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115TH CONGRESS REPORT
2d Session. HOUSE OF REPRESENTATIVES 115-816

CONCURRENT RESOLUTION ON THE BUDGET—
FISCAL YEAR 2019

ESTABLISHING THE BUDGET FOR THE UNITED STATES GOVERNMENT
FOR FISCAL YEAR 2019 AND SETTING FORTH APPROPRIATE BUDGETARY
LEVELS FOR FISCAL YEARS 2020 THROUGH 2028

JuLy 13, 2018.—Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

Mr. WOMACK, from the Committee on the Budget,
submitted the following

REPORT
together with
MINORITY VIEWS

[To accompany H. Con. Res. 128]






INTRODUCTION

The federal government’s financial health is critical, and the na-
tion is on the brink of a fiscal crisis. Spending is out of control, ris-
ing at unsustainable rates. Deficits continue to grow and are pro-
jected to exceed $1 trillion annually in just two years.! The govern-
ment’s publicly held debt, already at historically high levels, is on
course to reach the size of the entire economy within the decade.
The trust funds of the two major social insurance programs on
which millions of Americans depend—Social Security and Medi-
care—are approaching depletion, which will force deep and auto-
matic cuts in benefits, as required by law.2

These increases in spending, particularly mandatory spending,
deficits, and debt are unsustainable. House Republicans have long
warned that Congress must act in response to the warning signs
and create a sustainable path for the future. While the task is
daunting and made worse by years of inattention, it is possible to
change the current course and secure a brighter future for genera-
tions to come. However, in order to change course in the long-term,
Congress must commit to and make tough decisions about the na-
tion’s finances in the short-term.

This fiscal blueprint follows these guidelines:

e Balancing the Budget. The resolution draws a path toward a
balanced budget within nine years, without raising taxes. The
national debt is already an impediment to greater prosperity
and a threat to the security of future generations. This com-
mittee’s budget significantly reduces spending and reforms pro-
grams to put the government on a sustainable spending path.

e Promoting Economic Growth. This budget builds on the suc-
cesses of the Tax Cuts and Jobs Act, further promoting eco-
nomic growth and encouraging job creation. The pro-growth
policies in this budget include deficit reduction, spending re-
straint, welfare reform, Affordable Care Act repeal-and-replace
legislation, and regulatory reform. All can promote more robust
growth over the longer term.

o Ensuring a Strong National Defense. Defending America’s se-
curity is the highest priority of the federal government. To that
end, this budget supports robust funding of troop training,
equipment, compensation, and improved readiness.

o Improving the Sustainability of Medicare. Retirees should be
able to choose a health coverage plan best suited to their par-

1The Budget and Economic Outlook: 2018 to 2028, Congressional Budget Office, April 9, 2018,
https:/www.cbo.gov/publication/53651, Summary Table 2.
2The Budget and Economic Outlook: 2018 to 2028, Appendix C.
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ticular needs, rather than accept a set of benefits dictated by
Washington. The Medicare program should ensure doctors and
patients make health care decisions for themselves while pro-
moting competition among insurers to expand choices of cov-
erage and restrain costs. Reforms such as these will have the
added benefit of improving Medicare’s long-term financial con-
dition, ensuring it will be there for future generations.
Restoring the Proper Role of State and Local Governments. The
budget encourages the innovation and creativity outside Wash-
ington. Under this budget, states and localities would reclaim
their rightful authority to tailor programs in areas such as
education, transportation, welfare, and environmental steward-
ship. They possess not only the ability but also the will to re-
form and modernize programs that serve their citizens. The
laboratories of democracy, not the federal government, are
where these reforms should happen.

Reforming Government Programs while Improving Account-
ability. Every tax dollar collected by the federal government
was generated by private-sector economic activity. Responsible
stewardship of taxpayer dollars is a fundamental component of
the budget resolution. At every opportunity possible, the budg-
et reforms government programs and improves accountability
while generating better outcomes for Americans.
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THE LONG-TERM BUDGET OUTLOOK

The U.S. faces a perilous long-term fiscal trajectory. Publicly
held debt as a share of the economy is at 78 percent this year and
will rise to a whopping 96 percent of the economy over the next 10
years, according to Congressional Budget Office (CBO).1 That debt
share would be the highest since just after World War II in 1946
and would be more than twice the average level over the past 50
years. Under most long-term fiscal projections of current law, this
debt share of gross domestic product (GDP) will rise even higher
in subsequent decades as a result of out-of-control entitlement
spending, particularly in the Medicare program. This large increas-
ing debt is unsustainable because its growth exceeds that of the
overall economy. As a result, debt service costs will absorb an in-
creasing share of national income and the country will have to in-
crease borrowing each year, likely in the face of higher interest
rates, in order to fund ongoing services and support previous debt
commitments.

Currently, interest costs on the debt are relatively modest. How-
ever, they are set to explode in future years. As interest rates in-
crease from historically low levels and the country’s stock of debt
continues to rise, CBO predicts that net interest costs will nearly
triple from $316 billion in fiscal year 2019 to $915 billion by the
end of the 10-year budget window. In fact, annual interest pay-
ments on the national debt are poised to exceed annual defense
spending by 2023.

Increased public debt tends to soak up private domestic savings
and, therefore, “crowds out” private investment that would other-
wise help to grow the economy. Elevated debt levels also tend to
lead to higher government borrowing rates as investors become
more cautious about the country’s fiscal situation and its ability to
repay debt commitments. A sharp rise in interest rates would im-
mediately ripple throughout the economy. It would increase the
economy-wide cost of credit because nearly all consumer-borrowing
rates are linked in some respect to longer-term Treasury rates. As
Treasury rates increase, rates on mortgages, credit cards, and car
loans would soon follow. Higher interest rates and a crowding out
of private investment would ultimately have a severe, negative im-
pact on growth and jobs and would lead to a reduced standard of
living for future generations.

The main driver of long-term deficits and debt is ever-growing
mandatory government spending, such as in Medicare and Med-

1The 2018 Long-Term Budget Outlook, Congressional Budget Office, June 2018, https:/
www.cbo.gov/system/files/115th-congress-2017-2018/reports/53919-2018ltbo.pdf.
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icaid. It is imperative that policy makers in Congress work to re-
form such programs and lower mandatory spending over time in
order to keep the promise of future prosperity for all Americans.



MANDATORY SPENDING TRENDS AND
REFORMS

Background

Mandatory spending remains the fastest growing part of the
spending-driven sovereign debt crisis the nation faces.

The Congressional Budget Office (CBO) reports that total non-in-
terest mandatory spending in fiscal year 2017 was $2.52 trillion.
By fiscal year 2028, CBO expects mandatory spending will surge
to $4.52 trillion. This reflects an average annual growth rate of 5.5
percent—faster than both CBO’s projection of 2018 nominal eco-
nomic growth of 5.2 percent and CBO’s longer-term projection of
3.9-percent economic growth. Within overall non-interest manda-
tory spending, the two major social insurance programs are pro-
jected to continue growing faster than the economy as a whole; So-
cial Security (both Old-Age and Survivors Insurance and Disability
Insurance) is expected to increase from $939 billion in fiscal year
2017 to $1.8 trillion in fiscal year 2028 and Medicare from $591 bil-
lion in fiscal year 2017 to $1.3 trillion in fiscal year 2028.1

Over the past 10 years, major means-tested automatic spending
programs have grown from $430 billion in fiscal year 2008 to a pro-
jected $742 billion in fiscal year 2018. In the next decade, these
programs are expected to grow by 4.4 percent per year—from $785
billion in fiscal year 2019 to $1.1 trillion in fiscal year 2028.2

A number of factors contribute to these increases. The 2008 re-
cession caused significant increases in spending on low-income pro-
grams. Spending is projected to remain at elevated levels for sev-
eral programs—most notably, the Supplemental Nutrition Assist-
ance Program, or SNAP (formerly known as food stamps). Over the

ast 10 years, SNAP grew at 5.8 percent annually, increasing from
539 billion in fiscal year 2008 to a projected $69 billion in fiscal
year 2018. While this amount is projected to plateau over the next
10 years, it remains elevated compared to prerecession levels.3

Other programs have also seen large increases. Supplemental Se-
curity Income (SSI) was created as a needs-based program that
provides cash benefits to aged, blind, or disabled persons with lim-
ited income and assets. When the program began, the majority of
payments went toward the aged. As it matured, however, a much
greater percentage of beneficiaries were under the age of 18 or be-

1The Budget and Economic Outlook: 2018 to 2028, Congressional Budget Office, April 9, 2018,
https://www.cbo.gov/publication/53651.

2 Federal Mandatory Spending for Means-Tested Programs, 2008 to 2028, Congressional Budg-
et Office, June 1, 2018, https://www.cbo.gov/publication/53922.

3 Federal Mandatory Spending for Means-Tested Programs, 2008 to 2028.
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tween the ages of 18 to 64. Over the past decade, spending on SSI
has grown by 2.3 percent per year.4

The largest means-tested program in the federal budget is Med-
icaid, the federal-state low-income health program. Medicaid
spending, including spending for its related State Children’s Health
Insurance Program (SCHIP), almost doubled from $208 billion in
fiscal year 2008 to a projected $399 billion in fiscal year 2018.
Going forward on its current path, CBO projects federal Medicaid
and SCHIP spending will reach $671 billion in fiscal year 2028. Ab-
sent structural 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, Med-
icaid grew by 6.6 percent per year over the past 10 years, and it
is projected to average 5.5 percent growth annually over the next
10 years. This level of growth is clearly unsustainable.5

The Fiscal Year 2019 Budget

The fiscal year 2019 budget addresses both non-means-tested
and means-tested mandatory spending. Importantly, it tackles one
of the primary drivers of debt and deficits: the government’s health
programs. For Medicare, this budget advances policies to put sen-
iors, not the federal government, in control of their health care de-
cisions. This budget provides future retirees with the freedom to
choose a health 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 Ad-
vantage does today. This improved Medicare program would also
adopt the competitive structure of Part D, the prescription drug
benefit program, providing beneficiaries with a defined contribution
to purchase coverage and, through competition, deliver savings for
seniors in the form of lower monthly premium costs. Allowing sen-
iors to choose the best plan for themselves promotes competition
among health insurers on price and quality. This means the pro-
gram works better for patients and can be sustained for future gen-
erations of seniors.

For Medicaid, this budget converts the federal share of Medicaid
spending into per capita allotments, a reform advanced in the
American Health Care Act.6 This structure gives states the flexi-
bility to tailor their programs in ways that meet the unique needs
of their most vulnerable populations. The strategy would end the
misguided one-size-fits-all approach that ties the hands of state
governments trying to make their Medicaid programs as effective
as possible. This would also put Medicaid on a budget for the first
time since its creation. In addition, the budget proposes to advance
a work requirement for all able-bodied, non-elderly adults without
dependents who are enrolled in Medicaid. Work not only provides
a source of income and self-sufficiency, but it also has been dem-
on?trated as a valuable source of self-worth and dignity for individ-
uals.

4 Federal Mandatory Spending for Means-Tested Programs, 2008 to 2028.
5 Federal Mandatory Spending for Means-Tested Programs, 2008 to 2028.
6 American Health Care Act, H.R. 1628, 115th Cong. (2017).
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Additionally, in keeping with a recommendation from the Na-
tional Commission on Fiscal Responsibility and Reform, the budget
recommends federal employees—including Members of Congress
and their staffs—make greater contributions toward their own re-
tirement.

This budget is premised on the belief that the prospect of upward
mobility should be within the reach of every American, and that
priority must be given to maximizing the effectiveness of anti-pov-
erty programs across federal, state, and local governments. Con-
gress should remove barriers and obstacles preventing the most
vulnerable Americans from taking advantage of economic and edu-
cational opportunities. Wherever possible, government programs
should help these individuals climb the ladder of self-sufficiency
and join the middle class. By balancing the budget and reforming
means-tested entitlement programs, this resolution is designed to
accomplish exactly these goals.
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THE ECONOMY AND ECONOMIC
ASSUMPTIONS

The Current Economic Situation!

The rate of economic growth is closely linked to the state of the
federal budget. When Gross Domestic Product (GDP) growth is
strong, revenues are higher than they would otherwise be, while
spending (on welfare and safety net programs, for example) is
lower. According to the Congressional Budget Office (CBO), if pro-
ductivity growth, which is closely correlated with overall GDP
growth, is just 0.1 percentage point higher per year, the budget def-
icit would be lower by $228 billion over 10 years.2

Real GDP grew by 2.0 percent in the first quarter of 2018.3 That
was below the strong trend of the final three quarters of 2017.4
During that period, real GDP grew by an average of 3.0 percent,
the fastest clip since 2014.5 Still, most private-sector forecasters
are %redicting GDP growth of between 2.5 and 3.0 percent this
year.

Overall business investment grew by a healthy 10.4 percent at
an annual rate in the first quarter of this year.” Consumer spend-
ing, which accounts for roughly two-thirds of overall growth, grew
by a tepid 0.9 percent in the first quarter, which held back the
topline GDP number.® Most analysts, however, expect consumer
spending to rebound during the remainder of the year.

Monthly job growth has been encouraging so far in 2018, aver-
aging a solid 207,000 created jobs, while last year’s average month-

1All data from CBO in this chapter are sourced from: The Budget and Economic Outlook:
2018 to 2028, Congressional Budget Office, April 9, 2018, https://www.cbo.gov/publication/53651,
Table D-1. All data from the Blue Chip Consensus in this chapter are sourced from: Blue Chip
Economic Indicators: Top Analysts’ Forecasts of the U.S. Economic Outlook for the Year Ahead,
Blue Chip Consensus, vol. 43, no. 3, March 10, 2018, 14. All data from the Trump Administra-
tion in this chapter are sourced from: Office of Management and Budget,“Economic Assumptions
and Interactions with the Budget,” Analytical Perspectives for the President’s Fiscal Year 2019
Budget, the White House, https://www.whitehouse.gov/wp-content/uploads/2018/02/ap-2-assump-
tions-fy2019.pdf, Table 2-3.

2How Changes in Economic Conditions Might Affect the Federal Budget, Congressional Budg-
et Office, June 2018, https://www.cbo.gov/system/files/115th-congress-2017-2018/reports/54052-
cbos-rules-thumb.pdf, Table 2.

3Bureau of Economic Analysis, Department of Commerce, “National Income and Product Ac-
counts,” data release no. BEA 18-31, June 28, 2018, https:/www.bea.gov/newsreleases/national/
gdp/gdpnewsrelease.htm.

4 Bureau of Economic Analysis.

5Bureau of Economic Analysis.

6 The Honorable Jerome H. Powell, Chairman, Federal Reserve “Economic Projections of Fed-
eral Reserve Board Members and Federal Reserve Bank Presidents under Their Individual As-
sessments of Projected Appropriate Monetary Policy,” Presentation to the Federal Open Market
Committee, Federal Reserve, June 13, 2018, https:/www.federalreserve.gov/monetarypolicy/files/
fomcprojtabl20180613.pdf.

7Bureau of Economic Analysis.

8 Bureau of Economic Analysis.
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ly gain was about 180,000.° Meanwhile, the unemployment rate
has dipped below 4.0 percent (currently at 3.8 percent), the lowest
level since the year 2000.10

The labor force participation rate stands at 62.7 percent and re-
mains near its lowest level since the late 1970s.11 Wage gains re-
main moderate. Over the last twelve months, average hourly earn-
ings are up about 2.7 percent.’2 For comparison, prior to the Great
Recession, average hourly earnings were tracking closer to 3.5 per-
cent.

Crude oil prices have advanced sharply since last fall, rising 45
percent, and are currently trading just over $70 per barrel.l3 The
recent increase in price has been attributed to strong demand for
oil, caused by synchronized global growth, as well as reduced sup-
ply and geopolitical tensions in the Middle East.

The rate of inflation has been firming in recent months. Over the
past twelve months, the price index for personal consumption ex-
penditures (PCE) has increased by 2.3 percent, the strongest gain
in a year. The so-called “core” PCE index, which excludes energy
and food prices and serves as the Federal Reserve’s preferred infla-
tion gauge has increased 2.0 percent over the past year.14 These
levels of inflation are now more in line with the Federal Reserve’s
2-percent objective for inflation over the longer run.15

The Federal Reserve increased interest rates for the second time
this year in June. That marked the seventh rate hike since late
2015. Prior to that time, the Federal Reserve had been holding in-
terest rates near zero since the depths of the financial crisis in
2008. Looking ahead, the Federal Reserve has signaled that it will
continue to increase interest rates at a measured pace, thereby nor-
malizing monetary policy.

The yield on the 10-year Treasury note has increased sharply
since last fall. The 10-year Treasury note has hovered around the
3.0 percent level in recent weeks.1® That is up a considerable 70
basis points since last October; the +3.0 percent yields reached in
May marked the highest levels since 2014.

U.S. stock markets have been optimistic so far in 2018; the
Standard & Poor’s 500 is still up a large 20 percent since the be-
ginning of 2017.

The Economic Outlook

Attempting to forecast the year-by-year trajectory of the economy
over the next 10 years is an inherently difficult and imprecise exer-

9Bureau of Labor Statistics, U.S. Department of Labor, “Employment Situation Summary—
May 2018,” data release no. USDL-18-0916, June 1, 2018, https:/www.bls.gov/news.release/
empsit.nr0.htm.

10 Bureau of Labor Statistics.

11Bureau of Labor Statistics.

12 Bureau of Labor Statistics.

13 Myra P. Saefong and Rachel Koning Beals, “Oil Prices Climb, with U.S. Benchmark Holding
at Highest since 2014,” MarketWatch, June 28, 2018, https://www.marketwatch.com/story/oil-
prices-diverge-but-us-benchmark-holds-near-highest-since-2014-2018-06-28.

14 Bureau of Economic Analysis.

15Board of Governors of the Federal Reserve System, Monetary Policy Report, report to Con-
gress, February 23, 2018, https://www.federalreserve.gov/monetarypolicy/files/20180223-
mprfullreport.pdf.

16U.S. Department of Treasury, “Daily Treasury Yield Curve Rates,” accessed June 29, 2018,
https:/www.treasury.gov/resource-center/data-chart-center/interest-rates/Pages/
TextView.aspx?data=yieldYear&year=2018.
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cise. Not surprisingly, forecasters also differ sharply in their views
on the longer-term path of the U.S. economy.

CBO projects that real GDP growth will average a strong 3.0 per-
cent in 2018 and 2019; it sees that growth rate falling back to 1.5
percent by the middle of the decade, before flat lining at 1.8 per-
cent at the very end of the decade. Overall, CBO expects it to aver-
age just 1.8 percent over the 10-year budget window.

The Blue Chip consensus of private-sector forecasters is different
from CBO, but not by much. The Blue Chip sees real GDP growth
averaging about 2.7 percent in 2018 and 2019, but then falling
back to 2.1 percent by mid-decade and then flat lining at 2.0 per-
cent over the longer-term. Overall, the Blue Chip sees an average
of 2.1 percent real GDP growth over the 10-year budget window,
slightly above CBO projections.

The Trump Administration is the most optimistic among the
three forecasting groups as it assumes the full enactment of the
proposed policies in its budget.

The Administration sees real GDP growth averaging 3.0 percent
growth throughout the 10-year window. While this is well above
CBO and the Blue Chip consensus, it is in line with the long-term
average for annual U.S. real GDP growth.

All three forecasters see the unemployment falling over the next
few years before rising back to a more stable longer-term level.
CBO expects the unemployment rate to fall to an extremely low 3.3
percent in 2019, and then to rise back up to just under 5.0 percent
by the end of the decade. The Blue Chip consensus predicts that
the unemployment rate will decline to 3.6 percent in 2019 and then
rise back up to 4.5 percent over the longer-term. The Administra-
tion expects a similar trajectory. They predict the unemployment
rate will decline to 3.7 percent in 2019 and then rise to a long-term
level of 4.8 percent.

Price inflation is expected to firm a bit in the near term from
very low levels in recent years, but it will remain low by historical
standards. CBO expects that the consumer price index (CPI) will
drift up from 2.1 percent in 2017 to 2.5 percent mid-decade. It sees
inflation stabilizing at 2.4 percent in the long term. Similarly, the
Blue Chip consensus sees the rate of inflation flat lining at 2.3 per-
cent in the latter half of the decade. The Administration also ex-
pects inflation to stabilize at just 2.3 percent, despite its expecta-
tion of stronger GDP growth.

Interest rates have risen sharply over the past six months, and
the three forecasters all expect that rates will continue to rise at
a measured pace over the budget window. CBO expects that the 10-
year Treasury rate will increase to 3.7 percent over the long term.
Similarly, the Blue Chip consensus expects interest rates to pla-
teau around 3.8 percent by the end of the decade. The Administra-
tion sees a slightly more moderate increase, plateauing at 3.6 per-
cent for the latter half of the decade.

Economic Assumptions of the Budget Resolution

CBO projects real GDP to grow at an annual average rate of just
1.8 percent over the next 10 years. That is more than a full per-
centage point below the 3.0 percent average of the past 50 years.
This may partly be due to the fact that CBO assumes laws in place
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today will remain in place throughout the 10-year budget window
and therefore, that major program spending, as well as government
regulation, will unfold as called for in existing law. CBO’s projec-
tion also assumes the continuation of current regulatory regimes.
This current-law framework contributes to CBO’s moderate eco-
nomic forecast.

Customarily, the House budget resolution employs CBO’s eco-
nomic assumptions as its foundation, but this is not a requirement.
The House Committee on the Budget may use a different set of
projections if it chooses. The Committee has made that choice in
this case. The budget calls for significant policy changes—including
substantial reductions in deficits and debt, the Trump Administra-
tion’s planned regulatory reforms, and Obamacare repeal and re-
place legislation—that are expected to lead to improved economic
outcomes. The budget assumes the enactment of such policies and
the economic benefits they would generate. In turn, the effects of
improved economic performance are expected to “feed back” into
components of the budget, producing improved fiscal outcomes. Put
another way, the resolution rests on an economic forecast that in-
corporates the effects of the budget’s overall pro-growth strategy. It
is the same approach that presidents’ budgets have used for dec-
ades and is more fully explained in the next section, “Macro-
economic Feedback Effects of Pro-Growth Policies.”

Under this budget’s perspective, real GDP growth is expected to
average 2.6 percent over the budget window. This projected level
of real economic growth is higher than CBO (1.8 percent) and the
Blue Chip consensus (2.1 percent), but it is lower than the Admin-
istration’s growth assumption (3.0 percent). Essentially, the budget
resolution’s growth expectation of 2.6 percent lies at the mid-point
between CBO, Blue Chip, and the Administration.

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

[Calendar years]

E“Ziomf}e‘j 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Year to Year, Percent Change

Real GDP:
Administration Budget
(Feb. 2018) ............. 22 30 32 31 30 30 30 30 29 28 28 28
CBO (April 2018) ........ 23 30 29 20 15 15 16 17 18 17 18 18
Blue Chip (March
2018) i 23 28 25 19 19 21 21 21 20 20 20 20

Consumer Price Index:
Administration Budget

(Feb. 2018) ............. 21 21 20 23 23 23 23 23 23 23 23 23
CBO (April 2018) ........ 21 22 22 24 25 25 24 24 24 24 24 24
Blue Chip (March

2018) i 21 24 22 23 23 23 23 23 23 23 23 23

Annual Average, Percent

Unemployment Rate:
Administration Budget
(Feb. 2018) ............. 44 39 37 38 39 41 42 44 A5 48 48 A8
CBO (April 2018) ......... 44 38 33 36 41 46 47 48 48 49 48 48
Blue Chip (March
2018) oo 44 39 36 40 42 43 44 44 A5 45 45 A5
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TABLE 6.—ECONOMIC PROJECTIONS: ADMINISTRATION, CBO, AND PRIVATE FORECASTERS—
Continued
[Calendar years]

Estmated 018 2019 200 2021 2022 2023 2024 225 2% 2027 2028

3-Month Treasury Bill:
Administration Budget

(Feb. 2018) ............. 09 15 23 29 30 30 29 29 29 29 29 29
CBO (April 2018) ......... 09 19 29 36 38 36 31 28 27 27 27 28
Blue Chip (March

2018) v 09 19 26 27 28 29 29 29 30 30 30 30

10-Year Treasury Note:
Administration Budget

(Feb. 2018) ............. 23 26 31 34 36 37 37 36 36 36 36 36
CBO (April 2018) ......... 23 30 37 41 42 40 38 37 37 37 31 37
Blue Chip (March

2018) v 23 29 34 35 36 37 37 37 38 38 38 38

Sources: Congressional Budget Office, Office of Management and Budget, and Blue Chip Economic Indicators

TABLE 7.—ECONOMIC ASSUMPTIONS OF THE FISCAL YEAR 2019 BUDGET RESOLUTION

[Calendar years]

2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028

Year to Year, Percent Change

Real GDP:

HBC (May 2018) ... 30 32 24 23 24 26 28 29 24 26 26
Consumer Price Index:

HBC (May 2018) .....ccoccevrnneen. 22 22 24 25 25 24 24 24 24 24 24

Annual Average, Percent

Unemployment Rate:

HBC (May 2018) ... 38 33 36 41 46 47 48 48 49 48 48
3-Month Treasury Bill:
HBC (May 2018) .....c.cccerrrneen. 19 29 37 39 38 35 32 32 33 33 34

10-Year Treasury Note:
HBC (May 2018) .....cc.ccoevennce. 30 37 42 44 43 41 41 42 43 A3 44







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. For instance, a higher rate of gross domestic
product (GDP) growth can lead to lower projected spending if it
translates into reduced burdens on government safety net pro-
grams. It can also generate higher revenue due to increases in tax-
able incomes. Naturally, such a pattern would cause a reduction in
federal deficits and debt relative to current estimates. Conversely,
lower rates of growth can cause the opposite outcomes: higher rates
of spending increases and lower revenue growth.

Federal policies themselves—including tax policy, regulations,
and rising deficits and debt—can affect the economy’s potential to
grow. They can generate changes in economic performance that
“feed back” into budgetary outcomes. Consequently, fiscally respon-
sible policies that improve the economy’s long-term growth pros-
pects can help reduce the size of budget deficits over a given pe-
riod.

As noted in the previous section, this resolution is based on an
economic forecast that incorporates all of the pro-growth policies
advanced in this budget, including regulation reform, welfare re-
form, increased domestic energy production, and lower deficits and
debt. These initiatives are all a departure from the policies embed-
ded in current law.

Meanwhile, the Congressional Budget Office (CBO) is obligated
to produce an economic forecast that assumes an indefinite exten-
sion of current law, including the explosion of deficit and debt lev-
els over the next decade. This is partly why CBO is forecasting av-
erage real GDP growth of just 1.8 percent over the next 10 years,
which is well below the long-term average growth rate of 3.0 per-
cent in the U.S.1

The Committee believes that if all the pro-growth policies in the
budget resolution are enacted, real GDP growth would average 2.6
percent over the next 10 years. That would lead to much higher
revenue levels and reduce deficits by a total of roughly $1.7 trillion
over the budget window, relative to CBO’s baseline.

1The Budget and Economic Outlook: 2018 to 2028, Congressional Budget Office, April 9, 2018,
https:/www.cbo.gov/publication/53651.
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FUNCTION-BY-FUNCTION
PRESENTATION

FUNCTION 050: NATIONAL DEFENSE

Function Summary

The National Defense budget function (Function 050) includes
funds to compensate, train, maintain, and equip the military forces
of the United States. The majority of National Defense programs
are discretionary; they are funded through the annual appropria-
tions process. These programs include all military activities of the
Department of Defense (DOD) in addition to activities of the Na-
tional Nuclear Security Administration, such as environmental
clean-up of weapons production, research sites at the Department
of Energy (DOE), and other defense-related activities (primarily in
connection with counterterrorism). Mandatory spending within this
function primarily funds benefits for military retirees.

Funding for defense activities in support of the Global War on
Terrorism is reflected in Function 970: Overseas Contingency Oper-
ations/Global War on Terrorism, rather than in this account.

Summary of Committee-Reported Resolution

The resolution calls for $656.5 billion in budget authority and
$633.4 billion in outlays in fiscal year 2019. Of that total, discre-
tionary spending in fiscal year 2019 is $647.0 billion in budget au-
thority and $624.0 billion in outlays. Mandatory spending in fiscal
year 2019 is $9.5 billion in budget authority and $9.4 billion in out-
lays. The 10-year totals for budget authority and outlays are $7.2
trillion and $7.0 trillion, respectively. The discretionary levels for
fiscal year 2019 are consistent with the Bipartisan Budget Act of
2018, the Trump Administration’s fiscal year 2019 budget request,
afr‘ld thezrecently House-passed National Defense Authorization Act
of 2019.

Illustrative Policy Options

The House committees of jurisdiction—the Committee on Armed
Services and the Committee on Appropriations Subcommittee on
Defense—should continue effective oversight of the Department of
Defense to ensure resources are used efficiently to achieve desired
results. The Budget Committee’s authority applies solely to the

1 Bipartisan Budget Act of 2018, Pub. L. No. 115-123, 132 Stat. 64 (2018).
2 National Defense Authorization Act for Fiscal Year 2019, H.R. 5515, 115th Cong. (2018).
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budgetary parameters for each committee of jurisdiction. Some il-
lustrative options the committees of jurisdiction might consider in-
clude the following.

DISCRETIONARY SPENDING

Providing for the Common Defense. This budget preserves critical
defense spending to protect vital national interests today and to
modernize the military so that it can tackle tomorrow’s challenges,
including the ever-evolving threats in the Middle East and around
the globe. For fiscal year 2019, this budget resolution provides $647
billion in base defense discretionary funding. From fiscal year 2019
to fiscal year 2021, the Budget for a Brighter American Future
calls for a five percent annual increase to the base defense budget.
For the remainder of the budget window, this budget’s defense
spending continues to grow, ultimately reaching $736 billion in fis-
cal year 2028. This level is critical to providing the Department of
Defense with the resources it needs to address a readiness short-
fall. This funding will also ensure the United States can continue
to overmatch both current and future, traditional and non-tradi-
tional adversaries in lethality and overall competitive advantage.

Defense Industrial Base and Sustainment. A robust industrial
base is vital to military readiness and, therefore, the national secu-
rity of the United States. The sustainment industrial base is com-
prised of 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. Military facilities and the private sector should focus on
the areas in which each excels and enter into public-private part-
nerships, as appropriate, to save taxpayer dollars and increase
military readiness.

Workload should be one of the key drivers when managing de-
pots, arsenals, and ammunition plants to ensure the lowest pos-
sible cost to the taxpayer. These key provisions in existing law,
when vigorously enforced, will ensure that the vital security inter-
ests of the United States military are met through the maintenance
of a healthy defense industrial base.

Improving Defense Efficiency. Like all government agencies, the
Department of Defense has a responsibility to the taxpayer to care-
fully manage its resources. The 2010 National Defense Authoriza-
tion Act required the Department of Defense to be audit-ready by
the end of fiscal year 2017.3 While progress has been made, DOD
is still not fully auditable today. According to DOD Comptroller
David Norquist, “the Department will continue its plan to achieve
full auditability of all its operations, improving its financial proc-
esses, systems, and tool to understand, manage, and improve
cost.”* The Comptroller announced DOD will issue a report to Con-

3 National Defense Authorization Act for Fiscal Year 2010, Pub. L. No. 111-84, 123 Stat. 2190
(2009).

4 Department of Defense Audit and Business Operations Reform at the Pentagon, Before the
Senate Comm. On the Budget, 115th Cong. (March 7, 2018) (statement of the Honorable David
Norquist, Under Secretary of Defense (Comptroller) and Chief Financial Officer of the Depart-
ment of Defense), https:/www.budget.senate.gov/imo/media/doc/NORQUIST.FINAL%202018-03-
07%20SBC%20Norquist%20Statement_.pdf
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gress, including audit findings and remediation status, by June
2019.5

This budget commends Secretary of Defense James Mattis and
Comptroller Norquist for their efforts to execute the first depart-
ment-wide audit to examine every aspect of DOD from personnel
and real property to weapons, supplies, and bases. The Budget
Committee also commends the House Armed Services Committee
for its work in this area and encourages further oversight hearings
to ensure the Department of Defense maximizes the value of every
taxpayer dollar.

5Norquist Testimony.






FUNCTION 150: INTERNATIONAL
AFFAIRS

Function Summary

Function 150 includes spending for international development
and related programs, such as food security, humanitarian assist-
ance, and international security assistance. It also includes foreign
affairs, foreign information and exchange activities, and inter-
national financial programs. The primary departments and agen-
cies responsible for executing these programs are the U.S. Depart-
ment of Agriculture, U.S. Department of State, U.S. Department of
the Treasury, the U.S. Agency for International Development
(USAID), and the Millennium Challenge Corporation. The bulk of
discretionary spending within Function 150 is comprised of basic
operations at the State Department and foreign aid.

Funding for the State Department and USAID’s non-enduring ci-
vilian activities in support of the Global War on Terrorism is re-
flected in Function 970: Overseas Contingency Operations/Global
War on Terrorism.

Summary of Committee-Reported Resolution

The budget calls for $47.9 billion in budget authority and $43.6
billion in outlays in fiscal year 2019. Of that total, discretionary
spending totals $44.2 billion in budget authority and $47.3 billion
in outlays. Mandatory spending, which totals $3.7 billion in budget
authority and -$3.8 billion in outlays for fiscal year 2019, includes
loan guarantee programs, payments to the Foreign Service Retire-
ment and Disability Fund, and foreign-military sales programs.
The negative figures reflect receipts from foreign-military sales and
financing programs. The 10-year totals for budget authority and
outlays are $502.2 billion and $469.8 billion, respectively.

Illustrative Policy Options

The House committees of jurisdiction include the Committee on
Foreign Affairs and the Committee on Appropriations Sub-
committee on State, Foreign Operations, and Related Programs. To
ensure resources are used efficiently, this budget recommends con-
tinuing effective oversight of the State Department and related for-
eign operations. Some illustrative options the committees might
consider include the following.

(37)
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DISCRETIONARY SPENDING

Reform International Food Aid. Food aid is a critical tool in ad-
vancing American “security, economic, and humanitarian interests
throughout the international community.”! However, due to out-
dated program purchase and shipping requirements, the current
international food aid program is inefficient and often ineffective.
According to the Committee on Foreign Affairs, U.S. food aid is “too
expensive, takes too long to arrive, and at times does more long-
term damage than short-term good.”2 In early 2018, the Committee
on Foreign Affairs introduced the Food for Peace Modernization Act
and the Global Food Security Reauthorization Act of 2018.3,4, Both
bills are intended to reform facilitation of aid in order to improve
program outcomes and use of taxpayer dollars.

The ultimate goal should be for countries to become self-sus-
taining and less reliant on aid from the United States. With that
goal in mind, this budget recommends program reforms to maxi-
mize the benefit of every dollar spent on international food aid.
Suggested solutions include eliminating inefficiencies, increasing
purchasing power and shipping flexibility, and providing assistance
to developing countries. For example, the Food for Peace Mod-
ernization Act reduces the current U.S. purchase requirement from
93 percent to a 25 percent minimum.5 Shifting to this policy would
result in program savings and ultimately lead to more aid targeted
toward people in need.

Build Upon Broadcasting Board of Governors Reforms. In the
National Defense Authorization Act for Fiscal Year 2017 (NDAA),
several significant reforms were made to the management struc-
ture of the Broadcasting Board of Governors (BBG).¢ BBG is a
networked global media agency vital to national interests; it in-
forms, engages, and connects people around the world in support
of freedom and democracy. Under the new BBG structure, a chief
executive officer “would serve as the agency head, assuming all
leadership, management, and operational authorities, including the
key duty of acting as the firewall against political interference in
the networks’ journalism, ensuring the independence and integrity
of BBG broadcasters.”” The authorization also created a new
“Presidentially-appointed, five member, bipartisan Advisory Board,
which includes the Secretary of State that would replace the exist-
ing Board.”® These reforms streamlined BBG’s action plan on strat-
egy, content, and modernization of its five networks—Voice of
America, the Office of Cuba Broadcasting, Radio Free Europe/Radio
Liberty, Radio Free Asia, and the Middle East Broadcasting Net-
works—to counter near- and long-term propaganda threats against
the U.S.

1Letter from the Honorable Edward R. Royce, Chairman, House Comm. on Foreign Affairs,
Fiscal Year 2019 Views and Estimates, to the Honorable Steve Womack, Chairman, House
Comm. on the Budget (March 2, 2018) (on file with the House Comm. on the Budget).

2Comm. on Foreign Affairs, Views and Estimates.

3 Food for Peace Modernization Act of 2018, H.R. 5276, 115th Cong. (2018).

4Global Food Security Reauthorization Act of 2018, H.R. 5129, 115th Cong. (2018).

5Global Food Security Reauthorization Act of 2018.

6 National Defense Authorization Act for Fiscal Year 2017, Pub. L. No. 114-328, 130 Stat.
2000 (2017).

7Pub. L. No. 114-328.

8Pub. L. No. 114-328.
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It is critical that U.S. international broadcasting programs are
structured to respond properly to propaganda threatening Amer-
ican interests abroad. Particular attention should be paid to
disinformation launched and spread by America’s adversaries—in-
cluding Russia, Al-Qaeda, and the Islamic State. This budget en-
courages the Committee on Foreign Affairs to continue making
strides in this area.

Eliminate Funding for Peripheral Foreign Affairs Institutions.
The United States currently funds multiple independent agencies
and quasi-private institutions, including the Inter-American Foun-
dation and the East-West Center. These institutions engage in ac-
tivities that overlap with the State Department and USAID. For
example, the East-West Center was established in 1960 to promote
a better understanding between the U.S. and nations of the Asia
Pacific region. Over the past 57 years, a number of factors—includ-
ing the development of the Internet, increased trade, and cultural
diversity—have led to the creation of private institutions that serve
similar purposes.?

Consolidating and eliminating funding for institutions with simi-
lar missions and tasks will make U.S. international engagement
more efficient and cost-effective. In fact, some of these organiza-
tions already receive private funding and could continue success-
fully without federal funding.

Reduce Contributions to International Organizations and Pro-
grams. The United States makes voluntary contributions to more
than 40 multilateral organizations and programs, including the
United Nations Population Fund and the United Nations Develop-
ment Program. These funding streams are often duplicative. The
U.S. simultaneously funds these UN programs indirectly through
the Contributions to International Organizations and Programs ac-
count, which makes payments to organizations pursuant to treaties
and conventions signed by the United States. This budget con-
tinues funding support of treaty-bound organizations but reduces
voluntary funding made in the International Organizations and
Programs account.

9 Comm. on Foreign Affairs, Views and Estimates.






FUNCTION 250: GENERAL SCIENCE,
SPACE, AND TECHNOLOGY

Function Summary

The largest component of Function 250—comprising about half of
its total spending—is the space-flight, research, and supporting ac-
tivities of the National Aeronautics and Space Administration
(NASA). This function also contains general science funding, in-
cluding the budgets for the National Science Foundation (NSF) and
the Department of Energy’s (DOE) Office of Science.

Summary of Committee-Reported Resolution

The budget calls for $29.5 billion in budget authority and $31.5
billion in outlays in fiscal year 2019. Of that total, discretionary
spending totals $29.4 billion in budget authority and $31.4 billion
in outlays, and mandatory spending totals $142 million in budget
authority and $125 million in outlays. The 10-year totals for budget
authority and outlays are $328.1 billion and $326.0 billion, respec-
tively.

Illustrative Policy Options

The principal authorizing committee in this category is the
House Committee on Science, Space, and Technology. Funding is
provided by the Committee on Appropriations Subcommittees on
Commerce, Justice, Science, and Related Agencies. Below are rec-
ommended options the committees of jurisdiction may wish to con-
sider when making final policy and funding decisions.

DISCRETIONARY SPENDING

Restore Core Government Responsibilities. Spending on research
and development within NSF, DOE’s Office of Science, and NASA’s
Earth Science Division should be more transparent and should
clearly illustrate how each agency serves the national interest. In
response, this budget prioritizes resources for basic scientific re-
search. It recommends responsibly paring back applied and com-
mercial research and development and addressing areas of wasteful
spending that do not provide a high return on taxpayer investment.

Reduce Expenses for the Department of Homeland Security’s Di-
rectorate of Science and Technology. Much of the research done
within this office is duplicative of work conducted by other agen-
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cies. This budget recommends reductions in management and ad-
ministrative expenses for the Department of Homeland Security’s
Directorate of Science and Technology, while shifting funding to
frontline missions and capabilities.



FUNCTION 270: ENERGY

Function Summary

Discretionary spending in Function 270 includes many of the ci-
vilian energy and environmental programs within the Department
of Energy (DOE). It also includes funding for the operations of the
Nuclear Regulatory Commission (NRC). The majority of DOE’s dis-
cretionary budget is allocated to applied research and development
(R&D), commercialization, and deployment of energy technologies
in renewable energy, energy efficiency, fossil energy, nuclear en-
ergy, electricity delivery, and energy reliability. Mandatory spend-
ing in this category includes the remaining civilian energy and en-
vironmental programs at DOE. It also includes the Rural Utilities
Service of the Department of Agriculture, the Tennessee Valley Au-
thority, and the Federal Energy Regulatory Commission.

Summary of Committee-Reported Resolution

In fiscal year 2019, the budget calls for —$2.6 billion in budget
authority and $4.2 billion in outlays. Of that total, discretionary
spending totals —$1.3 billion in budget authority and $6.4 billion in
outlays, and mandatory spending totals —$1.2 billion in budget au-
thority and —$2.1 billion in outlays. The 10-year totals for budget
authority and outlays are —$2.6 billion and $1.3 billion, respec-
tively. The negative balances reflect the incoming repayment of
loans and receipts from the sale of electricity produced by federal
entities, which are accounted for as “negative spending,” as well as
rescissions of unobligated balances in green energy loan programs.

Illustrative Policy Options

The authorizing House committees for programs within Function
270 include: the Committee on Energy and Commerce, the Com-
mittee on Natural Resources, and the Committee on Science,
Space, and Technology. Funding is provided by the Committee on
Appropriations Subcommittee on Energy and Water Development,
and Related Agencies. Below are options the committees of jurisdic-
‘(ciion may wish to consider when making final policy and funding

ecisions.

DISCRETIONARY SPENDING

Reduce Funding for Commercial Research and Development. The
budget supports maintaining current funding levels for basic R&D
activities within DOE, while significantly reducing funding for ap-
plied R&D. Focusing on basic R&D allows DOE to zero in on cut-
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ting-edge discoveries in the physical sciences and leaves the appli-
cation, commercialization, and deployment of new technologies to
the private sector.

Rescind Unobligated Balances from the Title XVII Loan Guar-
antee Program. The budget recommends rescinding unobligated
balances in DOE’s Title XVII, Section 1703 loan guarantee pro-
gram. This Obama Administration, stimulus-era program provides
broad authority for DOE to issue loans for commercial and ad-
vanced technology projects. Only three loan guarantees have been
closed since the start of the program, all related to an $8 billion
fossil energy project to reduce greenhouse gas emissions. The gov-
ernment should continue to manage the existing portfolio of loan
guarantees, but it should not put additional tax dollars at risk by
issuing new loan guarantees. The federal government should re-
claim the remaining spending authority that DOE has not yet obli-
gated to ensure that taxpayers are not exposed to further financial
risk.

Rescind Unobligated Balances from the ATVM Direct Loan Pro-
gram. The budget recommends rescinding unobligated balances in
DOE’s Section 136 Advanced Technology Vehicles Manufacturing
(ATVM) direct loan program. ATVM was created in 2007—and bol-
stered during the 2009 stimulus—to provide incentives to car man-
ufacturers to produce more fuel-efficient vehicles. This stimulus-era
program is no longer a productive or critical use of taxpayer fund-
ing. Only five loans have been closed under this authority, and
since 2011, no new loans have closed. While DOE should continue
to provide responsible management and oversight for the existing
loan portfolio, the federal government should rescind the remaining
loan authority and protect the taxpayer from future losses.

MANDATORY SPENDING

Rescind Unobligated Balances from DOE’s Green Energy Pro-
grams. Since implementation of the American Recovery and Rein-
vestment Act of 2009, commonly known as the stimulus, DOE’s
green energy loan programs have led to numerous failures. Exam-
ples include Solyndra and Abound Solar, which have wasted bil-
lions of taxpayer dollars. This budget would reclaim all of DOE’s
unobligated spending authority, ensuring taxpayers are not ex-
posed to further risk for renewable energy projects that would not
otherwise be market-viable.

Repeal Stimulus-Driven Borrowing Authority Specifically for
Green Transmission. This budget calls for repeal of the borrowing
authority in the Western Area Power Administration’s Trans-
mission Infrastructure Program, which provides loans to develop
new transmission systems aimed solely at integrating renewable
energy. This authority was established in the 2009 stimulus. The
nation’s investments in transmission assets are best carried out by
the private sector, and this budget recommends the rescission of
the program’s unobligated funds.



FUNCTION 300: NATURAL RESOURCES
AND ENVIRONMENT

Function Summary

The discretionary programs in Function 300 relate to the con-
servation of natural resources and the environment. The activities
in this function include maintaining infrastructure, dams, coast-
land, and waterways; sustaining fish, birds, and other wildlife;
managing national parks and forests; and providing daily weather
forecasts.

The major mandatory programs in this function are conservation
programs authorized in the Farm Bill, outlays from programs sup-
ported by excise taxes, and Superfund activities. The departments
and agencies under Function 300 are the Department of the Inte-
rior (DOI), the Environmental Protection Agency (EPA), the Army
Corps of Engineers, the U.S. Forest Service and other conservation
and land management activities within the Department of Agri-
culture (USDA), and the water resources and conservation activi-
ties of the National Oceanic and Atmospheric Administration
(NOAA). Notable agencies within DOI include the Bureau of Land
Management, the National Park Service, the Bureau of Indian Af-
fairs, the U.S. Fish and Wildlife Service, and the Bureau of Rec-
lamation.

Summary of Committee-Reported Resolution

The budget calls for $52.2 billion in budget authority and $37.6
billion in outlays in fiscal year 2019. Of that total, discretionary
spending totals $52.6 billion in budget authority and $37.3 billion
in outlays, and mandatory spending totals -$386 million in budget
authority and $321 million in outlays. The 10-year totals for budget
authority and outlays are $575.5 billion and $423.2 billion, respec-
tively.

Illustrative Policy Options

The principal House authorizing committees in this function are
the Committee on Natural Resources, the Committee on Agri-
culture, and the Committee on Transportation and Infrastructure.
Funding is provided primarily by the Committee on Appropriations
Subcommittee on Interior, Environment, and Related Agencies,
Subcommittee on Energy and Water Development, and Related
Agencies, and Subcommittee on Agriculture, Rural Development,
Food and Drug Administration, and Related Agencies. Below are
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options the committees of jurisdiction may wish to consider when
making final policy and funding decisions.

DISCRETIONARY SPENDING

Streamline Climate Change Activities Across Government. This
budget recommends savings be achieved by changing duplicative or
unproductive policies related to climate change activities and re-
search. It calls for better coordination of programming and funding
to eliminate unnecessary spending. Many of the programs ad-
dressed are funded within NOAA, as well as EPA and the National
Aeronautics and Space Administration.

Eliminate the National Sea Grant College and Fellowship Pro-
grams. Since 1966, NOAA has provided federal funds to univer-
sities and academic research organizations in 33 states to sponsor
a variety of marine research, outreach, and education projects.
NOAA also funds a National Sea Grant Office, which offers fellow-
ships for graduate students. While these sorts of programs can pro-
vide valuable learning opportunities, this budget suggests that fa-
cilitation of education-based grants and fellowships is a role better
suited for either the Department of Education or state and local
governments.

Reduce and Refocus Environmental Protection Agency Funding.
The Obama Administration used EPA and its budget to implement
top-down regulatory policies to the detriment of states, localities,
small businesses, and energy consumers. This budget calls for re-
ducing annual funding levels in order to return EPA to its core
mission of simply enforcing laws passed by Congress-rather than
continually attempting to re-write them through regulations.

MANDATORY SPENDING

Maintain Existing Land Resources. The federal government al-
ready struggles with an $18 billion land maintenance backlog, with
$11.6 billion of maintenance solely within the National Park Serv-
ice. This budget keeps funding for land acquisition under congres-
sional oversight and gives states and localities more control over
their own land and resources. This budget also supports the perma-
nent reauthorization of the Federal Land Transaction Facilitation
Act,! which was included in H.R. 1625, the Consolidated Appro-
priations Act of 2018.2 The program facilitates strategic federal
land sales by the Bureau of Land Management (BLM). It also helps
consolidate the public-private land checkerboard across the country
and seeks to advance local community, conservation, and recreation
needs.

Expand Access to Federal Land for Timber Harvest. Timber har-
vest rates on federal land have declined for nearly 30 years. How-
ever, states and localities depend on their share of these harvest
receipts to pay for schools and other local priorities. As a result of
harvest decline, receipts have increasingly fallen short of expecta-
tion and need. This budget recommends expanding timber harvests

1Federal Land Transaction Facilitation Act, Title II of Pub. L. No. 106-248, 114 Stat. 598
(2000).
2 Consolidated Appropriations Act, 2018, Pub. L. No. 115-141, 132 Stat. 348 (2018).
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in order to generate economic growth in localities throughout the
country and increase federal, state, and local receipts.

Active Federal Forest and Land Management. This budget sup-
ports the work of the House Committee on Natural Resources and
the enactment of H.R. 2936, the Resilient Federal Forests Act of
2018.3 This legislation improves the ability of the U.S. Forest Serv-
ice (USFS) and other DOI agencies to actively manage federal
lands and decrease the threat of wildfires and other devastating ca-
tastrophes that affect communities and recreational areas nation-
wide. H.R. 1625 allocates dedicated USFS and DOI emergency
funding in order to provide immediate access to additional reserves
in the event of disastrous fire seasons and end the costly practice
of withholding resources from active forest and land management
in anticipation of wildland firefighting costs expected later in the
fiscal year. Ending this practice, known as “fire borrowing,” frees
up resources that should be prioritized toward investment in the
active management of federal lands.

Expand Onshore and Offshore Natural Resource Production.
Unlocking domestic energy supplies in a safe, environmentally-re-
sponsible manner will increase receipts from bonus bids, rental
payments, royalties, and fees. This budget supports the work of
DOI, BLM, the Bureau of Ocean Energy Management, and other
federal agencies that have stemmed the tide of overbearing federal
regulation to allow for a twenty-first century domestic energy ren-
aissance.

3 Resilient Federal Forests Act of 2017, H.R. 2936, 115th Cong. (2017).






FUNCTION 350: AGRICULTURE

Function Summary

Discretionary funding in Function 350 supports agricultural re-
search, education, and economics; marketing and information serv-
ices; and animal and plant health inspection services. Function 350
is the primary source of funding for the U.S. Department of Agri-
culture (USDA), which includes the Farm Service Agency, the For-
eign Agricultural Service, the Risk Management Agency, and a va-
riety of related programs and activities.

The House Committee on Agriculture has complete authority to
determine mandatory spending policies under its jurisdiction and
nothing in this report is intended to predetermine those specific
choices. The Committee on the Budget will work with the Com-
mittee on Agriculture to ensure it has adequate flexibility to con-
front the significant challenges faced by America’s farmers and
ranchers, including an estimated reduction in net farm income and
an uncertain trade environment that is increasingly dominated by
foreign subsidies, tariffs, and non-tariff trade barriers.

The resolution supports the policies within H.R. 2, the Agri-
culture and Nutrition Act of 2018, which passed the House on June
21, 2018.1 The Committee on Agriculture’s legislation promotes fis-
cally-responsible initiatives that put the nation’s farmers and
ranchers first. Moreover, H.R. 2 reinforces the importance of rural
communities, provides hardworking Americans with healthy and
nutritious foods for their families, protects the country’s forests and
natural resources, and strengthens America’s status as a major
player in international trade.

Summary of Committee-Reported Resolution

The resolution calls for $23.5 billion in budget authority and
$22.5 billion in outlays in fiscal year 2019. Of that total, discre-
tionary spending in fiscal year 2019 totals $9.1 billion in budget
authority and $8.9 billion in outlays. Mandatory spending in 2019
is $14.3 billion in budget authority and $13.6 billion in outlays. The
ten-year totals for budget authority and outlays are $228.4 billion
and $221.9 billion, respectively.

1 Agriculture and Nutrition Act of 2018, H.R. 2, 115th Cong. (2018).
(49)
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Illustrative Policy Options
DISCRETIONARY SPENDING

Funding for discretionary agriculture programs and activities
will be determined by the House Committee on Appropriations
Subcommittee on Agriculture, Rural Development, Food and Drug
Administration, and Related Agencies. This budget supports com-
petitive grant-based research in an effort to spur agricultural study
and place the United States at a competitive level internationally.
Additionally, this budget recommends that continued attention be
given to streamlining and, where possible, consolidating operations
and activities across USDA agencies, including in its large network
of county field offices.

MANDATORY SPENDING

Among the options the Committee on Agriculture may wish to
consider is the following:

Continued Reform of Agricultural Programs. While a number of
reforms have been made to agricultural programs, the Committee
on Agriculture is encouraged to continue identifying solutions and
improvements. Any additional savings would be coupled with sig-
nificant benefits realized from other functions in this budget, in-
cluding regulatory relief and stronger economic growth as the bur-
den of federal deficits is lifted.



FUNCTION 370: COMMERCE AND
HOUSING CREDIT

Function Summary

Function 370, the Commerce and Housing Credit function, con-
sists of programs that support commercial activities, including
housing credit, deposit insurance, financial services, and the ad-
vancement of commerce. Specific departments and agencies that
are funded within Function 370 are the U.S. Department of Com-
merce, the Federal Housing Administration (FHA), some activities
and programs of the Department of Housing and Urban Develop-
ment (HUD), the U.S. Patent and Trademark Office, the Securities
and Exchange Commission (SEC), and the Consumer Financial
Protection Bureau (CFPB). Budget Function 370 also includes an
off-budget category which is comprised of the U.S. Postal Service
(USPS). The largest discretionary programs in Function 370 are
the Federal Housing Administration’s mortgage insurance program,
securitization of Government National Mortgage Association
(GNMA, or Ginnie Mae) loans, the Census Bureau, and the Na-
tional Institute of Standards and Technology. The major mandatory
programs in this function are deposit insurance, the U.S. Postal
Service (USPS), the Universal Service Fund (USF), and the Con-
sumer Financial Protection Bureau (CFPB).

Summary of Committee-Reported Resolution

The budget calls for a total of —$6.1 billion in budget authority
and —$11.5 billion in outlays in fiscal year 2019. Of that total, dis-
cretionary spending totals —$9.7 billion in budget authority and
—$9.3 billion in outlays, and mandatory spending totals $3.5 billion
in budget authority and —$2.2 billion in outlays. The 10-year totals
for budget authority and outlays are —$83.2 billion and —$171.5 bil-
lion, respectively.

On-budget totals for fiscal year 2019 are —$4.3 billion in budget
authority and —$9.7 billion in outlays. Of these amounts, discre-
tionary budget authority is —$9.9 billion, with outlays of —$9.6 bil-
lion. Mandatory on-budget spending for fiscal year 2019 is $5.6 bil-
lion in budget authority and —$115 million in outlays. Over 10
years, the on-budget totals are —$67.2 billion in budget authority
and —$155.5 billion in outlays.

Negative discretionary totals for budget authority and outlays
mainly reflect the negative subsidy rates applied to certain loan
and loan-guarantee programs scored under the guidelines of the
Federal Credit Reform Act, such as FHA and Ginnie Mae pro-
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grams. It should be noted that FHA loans are scored using a dif-
ferent accounting method than the fair-value estimates that CBO
applies to Fannie Mae and Freddie Mac, resulting in budget dis-
parities.

Off-budget totals for fiscal year 2019 are —$1.8 billion in budget
authority and —$1.8 billion in outlays. Of these amounts, discre-
tionary totals are $271 million in budget authority and $270 mil-
lion in outlays. Over 10 years, the discretionary off-budget totals
are $3.2 billion in budget authority and $3.2 billion in outlays.
Mandatory off-budget spending for fiscal year 2019 is —$2.1 billion
in budget authority and —$2.1 billion in outlays. Over 10 years, the
mandatory off-budget totals are —$19.2 billion in budget authority
and —$19.2 billion in outlays.

Illustrative Policy Options

The House authorizing committees of jurisdiction for Function
370 programs include the Committee on Financial Services, Com-
mittee on Small Business, Committee on Energy and Commerce,
and the Committee on Oversight and Government Reform. Funding
is provided primarily by the Committee on Appropriations Sub-
committee on Commerce, Justice, Science, and Related Agencies
and Subcommittee on Financial Services and General Government.
Below are options these committees may wish to consider when
making final policy and funding decisions.

DISCRETIONARY SPENDING

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 now has more than 4,000 employees. The
SEC’s current budget authority represents an increase of roughly
50 percent since the passage of the Dodd-Frank Wall Street Reform
and Consumer Protection Act (Dodd-Frank) in 2010.1 From a dec-
ade ago, budget authority is today 100 percent higher. Since 2000,
the SEC’s budget authority has increased roughly 400 percent. De-
spite these large increases, the SEC has consistently requested ad-
ditional funding. The premise that more funding for the SEC
means better, smarter regulation is highly questionable. The agen-
cy should be reformed so it can perform its duties more efficiently.

Congress should assess the ever-growing spending of federal
agencies, determining what levels are necessary to effectively and
efficiently execute their missions, and adjusting funding accord-
ingly.

MANDATORY SPENDING

Reform the Universal Service Fund. The Universal Service Fund
(USF) provides subsidized telecommunications services through
four main programs: High-Cost Support, Schools and Libraries (E-
rate), the Lifeline Program, and Rural Health Care. The USF is
funded through mandatory contributions by carriers, who pass
these costs on to consumers as fees on subscribers’ telephone bills.

1Dodd-Frank Wall Street Reform and Consumer Protection Act, Pub. L. 111-203, 124 Stat.
1376 (2010).
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Rather than maintaining assets in the U.S. Treasury, the Federal
Communications Commission (FCC) maintains the USF’s roughly
$9 billion in net assets in a private bank account, where they are
not subject to the management and safeguards as other federal pro-
grams.2 This budget resolution aims to reform burdensome USF
programs and has identified Lifeline as a key example.

Lifeline provides subsidies to about 12.3 million low-income
Americans for telephone, wireless, and broadband service, at a cost
of about $1.5 billion per year.3 To be eligible, a household must
have an income at or below the federal poverty line or must partici-
pate in one of several safety net programs, such as Medicaid or the
Supplemental Nutrition Assistance Program (SNAP). Yet, due to a
loosely monitored oversight arrangement, Lifeline is highly suscep-
tible to waste, fraud, and abuse. According to a recently released
GAO report, Lifeline has “limited abilities to detect and prevent in-
eligible subscribers from enrolling.”* This is because its structure
relies on more than 2,000 Eligible Telecommunication Carriers
with the dual duties of receiving subsidies from the federal govern-
ment and verifying subscriber eligibility for each subsidy. There-
fore, these carriers have a financial incentive to sign up as many
subscribers as possible—regardless of program eligibility. More-
over, about 96 percent of low-income households already have
phone service.>

While the FCC has taken steps to rectify some of Lifeline’s inter-
nal controls, the agency’s most significant reform plans—creation of
a third-party national eligibility verifier and an independent third
party tasked with evaluating the Lifeline program’s design, func-
tion, and administration—will not materialize until 2019 and 2020,
respectively. Reforming this program would significantly reduce the
burden on taxpayers.

Repeal the Orderly Liquidation Authority. Through the Orderly
Liquidation Fund (OLF), the Federal Deposit Insurance Corpora-
tion (FDIC) now has the authority to access taxpayer dollars to bail
out the creditors of large, “systemically significant” financial insti-
tutions. This increases moral hazard on Wall Street by explicitly
guaranteeing future bailouts. The budget resolution calls for repeal
of this authority and the associated fund.

Appropriate all Federal Financial Regulators. With the exception
of the SEC, all federal financial regulators are mandatory pro-
grams and not subject to congressional oversight through appro-
priations. This budget recommends that these financial regulators
have their budgets moved to the discretionary side of the ledger
and set by Congress through the annual appropriations process.

Eliminate the Consumer Financial Protection Bureau. Dodd-
Frank gave this new Bureau off-budget financing and complete, un-
fettered autonomy. Currently, the Federal Reserve returns its ex-
cess earnings from monetary operations to the U.S. Treasury to re-

2 Government Accountability Office, Additional Action Needed to Address Significant Risks in
FCC’s Lifeline Program, report no. GAO-17-538, May 30, 2017. The $9 billion figure is as of
September 2016.

3GAO, GAO-17-538. The program was created in the mid-1980s to promote telephone service
for low-income households. Wireless service came to be included in the mid-2000s, and
broadband in 2016.

4GAO, GAO-17-538.

5GAO, GAO-17-538.
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duce the deficit. Now, instead of directing these funds to reduce the
deficit, Dodd-Frank requires diverting a portion of them 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.” The budget resolution calls for the elimination
of the CFPB.

OFF-BUDGET MANDATORY SPENDING

Reform the U.S. Postal Service. The USPS boasts an iconic brand
name, universal service, and certain competitive advantages re-
garding market-dominant products. In recent decades, however,
USPS has faced financial instability stemming largely from re-
duced demand for its services and ever-growing unfunded pension
and health care liabilities. Mail volume and revenue continue to de-
crease, but liabilities continue to increase, creating a net loss for
USPS for the eleventh consecutive year. In fiscal year 2017, USPS
saw a 3.1 percent decline in mail volume and a 2.6 percent decline
in revenue over the previous year. Although the pension and health
care issues were addressed over a decade ago by requiring USPS
to prefund these retirement obligations, USPS has not set aside
sufficient funds to cover these ever-expanding obligations. The fi-
nancial condition at USPS is so dire that GAO regularly places
USPS on its “High Risk List.”6

The budget supports the continued work of the House Committee
on Oversight and Government Reform and their broad-based re-
structuring of USPS and its finances. By providing USPS with the
flexibility that any business needs to create a viable and sustain-
able business model, these reforms should allow the USPS to com-
pete in a twenty-first century economy and to respond to changing
market conditions, including declining mail volume. Examples of
flexibilities that should be considered have been included in several
reform proposals approved by the House Committee on Oversight
and Government Reform, including calls to modify both the fre-
quency and type of mail delivery. Granting the U.S. Postal Service
the authority to expand the products and services it provides would
aid in creating additional revenue. This 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 all other federal employees, and to address the
prefunding schedule for postal retiree health and retirement bene-
ﬁf@s estalolished in the Postal Accountability and Enhancement Act
of 2006.

6 Government Accountability Office, High-Risk Series: Progress on Many High-Risk Areas,
while Substantial Efforts Needed on Others, report no. GAO-17-317, February 15, 2017, https://
www.gao.gov/products/GAO-17-317.

7Postal Accountability and Enhancement Act, Pub. L. No. 109435, 120 Stat. 3198 (2006).



FUNCTION 400: TRANSPORTATION

Function Summary

Function 400 is comprised of the nation’s land, air, water, and
other transportation funding, consisting of both discretionary and
mandatory programs. The budget proposes initiatives to provide
the country with a more competent, well-rounded, and innovative
transportation system that strengthens efficiency and bolsters de-
velopment at the state and local levels. The departments and agen-
cies under this function include: the Department of Transportation,
the Federal Aviation Administration, the Federal Highway Admin-
istration, and the highway, motor-carrier safety, and rail compo-
nents of the Federal Transit Administration.

Summary of Committee-Reported Resolution

The budget calls for $95.2 billion in budget authority and $92.5
billion in outlays in fiscal year 2019. Of that total, discretionary
spending totals $34.6 billion in budget authority and $91.4 billion
in outlays, and mandatory spending totals $60.6 billion in budget
authority and $1.1 billion in outlays. The 10-year totals for budget
authority and outlays are $774.3 billion and $823.9 billion, respec-
tively.

Illustrative Policy Options

The primary House authorizing committee for Function 400 is
the Committee on Transportation and Infrastructure. Funding is
determined by the Committee on Appropriations Subcommittee on
Transportation, Housing and Urban Development, and Related
Agencies. Below are options committees of jurisdiction may wish to
consider when making final policy and funding decisions for future
legislation.

DISCRETIONARY SPENDING

Reduce Federal Subsidies for the National Railroad Passenger
Corporation (Amitrak). Consistent with President Trump’s fiscal
year 2019 budget request, the budget assumes a reduction in fed-
eral subsidies for Amtrak operations. Federal subsidies have dis-
abled Amtrak from becoming a self-sufficient entity. This behavior
has unfairly committed taxpayers to continually financing business
and recreational trips for a small fraction of the population. The
budget proposes policies that would allow Amtrak’s management to
make prudent business decisions in a competitive operating envi-
ronment with reduced federal subsidies.
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Phase Out Future Capital Investment Program Grants. Often re-
ferred to as New Starts, Capital Investment Program Grants are
designed to fund communal transit projects, which include develop-
ments ranging from heavy rail to local streetcars. Due to the fed-
eral government’s involvement with administering these grants,
projects can be dissuaded from local interests and priorities. The
budget supports fulfilling current obligations and then phasing out
new grants; this phase-out would give states and cities time to plan
their future transportation priorities and budgets accordingly.
Doing so will allow communities to tailor projects in a way that
best reflects local interests.

Encourage Improved Performance and Safety at Washington Met-
ropolitan Area Transit Authority (WMATA). Commonly -called
“Metro,” the WMATA is a local transit authority that operates rail,
bus, and paratransit services throughout the nation’s capital and
other neighboring communities. In addition to fare and advertising
revenue, it receives federal aid through the annual appropriations
process. The District of Columbia, Maryland, and Virginia also
raise matching funds through dedicated funding sources to pay for
Metro’s services. However, the transit agency has been fraught
with systemic poor performance in several areas: low on-time per-
formance, weekly service disruptions, maintenance backlogs, smoky
rail tunnels, and high operating costs. This budget resolution sup-
ports legislative reforms that encourage Metro to contain costs, pro-
vide better services, and operate more like a business, rather than
continue to reward a poorly-operated system with greater taxpayer-
funded subsidies. Metro customers would benefit from safer, more
reliable service.

MANDATORY SPENDING

Ensure Long-Term Solvency of the Highway Trust Fund. The
budget proposes sensible, necessary reforms to place the Highway
Trust Fund (HTF) back on strong financial footing. It does not pro-
pose any General Fund bailouts or adding to the deficit as solu-
tions. This budget calls for adopting commonsense improvements to
avert the impending bankruptcy of the HTF—which CBO projects
in fiscal year 2021—and aligning revenues with spending.



FUNCTION 450: COMMUNITY AND
REGIONAL DEVELOPMENT

Function Summary

Function 450, the Community and Regional Development func-
tion, includes programs to improve community economic conditions
and promote rural development. Programs in this function also as-
sist in natural disaster response and preparation. The largest dis-
cretionary programs in Function 450 are disaster assistance and
relief activities at the Federal Emergency Management Agency
(FEMA) and the Community Development Block Grant program
(CDBG). The major mandatory programs in this function are the
National Flood Insurance Program (NFIP), the Gulf Coast Restora-
tion Trust Fund, and Rural Economic Development Loan and
Grant Program.

Summary of Committee-Reported Resolution

The budget calls for $74.7 billion in budget authority and $44.5
billion in outlays in fiscal year 2019. Of that total, discretionary
spending totals $74.8 billion in budget authority and $43.9 billion
in outlays, and mandatory spending totals —$88 million in budget
authority and $629 million in outlays. The 10-year totals for budget
authority and outlays are $826.3 billion and $620.5 billion, respec-
tively.

Illustrative Policy Options

The House authorizing committees in this function are the Com-
mittee on Agriculture, the Committee on Transportation and Infra-
structure, the Committee on Financial Services, and the Committee
on Energy and Commerce. Funding is provided by the Appropria-
tions Subcommittee on Homeland Security, Subcommittee on En-
ergy and Water Development, and Related Agencies, and the Sub-
committee on Transportation, Housing and Urban Development,
and Related Agencies. Below are options the committees of jurisdic-
tion may wish to consider when making final policy and funding
decisions.

DISCRETIONARY SPENDING

Eliminate Non-Core Programs. At a time when reducing spend-
ing is imperative for the nation’s long-term fiscal health, this budg-
et recommends taking a hard look at community and regional pro-
grams. It suggests scrutinizing programs that deliver funds for
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non-core federal government functions and consolidating and
streamlining programs wherever possible to reduce duplication.

Reform the Federal Emergency Management Agency. This budget
supports implementation of reforms at FEMA, as enacted by H.R.
2266, the Additional Supplemental Appropriations for Disaster Re-
lief Requirement Act, 2017. The relevant reforms improve service
delivery and efficacy in disaster assistance. At the same time, this
budget proposes additional steps to eliminate overlap and ineffi-
ciencies. It also acknowledges the need to consider reforms for dis-
aster-relief assistance to ensure state and local governments in the
most need are receiving assistance.

MANDATORY SPENDING

Reform and Reauthorize the National Flood Insurance Program.
The National Flood Insurance Program was created in 1968 to help
protect property owners in at-risk communities by offering a gov-
ernment-administered insurance supplement to disaster assistance.

For many years, NFIP’s cost was covered by a combination of
premiums and occasional short-term borrowing from the U.S.
Treasury. Since 2004, NFIP has relied on long-term Treasury bor-
rowing that it cannot repay. To date, NFIP has incurred over $36.5
billion in debt. While the recent enactment of H.R. 2266 forgave
$16 billion of NFIP’s debt, major reforms are still needed to restore
the program’s solvency.

Currently, insurance premiums paid to NFIP do not cover the in-
creasing annual claims that the program pays out, causing average
yearly deficits of $1.4 billion. With the program set to expire on
July 31, 2018, it is critical that Congress and the Trump Adminis-
tration enact the necessary reforms to make NFIP financially sus-
tainable and to prevent continued taxpayer-funded bailouts of the
flood insurance program.

This budget supports the continued work of the House Com-
mittee on Financial Services. It includes recent reauthorization ef-
forts to substantially reform how NFIP works, address the finan-
cial solvency of the program, provide policyholders with non-gov-
ernment alternatives to the NFIP, and bring flood insurance pre-
miums closer to parity with private market rates.



FUNCTION 500: EDUCATION, TRAINING,
EMPLOYMENT, AND SOCIAL SERVICES

Function Summary

It is a national goal and focus of federal policymakers to ensure
that all Americans have access to high-quality education. A robust
economy relies on having a well-trained and educated workforce.
Function 500 consists of programs that receive both mandatory and
discretionary funds, and the activities funded within it fund devel-
opmental services to low-income children, help fund programs for
disadvantaged and other elementary- and secondary-school stu-
dents, make grants and loans to post-secondary students, and fund
job training and employment services for people of all ages. The
principal agencies that administer these programs are the U.S. De-
partment of Education and the U.S. Department of Labor.

Summary of Committee-Reported Resolution

In fiscal year 2019, the budget calls for $89.6 billion in budget
authority and $105.8 billion in outlays. Of that total, discretionary
spending totals $93.0 billion in budget authority and $100.7 billion
in outlays, and mandatory spending is —$3.3 billion in budget au-
thority and $5.1 billion in outlays. The 10-year totals for budget
autlllority and outlays are $982.1 billion and $1.0 trillion, respec-
tively.

Illustrative Policy Options

The principal authorizing committee for Function 500 is the
House Committee on Education and the Workforce. Funding is pro-
vided by the Committee on Appropriations Subcommittee on Labor,
Health and Human Services, Education, and Related Agencies.

DISCRETIONARY SPENDING

Reform Job-Training Programs. The Bureau of Labor Statistics
reports that 6.1 million Americans are unemployed. Yet, it also re-
ports 6.6 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 2014 the Workforce
Innovation and Opportunity Act (WIOA)2 made important reforms
to consolidate duplicative training programs. This budget builds off

1Bureau of Labor Statistics, Department of Labor, “The Employment Situation— May 2018,”
May 2018, https://www.bls.gov/news.release/pdf/empsit.pdf.
2 Workforce Innovation and Opportunity Act, Pub. L. No. 113-128, 128 Stat. 1425 (2014).
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the success of WIOA by calling for further consolidation of duplica-
tive federal job training programs. A streamlined approach with in-
creased oversight and accountability will not only provide adminis-
trative savings, but will improve access, choice, and flexibility, ena-
bling workers and job seekers to respond quickly and effectively to
whatever career-specific challenges they face.

Make the Pell Grant Program Sustainable. The Pell Grant pro-
gram is the foundation of federal student aid and serves as a port-
able grant aimed at making college more affordable for low-income
students. However, the future of the program is at risk for those
who need it most due to the maximum award level’s continued in-
crease without the enactment of necessary structural reforms. Be-
tween fiscal years 2006 and 2017, the cost of the Pell Grant pro-
gram has risen from $12.8 billion to $23.4 billion.3 During this pe-
riod, the program experienced fluctuating discretionary funding
and several shortfalls. In fiscal years 2011 and 2012, for example,
Congress provided $36.5 billion each year to sustain the program.
Instead of making necessary reforms, lawmakers have instead re-
lied on mandatory funds to support discretionary funding defi-
ciencies. The budget envisions responsible reforms so that Pell
Grants will continue to remain available for future students. These
include the following:

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 from the Pell Grant program, because the aid makes at-
tendance at those schools more affordable.

e Consider setting a maximum-income cap. Currently, there is
no fixed upper-income limit for a student to qualify for a Pell
Grant. The higher the income level of the student and the stu-
dent’s family (and therefore, expected family contribution to
the student’s education), the smaller the grant he or she re-
ceives.

¢ 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.

¢ 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.
It will also motivate institutions of higher education to focus
more on student completion.

e Adopt a sustainable maximum-award level. To make Pell
Grant program funding more stable and sustainable, the budg-
et recommends maintaining the maximum award for the 2018-

3The Budget and Economic Outlook: 2018 to 2028, Congressional Budget Office, April 2018,
Pell Grant Program Supplementary Tables, https:/www.cbo.gov/sites/default/files/recurringdata/
51304-2018-04-pellgrant.pdf.
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2019 award year, of $6,095, in each year of the budget window.
Discretionary appropriations would fund this award.

Encourage Innovation in Higher Education. In addition to focus-
ing on financial aid, federal higher-education policy should also
focus on policies that maximize innovation and ensure a robust
menu of institutional options for students and their families. Such
policies should include ensuring students have the necessary infor-
mation to assist them in making decisions about where to go to col-
lege and how to pay for it. Additionally, the federal government
should remove regulatory barriers in higher education that act to
restrict flexibility and innovation in teaching, particularly as it re-
lates to contemporary models, such as online coursework.

Ensure Federal Early Childhood Programs Work for Children
and Families. The budget supports future reforms by the commit-
tees of jurisdiction to programs that do not improve outcomes for
children and parents. Much like the Every Student Succeeds Act,*
this budget better targets resources to deliver efficient programs
and gives states and localities the opportunity to innovate and pur-
sue programs that have proven successful. A study released in
2010 by the U.S. Department of Health and Human Services
(HHS) found the Head Start program that serves children across
the country was not providing lasting improvements in partici-
pating children’s math, language, and literacy skills. Nor was it im-
proving parenting practices.? The budget supports the committees
of jurisdiction adopting reforms to ensure that bureaucracy and
regulation do not bog down programs, such as Head Start, and that
they work as intended for children and parents.

Encourage Private Funding for Cultural Agencies. It should not
be the responsibility of the federal government to provide subsidies
for cultural agencies, such as the Corporation for Public Broad-
casting, the National Endowment for the Arts, and the National
Endowment for the Humanities. This budget recommends federal
cultural agencies generate financial support from private-sector pa-
trons.

Make Way for Increased State, Local, and Private Financial Sup-
port for Museums and Libraries. The federal government currently
provides funding for museums and libraries across the nation.
State and local governments are best positioned to manage and in-
vest in these museums and libraries. Charitable contributions from
private-sector businesses, organizations, and individuals in civil so-
ciety can also augment this funding.

Encourage More Private Support for the Smithsonian Institution.
The Smithsonian Institution consists of 19 museums and galleries,
a zoological park, and research and supporting facilities. More than
30 million visitors enjoyed the Smithsonian complex in person in
fiscal year 2017, and the Institution has the ability to connect with
millions through its website, podcasts, and social media channels.®
In fiscal year 2017, the Smithsonian raised $234 million in private

4Every Student Succeeds Act, Pub. L. No. 114-95, 129 Stat. 1802 (2015).

5Department of Health and Human Services, Head Start Impact Study, January 15, 2010,
http://www.acf.hhs.gov/sites/default/files/opre/executive_summary final.pdf.

6 Smithsonian Institution, Fiscal Year 2019 Budget Justification to Congress, submitted to the
Committee on Appropriations, February 2018, https:/www.si.edu/sites/default/files/about/fy2019-
budgetrequestcongress.pdf, 2.
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funds.” 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
Smithsonian to expand its collections, improve existing facilities,
and make better business decisions.

Eliminate the Corporation for National and Community Service.
Programs administered by this agency provide funding to students
and others who work in certain areas of public service. Participa-
tion in these programs is not need-based. The United States has
a long history of robust volunteerism 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 rather than be compensated for with fed-
eral dollars.

MANDATORY SPENDING

Eliminate In-School Interest Subsidies for Undergraduate Stu-
dents. The federal government provides aid to students based on
family income, offers a number of loan repayment plans and protec-
tions, and in some cases, forgives certain loan amounts after grad-
uation. There is no evidence that in-school interest subsidies are
critical to individual matriculation. Ending subsidies for future un-
dergraduates creates parity with graduate student loans, which the
government ceased to subsidize with the enactment of the bipar-
tisan Budget Control Act of 2011.8

Simplify and Streamline Existing Higher Education Programs.
The current federal aid system is unduly complicated and is com-
prised of six different loan programs, nine repayment plans, eight
loan forgiveness programs, and 32 options for loan deferment and
forbearance.® The budget supports streamlining student loan re-
payment plans and loan forgiveness, so that students and parents
are better able to navigate the student loan space. The committees
of jurisdiction may consider several options, including ending the
Public Services Loan Forgiveness (PSLF) program and the Teacher
Loan Forgiveness program or limiting forgiveness under either pro-
gram. Borrowers who qualify for PSLF and the Teacher Loan For-
giveness program would also qualify for loan forgiveness in other
loan repayment plans. According to a U.S. Department of Edu-
cation report on the costs of income-driven repayment, borrowers
from fiscal year 2015 will pay back $11.5 billion less to the govern-
ment than they borrowed.l® These programs have become overly
complex for borrowers and costly for taxpayers, and this budget en-
courages reforms to repayment and loan forgiveness to reverse this
trend. President Trump’s fiscal year 2019 budget also proposed
ending PSLF and simplifying student loan repayment plans.

Phase out Underused TEACH Grants. The Teacher Education
Assistance for College and Higher Education Grant Program

7Smithsonian Institution, 2.

8 Budget Control Act of 2011, Pub. L. No. 112-25, 125 Stat. 240 (2011).

9House Comm. on Education and the Workforce, Improving Federal Student Aid to Better
Meet the Needs of Students, opening statement by Rep. Brett Guthrie, May 21, 2017, http:/
edworkforce.house.gov/news/documentsingle.aspx?DocumentID=401468.

10 Department of Education, The Department’s Communication Regarding the Costs of Income-
Driven Repayment Plans and Loan Forgiveness Plans, January 31, 2018, https:/www2.ed.gov/
about/offices/list/oig/auditreports/fy2018/a09q0003.pdf.
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(TEACH) provides funding to undergraduate and graduate stu-
dents who agree to teach for four years at schools that serve low-
income students. Undergraduate students can receive up to
$16,000, and graduate students can receive up to $8,000. If the ob-
ligation is broken, the grants become a Direct Unsubsidized Loan.
The Government Accountability Office has reported several trou-
bling findings about TEACH grants: one-third of the grants have
been converted to loans—some erroneously; the program has only
a 19-percent utilization rate among eligible students; and the De-
partment of Education does not yet adequately evaluate the pro-
gram’s effectiveness.1! This budget recommends phasing out the
TEACH grant program.

Eliminate the Duplicative Social Services Block Grant. The Social
Services Block Grant is a payment sent to states to create a flexible
program that helps provide services such as childcare, health care,
and other employment services. States are allowed wide discretion
in determining how to spend this money and are not required to
demonstrate outcomes. Further, numerous other federal programs
provide the same services as the Social Services Block Grant. For
these reasons, the budget recommends eliminating funding for this
program.

11 Government Accountability Office, Better Management of Federal Grant and Loan Forgive-
ness Programs for Teachers Needed to Improve Participant Outcomes, report no. GAO-15-314,
March 26, 2015, https://www.gao.gov/assets/670/668634.pdf.






FUNCTION 550: MEDICAID AND OTHER
HEALTH

Function Summary

Function 550 includes all discretionary health programs, the
health insurance marketplace, and Medicaid. This function is bro-
ken into three subfunctions: health care services, health research
and training, and consumer and occupational health and safety.

Health care services comprise the vast majority of Function 550
spending. This covers most direct health care service programs run
by the federal government, with the exception of Medicare and vet-
erans’ health care. The primary component of Function 550 in
terms of spending levels is Medicaid, but this category also in-
cludes the State Children’s Health Insurance Program (SCHIP),
federal employees’ health benefits, spending related to the Patient
Protection and Affordable Care Act (ACA), most programs run by
the Centers for Disease Control and Prevention (CDC), the Indian
Health Service, and others. Most of this spending is mandatory in
nature.

Health research and training includes activities such as National
Institutes of Health (NIH) research and some CDC activities. Con-
sumer and occupational health and safety includes funding for the
Food and Drug Administration (FDA), the Occupational Safety and
Health Administration (OSHA), the Consumer Product Safety Com-
mission, and others. Most of the funding streams for health re-
search and training and consumer and occupational health and
safety are discretionary in nature.

The center of all health care policy assumed in this budget reso-
lution is the patient. Particularly on the mandatory spending side,
this requires placing the emphasis on real Americans’ health needs.
Health care in America is complex and dynamic. It represents
about one-fifth of the economy.!

Summary of Committee-Reported Resolution

In fiscal year 2019, the budget calls for $577.9 billion in budget
authority and $529.7 billion in outlays. Of that total, discretionary
spending totals $71.1 billion in budget authority and $69.7 billion
in outlays, and mandatory spending is $506.8 billion in budget au-
thority and $460.0 billion in outlays. The 10-year totals for budget

1Centers for Medicare and Medicaid Services, National Health Expenditures 2015 Highlights,
https:/www.cms.gov/research-statistics-data-and-systems/statistics-trends-and-reports/
nationalhealthexpenddata/downloads/highlights.pdf.
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authority and outlays are $5.8 trillion and $5.7 trillion, respec-
tively.

Illustrative Policy Options

The principal House authorizing committees in this category are
the Committee on Energy and Commerce, the Committee on Ways
and Means, and the Committee on Oversight and Government Re-
form. Funding is provided in the House by the Committee on Ap-
propriations Subcommittee on Labor, Health and Human Services,
Education, and Related Agencies, Subcommittee on Agriculture,
Rural Development, Food and Drug Administration, and Related
Agencies, and Subcommittee on the Legislative Branch. Below are
options committees of jurisdiction may wish to consider when mak-
ing final policy and funding decisions.

DISCRETIONARY SPENDING

Foster Medical Research, Innovation, and Development. For dec-
ades, the United States has been the biomedical innovation capital
of the world. This stems from the nation’s commitment to the dis-
covery, development, and delivery of new treatments and cures.
America should maintain its global 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 and promote medical inge-
nuity, not stifle it.

Medical breakthroughs and discoveries are made every day, and
the pace of medical innovation will continue to quicken due to ad-
vancements in groundbreaking fields such as genomics, molecular
medicine, and biomedical research. The NIH and the CDC foster
fundamental creative discoveries, cures, and therapies. Labora-
tories housed within the U.S. Department of Health and Human
Services, including NIH and CDC, rank first in the 2017 list of the
world’s most innovative research institutions.2 The budget resolu-
tion supports a level of funding for these agencies that enables
them to continue their critical work.

The budget also encourages the continuation of work started
under the 21st Century Cures Act, which provided funds through
the NIH and the Cures Innovation Fund for biomedical research,
particularly early-stage, “high-risk, high-reward” research.? Pa-
tients should not be left to suffer the true costs of delaying life-sav-
ing innovation, and to this end, the budget encourages the work of
the authorizing committees in examining the FDA approval proc-
ess. The Trump Administration has signaled its intention to expe-
dite review of potentially life-saving medicines and devices, and
this budget supports those efforts.

Combat the Opioid Epidemic. The budget recognizes that the
United States is in the midst of a deadly battle with opioid and
heroin abuse and addiction. According to the CDC, an average of
115 Americans die each day from an opioid overdose.* In the state

2David Ewalt, “The World’s Most Innovative Research Institutions,” Reuters, March 1, 2017,
http://www.reuters.com/article/innovative-institutions-ranking-idUSL2N1GC1NG.

321st Century Cures Act, H.R. 6, 114th Cong. (2015).

4Centers for Disease Control and Prevention, “Opioid Basics: Understanding the Epidemic,”
August 30, 2017, https://www.cdc.gov/drugoverdose/epidemic/index.html.
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of Tennessee, there are more opioid prescriptions than people. In
2015, Tennessee health care professionals wrote nearly 8 million
prescriptions for opioids—equating to 1.18 opioid prescriptions per
Tennessean.? Nearly 5 percent of Tennesseans suffer from opioid
abuse.® This exemplifies the larger challenge faced by Americans
nationwide.

The Committee on Energy and Commerce has led an ongoing
oversight effort to ascertain which federal programs have been ef-
fective in combatting opioid abuse and which have not.” The budget
resolution supports a continuation of these efforts. It calls for a
complete examination of the federal response to the crisis. This
year, both the Committee on Energy and Commerce and the Com-
mittee on Ways and Means have advanced legislative packages ad-
dressing the opioid crisis. The budget resolution supports these en-
deavors. The government 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 detail the contours of how the federal government
should respond to the ongoing substance abuse crisis.

Defend against Bioterrorism. The Constitution requires the fed-
eral government to provide for the common defense—a function
that has implications for health care in a global environment
fraught with chemical, biological, radiological, and nuclear (CBRN)
weapons. In following this commitment, the budget supports fund-
ing to guard against bioterrorism.

The federal government operates a pathway for the development
and procurement of medical countermeasures (MCM) to bioter-
rorism events. When the Department of Homeland Security, in col-
laboration with the U.S. intelligence community, identifies a CBRN
threat, it begins the MCM development and stockpiling process.
The linchpin of the process is Project BioShield.8 Project BioShield
uses the Special Reserve Fund to procure and stockpile MCMs that
are approved only for emergency use, following their research and
development by NIH and the Biomedical Advanced Research and
Development Authority (BARDA). Once MCMs received Food and
Drug Administration (FDA) approval, they are shifted to the CDC-
funded Strategic National Stockpile. This budget recognizes the col-
laborative effort in developing MCMs is vital to safeguarding Amer-
icans against a bioterrorism attack. As such, it supports adequate,
consistent, and, to the extent possible, advance funding for these
activities.

At the time of this report’s writing, the Trump Administration is
preparing a comprehensive National Biodefense Strategy. The
strategy should incorporate and unify the work of the 15 depart-
ments, eight independent agencies, and one independent institution

5Holly Fletcher, “There Are More Opioid Prescriptions than People in Tennessee,” The Ten-
nessean, September 19, 2016, http:/www.tennessean.com/story/news/health/2016/09/19/there-
more-opioid-prescriptions-than-people-tennessee/90358404/.

6Jake Lowary, “Tennessee Lawmakers Still Wrangling with Opioid Epidemic,” The Ten-
nessean, March 26, 2017, http:/www.tennessean.com/story/news/politics/2017/03/26/tennessee-
lawmakers-still-wrangling-opioid-epidemic/98487640/.

7Press Release, House Comm. on Energy and Commerce, March 29, 2017, https:/
energycommerce.house.gov/news-center/press-releases/ec-leaders-comment-president-trump-s-ex-
ecutive-action-address-opioid.

8Frank Gottron, The Project BioShield Act: Issues for the 113th Congress, Congressional Re-
search Service, Report No. R43607, June 18, 2014.
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currently conducting biodefense activities.® The budget supports a
coordinated, crosscutting approach to prevention, preparedness,
and response to a biological threat. Success of this effort requires
a comprehensive accounting of biodefense spending across the fed-
eral government. The budget supports requests for the Office of
Management and Budget to undertake this holistic budgeting ap-
proach in the development of the President’s National Biodefense
Strategy.10

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 U.S. Department of Health and Human Services
(HHS). The budget supports the Trump Administration’s proposal
to absorb the Agency for Healthcare Research and Quality (AHRQ)
into existing HHS agencies. The AHRQ’s mission and areas of re-
search exist within other HHS agencies and are, therefore, duplica-
tive 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,!! and
it is important that the federal government give priority to treat-
ment of the sickest and most vulnerable patients. The Government
Accountability Office (GAO) recently conducted a study that identi-
fied more than 100 distinct programs supporting individuals with
serious mental illness and found interagency coordination for pro-
grams severely lacking.12 Federal programs should be reoriented to
advance treatment for those facing serious mental illness.

This budget supports initiatives aimed at modernizing the health
care system, such as advancing telemedicine. This practice utilizes
technology that allows providers to interact with patients from a
distance. It can offer access to care for patients who may otherwise
not receive regular care, particularly those in rural areas. It also
gives patients greater control over their own health care while re-
ducing costs.13 At the same time, this budget recognizes the gov-
ernment must not leave behind patients who rely on more tradi-
tional medical practices. Patient-centered care requires the budget
to look forward as it fosters private-sector innovation, without
abandoning currently available care models that patients require.

MANDATORY SPENDING

Support Patient-Centered Health Care Reform. The House of Rep-
resentatives passed the American Health Care Act (AHCA) in a

9Blue Ribbon Study Panel on Biodefense, Budget Reform for Biodefense: Integrated Budget
Needed to Increase Return on Investment, (Washington, DC, February 2018), page 7.

10T etter from the Honorable Tom Cole, Chairman of the Appropriations Subcommittee on
Labor, Health and Human Services, Education and Related Agencies, House of Representatives,
to the Honorable Mick Mulvaney, Director, Office of Management and Budget, May 9, 2018.

11 National Institute of Mental Health, “Director’s Blog: Mental Health Awareness Month: By
the Numbers,” May 15, 2015, http://www.nimh.nih.gov/about/director/2015/mental-health-aware-
ness-month-by-the-numbers.shtml.

12 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.

13Bill Frist, “Telemedicine: A Solution to Address the Problems of Cost, Access, and Quality,”
Health Affairs, July 23, 2015, http:/healthaffairs.org/blog/2015/07/23/telemedicine-a-solution-to-
address-the-problems-of-cost-access-and-quality/.
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critical first step toward returning health decisions to patients.l4
The Patient Protection and Affordable Care Act has increased in-
surance premiums and deductibles, limited consumers’ choices of
doctors and health plans, deprived millions of the coverage they
had, and imposed taxes aimed at compelling people to purchase
health coverage they do not want.15> To complicate the problem, the
ACA has caused massive distress in the insurance market it pur-
ported to help. In contrast, the American Health Care Act, as
passed by the House, would unravel the ACA and infuse the insur-
ance market with flexibility, competition, and greater stability.

This budget supports the bold reforms of the AHCA, which would
lead to greater patient choice and higher quality care. The budget
also encourages the Trump Administration’s efforts to implement
significant regulatory reform to alleviate the burdens of the ACA
until the law’s full repeal and replacement.

Put Medicaid on a Budget. The budget resolution supports the
AHCA’s model for transforming Medicaid from an open-ended ben-
efit to a quality safety net for the nation’s most vulnerable. States
would have the option of choosing one of two possible designs: a per
capita cap allotment or a block grant.

The AHCA strengthens and secures Medicaid by instituting a per
capita cap, which converts the open-ended federal share of Med-
icaid spending into a finite per-person allowance is given to a state
for every Medicaid enrollee and grows with medical inflation. The
allotment is paired with reforms that allow states to design pro-
grams for their Medicaid