(A)(ii) of the Balanced
Budget and Emergency Deficit Control Act of 1985.

(f) ADJUSTMENTS TO FUND OVERSEAS CONTINGENCY OPERATIONS/GLOBAL WAR
ON TERRORISM.—In the House of Representatives, the chair of the Committee on the
Budget may adjust the allocations, aggregates, and other appropriate budgetary lev-
els related to Overseas Contingency Operations/Global War on Terrorism or the allo-
cation under section 302(a) of the Congressional Budget Act of 1974 to the Com-
mittee on Appropriations set forth in the report or joint explanatory statement of
managers, as applicable, accompanying this concurrent resolution to account for new
information.

SEC. 303. LIMITATION ON CHANGES IN CERTAIN MANDATORY PROGRAMS.
(a) DEFINITION.—In this section, the term “change in mandatory programs”
means a provision that—

(1) would have been estimated as affecting direct spending or receipts
under section 252 of the Balanced Budget and Emergency Deficit Control Act
of 1985 (as in effect prior to September 30, 2002) if the provision was included
in legislation other than appropriation Acts; and

(2) results in a net decrease in budget authority in the budget year, but
does not result in a net decrease in outlays over the period of the total of the
current year, the budget year, and all fiscal years covered under the most re-
cently agreed to concurrent resolution on the budget.

(b) POINT OF ORDER IN THE HOUSE OF REPRESENTATIVES.—

(1) IN GENERAL.—A provision in a bill or joint resolution making appropria-
tions for a full fiscal year that proposes a change in mandatory programs that,
if enacted, would cause the absolute value of the total budget authority of all
such change in mandatory programs enacted in relation to a full fiscal year to
be more than the amount specified in paragraph (3), shall not be in order in
the House of Representatives.

(2) AMENDMENTS AND CONFERENCE REPORTS.—It shall not be in order in the
House of Representatives to consider an amendment to, or a conference report
on, a bill or joint resolution making appropriations for a full fiscal year if such
amendment thereto or conference report thereon proposes a change in manda-
tory programs that, if enacted, would cause the absolute value of the total budg-
et authority of all such change in mandatory programs enacted in relation to
a full fiscal year to be more than the amount specified in paragraph (3).

(3) AMOUNT.—The amount specified in this paragraph is—

(A) for fiscal year 2017, $19,100,000,000;
(B) for fiscal year 2018, $17,000,000,000; and
(C) for fiscal year 2019, $15,000,000,000.
(c) DETERMINATION.—For purposes of this section, budgetary levels shall be de-
teranined on the basis of estimates provided by the chair of the Committee on the
Budget.

SEC. 304. GAO REPORT.

(a) GAO SuBMISSION.—At a date specified by the chair of the Committee on the
Budget of the House of Representatives, the Comptroller General, in consultation
with the chair, the Director of the Congressional Budget Office, and the Director of
the Office of Management and Budget, shall submit to the chair a comprehensive
list of all current direct spending programs of the Government.

(b) PUBLICATION.—The chair of the Committee on the Budget shall cause to be
printed in the Congressional Record the list submitted under subsection (a). The
chair shall publish such list on the Committee’s public Web site. Such publication
shall be searchable, sortable, and downloadable.

SEC. 305. ESTIMATES OF DEBT SERVICE COSTS.

In the House of Representatives, the chair of the Committee on the Budget may
direct the Congressional Budget Office to include in any estimate prepared under
section 402 of the Congressional Budget Act of 1974 with respect to any bill or joint
resolution, or an estimate of an amendment thereto or conference report thereon,
an estimate of any change in debt service costs (if any) resulting from carrying out
such bill or resolution. Any estimate of debt servicing costs provided under this sec-
tion shall be advisory and shall not be used for purposes of enforcement of such Act,
the Rules of the House of Representatives, or this concurrent resolution. This sec-
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tion shall not apply to authorizations of discretionary programs or to appropriation
measures, but shall apply to changes in the authorization level of appropriated enti-
tlements.

SEC. 306. FAIR-VALUE CREDIT ESTIMATES.

(a) ALL CREDIT PROGRAMS.—Whenever the Director of the Congressional Budget
Office provides an estimate of any measure that establishes or modifies any pro-
gram providing loans or loan guarantees, the Director shall, to the extent prac-
ticable, provide a supplemental fair-value estimate of any loan or loan guarantee
program if requested by the chair of the Committee on the Budget.

(b) STUDENT FINANCIAL ASSISTANCE AND HOUSING PROGRAMS.—The Director of
the Congressional Budget Office shall provide a supplemental fair-value estimate as
part of any estimate for any measure establishing or modifying a program providing
loans or loan guarantees for student financial assistance or housing (including resi-
dential mortgage).

(c) BASELINE ESTIMATES.—The Congressional Budget Office shall include esti-
mates, on a fair-value and credit reform basis, of loan and loan guarantee programs
for student financial assistance, housing (including residential mortgage), and such
other major loan and loan guarantee programs, as practicable, in its Budget and
Economic Outlook: 2018 to 2027.

SEC. 307. ESTIMATES OF MAJOR DIRECT SPENDING LEGISLATION.

The Congressional Budget Office shall prepare, to the extent practicable, an es-
timate of the outlay changes during the second and third decade of enactment for
any direct spending legislative provision—

(1) that proposes a change or changes to law that the Congressional Budget

Office determines has an outlay impact in excess of 0.25 percent of the gross

domestic product of the United States during the first decade or in the tenth

year; or
(2) for which the chair of the Committee on the Budget of the House of Rep-
resentatives requests such an estimate.

SEC. 308. ESTIMATES OF MACROECONOMIC EFFECTS OF MAJOR LEGISLATION.

(a) CBO AND JCT ESTIMATES.—During the 114th and 115th Congresses, any es-
timate provided by the Congressional Budget Office under section 402 of the Con-
gressional Budget Act of 1974 or by the Joint Committee on Taxation to the Con-
gressional Budget Office under section 201(f) of such Act for major legislation con-
sidered in the House of Representatives shall, to the extent practicable, incorporate
the budgetary effects of changes in economic output, employment, capital stock, and
other macroeconomic variables resulting from such major legislation.

(b) CONTENTS.—Any estimate referred to in subsection (a) shall, to the extent
practicable, include—

(1) a qualitative assessment of the budgetary effects (including macro-
economic variables described in subsection (a)) of major legislation in the 20-
fiscal year period beginning after the last fiscal year of the most recently agreed
to concurrent resolution on the budget that sets forth budgetary levels required
under section 301 of the Congressional Budget Act of 1974; and

(2) an identification of the critical assumptions and the source of data un-
derlying that estimate.

(c) DEFINITIONS.—In this section:

(1) MAJOR LEGISLATION.—The term “major legislation” means a bill or joint
resolution, or amendment thereto or conference report thereon—

(A) for which an estimate is required to be prepared pursuant to section

402 of the Congressional Budget Act of 1974 and that causes a gross budg-

etary effect (before incorporating macroeconomic effects and not including

timing shifts) in a fiscal year in the period of years of the most recently

agreed to concurrent resolution on the budget equal to or greater than 0.25

percent of the current projected gross domestic product of the United States

for that fiscal year; or
(B) designated as such by—
(i) the chair of the Committee on the Budget of the House of Rep-
resentatives for all direct spending and revenue legislation; or
(i) the Member who is Chairman or Vice Chairman of the Joint
Committee on Taxation for revenue legislation.

(2) BUDGETARY EFFECTS.—The term “budgetary effects” means changes in
revenues, direct spending outlays, and deficits.

(3) TIMING SHIFTS.—The term “timing shifts” means—
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(A) provisions that cause a delay of the date on which outlays flowing
from direct spending would otherwise occur from one fiscal year to the next
fiscal year; or

(B) provisions that cause an acceleration of the date on which revenues
would otherwise occur from one fiscal year to the prior fiscal year.

SEC. 309. ADJUSTMENTS FOR IMPROVED CONTROL OF BUDGETARY RESOURCES.

(a) ADJUSTMENTS OF DISCRETIONARY AND DIRECT SPENDING LEVELS.—In the
House of Representatives, if a committee (other than the Committee on Appropria-
tions) reports a bill or joint resolution, or any amendment thereto is offered or any
conference report thereon is submitted, providing for a decrease in direct spending
(budget authority and outlays flowing therefrom) for any fiscal year and also pro-
vides for an authorization of appropriations for the same purpose, upon the enact-
ment of such measure, the chair of the Committee on the Budget may decrease the
allocation to such committee and increase the allocation of discretionary spending
(budget authority and outlays flowing therefrom) to the Committee on Appropria-
tions for fiscal year 2017 by an amount equal to the new budget authority (and out-
lays flowing therefrom) provided for in a bill or joint resolution making appropria-
tions for the same purpose.

(b) DETERMINATIONS.—In the House of Representatives, for purposes of enforc-
ing this concurrent resolution, the allocations and aggregate levels of new budget
authority, outlays, direct spending, revenues, deficits, and surpluses for fiscal year
2017 and the period of fiscal years 2017 through 2026 shall be determined on the
basis of estimates made by the chair of the Committee on the Budget and such chair
may adjust the applicable levels in this concurrent resolution.

SEC. 310. LIMITATION ON ADVANCE APPROPRIATIONS.

(a) IN GENERAL.—In the House of Representatives, except as provided for in
subsection (b), any bill or joint resolution, or amendment thereto or conference re-
port thereon, making a general appropriation or continuing appropriation may not
provide advance appropriations.

(b) EXCEPTIONS.—An advance appropriation may be provided for programs,
projects, activities, or accounts identified in the report or the joint explanatory state-
?elg: of managers, as applicable, accompanying this concurrent resolution under the

eading—
(1) GENERAL.—“Accounts Identified for Advance Appropriations”.
(2) VETERANS.—“Veterans Accounts Identified for Advance Appropriations”.

(c) LiMITATIONS.—The aggregate level of advance appropriations shall not ex-
ceed—

(1) GENERAL.—$28,852,000,000 in new budget authority for all programs

identified pursuant to subsection (b)(1).

(2) VETERANS.—$66,385,032,000 in new budget authority for programs in

the Department of Veterans Affairs identified pursuant to subsection (b)(2).

(d) DEFINITION.—The term “advance appropriation” means any new discre-
tionary budget authority provided in a bill or joint resolution, or any amendment
thereto or conference report thereon, making general appropriations or continuing
appropriations, for the fiscal year following fiscal year 2017.

SEC. 311. SCORING RULE FOR ENERGY SAVINGS PERFORMANCE CONTRACTS.

(a) IN GENERAL.—The Director of the Congressional Budget Office shall esti-
mate provisions of any bill or joint resolution, or amendment thereto or conference
report thereon that affects the use of any covered energy savings contract on a net
present value basis.

(b) NPV CALCULATIONS.—The net present value of any covered energy savings
contract shall be calculated as follows:

(1) The discount rate shall reflect market risk.

(2) The cash flows shall include, whether classified as mandatory or discre-
tionary, payments to contractors under the terms of their contracts, payments
to contractors for other services, and direct savings in energy and energy-re-
lated costs.

(3) The stream of payments shall cover the period covered by the contracts
but not to exceed 25 years.

(c) DEFINITION.—As used in this section, the term “covered energy savings con-
tract” means—

(1) an energy savings performance contract authorized under section 801 of
the National Energy Conservation Policy Act; or

(2) a utility energy service contract, as described in the Office of Manage-
ment and Budget Memorandum on Federal use of energy savings performance
contracting, dated July 25, 1998 (M-98-13), and the Office of Management and
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Budget Memorandum on the Federal use of energy saving performance con-
tracts and utility energy service contracts, dated September 28, 2012 (M-12-
21), or any successor to either memorandum.

(d) ENFORCEMENT IN THE HOUSE OF REPRESENTATIVES.—In the House of Rep-
resentatives, if any present value calculated under subsection (b) results in a net
savings, then such savings may not be used as an offset for purposes of budget en-
forcement.

(e) CLASSIFICATION OF SPENDING.—For purposes of budget enforcement, the esti-
mated net present value of the budget authority provided by the measure, and out-
lays flowing therefrom, shall be classified as direct spending.

(f) SENSE OF THE HOUSE OF REPRESENTATIVES.—It is the sense of the House of
Representatives that—

(1) the Director of the Office of Management and Budget, in consultation
with the Director of the Congressional Budget Office, should separately identify
the cash flows under subsection (b)(2) and include such information in the
President’s annual budget submission under section 1105(a) of title 31, United
States Code; and

(2) the scoring method used in this section should not be used to score any
contracts other than covered energy savings contracts.

SEC. 312. ESTIMATES OF LAND CONVEYANCES.

In the House of Representatives, the Director of the Congressional Budget Of-
fice shall include in any estimate prepared under section 402 of the Congressional
Budget Act of 1974 with respect to any measure that conveys Federal land to any
non-Federal entity—

(1) the methodology used to calculate such estimate;

(2) a detailed justification of its estimate of any change in revenue, offset-
ting receipts, or offsetting collections resulting from such conveyance;

(3) if requested by the chair of the Committee on the Budget, any informa-
tion provided by the Bureau of Land Management or other applicable Federal
agency, including the source and date of such information, that supports the es-
timate of any change in revenue, offsetting receipts, or offsetting collections;

(4) a description of any efforts to independently verify such agency esti-
mate; and

(5) a statement of the assumptions underlying the estimate of the budg-
etary effects that would be generated by such parcel in CBO’s baseline projec-
tions as of the most recent publication or update.

SEC. 313. LIMITATION ON TRANSFERS FROM THE GENERAL FUND OF THE TREASURY TO THE
HIGHWAY TRUST FUND.

In the House of Representatives, for purposes of the Congressional Budget Act
of 1974, the Balanced Budget and Emergency Deficit Control Act of 1985, and the
rules or orders of the House of Representatives, a bill or joint resolution, or an
amendment thereto or conference report thereon, that transfers funds from the gen-
eral fund of the Treasury to the Highway Trust Fund shall be counted as new budg-
et authority and outlays equal to the amount of the transfer in the fiscal year the
transfer occurs.

SEC. 314. PROHIBITION ON THE USE OF GUARANTEE FEES AS AN OFFSET.

In the House of Representatives, any provision of a bill or joint resolution, or
amendment thereto or conference report thereon, that increases, or extends the in-
crease of, any guarantee fees of the Federal National Mortgage Association or the
Federal Home Loan Mortgage Corporation shall not be counted for purposes of en-
forcing the Congressional Budget Act of 1974, this concurrent resolution, or clause
10 of rule XXI of the Rules of the House of Representatives.

SEC. 315. PROHIBITION ON USE OF FEDERAL RESERVE SURPLUSES AS AN OFFSET.

In the House of Representatives, any provision of a bill or joint resolution, or
amendment thereto or conference report thereon, that transfers any portion of the
net surplus of the Federal Reserve System to the general fund of the Treasury shall
not be counted for purposes of enforcing the Congressional Budget Act of 1974, this
concurrent resolution, or clause 10 of rule XXI of the Rules of the House of Rep-
resentatives.
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Subtitle B—Other Provisions

SEC. 321. BUDGETARY TREATMENT OF ADMINISTRATIVE EXPENSES.

(a) IN GENERAL.—In the House of Representatives, notwithstanding section
302(a)(1) of the Congressional Budget Act of 1974, section 13301 of the Budget En-
forcement Act of 1990, and section 2009a of title 39, United States Code, the report
or the joint explanatory statement, as applicable, accompanying this concurrent res-
olution shall include in its allocation under section 302(a) of the Congressional
Budget Act of 1974 to the Committee on Appropriations amounts for the discre-
tionary administrative expenses of the Social Security Administration and the
United States Postal Service.

(b) SPECIAL RULE.—In the House of Representatives, for purposes of enforcing
section 302(f) of the Congressional Budget Act of 1974, estimates of the level of total
new budget authority and total outlays provided by a measure shall include any dis-
cretionary amounts described in subsection (a).

SEC. 322. APPLICATION AND EFFECT OF CHANGES IN ALLOCATIONS AND AGGREGATES.

(a) APPLICATION.—In the House of Representatives, any adjustments of alloca-

tions and aggregates made pursuant to this concurrent resolution shall—
(1) apply while that measure is under consideration;
(2) take effect upon the enactment of that measure; and
(3) be published in the Congressional Record as soon as practicable.

(b) EFFECT OF CHANGED ALLOCATIONS AND AGGREGATES.—Revised allocations
and aggregates resulting from these adjustments shall be considered for the pur-
poses of the Congressional Budget Act of 1974 as the allocations and aggregates con-
tained in this concurrent resolution.

(¢c) BUDGET COMMITTEE DETERMINATIONS.—For purposes of this concurrent reso-
lution, the budgetary levels for a fiscal year or period of fiscal years shall be deter-
mined on the basis of estimates made by the chair of the Committee on the Budget
of the House of Representatives.

(d) AGGREGATES, ALLOCATIONS AND APPLICATION.—In the House of Representa-
tives, for purposes of this concurrent resolution and budget enforcement, the consid-
eration of any bill or joint resolution, or amendment thereto or conference report
thereon, for which the chair of the Committee on the Budget makes adjustments
or revisions in the allocations, aggregates, and other budgetary levels of this concur-
rent resolution shall not be subject to the points of order set forth in clause 10 of
rule XXI of the Rules of the House of Representatives or section 301 of this concur-
rent resolution.

SEC. 323. ADJUSTMENTS TO REFLECT CHANGES IN CONCEPTS AND DEFINITIONS.

In the House of Representatives, the chair of the Committee on the Budget may
adjust the appropriate aggregates, allocations, and other budgetary levels in this
concurrent resolution for any change in budgetary concepts and definitions in ac-
cordance with section 251(b)(1) of the Balanced Budget and Emergency Deficit Con-
trol Act of 1985.

SEC. 324. ADJUSTMENTS TO REFLECT UPDATED BUDGETARY ESTIMATES.

In the House of Representatives, the chair of the Committee on the Budget may
revise the appropriate aggregates, allocations, and other budgetary levels in this
concurrent resolution to reflect any adjustments to the baseline made by the Con-
gressional Budget Office in March 2016.

SEC. 325. ADJUSTMENT FOR CERTAIN EMERGENCY DESIGNATIONS.

In the House of Representatives, the chair of the Committee on the Budget may
adjust the appropriate aggregates, allocations, and other budgetary levels for any
bill or joint resolution, or amendment thereto or conference report thereon, that des-
ignates an emergency under section 4(g)(2) of the Statutory Pay-As-You-Go Act of
2010.

SEC. 326. EXERCISE OF RULEMAKING POWERS.

The House of Representatives adopts the provisions of this title and title II—

(1) as an exercise of the rulemaking power of the House of Representatives,
and as such they shall be considered as part of the rules of the House of Rep-
resentatives, and such rules shall supersede other rules only to the extent that
they are inconsistent with such other rules; and

(2) with full recognition of the constitutional right of the House of Rep-
resentatives to change those rules at any time, in the same manner, and to the
same extent as is the case of any other rule of the House of Representatives.
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TITLE IV—RESERVE FUNDS IN THE HOUSE OF
REPRESENTATIVES

SEC. 401. DEFICIT-NEUTRAL RESERVE FUND TO REDUCE POVERTY AND INCREASE OPPOR-
TUNITY AND UPWARD MOBILITY FOR STRUGGLING AMERICANS.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for any bill or joint resolution, or amendment thereto or con-
ference report thereon, that reduces poverty and increases opportunity and upward
mobility for struggling Americans on the road to personal and financial independ-
ence by the amounts provided in such legislation for those purposes, if such legisla-
tion would neither adversely impact job creation nor increase the deficit over the
period of fiscal years 2017 through 2026.

SEC. 402. RESERVE FUND FOR THE REPEAL OF THE PRESIDENT’S HEALTH CARE LAW.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for the budgetary effects of any bill or joint resolution, or
amendment thereto or conference report thereon, that repeals the Affordable Care
Act and the health care related provisions of the Health Care and Education Rec-
onciliation Act of 2010.

SEC. 403. DEFICIT-NEUTRAL RESERVE FUND FOR PROMOTING HEALTH CARE REFORM.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for the budgetary effects of any bill or joint resolution, or
amendment thereto or conference report thereon, that promotes health care reform
if such measure would not increase the deficit over the period of fiscal years 2017
through 2026.

SEC. 404. DEFICIT-NEUTRAL RESERVE FUND FOR GRADUATE MEDICAL EDUCATION.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for any bill or joint resolution, or amendment thereto or con-
ference report thereon, if such measure reforms, expands access to, and improves
graduate medical education programs if such measure would not increase the deficit
over the period of fiscal years 2017 through 2026.

SEC. 405. DEFICIT-NEUTRAL RESERVE FUND FOR TRADE AGREEMENTS.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for the budgetary effects of any bill or joint resolution reported
by the Committee on Ways and Means, or amendment thereto or conference report
thereon, that such chair determines are necessary to implement a trade agreement,
and the budgetary levels for any companion measure that offsets such trade meas-
ure, if the combined cost of each measure would not increase the deficit over the
period of fiscal years 2017 through 2026.

SEC. 406. DEFICIT-NEUTRAL RESERVE FUND FOR REFORMING THE TAX CODE.

In the House of Representatives, if the Committee on Ways and Means reports
a bill or joint resolution that reforms the Internal Revenue Code of 1986, the chair
of the Committee on the Budget may revise the allocations, aggregates, and other
appropriate budgetary levels in this concurrent resolution for the budgetary effects
of any such bill or joint resolution, or amendment thereto or conference report there-
on, if such measure would not increase the deficit over the period of fiscal years
2017 through 2026.

SEC. 407. DEFICIT-NEUTRAL RESERVE FUND FOR REVENUE MEASURES.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for the budgetary effects of any bill or joint resolution reported
by the Committee on Ways and Means, or amendment thereto or conference report

thereon, that decreases revenue if such measure would not increase the deficit over
the period of fiscal years 2017 through 2026.

SEC. 408. DEFICIT-NEUTRAL RESERVE FUND FOR FEDERAL RETIREMENT REFORM.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for any bill or joint resolution, or amendment thereto or con-
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ference report thereon, if such measure reforms, improves, and updates the Federal
retirement system and would not increase the deficit over the period of fiscal years
2017 through 2026.

SEC. 409. DEFICIT-NEUTRAL RESERVE FUND FOR COAL MINER PENSION AND HEALTH CARE
FUNDS.

In the House of Representatives, the chair of the Committee on the Budget may
revise the allocations, aggregates, and other appropriate budgetary levels in this
concurrent resolution for any bill or joint resolution, or amendment thereto or con-
ference report thereon, to address the immediate funding shortfall in coal miner
pension and health care funds if such measure would not increase the deficit over
the period of fiscal years 2017 through 2026.

SEC. 410. RESERVE FUND FOR COMMERCIALIZATION OF AIR TRAFFIC CONTROL.

(a) IN GENERAL.—In the House of Representatives, the chair of the Committee
on the Budget may make the adjustments under subsection (b) for a bill or joint
resolution, or amendment thereto or conference report thereon, that commercializes
the operations of the air traffic control system if such measure reduces the discre-
tionary spending limits in section 251(c) of the Balanced and Emergency Deficit
Control Act of 1985 by the amount that was appropriated to the Federal Aviation
Administration for air traffic control.

(b) ADJUSTMENTS.—For the measure described in subsection (a), the chair of the
Committee on the Budget may adjust the section 302(a) allocations of the appro-
priate committees of jurisdiction by the amount of new budget authority provided
by such measure and outlays flowing therefrom, make corresponding changes to the
aggregate levels of new budget authority and outlays in this concurrent resolution,
and reduce the revenue aggregate in such resolution by the amount of the reduction
in revenue resulting from such measure.

TITLE V—ESTIMATES OF DIRECT SPENDING IN
THE HOUSE OF REPRESENTATIVES

SEC. 501. DIRECT SPENDING.

(a) MEANS-TESTED DIRECT SPENDING.—

(1) FINDINGS.—The House of Representatives finds the following:

(A) For means-tested direct spending, the average rate of growth in the
total level of outlays during the 10-year period preceding fiscal year 2017
is 7.3 percent.

(B) For means-tested direct spending, the estimated average rate of
growth in the total level of outlays during the 10-year period beginning
with fiscal year 2017 is 4.3 percent under current law.

(2) PrROPOSED REFORMS.—The following reforms are proposed under this
concurrent resolution by the House of Representatives for means-tested direct
spending:

(A) In 1996, a Republican Congress and a Democratic President re-
formed welfare by limiting the duration of benefits, giving States more con-
trol over the program, and helping recipients find work. In the 5 years fol-
lowing passage, child-poverty rates fell, welfare caseloads fell, and workers’
wages increased. This concurrent resolution assumes the enactment of pro-
posals to reduce poverty and increase opportunity and upward mobility for
struggling Americans on the road to personal and financial independence.
Based on the successful welfare reforms of the 1990s, these proposals would
improve work requirements and provide flexible funding for States to help
those most in need find gainful employment, escape poverty, and move up
the economic ladder.

(B) For Medicaid, this concurrent resolution is predicated on a frame-
work proposed by the chairs of the committees of jurisdiction of the House
of Representatives, to modernize and improve the program while increasing
State flexibility and protecting the most vulnerable populations. This con-
current resolution also assumes the repeal of the Medicaid expansions in
the President’s health care law.

(b) NONMEANS-TESTED DIRECT SPENDING.—

(1) FINDINGS.—The House of Representatives finds the following:

(A) For nonmeans-tested direct spending, the average rate of growth in
the total level of outlays during the 10-year period preceding fiscal year
2017 is 5.1 percent.
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(B) For nonmeans-tested direct spending, the estimated average rate of
growth in the total level of outlays during the 10-year period beginning
with fiscal year 2017 is 5.5 percent under current law.

(2) PROPOSED REFORMS.—For Medicare, this concurrent resolution advances
policies to put seniors, not the Federal Government, in control of their health
care decisions. Putting seniors in charge of how their health care dollars are
spent will encourage providers to compete against each other on price and qual-
ity. Improvements to Medicare are necessary to extend the life of the Federal
Hospital Insurance Trust Fund and protect the program for future generations.

TITLE VI—POLICY STATEMENTS IN THE
HOUSE OF REPRESENTATIVES

601. POLICY STATEMENT ON DEVELOPING A BOLD AGENDA.

(a) FINDINGS.—The House finds the following:

(1) Representative Paul D. Ryan of Wisconsin, the Speaker of the House of
Representatives, has called for a bold, pro-growth agenda to reestablish a con-
fident America.

(2) Today’s challenges require solutions based on the principles that have
served as the cornerstone of American strength, free enterprise, compassion,
and exceptionalism.

(3) On February 4, 2016, the Speaker announced the formation of 6 task
forces. Each task force will submit recommendations in the following areas:

(A) NATIONAL SECURITY.—This task force is responsible for developing
an overarching strategy and the required military capabilities to confront
21st century national security threats.

(B) Tax REFORM.—This task force will seek to create jobs, grow the
economy, and raise wages by reducing tax rates, removing special interest
exceptions, and making the tax code simpler and fairer.

(C) REDUCING REGULATORY BURDENS.—This task force is charged with
reducing bureaucracy in the regulatory system, facilitating investment and
productivity, constructing infrastructure, and removing regulatory obstacles
on small businesses and employers. These goals will be achieved while re-
taining protections for the environment, public safety, and consumer inter-
ests.

(D) HEALTH CARE REFORM.—This task force will review appropriate
methods to repeal and replace Obamacare with a patient-centered system
giving patients more choice and control, increasing quality, and reducing
costs.

(E) POVERTY, OPPORTUNITY, AND UPWARD MOBILITY.—This task force
will identify ways to strengthen the safety net and reform educational pro-
grams to make them more effective and accountable, help people move from
welfare to work, and empower productive lives.

(F) RESTORING CONSTITUTIONAL AUTHORITY.—This task force will strive
to reclaim power ceded to the executive branch by reforming the rule-
making process, checking agency authority, exercising the power of the
purse, and enhancing congressional oversight.

(4) This concurrent resolution promotes and advances an agenda to address
the Nation’s challenges.

(b) PoLicYy ON DEVELOPING A BOLD AGENDA.—It is the policy of this concurrent

resolution that the appropriate committees of jurisdiction in the House should con-
sider in the 115th Congress recommendations developed by the Speaker’s task
forces on health care reform; reducing regulatory burdens; poverty, opportunity, and
upward mobility; national security; tax reform; and restoring constitutional author-

ity.

SEC.

602. POLICY STATEMENT ON A BALANCED BUDGET AMENDMENT.

(a) FINDINGS.—The House finds the following:

(1) The Government will collect approximately $3.4 trillion in taxes, but
spend more than $3.9 trillion to maintain its operations, borrowing 14 cents of
every Federal dollar spent.

(2) At the end of 2015, the national debt of the United States was more
than $18.9 trillion.

(3) A majority of States have petitioned the Government to hold a constitu-
tional convention to adopt a balanced budget amendment to the Constitution.
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(4) Forty nine States have fiscal limitations in their State constitutions, in-
cluding the requirement to annually balance the budget.

(5) Numerous balanced budget amendment proposals have been introduced
on a bipartisan basis in the House. Currently in the 114th Congress, 17 joint
resolutions proposing a balanced budget amendment have been introduced, in-
cluding a resolution offered by Representative Dave Brat of Virginia and a reso-
lution offered by Representative Tom McClintock of California.

(6) In the 111th Congress, the House considered H. J. Res. 2, sponsored by
Representative Robert W. Goodlatte of Virginia, although it received 262 aye
votes, it did not receive the two-thirds required for passage.

(7) In 1995, a balanced budget amendment to the Constitution passed the
House with bipartisan support, but failed to pass by one vote in the United
States Senate.

(8) Four States, including Georgia, Alaska, Mississippi, and North Dakota,
have agreed to the Compact for a Balanced Budget, which is seeking to amend
the Constitution to require a balanced budget through an Article V convention
by April 12, 2021.

(b) PoLicY ON A BALANCED BUDGET CONSTITUTIONAL AMENDMENT.—It is the
policy of this concurrent resolution that Congress should propose a balanced budget
constitutional amendment for ratification by the States.

SEC. 603. POLICY STATEMENT ON REFORMING THE CONGRESSIONAL BUDGET PROCESS.

(a) FINDINGS.—The House finds the following:

(1) Enactment of the Congressional Budget and Impoundment Control Act
of 1974 was the first step toward restoring constitutionally endowed legislative
responsibility over fundamental budget decision making.

(2) The Congressional Budget Act of 1974 specifically set forth its purposes
in section 2. It was designed to—

(A) establish congressional control over the budget process;

(B) provide for annual congressional determination of a level of taxes
and spending;

(C) set important national budget priorities; and

(D) find methods to facilitate the access of Members of Congress to the
most accurate, objective, and high-quality information available to assist
them in discharging their duties.

(3) However, the congressional budget process has neither constrained
spending nor inhibited the expansion of Government. The growth of the Govern-
ment, primarily through a multiplicity of mandatory programs and other forms
of direct spending, has largely been financed through borrowing and high tax
rates.

(4) The enforcement of the current budget process, including congressional
points of order and statutory spending limits, have been too often waived or cir-
cumvented. This contributes to a lack of accountability, which has led to broad
agreement that reforming the system is a high necessity.

(b) PoLICY ON REFORMING THE CONGRESSIONAL BUDGET PROCESS.—It is the pol-
icy of this concurrent resolution that Congress should—

(1) restructure the fundamental procedures of budget decision making;

(2) reassert congressional power over spending and revenue, restore the bal-
ance of power between Congress and the President as the Congressional Budget
Act of 1974 intended, and attain the maximum level of accountability for budget
decisions through efficient and rigorous enforcement of budget rules;

(3) improve incentives for lawmakers to budget as intended by the Congres-
sional Budget Act of 1974, especially by adopting an annual budget resolution;

(4) encourage more effective control over spending, especially currently un-
controlled direct spending;

(5) revise the methodology used in developing the baseline, which is in-
tended to reflect an objective projection of the budgetary effects of current laws
and policies for future fiscal years, by removing any tendency toward assuming
higher spending levels;

(6) promote efficient and timely budget actions to ensure lawmakers com-
plete their budget actions before the start of the new fiscal year;

(7) provide access to the best analysis of economic conditions available and
increase awareness of how fiscal policy directly impacts economic growth and
job creation;

(8) eliminate the complexity of the budget process and the biases that favor
higher spending;

(9) include procedures that treat extensions of current tax laws on a com-
parable basis to the extension of mandatory programs; and
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(10) require procedures that make the budgetary effects of Government
policies on individual taxpayers more apparent, such as requiring the Presi-
dent’s annual budget submission to Congress provide an estimate of the pro
rated share of any projected debt for the current fiscal year to any individual
who files an income tax return.

(c) LEGISLATION.—The Committee on the Budget of the House intends to draft

legislation during the 114th Congress that rewrites the Congressional Budget and
Impoundment Control Act of 1974 to fulfill the goals of making the congressional
budget process more effective in ensuring taxpayers’ dollars are spent wisely and
efficiently. Such legislation shall—

SEC.

q (1) attain greater simplicity without sacrificing the rigor required to ad-
ress—
(A) the complex issues of the domestic and world economy;
(B) national security responsibilities; and
(C) the appropriate roles of rulemaking and statutory enforcement
mechanisms;
(2) establish a new structure that assures the congressional role in the
budget process is applied consistently without reliance on reactive legislating;
(3) improve the elements of the current budget process that have fulfilled
the original purposes of the Congressional Budget Act of 1974; and
(4) rebuild the foundation of the budget process to provide a solid basis
from which additional reforms may be developed.

604. POLICY STATEMENT ON ECONOMIC GROWTH AND JOB CREATION.

(a) FINDINGS.—The House finds the following:

(1) Although the United States economy technically emerged from recession
nearly 7 years ago, the subsequent recovery has felt more like a malaise than
a rebound. Real gross domestic product (GDP) growth since 2010 has averaged
just over 2 percent annually, well below the 3 percent historical trend rate of
growth in the United States. The Nation remains in the midst of the weakest
economic recovery of the modern era. Sluggish economic growth has also con-
tributed to the country’s fiscal woes because revenue levels are lower than they
would otherwise be while Government spending (including welfare and income-
support programs) is higher. There is dire need for policies that will initiate
higher rates of economic growth and greater, higher-quality job opportunities.

(2) Even more disturbing, estimates of future economic growth have been
falling in recent years. In 2010, the Congressional Budget Office (CBO) expected
real GDP to grow by a relatively brisk 3 percent annual average over the budg-
et window. In its latest economic forecast, CBO expects growth to average just
2.1 percent over the next decade. This anemic growth rate is insufficient to in-
crease job opportunities and incomes to acceptable levels.

(3) Although the overall trend of job gains has been solid of late, other as-
pects of the labor market remain relatively weak. For example—

(A) the labor force participation rate stands at just 62.9 percent, down
roughly 3 percentage points since early 2009, and near its lowest level since
1978;

(B) long-term unemployment remains a problem, and of the 7.8 million
people who are currently unemployed, slightly more than 2 million (28 per-
cent) have been unemployed for more than 6 months; and

(C) long-term unemployment erodes an individual’s job skills and de-
taches such individual from job opportunities, and undermines the long-
term productive capacity of the economy.

(4) Wage gains and income growth have been subpar for middle-class Amer-
icans. Average hourly earnings of private-sector workers have increased by 2.4
percent over the past year. Prior to the recession, growth in average hourly
earnings was tracking close to 4 percent. Similarly, average incomes have re-
mained flat in recent years. Real median household income has declined by
roughly $800 in 2014 to $53,657. This represents a sharp fall of 6.5 percent,
or $3,700, since 2007.

(5) The unsustainable fiscal trajectory casts a shadow on the country’s eco-
nomic outlook. Investors and businesses make decisions on a prospective basis.
They know that today’s high debt levels are simply tomorrow’s tax hikes, inter-
est rate increases, or inflation—and they act accordingly. This debt overhang,
and the uncertainty it generates, can weigh on growth, investment, and job cre-
ation.

(6) Nearly all economists, including those at CBO, conclude that reducing
budget deficits (thereby bending the curve on debt levels) is a net positive for
economic growth over time.
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(7) In contrast, if the Government remains on the current fiscal path, future
generations will face even-higher debt service costs, a decline in national sav-
ings, and a “crowding out” of private investment. This dynamic will eventually
lead to a decline in economic output and a diminution in our country’s standard
of living.

(8) The key economic challenge is determining how to expand the economic
pie, not how best to divide up and redistribute a shrinking pie.

(9) A stronger economy is vital to lowering deficit levels and eventually bal-
ancing the budget. According to CBO, if annual real GDP growth is just 0.1 per-
centage point higher over the budget window, deficits would be reduced by $327
billion.

(b) PoLicy oN EcoNomIC GROWTH AND JOB CREATION.—It is the policy of this
concurrent resolution to promote faster economic growth and job creation by em-
bracing pro-growth policies, such as fundamental tax reform, that will help foster
a stronger economy, greater opportunities, and more job creation. By putting the
budget on a sustainable path, this concurrent resolution ends the debt-fueled uncer-
tainty holding back job creators. Tax reform will put American businesses and work-
ers in a better position to compete and thrive in the 21st century global economy.
This concurrent resolution targets the regulatory red tape and cronyism that favor
special interests. The reforms in this concurrent resolution serve as a means to the
larger end of helping the economy grow and expanding opportunity for all Ameri-
cans.

SEC. 605. POLICY STATEMENT ON FEDERAL REGULATORY BUDGETING AND REFORM.

(a) FINDINGS.—The House finds the following:

(1) Excessive Federal regulation—

(A) has hurt job creation, investment, wages, competition, and economic
growth, slowing the Nation’s recovery from the economic recession and
harming American households;

(B) operates as a regressive tax on poor and lower-income households;

(C) displaces workers into long-term unemployment or lower-paying
jobs;

(D) adversely affects small businesses, the primary source of new jobs;
and

(E) impedes the economic growth necessary to provide sufficient funds
to meet vital commitments and reduce the Federal debt.

(2) Federal agencies routinely fail to identify and eliminate, minimize, or
mitigate excess regulatory costs through post-implementation assessments of
their regulations.

(3) The estimated cost of Federal regulations are as high as $1.88 to $2.03
trillion per year.

(4) The estimated annual level of Federal regulatory costs—

(A) equals roughly $15,000 per United States household, or 30 percent
of average household income;

(B) exceeds both individual and corporate Federal income rates; and

(C) exceeded 11 percent of United States gross domestic product in
2015.

(5) If regulatory costs represented an independent economy, the estimated
annual level of these costs would qualify as one of the world’s top 10 economies,
ranking between India and Russia, roughly equaling one-half of Germany’s
economy and 40 percent of Japan’s economy.

(6) Since President Obama’s inauguration in 2009, the administration has
issued more than 556,000 pages of regulations and accompanying documenta-
tion in the Federal Register, including 81,910 pages in 2015.

(7) Since 2009, the White House has imposed more than $728 billion in ad-
ditional Federal regulatory costs, with over $100 billion in further costs pro-
posed since the beginning of 2015.

(8) The United States Code of Federal Regulations now contains over
175,000 pages of regulations in 235 volumes.

(9) Notwithstanding the size and growth of Federal regulations, Congress
lacks an effective mechanism to manage the level of new Federal regulatory
costs imposed each year. Other nations, meanwhile, have successfully imple-
mented the use of regulatory budgeting to control excess regulation and regu-
latory costs.

(10) Federal regulatory agencies routinely fail to analyze both the costs and
benefits of new regulations.
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(11) While the Obama administration has routinely failed to analyze both
the costs and benefits of its new regulations, the United States has experienced
zero real wage growth since 2007.

(12) While the Obama administration has sharply increased Federal regu-
latory costs, it has produced the weakest recovery from economic recession since
World War II.

(13) If the Obama administration had produced even an average recovery,
Americans would have six million more jobs. Instead, labor force participation
is near historic lows and over 90 million Americans over the age of 16 are out
of the workforce.

(14) Dodd-Frank (Public Law 111-203) alone has resulted in more than
$39.3 billion in regulatory compliance costs and has imposed as much as 76.6
million hours of proposed and final regulatory compliance paperwork on job cre-
ators.

(15) Implementation of the Affordable Care Act has resulted in 177.9 mil-
lion annual hours of regulatory compliance paperwork, $37.1 billion of regu-
latory compliance costs on the private sector, and $13 billion in regulatory com-
pliance costs on the States.

(16) Agencies impose costly regulations without relying on sound science
through the use of judicial consent decrees and settlement agreements and the
abuse of interim compliance costs imposed on regulated entities that bring legal
challenges against newly promulgated regulations.

(17) The highest regulatory costs come from rules issued by the Environ-
mental Protection Agency (EPA). Among major new and proposed EPA regula-
tions are those that would vastly expand EPA’s control of land use through
Clean Water Act permitting programs, commonly referred to as the Waters of
the United States (WOTUS) rule; limit development in counties in nearly every
State under Clean Air Act ozone regulations; and impose a de-facto ban on new
United States coal-fired power plants.

(18) EPA’s power plant rules exemplify the impact of excessive regulation.

(19) In June 2014, the EPA proposed a rule to cut carbon pollution from
the Nation’s power plants. The proposed standards are unachievable with cur-
rent commercially available technology, resulting in a de-facto ban on new coal-
fired power plants.

(20) Coal-fired power plants provide roughly 40 percent of the United States
electricity at a low cost. Unfairly targeting the coal industry with costly and
unachievable regulations will increase energy prices, disproportionately
disadvantaging energy-intensive industries like manufacturing and construc-
tion. This will make life more difficult for millions of low-income and middle
class families already struggling to pay their bills.

(21) Three hundred thirty coal units are proposed for retirement or conver-
sion as a result of EPA regulations. Combined with the defacto prohibition on
new plants, these retirements and conversions may further increase the cost of
electricity.

(22) A recent study by Energy Ventures Analysis Inc., an energy market
analysis group, estimates the average energy bill in West Virginia will rise $750
per household by 2020, due in part to EPA regulations. West Virginia receives
95 percent of its electricity from coal.

(23) The Heritage Foundation found that a phase out of coal would cost
600,000 jobs by the end of 2023, resulting in an aggregate gross domestic prod-
uct decrease of $2.23 trillion over the entire period and reducing the income of
a family of 4 by $1,200 per year. Of these jobs, 330,000 will come from the man-
ufacturing sector, with California, Texas, Ohio, Illinois, Pennsylvania, Michigan,
N}e;vir York, Indiana, North Carolina, Wisconsin, and Georgia seeing the highest
job losses.

(b) PoLiCY ON FEDERAL REGULATORY BUDGETING AND REFORM.—It is the policy
of this concurrent resolution that the House should, in consultation with the public,
consider legislation that—

(1) promotes—

(A) economic growth, job creation, higher wages, and increased invest-
ment by eliminating unnecessary red tape and streamlining, simplifying
and lowering the costs of Federal regulations; and

(B) the adoption of least-cost regulatory alternatives to meet the objec-
tives of Federal regulatory statutes;

(2) protects—

(A) the poor and lower-income households from the regressive effects of
excessive regulation; and
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(B) workers against the unnecessary elimination of jobs and loss or re-
duction of wages;
(3) requires—

(A) an annual, congressional regulatory budget that establishes annual
costs of regulations and allocates these costs amongst Federal regulatory
agencies;

(B) cost-benefit and regulatory impact analysis for new regulations pro-
posed and promulgated by all Federal regulatory agencies;

(C) advance notice of proposed rulemaking and makes evidentiary hear-
ings available for critical disputed issues in the development of new major
regulations;

(D) congressional approval of all new major regulations before the regu-
lations can become effective, ensuring that Congress can better prevent the
imposition of unsound costly new regulations; and

(E) post-implementation cost-benefit analysis of all new major regula-
tions on at least a decennial basis, to ensure that regulations operate as
intended and impose no more costs than necessary;

(4) strengthens—

(A) requirements to assure the use and disclosure of sound science, in-
cluding models, data, and other evidentiary information in the development
of new regulations;

(B) transparency in regulatory development and improves opportunities
for hearings on disputed issues in high-cost major rulemaking;

(C) requirements to avoid, minimize, and mitigate significant adverse
impacts of new major regulations on small businesses, the primary source
of new jobs;

(D) judicial review of legal, scientific, technical, and cost-benefit deter-
minations made by Federal regulatory agencies to support the promulgation
of new regulations;

(E) protections against unnecessary or abusive imposition of regulatory
compliance costs during litigation challenging the promulgation of new,
high-cost major regulation;

(F) protections against the abuse of regulatory consent decrees and set-
tlement agreements to force the unfair imposition of new regulations; and

(G) protections against the abuse of interim rulemaking;

(5) reduces—

(A) regulatory barriers to entry into markets and other regulatory im-
pediments to competition and innovation; and

(B) the imposition of new Federal regulation that duplicates, overlaps
or conflicts with State, local, and Tribal regulation or that impose unfunded
mandates on State, local, and Tribal governments; and
(6) eliminates the abuse of guidance to evade legal requirements applicable

to the development and promulgation of new regulations.

SEC. 606. POLICY STATEMENT ON TAX REFORM.

(a) FINDINGS.—The House finds the following:

(1) A world-class tax system should be simple, fair, and promote (rather
than impede) economic growth. The United States tax code fails on all 3 counts:
it is complex, unfair, and inefficient. The tax code’s complexity distorts decisions
to work, save, and invest, which leads to slower economic growth, lower wages,
and less job creation.

(2) Standard economic theory holds that high marginal tax rates lessen the
incentives to work, save, and invest, which reduces economic output and job cre-
ation. Lower economic output, in turn, mutes the intended revenue gain from
higher marginal tax rates.

(3) Roughly half of United States active business income and half of private
sector employment are derived from business entities (such as partnerships, S
corporations, and sole proprietorships) that are taxed on a “pass-through” basis,
meaning the income is taxed at individual rates rather than corporate rates.
Small businesses, in particular, tend to choose this form for Federal tax pur-
poses, and the highest Federal rate on such small business income can reach
nearly 45 percent. For these reasons, sound economic policy requires lowering
marginal rates on these pass-through entities.

(4) The top United States corporate income tax rate (including Federal,
State, and local taxes) is slightly more than 39 percent, the highest rate in the
industrialized world. Tax rates this high suppress wages, discourage investment
and job creation, distort business activity, and put American businesses at a
competitive disadvantage with foreign competitors.
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(5) By deterring potential investment, the United States corporate tax re-
strains economic growth and job creation. The United States tax rate differen-
tial fosters a variety of complicated multinational corporate practices intended
to avoid the tax, which have the effect of moving the tax base offshore, destroy-
ing American jobs, and decreasing corporate revenue.

(6) Recent and coming developments in the global arena, specifically the
Base Erosion and Profit Shifting (BEPS) project recommendations, heighten the
importance of the need to reform and modernize our international tax system
so that American businesses and workers are not disadvantaged.

(7) The “world-wide” structure of United States international taxation es-
sentially taxes earnings of United States firms twice, putting them at a signifi-
cant competitive disadvantage with competitors that have more competitive
international tax systems.

(8) Reforming the tax code would boost the competitiveness of United States
companies operating abroad and significantly reduce tax avoidance.

(9) The tax code imposes costs on American workers through lower wages,
consumers in higher prices, and investors in diminished returns.

(10) Increasing taxes to raise revenue and meet out-of-control spending
would sink the economy and Americans’ ability to save for their children’s edu-
cation and retirement.

(11) Closing tax loopholes to finance higher spending does not constitute
fundamental tax reform.

(12) Tax reform should curb or eliminate loopholes and use those savings
to lower tax rates across the board, not to fund more wasteful Government
spending. Washington has a spending problem, not a revenue problem.

(13) Many economists believe that fundamental tax reform, including a
broader tax base and lower tax rates, would lead to greater labor supply and
increased investment, which would have a positive impact on total national out-

put.
(b) PoLicy oN TAX REFORM.—It is the policy of this concurrent resolution that

Congress should enact legislation to comprehensively reform the tax code to promote
economic growth, create American jobs, increase wages, and benefit American con-
sumers, investors, and workers that—

SEC.

(1) simplifies the tax code to make it fairer to American families and busi-
nessles and reduces the amount of time and resources necessary to comply with
tax laws;

(2) substantially lowers tax rates for individuals and consolidates the cur-
rent seven individual income tax brackets into fewer brackets;

(3) repeals the Alternative Minimum Tax;

(4) reduces the corporate tax rate; and

(5) transitions the tax code to a more competitive system of international
taxation.

607. POLICY STATEMENT ON TRADE.

(a) FINDINGS.—The House finds the following:

(1) Opening foreign markets to American exports is vital to the United
States economy and beneficial to American workers and consumers. The Com-
merce Department estimates that every $1 billion of United States exports sup-
port more than 5,000 jobs here at home.

(2) The United States can increase economic opportunities for American
workers and businesses through the elimination of foreign trade barriers to
United States goods and services.

(3) Trade agreements have saved the average American family of four more
than $10,000 per year as a result of lower duties. Trade agreements also lower
the cost of manufacturing inputs by removing duties.

(4) American businesses and workers have shown that, on a level playing
field, they can excel and surpass international competition.

(5) When negotiating trade agreements, United States laws on Intellectual
Property (IP) protection should be used as a benchmark for establishing global
IP frameworks. Strong IP protections have significantly contributed to the
United States’ status as a world leader in innovation across sectors (including
in the development of life-saving biologic medicines). The data protections af-
forded to biologics under Federal law, including 12 years of data protection,
allow continued development of pioneering medicines to benefit patients both in
the United States and abroad. To maintain the cycle of innovation and achieve
21st century trade agreements, it is vital that our negotiators insist on the
highest standards for IP protections.

(b) PoLicYy ON TRADE.—It is the policy of this concurrent resolution—
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(1) to pursue international trade, global commerce, and a modern and com-
petitive tax system to promote domestic job creation;

(2) that the United States should continue to seek increased economic op-
portunities for American workers and businesses through high-standard trade
agreements that satisfy negotiating objectives, including—

(A) the expansion of trade opportunities;

(B) adherence to trade agreements and rules by the United States and
its trading partners, and

(C) the elimination of foreign trade barriers to United States goods and
services by opening new markets and enforcing United States rights; and

(3) that any trade agreement entered into on behalf of the United States
should reflect the negotiating objectives and adhere to the provisions requiring
improved consultation with Congress.

608. POLICY STATEMENT ON SOCIAL SECURITY.

(a) FINDINGS.—The House finds the following:

(1) More than 55 million retirees, individuals with disabilities, and sur-
vivors depend on Social Security. Since enactment, Social Security has served
as a vital leg of the “three-legged stool” of retirement security, which includes
employer provided pensions as well as personal savings.

(2) Lower-income Americans rely on Social Security for a larger proportion
of their retirement income. Therefore, reforms should take into consideration
the need to protect lower income Americans’ retirement security.

(3) The Social Security Trustees Report has repeatedly recommended that
Social Security’s long-term financial challenges be addressed soon. The financial
condition of Social Security and the threat to seniors and those receiving Social
Security disability benefits becomes more pronounced each year without reform.
For example—

(A) in 2022, the Disability Insurance Trust Fund will be exhausted and
program revenues will be unable to pay scheduled benefits;
(B) in 2034, the combined Old-Age and Survivors and Disability Trust

Funds will be exhausted, and program revenues will be unable to pay

scheduled benefits; and

(C) with the exhaustion of the Trust Funds in 2034, benefits will be cut
nearly 21 percent across the board, devastating those currently in or near
retirement and those who rely on Social Security the most.

(4) The recession and continued low economic growth have exacerbated the
looming fiscal crisis facing Social Security. The most recent Congressional
Budget Office (CBO) projections find that Social Security will run cash deficits
of more than $1.3 trillion over the next 10 years.

(5) The Disability Insurance program provides an essential income safety
net for those with disabilities and their families. According to CBO, between
1970 and 2012 the number of disabled workers and their dependent family
members receiving disability benefits has increased by more than 300 percent
from 2.7 million to over 10.9 million. This increase is not due strictly to popu-
lation growth or decreases in health. Scholars David Autor and Mark Duggan
have found that the increase in individuals on disability does not reflect a de-
crease in self-reported health. CBO attributes program growth to changes in de-
mographics and the composition of the labor force as well as Federal policies.

(6) In the past, Social Security has been reformed on a bipartisan basis,
most notably by the “Greenspan Commission”, which helped address Social Se-
curity shortfalls for more than a generation.

(7) Americans deserve action by the President and Congress to preserve and
strengthen Social Security to ensure that Social Security remains a critical part
of the safety net.

(b) PoLICY ON SOCIAL SECURITY.—It is the policy of this concurrent resolution

that the House should work on a bipartisan basis to make Social Security
sustainably solvent. This concurrent resolution assumes, under a reform trigger,
that—

(1) if in any year the Board of Trustees of the Federal Old-Age and Sur-
vivors Insurance Trust Fund and the Federal Disability Insurance Trust Fund
annual Trustees Report determines that the 75-year actuarial balance of the So-
cial Security Trust Funds is in deficit, and the annual balance of the Social Se-
curity Trust Funds in the 75th year is in deficit, the Board of Trustees should,
no later than September 30 of the same calendar year, submit to the President
recommendations for statutory reforms necessary to achieve a positive 75-year
actuarial balance and a positive annual balance in the 75th year, and any rec-
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ommendations provided to the President must be agreed upon by both Public

Trustees of the Board of Trustees;

(2) not later than December 1 of the same calendar year in which the Board
of Trustees submit their recommendations, the President should promptly sub-
mit implementing legislation to both Houses of Congress including rec-
ommendations necessary to achieve a positive 75-year actuarial balance and a
positive annual balance in the 75th year, and the majority leader of the Senate
and the majority leader of the House should introduce the President’s legisla-
tion upon receipt;

(3) within 60 days of the President submitting legislation, the committees
of jurisdiction should report a bill, which should be considered by the House or
Senate under expedited procedures; and

(4) legislation submitted by the President should—

(A) protect those in or near retirement;

(B) preserve the safety net for those who count on Social Security the
most, including those with disabilities and survivors;

(C) improve fairness for participants;

q (D) reduce the burden on and provide certainty for future generations;

an

(E) secure the future of the Disability Insurance program while ad-
dressing the needs of those with disabilities today and improving the deter-
mination process.

(c) PoLIiCcY ON DISABILITY INSURANCE.—It is the policy of this concurrent resolu-
tion that Congress and the President should enact legislation on a bipartisan basis
to reform the Disability Insurance program prior to its insolvency in 2022 and
should not raid the Social Security retirement system without reforms to the Dis-
ability Insurance system. This concurrent resolution assumes reform that—

(1) ensures benefits continue to be paid to individuals with disabilities and
their family members who rely on them;

(2) prevents an 11 percent across-the-board benefit cut;

(3) improves the Disability Insurance program; and

(4) promotes opportunity for those trying to return to work.

(d) PoLICY ON SOCIAL SECURITY SOLVENCY.—It is the policy of this concurrent
resolution that any legislation Congress considers to improve the solvency of the
Disability Insurance Trust Fund must also improve the long-term solvency of the
combined Old Age and Survivors Disability Insurance (OASDI) Trust Fund.

SEC. 609. POLICY STATEMENT ON REPEALING THE PRESIDENT’S HEALTH CARE LAW AND
PROMOTING REAL HEALTH CARE REFORM.
(a) FINDINGS.—The House finds the following:

(1) The President’s health care law put Washington’s priorities before those
of patients’. The Affordable Care Act (ACA) has failed to reduce health care pre-
miums as promised. Instead, the law mandated benefits and coverage levels, de-
nying patients the opportunity to choose the type of coverage that best suits
their health needs and driving up health coverage costs. A typical family’s
health care premiums were supposed to decline by $2,500; instead, average pre-
miums have increased by $3,775. A recent study conducted by the nonpartisan
Congressional Budget Office (CBO) estimates premiums to continue rising over
the next decade, projecting an average increase of 8 percent per year between
2016 and 2018, and increasing by nearly 60 percent by 2026.

(2) The President pledged, “If you like your health care plan, you can keep
your health care plan.” Instead, CBO now estimates 7 million Americans will
lose employment-based health coverage due to the President’s health care law,
further limiting patient choice.

(3) Then-Speaker of the House Pelosi stated that the President’s health care
law would create 4 million jobs over the life of the law and almost 400,000 jobs
immediately. Instead, CBO estimates that by 2025 Obamacare will reduce the
number of hours worked by approximately 2 million full-time equivalent work-
ers, mostly lower wage workers, compared with what would have occurred in
the absence of the law. Additionally, a study by the Mercatus Center at George
Mason University estimates that Obamacare will reduce employment by up to
3 percent, or about 4 million full-time equivalent workers.

(4) The President has charged the Independent Payment Advisory Board,
a panel of unelected bureaucrats, with cutting Medicare by an additional $36.4
billion over the next 10 years.

(5) Since the ACA was signed into law, the administration has repeatedly
failed to implement it as written. The President’s unilateral actions have re-
sulted in 43 changes, delays, and exemptions. The President has signed into law
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another 24 changes made by Congress. The Supreme Court struck down the
forced expansion of Medicaid; ruled the individual “mandate” could only be
characterized as a tax to remain constitutional; and rejected the requirement
that closely held companies provide health insurance to their employees even
if it violates the companies’ religious beliefs. More than 5 years after enactment,
the Supreme Court continues to evaluate the legality of how the President’s ad-
ministration has implemented the law. All of these changes prove the folly of
the underlying law; health care in the United States cannot be run from a cen-
tralized bureaucracy.

(6) The President’s health care law is unaffordable, intrusive, overreaching,
destructive, and unworkable. Its complex structure of subsidies, mandates, and
penalties perversely impact individuals, married couples, and families. Those
who previously had insurance along with those who did not have been funneled
into a new system that is providing less access to doctors and treatments. Mil-
lions of Americans have been added to a broken Medicaid system that is incapa-
ble of providing the care promised. Cuts made to Medicare to fund a new enti-
tlement are undermining the health security of seniors. Taxes and mandates
are distorting the insurance market and harming the broader economy, result-
ing in fewer jobs and less opportunity. By design, the President’s law puts
Washington at the center of our health care system, at the expense of patients,
families, physicians, and businesses. The ACA should be fully repealed, allowing
for real patient-centered health care reform that puts patients first, not Wash-
ington, DC.

(b) PoLicy oN PROMOTING REAL HEALTH CARE REFORM.—It is the policy of this
concurrent resolution that the President’s health care law should be fully repealed
and real health care reform should be enacted to enhance affordability, accessibility,
quality, innovation, choices, and responsiveness in coverage for all Americans. Real
health care reform should put patients, families, and doctors in charge, not Wash-
ington, DC, and encourage increased competition and transparency. Under the
President’s health care law, Government controls Americans’ health care choices.
Paiiient-centered reform should be enacted in accordance with the following prin-
ciples:

(1) AFFORDABILITY.—Real reform should ensure that all Americans, no mat-
ter their age, income, or health status, can afford health care coverage. Cur-
rently, those who receive insurance through an employer receive assistance
through the tax code, while those purchasing insurance on their own do not re-
ceive the same benefit. Individuals should not be priced out of the health insur-
ance market due to pre-existing conditions. Policies should provide protections
for patients with pre-existing conditions to guarantee affordable coverage, re-
ward those who maintain health coverage, create more equity between benefits
offered through employers to individuals and families purchasing coverage on
their own, and give States, who are better equipped to respond to the needs of
their communities, more control over insurance regulation. Individuals should
also be allowed to voluntarily join together to pool risk through mechanisms
such as Individual Health Pools and Small Employer Membership Associations
to gain the purchasing power of thousands.

(2) AccCESSABILITY.—Instead of Washington dictating the ways Americans
cannot use their health insurance, reforms should make health coverage more
portable. Individuals should be able to own their insurance and have it follow
them in and out of jobs throughout their career. Small business owners should
be permitted to band together across State lines through their membership in
bona fide trade or professional associations to purchase health coverage for their
families and employees at a low cost. This will increase small businesses’ bar-
gaining power, volume discounts, and administrative efficiencies while giving
them freedom from State-mandated benefit packages. Also, insurers licensed to
sell policies in one State should be permitted to offer them to residents in any
other State, and consumers should be permitted to shop for health insurance
across State lines, as they are with other insurance products online, by mail,
by phone, or in consultation with an insurance agent.

(3) QuAaLITY.—Incentives for providers to deliver high-quality, responsive,
and coordinated care will promote better patient outcomes and drive down
health care costs. Additionally, reforms that restore the patient-physician rela-
tionship by reducing administrative burdens will promote quality coverage for
all Americans and allow physicians to do what they do best—care for patients.
Reforms should also empower the patient by creating a marketplace for health
care, allowing providers to compete on cost and quality for the patients’ choice.

(4) CHOICES.—Individuals and families should be free to secure the health
care coverage that best meets their needs, rather than instituting one-size-fits-
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all directives from Federal bureaucracies such as the Internal Revenue Service,
the Department of Health and Human Services, and the Independent Payment
Advisory Board. Patient-centered health care should enhance, not diminish cov-
erage options for individuals. Additionally, patients are often unable to compare
costs for health care goods and services due to a lack of price transparency. The
inability of consumers to compare costs distorts the health marketplace at the
expense of patients by denying them the opportunity to make informed care de-
cisions, further reducing competition and only serving select special interests.

(5) INNOVATION.—Instead of stifling health care innovation, a reformed
health care system should encourage research, development, and innovation.
New technologies provide patients and providers with instant connection and
access to life saving diagnostic tools and treatments. Groundbreaking applica-
tions, software, and devices not only enhance the delivery of health care to be
more effective and efficient, but also less costly. Federal regulations, however,
too often slow and prevent widespread adoption of these medical advancements
and hinder the transformation of America’s health delivery system.

(6) RESPONSIVENESS.—Reform should return authority to States where pos-
sible to make the system more responsive to patients and their needs. Instead
of tying States’ hands with Federal requirements for Medicaid, the Government
should return control over to the States. Not only does the current Medicaid
program drive up Federal debt and threaten to bankrupt State budgets, but
States are better positioned to provide quality and affordable care to those who
are eligible for the program and to identify and eliminate waste, fraud and
abuse. Beneficiary choices in the State Children’s Health Insurance Program
(SCHIP) and Medicaid should be improved. States should offer private insur-
ance, Health Savings Accounts, and other competitive insurance options to their
Medicaid and SCHIP beneficiaries, but should not require enrollment.

(7) REFORMS.—Reforms should prevent lawsuit abuse and curb the practice
of defensive medicine, which significantly increase health care costs. The burden
of proof in medical malpractice cases should be based on compliance with best
practice guidelines, and States should be free to implement those policies to
best suit their needs.

610. POLICY STATEMENT ON MEDICARE.

(a) FINDINGS.—The House finds the following:

(1) More than 50 million Americans depend on Medicare for their health
security.

(2) The Medicare Trustees Report has repeatedly recommended that Con-
gress address Medicare’s long-term financial challenges. Each year without re-
form, the financial condition of Medicare becomes more precarious and the
threat to those in or near retirement more pronounced. According to the Medi-
care Trustees Report—

(A) the Hospital Insurance Trust Fund will be exhausted in 2030 and
unable to pay the full scheduled benefits;

(B) Medicare enrollment is expected to increase more than 50 percent
in the next two decades, as 10,000 baby boomers reach retirement age each
day;

(C) due to extended life spans, enrollees remain in Medicare three
times longer than at the outset of the program five decades ago;

(D) notwithstanding the program’s Trust Fund arrangement, current
workers’ payroll tax contributions pay for current Medicare beneficiaries;

(E) the number of workers supporting each beneficiary continues to fall;
in 1965, the ratio was 4.5 workers per beneficiary, and by 2030, when the
baby boom generation will have fully aged into the program, the ratio will
be only 2.3 workers per beneficiary;

(F) most Medicare beneficiaries receive about three dollars in Medicare
benefits for every one dollar paid into the program;

(G) Medicare is growing faster than the economy at a projected rate of
6 percent per year over the next 10 years; and

(H) by 2026, Medicare spending will reach nearly $1.3 trillion, almost
double the 2015 spending level of $634 billion.

(3) Failing to address Medicare’s collapsing finances will leave millions of
American seniors without adequate health security and younger generations
burdened with having to pay for these unsustainable spending levels.

(b) PoLicy oN MEDICARE REFORM.—It is the policy of this concurrent resolution

to save Medicare for those in or near retirement and strengthen the program for
future beneficiaries.
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(c) AsSUMPTIONS.—This concurrent resolution assumes transition to an im-

proved Medicare program that ensures—

SEC.

SEC.

(1) Medicare is preserved for current and future beneficiaries;

(2) future Medicare beneficiaries select, from competing guaranteed health
coverage options, a plan that best suits their needs, with support from a defined
contribution toward their premiums;

(3) traditional fee-for-service Medicare remains as a plan option;

(4) Medicare provides additional assistance for lower income beneficiaries
and those with greater health risks; and

(5) Medicare spending is put on a sustainable path and becomes solvent
over the long term.

611. POLICY STATEMENT ON MEDICAL DISCOVERY, DEVELOPMENT, DELIVERY, AND IN-
NOVATION.
(a) FINDINGS.—The House finds the following:

(1) For decades, the Nation’s commitment to the discovery, development,
and delivery of new treatments and cures has made the United States the bio-
medical innovation capital of the world, bringing life-saving drugs and devices
to patients and well over a million high-paying jobs to local communities.

(2) Americans were responsible for the first of many scientific discoveries,
including creating the first vaccine for polio and numerous other scientific and
medical breakthroughs that have improved and prolonged human health and
life for countless people in America and around the world.

(3) The United States has led the way in early discovery because of vision-
ary and determined innovators throughout the private and public sectors, in-
cluding industry, academic medical centers, and Federally funded activities,
such as the National Institutes of Health (NIH). United States leadership is
threatened, however, when other countries contribute more to basic research
from both public and private sources.

(4) The Organisation for Economic Cooperation and Development predicts
that China, for example, will outspend the United States in total research and
development by the end of the decade.

(5) Federal policies should foster investment in health care innovation.
America should maintain its world leadership in medical science by encouraging
competition in the delivery of cures and therapies to patients.

(b) PoLicY ON MEDICAL INNOVATION.—This concurrent resolution calls for—

(1) Congress to support the important work of medical innovators through-
out the country through continued strong funding for the agencies that engage
in life saving research and development; and

(2) Washington to unleash the power of innovation by removing obstacles
that impede the adoption of medical technologies - the bureaucracy and red-tape
in Washington too often hold back medical innovation, increasing rather than
decreasing costs, and prevent new lifesaving treatments from reaching patients.

612. POLICY STATEMENT ON PUBLIC HEALTH PREPAREDNESS.

(a) FINDINGS.—The House finds the following:

(1) The Nation’s ability to respond quickly and effectively to emergent
health care threats must be a top priority.

(2) Through international trade and travel, natural geographic barriers are
Eemoved, increasing the likelihood and speed of transmission for communicable

iseases.

(3) While the health care infrastructure enables rapid response to domestic
public health threats, the most effective and efficient way to protect American
lives from threats that emerge overseas is to halt the spread of disease before
it reaches America’s borders.

(4) United States leadership in international public health preparedness
and response is far reaching. Multiple agencies support activities to prevent, de-
tect, prepare for, and respond to emerging threats, as follows:

(A) The Department of Health and Human Services coordinates with
domestic agencies. For example—

(i) the Centers for Disease Control and Prevention serves as the
first line of defense in global disease detection by providing domestic
and international support through various activities, including coordi-
nating technical assistance with partners worldwide in disease preven-
tion and detection and providing a multitude of resources, including lo-
gistics, analytics, tracing of data and disease contacts, laboratory test-
ing, health education, and more;

(i) the National Institutes of Health conducts research activities
for treatments and vaccines for infectious diseases; and



324

(iii) the Biomedical Advanced Research and Development Authority
provides an integrated and systematic approach in developing and ac-
quiring the necessary medical resources in a public health emergency.
(B) The United States Agency for International Development assists

other nations in building infrastructure and health systems for surveil-

lance, identifying, and responding to infectious diseases.

(C) The Department of Defense maintains a surveillance and response
system, as well as a network of laboratories, domestically and abroad, that
support surveillance and research and development.

(5) Emerging infectious diseases are unpredictable and pose a continuous
threat. The United States must be vigilant and prepared to act at home and
abroad. For example—

(A) in 2003, the Severe Acute Respiratory Syndrome was first identi-
fied, and before the disease was contained, it spread to more than two
dozen countries in North and South America, Europe, and Asia;

(B) the HIN1 virus, a type of swine flu, caused a global flu pandemic
in 2009, killing thousands;

(C) in 2012, an outbreak of measles resulted in approximately 122,000
deaths; a disease that was declared to be eliminated from the United States
in 2010;

(D) Ebola was identified in West Africa in March of 2014; due to the
highly infectious nature of the disease, at the peak of the outbreak trans-
mission rates reached as high as a thousand new cases per week and re-
sulted in approximately 28,000 cases and over 11,000 deaths; and

(E) on February 1, 2016, the World Health Organization declared a
“Public Health Emergency of International Concern” due to potential health
risks posed by the Zika virus.

(b) PoLicy oN PuBLIiC HEALTH PREPAREDNESS.—It is the policy of this concur-

rent resolution that the House should, within available budgetary resources, provide
continued support for research, prevention, and public health preparedness pro-
grams to ensure the Nation’s ability to respond efficiently and effectively to poten-
tial public health threats.

SEC. 613. POLICY STATEMENT ON ADDRESSING THE OPIOID ABUSE EPIDEMIC.

(a) FINDINGS.—The House finds the following:

(1) Sixty-one percent of all drug overdose deaths in the United States were
related to opioids in 2014, primarily prescription pain relievers and heroin. Pre-
scription opioid overdose deaths have quadrupled since 1999, with 44 deaths
every day.

(2) The Centers for Disease Control and Prevention (CDC) has found that
people in rural counties are almost twice as likely to overdose on prescription
painkillers as those in large cities.

(3) One of the leading factors in the rise of opioid abuse is considered to
be the ready availability of prescription painkillers:

(A) From 1999 to 2013, the sale of prescription painkillers in the

United States quadrupled.

(B) In 2012, there were enough opioids prescribed for every adult in the

United States to each have their own one month’s supply.

(C) Nearly 2 million Americans reported opioid abuse or dependency in

2013.

(4) According to the CDC, every day nearly 7,000 people are treated in
emergency departments for using opioids in a manner other than as directed.

(5) Prescription opioid abuse is also associated with a rise in heroin use and
overdoses:

(A) From 2002 to 2013, heroin use in the United States nearly doubled,
and heroin-related overdose deaths nearly quadrupled.
(B) According to the CDC, “past misuse of prescription opioids is the
strongest risk factor for heroin initiation and use.”
(b) PoLicy oN OPIOID ABUSE.—It is the policy of this concurrent resolution that

combating opioid abuse, using available budgetary resources, is a high priority to
assist those who are suffering from this tragic epidemic. Congress, in a bipartisan
manner, should examine the Federal response to the opioid abuse crisis and support
essential activities, including rehabilitation, to reduce and prevent substance abuse.

SEC. 614. POLICY STATEMENT ON HIGHER EDUCATION AND WORKFORCE DEVELOPMENT OP-

PORTUNITY.

(a) FINDINGS ON HIGHER EDUCATION.—The House finds the following:
(1) A well-educated workforce is critical to economic, job, and wage growth.
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(2) Roughly 20 million students are enrolled in American colleges and uni-
versities.

(3) Over the past decade, tuition and fees have been growing at an
unsustainable rate. Between the 2005-2006 Academic Year and the 2015-2016
Academic Year, published tuition and fees at—

(A) public 4-year colleges and universities increased at an average rate
of 3.4 percent per year above the rate of inflation;

(B) public 2-year colleges and universities increased at an average rate
of 2.6 percent per year above the rate of inflation; and

(C) private nonprofit 4-year colleges and universities increased at an
average rate of 2.4 percent per year above the rate of inflation.

(4) Federal financial aid for higher education has dramatically increased.
The portion of the Federal student aid portfolio composed of Direct Loans, Fed-
eral Family Education Loans, and Perkins Loans with outstanding balances
grew by 135 percent between fiscal year 2007 and fiscal year 2015. This in-
creased spending has failed to make college more affordable.

(5) In his 2012 State of the Union Address, President Obama noted: “We
can’t just keep subsidizing skyrocketing tuition; we’ll run out of money.”

(6) American students are chasing ever-increasing tuition with ever-increas-
ing debt. According to the Board of Governors of the Federal Reserve System,
total student debt now stands at $1.3 trillion. This makes student loans the sec-
ond largest balance of consumer debt, after mortgage debt.

(7) Students are carrying large debt loads. Too many students fail to com-
plete college or end up defaulting on their loans due to high debt burdens and
a weak economy and job market.

(8) The Pell Grant program is on an unsustainable funding path. The Con-
gressional Budget Office projects that the program will experience a future
multi-billion funding gap that is predicted to increase in subsequent years in
the current budget window.

(9) Failure to address these problems will jeopardize young people’s access
to higher education because it will remain unaffordable.

(b) PoLicy ON HIGHER EDUCATION AFFORDABILITY.—It is the policy of this con-
current resolution to address the root drivers of tuition inflation and promote college
affordability by—

(1) targeting Federal financial aid to those most in need;

(2) streamlining aid programs to increase their effectiveness and make it
easier for students and families to assess their options for financing postsec-
ondary education;

(3) putting the Pell Grant program on a more stable path and maintaining
the maximum Pell grant award level of $5,815 in each year of the budget win-
dow; and

(4) removing regulatory barriers in higher education that increase costs,
limit access, and restrict innovative teaching, particularly non-traditional mod-
els such as online course work and competency-based learning.

(c) FINDINGS ON WORKFORCE DEVELOPMENT.—The House finds the following:

(1) 7.8 million Americans are currently unemployed.

(2) Despite billions of dollars in spending, those looking for work are sty-
mied by a broken workforce development system that fails to connect workers
with assistance and employers with trained personnel.

(3) The House Committee on Education and the Workforce successfully con-
solidated 15 job-training programs in the recently enacted Workforce Innovation
and Opportunity Act.

(d) PoLicy ON WORKFORCE DEVELOPMENT.—It is the policy of this concurrent
{’esolution to build on the success of the Workforce Innovation and Opportunity Act

y—
d(1) further streamlining and consolidating Federal job-training programs;
an

(2) empowering States with the flexibility to tailor funding and programs
to the specific needs of their workforce.

SEC. 615. POLICY STATEMENT ON THE DEPARTMENT OF VETERANS AFFAIRS.

(a) FINDINGS.—The House finds the following:

(1) For years, there has been serious concern regarding the Department of
Veterans Affairs (VA) bureaucratic mismanagement and continuous failure to
provide veterans timely access to health care.

(2) In 2015, for the first time, VA health care was added to Government
Accountability Office’s (GAO) “high-risk” list, due to mismanagement and over-
sight failures, which have resulted in untimely and inefficient health care. Ac-
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cording to GAO, “the absence of care and delays in providing care have harmed
veterans.”.

(3) The VA’s failure to provide timely and accessible health care to our vet-
erans is unacceptable. While Congress has done its part for more than a decade
by providing sufficient funding for the VA, the administration has mismanaged
these resources, resulting in proven adverse effects on veterans and their fami-
lies.

(b) PoLiCY ON THE DEPARTMENT OF VETERANS AFFAIRS.—It is the policy of this

concurrent resolution that—

SEC.

(1) the House Committee on Veterans’ Affairs continue its oversight efforts
to ensure the VA reassesses its core mission, including—
(A) reducing the number of bureaucratic layers;
(B) reducing the number of senior and middle managers;
(C) streamlining the disciplinary process;
(D) improving performance measure metrics;
(E) strengthening the administration and oversight of contractors; and
(F) supporting opportunities for veterans to pursue other viable options
for their health care needs; and
(2) the House Committee on Veterans’ Affairs and the Committee on the
Budget should continue to closely monitor the VA’s progress to ensure VA re-
sources are sufficient and efficiently provided to veterans.

616. POLICY STATEMENT ON FEDERAL ACCOUNTING.

(a) FINDINGS.—The House finds the following:

(1) Current accounting methods fail to capture and present in a compelling
manner the full scope of the Government and its fiscal situation.

(2) Most fiscal analyses produced by the Congressional Budget Office (CBO)
are conducted over a 10-year time horizon. The use of generational accounting
or a longer time horizon would provide a more complete picture of the Govern-
ment’s fiscal situation.

(3) The Federal budget currently accounts for most programs on a cash ac-
counting basis, which records revenue and expenses when cash is actually paid
or received. However, it accounts for loan and loan guarantee programs on an
accrual basis, which records revenue when earned and expenses when incurred.

(4) The Government Accountability Office has advised that accrual account-
ing may provide a more accurate estimate of the Government’s liabilities than
cash accounting for some programs, specifically insurance programs.

(5) Accrual accounting under the Federal Credit Reform Act of 1990 (FCRA)
understates the risk and thus the true cost of some Federal programs, including
loans and loan guarantees.

(6) Fair value accounting better reflects the risk associated with Federal
loan and loan guarantee programs by using a market based discount rate. CBO,
for example, uses fair value accounting to measure the cost of Fannie Mae and
Freddie Mac.

(7) In comparing fair value accounting to FCRA, CBO has concluded that
“adopting a fair-value approach would provide a more comprehensive way to
measure the costs of Federal credit programs and would permit more level com-
parisons between those costs and the costs of other forms of Federal assistance”.

(8) The Treasury Department, when reporting the principal financial state-
ments of the United States entitled Balance Sheet and Statement of Operations
and Changes in Net Position, may omit some of the largest projected Govern-
ment expenses, including social insurance programs. The projected expenses of
these programs are reported by the Treasury Department in a statement of So-
cial Insurance and Statement of Changes in Social Insurance Amounts.

(9) This concurrent resolution directs CBO to estimate the costs of credit
programs on a fair value basis to fully capture the risk associated with Federal
credit programs.

(b) PoLiCY ON FEDERAL ACCOUNTING METHODOLOGIES.—It is the policy of this

concurrent resolution that the House should, in consultation with CBO and other
appropriate stakeholders, reform government-wide budget and accounting practices
so Members and the public can better understand the fiscal situation of the United
States and the options best suited to improving it. Such reforms may include the
following:

(1) Providing additional metrics to enhance our current analysis by consid-
ering the Nation’s fiscal situation comprehensively, over an extended time hori-
zon, and how it affects Americans of various age cohorts.

(2) Expanding the use of accrual accounting where appropriate.
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(3) Accounting for certain Federal credit programs using fair value account-
ing to better capture market risk.
617. POLICY STATEMENT ON REDUCING UNNECESSARY AND WASTEFUL SPENDING.
(a) FINDINGS ON REDUCING UNNECESSARY AND WASTEFUL SPENDING.—The

House finds the following:

(1) The Government Accountability Office (GAO) has identified dozens of
examples of waste, duplication, and overlap in Federal programs.

(2) In its report to Congress on Government Efficiency and Effectiveness,
the Comptroller General has stated that addressing the identified waste, dupli-
cation, and overlap in Federal programs could “lead to tens of billions of dollars
of additional savings”.

(3) From 2011 through 2014, the GAO issued reports showing excessive du-
plication and redundancy in Federal programs including—

(A) 209 Science, Technology, Engineering, and Mathematics education
programs in 13 different Federal agencies at a cost of $3 billion annually;

(B) 200 overlapping Department of Justice grant programs with an an-
nual cost of $3.9 billion in 2010;

(C) 20 different Federal entities administer 160 housing programs and
other forms of Federal assistance for housing with a total cost of $170 bil-
lion in 2010;

(D) 17 separate Homeland Security preparedness grant programs that
spent $37 billion between fiscal years 2002 and 2011;

(E) 14 grant and loan programs and 3 tax benefits to reduce diesel
emissions that obligated at least $1.4 billion between fiscal years 2007 and
2011;

(F) 94 separate initiatives run by 11 different agencies to encourage
“green building” in the private sector;

(G) 23 agencies implemented approximately 670 renewable energy ini-
tiatives in fiscal year 2010 at a cost of nearly $15 billion; and

(H) 18 separate domestic food and nutrition assistance programs across
4 agencies at a cost of $90 billion in fiscal year 2010.

(4) The Government spends more than $80 billion each year for approxi-
mately 1,400 information technology investments. GAO has identified broad ac-
quisition failures, waste, and unnecessary duplication in the Government’s in-
formation technology infrastructure. Experts have estimated that eliminating
these problems could reduce costs by 25 percent or $20 billion.

(5) GAO has identified strategic sourcing as a potential source of spending
reductions. In 2011, GAO estimated that saving 10 percent of total Federal pro-
curement could generate more than $50 billion in savings annually.

(6) Federal agencies reported an estimated $125 billion in improper pay-
ments in fiscal year 2014.

(7) Under clause 2 of rule XI of the Rules of the House of Representatives,
each standing committee must hold at least one hearing during each 120-day
period following its establishment on waste, fraud, abuse, or mismanagement
in Government programs.

(b) PoLicY ON REDUCING UNNECESSARY AND WASTEFUL SPENDING.—It is the

policy of this concurrent resolution that—

SEC.

(1) each authorizing committee of the House should identify duplicative pro-
grams and make recommendations as to which programs should be reduced or
eliminated in its annual Views and Estimates submission to the Committee on
the Budget;

(2) the Committee on the Budget should aggressively investigate reports of
improper payments; and

(3) Federal agencies should be held accountable for their inability to reduce
such inappropriate expenditures.

618. POLICY STATEMENT ON DEFICIT REDUCTION THROUGH THE CANCELLATION OF
UNOBLIGATED BALANCES.
(a) FINDINGS.—The House finds the following:

(1) According to the most recent estimate from the Office of Management
and Budget, Federal agencies held $896 billion in unobligated balances at the
end of fiscal year 2015.

(2) These funds comprise both discretionary appropriations and authoriza-
tions of mandatory spending that remain available for expenditure.

(3) In many cases, agencies are provided appropriations that remain indefi-
nitely available for obligation.

(4) The Congressional Budget Act of 1974 requires the Office of Manage-
ment and Budget to make funds available to agencies for obligation and pro-
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hibits the administration from withholding or cancelling unobligated funds un-

less approved by an Act of Congress.

(b) PoLicy oN DEFICIT REDUCTION THROUGH THE CANCELLATION OF UNOBLI-
GATED BALANCES.—It is the policy of this concurrent resolution that—

(1) greater congressional oversight is required to review and identify poten-
tial savings from canceling unobligated balances of funds that are no longer
needed;

(2) the appropriate committees in the House should identify and review ac-
counts with unobligated balances and rescind such balances that would not im-
pede or disrupt the fulfillment of important Federal commitments;

(3) the House, with the assistance of the Government Accountability Office,
the Inspectors General, and appropriate agencies, should continue to review un-
obligated balances and identify savings for deficit reduction; and

(4) unobligated balances in dormant accounts should not be used to finance
increases in spending.

SEC. 619. POLICY STATEMENT ON RESPONSIBLE STEWARDSHIP OF TAXPAYER DOLLARS.

(a) FINDINGS.—The House finds the following:

(1) The budget of the House is $188 million less than it was when the Re-
publicans last attained the majority in 2011.

(2) The House has achieved significant savings by consolidating operations
and renegotiating contracts.

(b) POLICY ON RESPONSIBLE STEWARDSHIP OF TAXPAYER DOLLARS.—It is the pol-
icy of this concurrent resolution that—

(1) the House should be a model for the responsible stewardship of taxpayer
resources, and identify any savings that can be achieved through greater pro-
ductivity and efficiency gains in the operation and maintenance of House serv-
ices and resources, including printing, conferences, utilities, telecommuni-
cations, furniture, grounds maintenance, postage, and rent;

(2) the House should review policies and procedures for the acquisition of
goods and services to eliminate unnecessary spending;

(3) the Committee on House Administration should review the policies per-
taining to services provided to Members and committees of the House, and iden-
tify ways to reduce any subsidies paid for the operation of the House gym, bar-
bershop, salon, and the House dining room;

(4) no taxpayer funds should be used to purchase first class airfare or to
lease corporate jets for Members of Congress; and

(5) retirement benefits for Members of Congress should not include free,
taxpayer-funded health care for life.

SEC. 620. POLICY STATEMENT ON EXPENDITURES FROM AGENCY FEES AND SPENDING.

(a) FINDINGS.—The House finds the following:
(1) A number of Federal agencies and organizations have permanent au-
thority to collect and spend fees and other offsetting collections.
(2) The Office of Management and Budget estimated the total amount of
offsetting fees and offsetting collections to be $525 billion in fiscal year 2016.
(3) Agency budget justifications are, in some cases, not fully transparent
about the amount of program activity funded through offsetting collections or
fees. This lack of transparency prevents effective and accountable Government.
(b) PoLicY ON AGENCY FEES AND SPENDING.—It is the policy of this concurrent
resolution that Congress should reassert its constitutional prerogative to control
spending and conduct oversight. Congress should subject all agency fees received
from the public to annual appropriations or authorization legislation, except for such
fees that are for business-like activities or necessary to fund current operations.

SEC. 621. POLICY STATEMENT ON BORDER SECURITY.

(a) FINDINGS ON BORDER SECURITY.—The House finds the following:

(1) In fiscal year 2015, the United States Customs and Border Protection
apprehended 337,117 persons crossing our international borders illegally be-
tween the ports of entry. There is no statistical information to determine the
number of persons who were not apprehended and entered the country illegally.

(2) The Government Accountability Office has reported that while the num-
ber of apprehensions provides a proxy for the flow of illegal migration, it is not
a suitable measure of border security effectiveness.

(3) The Department of Homeland Security stopped reporting miles of the
border under operational control in 2011, but has failed to replace that measure
fvaith an alternative, or other reliable indicators that measure border security ef-
ectiveness.
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(b) PoLIiCcY ON BORDER SECURITY.—It is the policy of this concurrent resolution
that Congress should pass legislation bolstering our border security by—

(1) installing technology along the southern and northern borders of the
U.S., including tower-based surveillance, subterranean detection, radar surveil-
lance, unmanned aerial vehicles, and other resources in order to gain a full un-
derstanding of the threat and vulnerabilities along the border;

(2) constructing new fencing and replace ineffective fencing and barriers,
maintain or build vehicle access roads, and establish forward operating bases
along the southern border; and

(3) increasing the current levels of U.S. Customs and Border Protection Of-
ficers and U.S. Border Patrol Agents.

SEC. 622. POLICY STATEMENT ON PREVENTING THE CLOSURE OF THE GUANTANAMO BAY DE-
TENTION FACILITY.

(a) FINDINGS.—The House finds the following:

(1) The Guantanamo Bay detention facility is a critical tool in America’s
continuing fight against terrorism.
(2) Of the 653 Guantanamo Bay detainees that have left the facility, 117

(17.9 percent) are “confirmed” and 79 (12.1 percent) are “suspected of re-

engaging” in “terrorist or insurgent activities” according to the latest unclassi-

fied report issued in September 2015 by the Office of the Director of National

Intelligence.

(3) President Obama’s support of closing the Guantanamo Bay detention fa-
cility would significantly increase risk to our national security.

(b) PoLiCY ON PREVENTING THE CLOSURE OF THE GUANTANAMO BAY DETENTION
FAciLiTY.—This concurrent resolution supports policies, consistent with the Na-
tional Defense Authorization Act for Fiscal Year 2016 (Public Law 114-92), that
would prevent the—

(1) closure of the Guantanamo Bay detention facility;
(2) modifications of facilities in the United States to house Guantanamo

Bay detainees; and

(3) transfer or release of detainees to certain countries.

SEC. 623. POLICY STATEMENT ON REFUGEES FROM CONFLICT ZONES.

(a) FINDINGS.—The House finds the following:

(1) Since the Syrian civil war broke out in March 2011, an estimated 4.6
million Syrians have fled the country, with approximately 500,000 attempting
to seek asylum in Europe or elsewhere in the West, including the United States.

(2) According to the House Committee on Homeland Security report entitled
Syrian Refugee Flows: Security Risks and Counterterrorism Challenges, “the ad-
ministration proposal to resettle Syrian refugees in the United States will have
limited impact on alleviating the refugee crisis; however, it could have serious
ramifications for U.S. homeland security.”.

(3) In response to a letter from chair Michael McCaul of the House Com-
mittee on Homeland Security, the National Counterterrorism Center stated
that, “the refugee system, like all immigration programs, is vulnerable to exploi-
tation from extremist groups seeking to send operatives to the West.”.

(4) In 2011, the FBI arrested two Kentucky-based Iraqi refugees attempting
to send weapons and explosives from Kentucky to Iraq and conspiring to com-
mit terrorism while in Iraq. It was later discovered that a flaw in background
screening of Iraqi refugees allowed these two Al Qaeda-linked terrorists to settle
in Kentucky.

(5) On November 13, 2015, the Islamic State of Iraq and Syria (ISIS)
launched a terrorist attack targeting civilians in Paris, killing at least 129 peo-
ple, including one American. At least one of the attackers may have infiltrated
France using the cover of the unprecedented Syrian refugee flow into Europe.
(b) PoLICY ON REFUGEE SCREENING AND RESETTLEMENT.—It is the policy of this

concurrent resolution that the United States should suspend admission of refugees
from such high-risk areas as Syria and Iraq until it can ensure that terrorists can-
not exploit its refugee resettlement programs and vetting processes. While the
United States should continue its proud tradition of refugee resettlement, it should
make protecting Americans its highest priority before resettling additional refugees.

SEC. 624. POLICY STATEMENT ON MOVING THE UNITED STATES POSTAL SERVICE ON BUDG-
T.

(a) FINDINGS.—The House finds the following:

(1) The President’s Commission on Budget Concepts recommends that the
budget should “as a general rule, be comprehensive of the full range of Federal
activity”.
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(2) The Omnibus Reconciliation Act of 1989 (Public Law 101-239) moved
the United States Postal Service (USPS) off budget and exempted it from se-
questration.

(3) The USPS has a direct effect on the fiscal posture of the Government,
through—

(A) the receipt of direct appropriations of $96 million in fiscal year

2016,

(B) congressional mandates such as requirements for mail delivery
service schedules;
(C) incurring $15 billion in debt from the Treasury, the maximum per-
mitted by law;
(D) continued operating deficits since 2007;
(E) defaulting on its statutory obligation to prefund health care benefits
for future retirees; and
(F) carrying $125 billion in total unfunded liabilities with no foresee-
able pathway of funding these liabilities under current law.
(b) PoLicy oN MoVING THE USPS ON BUDGET.—It is the policy of this concur-
rent resolution that all receipts and disbursements of the USPS should be included
in the congressional budget and the budget of the Government.

SEC. 625. POLICY STATEMENT ON BUDGET ENFORCEMENT.

It is the policy of this concurrent resolution that the House should—

(1) adopt an annual budget resolution before spending and tax legislation
is considered in either House of Congress;

(2) assess measures for timely compliance with budget rules in the House;

(3) pass legislation to strengthen enforcement of the budget resolution;

(4) comply with the discretionary spending limits set forth in the Balanced
Budget and Emergency Deficit Control Act of 1985;

(5) prevent the use of accounting gimmicks to offset higher spending;

(6) modify scoring conventions to encourage the commercialization of Gov-
ernment activities that can best be provided by the private sector; and

(7) discourage the use of savings identified in the budget resolution as off-
sets for spending or tax legislation.

SEC. 626. POLICY STATEMENT ON UNAUTHORIZED APPROPRIATIONS.

(a) FINDINGS.—The House finds the following:

(1) Article I of the Constitution vests all legislative power in the Congress.

(2) Central to the legislative powers of Congress is the authorization of ap-
propriations necessary to execute the laws that establish agencies and programs
and impose obligations.

(3) Clause 2 of rule XXI of the Rules of the House of Representatives pro-
hibits the consideration of appropriations measures that provide appropriations
for unauthorized programs.

(4) More than $310 billion has been appropriated for unauthorized pro-
grams in fiscal year 2016, spanning 256 separate laws.

(5) Agencies such as the Department of State have not been authorized for
14 years.

(b) PoLicY ON UNAUTHORIZED APPROPRIATIONS.—In the House, it is the policy
of this concurrent resolution that rules relating to unauthorized appropriations
should be reviewed and reformed to ensure that unauthorized programs are either
reauthorized, reformed, or terminated.
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