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SUMMARY OF COMMITTEE RECOMMENDATION

Total Budget

[In billions of dollars]

Fiscal Year 1995

Budget Authority ................................................................. 1,540.9
Outlays ................................................................................. 1,513.6
Revenues .............................................................................. 1,338.3
Deficit ................................................................................... 175.3
Debt Subject to Lim it .......................................................... 4,968.3

Fiscal Year 1996

Budget Authority ................................................................. 1,614.2
Outlays ................................................................................. 1,585.0
Revenues .............................................................................. 1,410.8
Deficit ................................................................................... 174.2
Debt Subject to Lim it .......................................................... 5,293.8

Fiscal Year 1997
Budget Authority ................................................................. 1,692.4
Outlays ................................................................................. 1,668.7
Revenues .............................................................................. 1,478.7
Deficit ................................................................................... 190.0
Debt Subject to Lim it .......................................................... 5,640.1

Fiscal Year 1998
Budget Authority ................................................................. 1,779.0
Outlays ................................................................................. 1,743.8
Revenues .............................................................................. 1,555.9
Deficit ................................................................................... 187.9
Debt Subject to Lim it .......................................................... 5,996.2

Fiscal Year 1999
Budget Authority ................................................................. 1,875.0
Outlays ................................................................................. 1,831.7
Revenues .............................................................................. 1,630.0
Deficit ................................................................................... 201.7
Debt Subject to Lim it .......................................................... 6,367.3



SUMMARY OF COMMITTEE RECOMMENDATION

On-Budget Only

[In billions of dollars]

Fiscal Year 1995
Budget Authority ................................................................. 1,246.8
Outlays ................................................................................. 1,225.5
Revenues .............................................................................. 977.8
Deficit ................................................................................... 247.7
Debt Subject to Lim it ........................................... . ............. 4,968.3

Fiscal Year 1996
Budget Authority ................................................................. 1,308.4
Outlays ................................................................................. 1,284.7
Revenues .............................................................................. 1,031.2
Deficit ................................................................................... 253.5
Debt Subject to Lim it .......................................................... 5,293.8

Fiscal Year 1997
Budget Authority ................................................................. 1,374.4
Outlays ................................................................................. 1,356.5
Revenues .............................................................................. 1,079.7
Deficit ................................................................................... 276.8
Debt Subject to Lim it .......................................................... 5,640.1

Fiscal Year 1998
Budget Authority ................................................................. 1,447.8
Outlays ................................................................................. 1,419.0
Revenues .............................................................................. 1,136.4
Deficit ................................................................................... 282.6
Debt Subject to Lim it .......................................................... 5,996.2

Fiscal Year 1999
Budget Authority ................................................................. 1,531.4
Outlays ................................................................................. 1,495.0
Revenues .............................................................................. 1,190.2
Deficit ................................................................................... 304.8
Debt Subject to Lim it .......................................................... 6,367.3
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HOUSE BUDGET COMMITTEE RECOMMENDATION
[in billions of dollars]

Committee recommemdatlo-total budget

1995 1996 1997 1998 i9

Budget authority ..........................................................
Outlays ........................... .......................................
Revenues . .............................................................
Revenue change ..............................................................
(Medicare part A revenues) ................................................
Deficit --.-..-..-............................................
Debt subject to limit ................................ ...
050 National defense:

Budget authority .........................................................
Outlays ...............................................................

150 International affairs:
Budget authority . . ..............................
Outlays -..-.-.-...........-................. . .......................

250 General science, space and technology:
Budget authority .......................................................
Outlays . .... . . ...................

270 Energy:
Budget authority ........................................................
Outlays ............. ... . ..............

300 Natural resources and environment-
Budget authority ........... . .............
Outiays . .. . ...... .. ......................................................

350 Agriculture:
Budget authority .......................................................
Outlays ....................... . . . .............

370 Commerce and housing credit.
Budget authority ...........................................................
Outlays ......................................................................

400 Transportation:
Budget authority . ................................................
Outlays .................. . . . . .......................

450 Community and regional development:
Budget authority .................. . . .............
Outlays ......................................................................

500 Education, training, employment and social services:
Budget authority. ................................................
outay ........ ..... .... .... ...... ..... ...............................

550 Healt:
Budget authority . ... .............................
Outlays ..... . . . . . .............

570 Medicare-
Budget authority ............................................................
Outlay ...................................................................

600 Income security:
Budget authority ............... ... ..............................

Outlays . .................................... ......................

650 Social Security:
Budget authority .................................................
Outp ................. .......................

700 Veterans benefits and services:
Budget authority . ............ . . .............
Out ... ...................................................................

750 Administration of Justice:
Budget authority ......... . ................
Outlays ........................................................................

800 General government-
Budget authority ..........................................................
Outlays ........ -...................................

900 Net interest-
Budget authority .........................................................
Out. ........................................................................

1,540.9 1,614.2
1,513.6 1,585.0
1,338.3 1,410.8

0.0 0.0
100.3 106.3
175.3 174.2

4,968.3 5,293.8

263.3 255.3
270.5 261.2

19.2 17.2
18.1 17.3

17.2 17.2
17.1 17.2

6.0 5.9
5.0 5.1

21.4 22.2
21.2 21.7

12.6 13.2
11.9 12.1

9.3 6.5
-8.0 -11.8

41.8 41.8
38.8 39.6

9.5 9.0
9.3 8.9

57.0 58.2
53.4 55.2

123.4 136.6
122.3 135.4

162.4 180.5
160.5 178.2

219.8 234.5
220.4 229.1

339.2 355.5
337.3 355.2

37.2 37.6
36.6 36.6

18.0 20.8
16.8 19.1

13.7 13.5
13.5 14.7

213.6 229.8
213.6 229.8

1,692.4
1,668.7
1,478.7

0.0
111.9
190.0

5,640.1

252.0
256.6

17.0
17.3

17.3
17.3

5.9
4.9

22.1
21.7

13.7
12.4

6.2
-3.5

43.1
40.1

9.0
9.0

59.9
58.0

150.9
149.8

198.5
196.1

249.1
242.6

374.6
373.1

38.5
38.3

21.7
20.6

13.4
13.9

241.0
241.0

1,779.0
1,743.8
1,555.9

0.0
117.8
187.9

5,996.2

258.7
256.7

16.8
17.7

17.4
17.4

6.1
4.7

22.0
21.6

13.9
12.7

7.2
-2.4

43.9
40.3

9.0
9.1

61.7
60.6

166.6
165.4

217.7
215.1

261.0
253.1

393.3
391.7

38.6
38.5

22.7
22.1

13.1
13.4

251.7
251.7

1,875.0
1,831.7
1,630.0

0.0
123.7
201.7

6,367.3

258.7
256.7

17.0
17.7

17.4
17.4

5.4
4.2

21.6
21.2

14.2
13.1

6.7
-2.2

44.7
40.3

9.0
9.1

61.8
60.8

182.9
181.7

242.2
239.0

272.2
264.1

413.1
411.3

39.7
39.7

22.8
22.1

13.2
13.4

263.5
263.5



HOUSE BUDGET COMMITTEE RECOMMENDATION-Continued
[In billions of dollars]

Committee recommendatlon-total budget

1MJ5 1996 197 198 1999

920 Allowances.
Budget authority ...................... -0.8 -3.6 -3.6 -2.9 1.4outlays ....... ................................ -1.8 -2.1 -2.6 -6.1 -0.5

950 Undistributed offsetting receipts:
Budget authority . . -42.9 -37.5 -37.9 -39.5 -40.5
Outlays .................... -42.9 -37.5 -37.9 -39.5 -40.5
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YEAR 1995

MARCH 8, 1994.-Committed to the Committee of the Whole House on the State of
the Union and ordered to be printed

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

REPORT

together with

ADDITIONAL, SUPPLEMENTAL, AND DISSENTING VIEWS

[To accompany H. Con. Res. 218]

1. OVERVIEW OF THE COMMITTEE'S RECOMMENDED
BUDGET RESOLUTION

The 1995 Budget Resolution ordered reported by the House
Budget Committee is consistent with the historic legislation en-
acted last year that reduced the deficit, restored fairness to the tax
code, and spurred job creation. By meeting the discretionary caps
and preserving the entitlement cuts made in last year's reconcili-
ation bill, the budget holds the line on the deficit. Entitlement
spending is below the levels set as part of the entitlement review
process endorsed by the House and implemented by the President
through Executive Order. Within its tight controls on spending, the
Congress may reorder priorities toward investment in our people
and our physical infrastructure by curbing spending on less-produc-
tive programs.

In the recommended budget, the deficit in 1995 is 2.5 percent of
'ross Domestic Product (GDP), the lowest since 1979. This Der-

- further in 1998-99 and throrh-"-' " '



rose from 26.3 percent in GDP in 1979 to 51.6 percent in 1993, is

leveled off. These projections are shown in Table 1.

TABLE 1.-THE COMMITTEE'S BUDGET
[Fiscal years, billions of dollars or percent, total budget]

Estimated
1993 1994 1995 1996 1997 1998 1999

Billions of dollars:
Outlays, total ........................................... 1,408 1,478 1,514 1,585 1,669 1,744 1,832

Discretionary .................................................... 543 547 541 543 545 547 552
Mandatory .......... . . .. 64 734 771 826 889 950 1,020
Deposit insurance ................... -28 -3 -12 -14 -6 -5 -4
Net interest ...................................................... 199 201 214 230 241 252 264

Revenues ................ 1,153 1,251 1,338 1,411 1,479 1,556 1,630
Deficit .................. 255 228 175 174 190 188 202

Debt held by the public ................................. 3,247 3,464 3,653 3,840 4,045 4,251 4,474
Percent of GDP:

Outlays .............................................................. 22.4 22.3 21.6 21.5 21.4 21.3 21.3
Revenues ................ 18.3 18.8 19.1 19.1 19.0 19.0 19.0
Deficit .................. 4.0 3.4 2.5 2.4 2.4 2.3 2.3
Debt held by the public ................................ 51.6 52.2 52.1 52.0 52.0 51.9 52.0

Note: 1994 is C80 baseline as revised in March. Detail may not add to totals because of rounding.

Federal spending declines as a percent of GDP. Beginning in
1995, it is lower than in any one of the previous 15 years. The im-
provement in federal deficits from the 1982-93 average to 1995-99
is mainly due to this decline in spending relative to the economy;
the increase in revenues is modest. In fact, revenues as a percent
of GDP remain below 1980-82 levels.

TABLE 2.-OUTLAYS, REVENUES AND DEFICITS AS PERCENT OF GOP

1982-93 1995-99

Outlays ................................................................................................................................. 23.1 21.4
Revenues ........................................................................................................................... 18.7 19.0

Deficit ...................................................................................................................... 4.4 2.4

The recommended budget leads to far more favorable budget
trends than before the enactment of the 1993 reconciliation act, re-
flecting the effects of that legislation on the budget and the econ-
omy. Table 3 compares the recommended budget with CBO's pro-
jection made in January 1993.

TABLE 3.-DEFICIT PROJECTIONS, 1993 AND TODAY
[Fiscal years, billions of dollars]

1994 1995 1996 1997 1998

CBO baseline, January 1993 .............. 291 284 287 319 357
Committee recommendation ....................... 228 175 174 190 188

As CBO has written, "the dramatic improvement since last Janu-
ary is largely the result of the enactment in August of a major
package of tax increases and spending cuts."

The ratio of federal debt to GDP is leveled off at 52 percent from
1994 through 1999. Just a year ago, before the Congress and the
President enacted the 1993 reconciliation act, CBO had projected



a runaway debt. Under then-current policies, the debt ratio would
have risen to 64.4 percent of GDP in 1999.

FIGURE 1

Federal Debt
As a Percent of GDP

Percent of GDP
70%
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Source: HOC; COO.

The structural deficit, which averaged more than three percent
of potential Gross Domestic Product in 1981-93, is reduced to 2.1
percent of GDP by 1995 and remains at about that level through
1999. This is a significant reduction in the drain on the nation's
saving that is required to finance the deficit. Lower deficits will
"raise the national saving rate, permit more investment, and even-
tually result in a higher level of output," as is pointed out in the
CBO report on The Economic and Budget Outlook.

TABLE 4.-FISCAL POLICY IN THE BUDGET RECOMMENDATION
[Fiscal years, billions of dollars or percent]

Actual Est. Projected

1993 1994 1995 1996 1997 1998 1999

Deficit in recommended budget ............................ 255 228 175 174 190 188 202
Structural deficit ....................... 215 183 149 157 171 172 188

Percent of potential GOP ........ 3.3 2.7 2.1 2.1 2.2 2.1 2.2

Effects of the aggregate federal budget on the economy are sum-
marized in the calculation of the "structural deficit." This is the
deficit as it would be at a standardized, high level of employment,

CBO Projections
January 1993

. .. . . .. . . . .. . . . .. . .. . . . .. . .. . . . . . . . . . . . . .- . . . ..

----. -. -------......... ...................... . . . .T '

Budget R evolution
March 1994



i.e., with the effects of recession removed. It also excludes the
spending and asset sales associated with deposit insurance. spend-
ing, since these transactions do not affect economic activity in the
way that other types of spending and taxes do.

Sharp year-to-year changes in the structural deficit indicate
"shocks" to the economy from the budget; for example, a drop in
the structural deficit of around one percent of GDP or more in a
single year runs the risk of recession. Based on these estimates,
the biggest shocks in the five-year projection period are in 1994, a
deficit decrease of 0.6 percent of GDP, and 1995, when it again
falls by 0.6 percent of GDP. For the rest of the period the struc-
tural deficit is stable.

Up until recently the Federal Reserve has maintained an accom-
modative policy of keeping short-term interest rates low, while the
enactment of deficit reduction reduced long-term interest rates. As
a result, the economy has accelerated its expansion despite the im-
pact of deficit reduction, and appears to have enough momentum
to absorb the remaining impacts of deficit reduction in 1994 and
1995. However, the Fed's recent move to raise short-term rates by

4 percentage point makes it clear that no further accommodation
is likely. With monetary policy no longer able to offset the impact
of any further deficit reduction, the President's budget imposes as
much deficit reduction in 1994 and 1995 as the economy can absorb
and still maintain forward momentum.

Changing Priorities

Developing a discretionary budget is essentially a zero-sum proc-
ess-any increases must be offset with corresponding cuts in order
to stay within the caps. The Committee recommendation proposes
to restore the balance between spending on national security--de-
fense and international-and domestic needs.



FIGURE 2

DISCRETIONARY SPENDING
OUTLAYS IN BILLIONS OF CONSTANT (1987) DOLLARS

$325
DEFENSE AND INTERNATIONAL
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Source: OMB HIstorical Tables, Feb. 94.

Although defense spending declines consistent with the post-cold-
war builddown that began in the mid-1980's, domestic spending is
also constrained by the tightness of the discretionary caps. Overall,
domestic discretionary spending under the recommended policies
fails to keep up with inflation over the period covered by the reso-
lution.

The budget cuts discretionary spending by reducing federal per-
sonnel and restraining growth in federal pay. The budget proposes
to reduce the number of federal personnel by 273,000 through
1999, of which 135,000 would be accomplished by the end of 1995.
Other savings are achieved by the Administration's proposed pro-
curement reform and by continuation of the Administration's plan
to reduce agency administrative spending by three percent each
year.





II. ECONOMIC BACKGROUND AND ASSUMPTIONS

A. The Economy in 1993: A Stronger Expansion

The events of 1993 showed the favorable effects on the economy
of the fiscal policies adopted in last year's budget resolution. That
resolution incorporated and strengthened President's Clinton's pro-
posals to the Congress in his budget and economic program. The
Committee's recommended budget resolution for fiscal year 1995
maintains the priorities established last year.

After a slow start, the economy steadily gained momentum dur-
ing 1993 as the favorable effects of the Administration's deficit re-
duction program on interest rates showed up in a surge in housing
starts, rising employment growth, improving consumer confidence,
and increasing business investment spending. The shift in eco-
nomic policy contained in President Clinton's budget played a
major role in turning around a disappointing economic recovery.

Through the first quarter of 1993, recovery from the 1990-91 re-
cession had been one of the weakest in postwar history, with real
GDP growth at an annual rate of only 2.4 percent compared with
average growth at a 4.5 percent rate in the first two years of six
previous recoveries. Payroll job growth lagged even farther behind
as companies downsized their workforces to cut costs. In a sense,
this corporate restructuring set the stage for the current period of
faster growth with low inflation. As productivity growth rose, the
threat of inflation receded, and long-term interest rates came down
as it became clear that the Clinton Administration's fiscal plan
would permanently reduce the budget deficit.

The fall of long-term interest rates, shown in Figure 1, encour-
aged people to buy and build houses. Single-family starts, shown
in Figure 2, reached their highest level in six years.

Businesses responded to the falling interest rates and the im-
proving economic climate by raising their investment plans, as
demonstrated in Figure 3.
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FIGURE 1

INTEREST RATES
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FIGURE 2
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Combined with the strength in housing construction, this in-

crease in demand generated additional jobs and income for working

Americans. In the 12 months between January 1993 and January

1994, there was a gain of 1,897,000 nonfarm jobs, of which

1,704,000 were in the private sector. Job creation during the last

12 months has surpassed the total for the entire preceding four

years for both total civilian employment and private payroll em-

ployment. Not only was there strong growth in jobs overall, there

were significant gains in better-paying occupations such as "mana-

gerial and professional" and "precision production, craft and re-

pair." In 1993, 1.4 million people found jobs in these occupations,
but in the previous four years the number of people in these occu-

pations rose by only 1.0 million because there was a decline of 1.1
million people employed in the "precision production, craft and re-
pair" category.

FIGURE 4

PRIVATE PAYROLL EMPLOYMENT GROWTH
Thousands of jobs
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The inflation rate slowed for the third consecutive year, with the
Consumer Price Index increasing only 2.7 percent in 1993, down
from the 2.9 percent rate in 1992. Falling energy prices held down
the overall increase, and the "core" rate of inflation excluding food
and energy prices was only 3.3 percent, little changed from 3.2 per-
cent in 1992.

Demand for credit rose as the economy gained strength during
the year, and, despite low inflation and no significant indications
of upward pressures from either labor costs or materials costs,
long-term interest rates rose late in December as markets seemed



to expect increasing upward pressure on prices in 1994. The Fed-
eral Reserve took action on February 4 to raise short-term interest
rates in an effort to assure the markets that it will not allow a
steady rise of inflation. The new target for the Fed-funds rate is
now 3.25 percent, up from the 3.0 percent which had prevailed for
the last 15 months. Other interest rates also rose.

B. The Recommended Economic Assumptions

The Short-term Outlook for 1994 and 1995
The budget resolution recommended by the Committee is based

on the economic forecast and projections prepared by the Congres-
sional Budget Office; these assumptions are shown in Table 1. The
Committee believes that these assumptions present a realistic and
honest outlook for the economy during the next five years.

The performance of the economy in 1993 was better than gen-
erally expected at the beginning of the year, and the strengthening
seen during the second half is generally forecast to continue into
1994 without any significant acceleration of inflation. Economic
growth in 1995 is expected to slow to a pace which is sufficient to
reduce the unemployment rate without raising the threat of infla-
tionary overheating of the economy. The economic policies put in
place in 1993 have laid the foundation for the sustained economic
expansion projected by the Congressional Budget Office and the
Administration. Federal Reserve Chairman Greenspan has told the
Joint Economic Committee that "the underlying, long-term eco-
nomic outlook in this country is improving quite measurably, and,
indeed, I don't recall as good an underlying base for the long-term
outlook as we have today in the last two or three decades."

The recommended economic forecast for 1994 is for moderate real
GDP growth of 2.8 percent, continued low inflation of 2.9 percent,
and a modest and gradual increase of short-term interest rates dur-
ing the year. Because CBO anticipated that the Federal Reserve
would raise short-term interest rates early in 1994, the Fed's Feb-
ruary 4 action would not change the forecast. This forecast is simi-
lar to the Blue Chip consensus of forecasts by private economists
and the Administration's economic forecast, shown in Table 2.
Growth is forecast to slow slightly to 2.7 percent in 1995, the un-
employment rate declines, and short-term interest rates edge up
with a slight rise in inflation.

The Five-Year Economic Projections

The economic projections for 1996 through 1999 show the favor-
able economic trends which are supporting the short-term outlook
continuing to provide a climate for stable, noninflationary real
growth which gradually reduces the unemployment rate. These
trends are the result of the lower budget deficits resulting from ac-
tion in 1993, low inflationary pressures, relatively accommodative
monetary policy, and recent demographic trends. Real GDP is pro-
jected to grow at an average rate of 2.6 percent between 1995 and
1999, enough to reduce the unemployment rate gradually, but not
fast enough to lead to a dangerous acceleration of inflation. The in-
flation rate as measured by the Consumer Price Index averages 3.1
percent per year, with the rate edging up slightly from the low in-
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flation of 1993 as economic growth increases the utilization of labor
and capital. The three-month Treasury bill interest rate rises to 4.6
percent in 1996, but the lack of serious inflationary pressure allows
the ten-year Treasury note rate to remain at 6.2 percent between
1996 and 1999.
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TABLE 1.-ECONOMIC ASSUMPTIONS
[Calendar years, billions of dollars or percent]

Actual Projected
1993 1994 199 1996 1997 1998 1999

Annual Averages:
Gross Domestic Product ...... ... 6,379 6,730 7,099 7,483 7,880 8,287 8,700

Percent change .............................. 5.6 5.6 5.5 5.4 5.3 5.2 5.0
Real GOP (billion 1987 $) ........................ 5,138 5,274 5,418 5,566 5,717 5,867 6,011

Percent change ................................. 3.0 2.9 2.7 2.7 2.7 2.6 2.5
GOP deflator (percent change) .................... 2.6 2.7 2.7 2.6 2.5 2.5 2.5
Consumer Price Index (percent change) 2.8 2.7 3.0 3.1 3.1 3.1 3.1
Civilian Unemployment Rate 1 (percent) 6.8 6.4 6.1 5.9 5.8 5.7 5.7
Three-month Treasury bill rate (percent) 3.0 3.5 4.3 4.6 4.6 4.7 4.7
Ten-year Treasury note rate (percent) ......... 5.9 5.8 6.0 6.1 6.2 6.2 6.2
Taxable incomes:

Wages and salaries ............................ 3,080 3,287 3,482 3,608 3,857 4,049 4,244
Corporate profits ................................... 459 491 491 508 526 547 567

Fourth Quarter to Fourth Quarter (percent
change):

Gross Domestic Product ............................... 5.4 5.7 5.4 5.4 5.3 5.1 4.9
Real GOP ....................................................... 3.2 2.8 2.7 2.7 2.7 2.6 2.4
GOP deflator ................................................. 2.2 2.8 2.6 2.6 2.5 2.5 2.5
Consumer Price Index ................................ 2.8 2.9 3.0 3.1 3.1 3.1 3.1
Civilian Unemployment Rate 1 (percent,

fourth quarter level) . ...... ...... 6.5 6.2 6.0 5.9 5.8 5.7 5.7

1Pre-1994 basis. Due to a change in methodology. published rates are likely to be higher. The year-to-year change should not be at-
fected.

TABLE 2.-COMPARISON OF ECONOMIC FORECASTS FOR 1994 AND 1995
[Calendar years]

Forecast
Actual 1993

1994 1995

Fourth Quarter to Fourth Quarter (Percent change)
Real Gross Dom estic Product ...................................................................... 3.2 ................... ....................

House Budget Committee recommendation ...... . ........ ................... 2.8 2.7
Administration .................................................................................... .................... 3.0 2.7
Consensus ........................................................................................... .................... 2.9 2.6

GDP Deflator ........................................................................................... 2.2 ................... ...................
House Budget Committee recommendation ........................................ ................... 2.8 2.6
Administration ................................................................................. .................... 2.7 2.8
Consensus ......................................................................................... .................... 2.7 2.9

Consumer Price Index (CPI-U) ...................................................................... 2.8 ................... ...................
House Budget Committee recommendation ...................................... ................... 2.9 3.0
Administration ..................................................................................... .................... 3.0 3.2
Consensus ........................................................................................ .................... 3.0 3.3

Calendar Year Average (Percent)
3-month Treasury Bill Rate ........................................................................ 3.0 .................... ...................

House Budget Committee recommendation ......................................... .................... 3.5 4.3
Administration ................................................................................. .................... 3.4 3.8
Consensus ......................................................................................... .................... 3.4 3.9

10-year Treasury Note Rate ...................................................................... 5.9 .................... ....................
House Budget Committee recommendation ........................................ .................... 5.8 6.0
Administration ...................................................................................... .................... 5.8 5.8
Consensus I ............................................................................................. .................... 6.0 6.2

Civilian Unemployment Rate ........................................................................ 6.8 .................... ....................
House Budget Committee recommendation ........................................ .................... 6.4 6.1
Administration .................................................................................... .................... 6.5 6.1
Consensus ............................................................................................ .................... 6.4 6.2

1 Blue Chip does not project a 10-year note rate. The values shown are based on the Aaa bond rate and CBO's projection of the dli-
frenna between the corporate bond rate and the 10-year government note rate.

Serces Congressional Budget Office. January 1994. Administration Budgt Submission, February 7. 1994. Consensus: Blue Chip Eco-
nomic Indicators, February 10. 1994. Average of 50 private forecasts.
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C. Saving and Investment for Growth

The longer-run effects of fiscal policy on the health of the econ-
omy are most evident over a period of several years as changes to
the deficit affect the balance between national saving and national
investment. The persistent large budget deficits of the 1980's bear
a large share of the blame for the slow economic growth of the late
1980's, while the lower deficits projected for the 1990's as a result
of the 1993 budget act are expected to allow higher potential in-
vestment and higher GDP in subsequent years.

Changes in national saving and investment can have significant
effects on the potential growth rate of the economy over a sus-
tained period, and permanent effects on the level of GDP. Last
year's budget incorporating the President's program to reduce the
federal deficit will directly add to national saving, making more of
the saving of households, businesses and state and local govern-
ments available for productive private investments. It will also re-
duce the need to borrow the savings of foreigners in order to fi-
nance our investment. The proposed increase in infrastructure and
other types of public investment will reverse the decline of federal
non-defense investment that occurred over the last decade.

The prospects for improving American living standards in the
1990's depend critically on an increase in the national saving rate,
the reduction of the current account deficit, and an increase in the
investment share of GDP. Since the early 1980's there has been a
persistent imbalance between national saving and national invest-
ment, requiring the United States to borrow a substantial share of
the financing of domestic investment from abroad. While both pri-
vate and public saving have fallen, the continuing large federal
deficits have been a major factor in the deterioration of the foreign
trade balance and the buildup of international indebtedness.

For the 30 years between 1950 and 1980, saving by the private
sector and state and local governments averaged about eight per-
cent of GDP per year while the federal deficit was about one per-
cent of GDP. The national saving rate was thus between seven and
eight percent of GDP, allowing net additions to the domestic capital
stock of six percent of GDP through investment in business plant
and equipment and housing. In addition, the country was able to
lend about 0.3 percent of GDP abroad. The inflow of factor income
from this net foreign investment offset the merchandise trade defi-
cits in the 1970's which resulted from the sharp rise in oil prices
after 1973.

TABLE 3.-SAVING AND INVESTMENT BALANCE

Personal say- Saving and Investment (percent of GDP)
ing (percent
of disp. In- Non-federal Federal delf- Net national Foreign cap- Not fixed in-

come) saving cit -) saving ha inflow (+ vestment

1951-60 ..... ............ 6.8 7.3 -0.2 7.1 -0.3 6.3
1961-70 ..........- 6.9 8.3 -0.4 7.9 -0.6 6.2
1971-80 ..... ............. 7.7 8.8 -1.8 7.0 -0.2 6.4
1981-90 ..........- 6.2 7.1 -3.6 3.5 +1.8 4.7
1981-85 .......... 7.7 8.3 -4.1 4.3 +1.2 4.9
1986-90 .................................... 4.6 5.9 -3.2 2.7 +2.4 4.6
1990 ......................................... 4.2 5.1 - 2.9 2.2 +14 3.6
1991 ....................... 4.8 5.4 -3.5 1.9 -0.1 2.1



TABLE 3.-SAVING AND INVESTMENT BALANCE-Continued

Personal say- Saving and Investment (percent of GOP)
ing (percent
of disp. in- Non-federal Federal dell- Net national Foreign cap- Net fixed In-

come) saving cit (- saving ital inflow ( ) vestment

1992 .......................................... 5.3 5.9 - 4.6 1.3 +0.9 2.2
1993 .......................................... 4.0 4.8 - 3.5 1.3 +1.5 3.2

In the 1980's there was a sharp change. While the non-federal
saving rate remained near eight percent of GDP during the first
half of the decade, the federal deficit more than doubled to an aver-
age of 4.1 percent of GDP. Between 1986 and 1990, non-federal
saving fell to about six percent of GDP while the federal deficit re-
mained near three percent of GDP despite the continuing economic
expansion. The national saving rate dropped from 4.3 percent of
GDP in the first half of the decade to 2.7 percent in the second
half; this is less than half the average of the previous three dec-
ades. As a result of the recession, the national saving rate fell to
only 1.9 percent of GDP in 1991 and to 1.3 percent of GDP in 1992.
The rate did not recover, but remained at only 1.3 percent of GDP
in 1993.

FIGURE 5

THE BUDGET DEFICIT AND NATIONAL SAVING
(National Income Accounts basis, Fiscal years)

Percent of GNP
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Although net domestic investment also declined (meaning that
the capital stock was growing more slowly), the United States had
to borrow savings from abroad to finance the investment that was
made. In fact, the United States financed one-quarter of its net



fixed investment by borrowing from abroad in the first half of the
1980's, and an unsustainable one-half between 1986 and 1990.

Even though we are the wealthiest nation in the world, with a
national net worth of more than $50 trillion in 1993, the fact that
we have had to borrow savings from other countries to finance our
domestic investment will have a significant impact on the Amer-
ican economy in the 1990's.

The absorption of private saving and the state and local budget
surpluses by the federal deficit during the 1980's resulted in the
U.S. having the lowest national saving rate of the industrial coun-
tries. Between 1981 and 1990, the national saving rates of the in-
dustrial countries of the OECD averaged 9.4 percent of GDP, with
the U.S. at the bottom of the list with only 3.5 percent. Japan's na-
tional saving rate averaged 18.4 percent of GDP.

The lower investment during the 1980's meant that American
workers had a smaller capital stock to use-a factor which lowered
productivity growth and therefore lowered the potential rate of real
income growth. This was compounded by the misallocation of a por-
tion of the investment into "see-through" office buildings and other
projects which were undertaken in response to the tax incentives
in the 1981 tax bill. Nonfarm productivity grew at a rate of only
1.0 percent between the end of the 1981-82 recession and the be-
ginning of the 1990-91 recession. This was little more than half of
the average rate during the 22 years from 1959 to 1981.

Productivity has been growing faster during the past two years,
largely at the expense of job creation, as firms have reduced their
workforces in an effort to lower costs. However, the increased busi-
ness investment, discussed earlier in this chapter, promises to pro-
vide the means for both improved productivity growth and rising
employment during the next several years. The higher share of
GDP accounted for by business investment and the improvement in
the national saving rate compared with the steady decline of the
1980's are major factors in the better long-term outlook for the U.S.
economy in the rest of the decade.

Another important aspect of the decline of national saving due to
the federal deficits of the 1980's is the fact that the foreign owners
of the savings which were borrowed to finance our investment will
expect a return from the income generated by that investment. In
other words, a larger share of the income produced in the U.S. will
have to be paid abroad in the form of interest, dividends, corporate
profits and rents.

This will limit the growth of American real wages and incomes
unless the deficit is reduced in the 1990's. For more than 60 years,
the United States had a positive international investment position,
that is, foreigners owed us more than we owed them. At the peak
in 1982, before the decline in private saving and the sharp rise in
the federal deficit, we had a positive net international investment
position of $379.2 billion. However, that changed in the 1980's. The
U.S. now has a negative net international investment position,
amounting to $521.3 billion at the end of 1992.
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Capital Budgeting

The Committee strongly supports the President's commitment to
distinguishing between capital investments and operating expenses
in the federal budget.

The Committee endorses the National Performance Review rec-
ommendation that calls for this process to begin in the fiscal year
1996 budget, an intention that was restated in the fiscal year 1995
budget submission.

The purpose of a capital budget is to inform spending decisions
by distinguishing between productive, long-term investments and
current operating expenditures. With this in mind, the Committee
recognizes that a federal capital budget should be structured to re-
tain strong fiscal discipline. It should include a strict, performance-
based definition of capital. It should at the very least include phys-
ical infrastructure with a long useful life. Finally, it should require
the eventual elimination of the operating deficit in the federal
budget.

The Committee hopes that the President's initiatives in the area
of capital budgeting can be reconciled with legislative proposals
this year to put in place an improved budget structure in fiscal
year 1996.





M. THE BUDGET PLAN IN DETAIL

A. Explanation of Committee Recommendation by Function

COMMITTEE RECOMMENDATION
FUNCTION 050: NATIONAL DEFENSE

[in millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimatd Committee rec-
Budget au- Outays ommendation

thrty Ou Budget au- Budget A outlays
thority Outlays thority

Discretionary .............................................. 261,456 279,727 263,948 271.124 263,792 270,899
Mandatory ..................................................... -830 -757 -499 -362 -499 -362

Total .......... .......... ......... 260,626 278,970 263,449 270,762 263,293 270,537

Note-. President Reestimated and the Committee Recommendatlon include GSA rent and procurement reform savings that the President
shows in Function 920.

The Committee, recommendation represents the dollar level of
the President's 1995 defense request (excluding proposed
supplementals and rescissions) adjusted to reflect defense's share of
the Administration's proposed procurement reform and GSA rent
reductions.

The committee continues to be concerned that the United States
bears a disproportionate share of the financial burden for the de-
fense of our allies. This is not acceptable in a period of reduced
United States defense budgets when many of our allies are capable
of assuming a larger share of the costs. In particular, the commit-
tee believes that the United States should not continue to bear an
inequitable burden for overseas-based costs such as indirect hires
of foreign nationals, utilities, maintenance, etc. The committee rec-
ognizes a five-year agreement signed by Japan in 1991, promising
its contribution will be 75 percent of the total cost of U.S. deploy-
ment, excluding salaries of U.S. armed forces and civilian person-
nel. However, we should encourage Japan to go beyond that
amount and negotiate similar agreements with other allied nations
hosting major concentrations of U.S. forces-Italy, Germany, the
United Kingdom, and South Korea-so that each will assume a sig-
nificant amount of U.S. stationing costs.

The committee is concerned that the Administration's defense
budget does not provide an adequate long-range bomber force to
meet essential defense requirements. Specifically, the committee
assumes that the Administration's plan to reduce the B-52H bomb-
er force to 47 aircraft will not be enacted. The committee rec-
ommendation assumes that at least 74 B-52H bombers will be re-
tained.
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FUNCTION 050: NATIONAL DEFENSE

051: Department of Defense-Military
053: Atomic Energy Defense Activities
054: Defense-Related Activities

Description of Function:
Funds in this function are provided to develop, maintain, and

equip the military forces of the United States, and to finance de-
fense-related activities of the Department of Energy. Major areas
of funding include pay and benefits for military and civilian person-
nel including an accrual charge for the costs of future military re-
tirement benefits; research, development, testing, and evaluation;
procurement of weapons systems and supporting equipment; mili-
tary construction including family housing; and operations and
maintenance of the defense establishment. Funding is also pro-
vided for the development and procurement of nuclear weapons
and naval reactors.

Major Federal Programs in This Function:
Department of Defense-Military
Atomic Energy Defense Activities
Defense-Related Activities

Major Federal Departments and Agencies in This Function:
Department of Defense
Department of Energy

(Nuclear Weapons and Naval Reactors)

COMMITTEE RECOMMENDATION
FUNCTION 150: INTERNATIONAL AFFAIRS

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimated committee ec
Budget an- Oedlaysen

thoritm Budt au- Otys Budget an- Ontlays

thorny O ony

Discretionary ................................................... 20,571 21.311 20,917 21,055 20.845 20,940
Mandatory ......................................................... -1,212 -2,630 -1,613 -2,872 -1.613 -2,872

Total .. ..... 19.359 18,681 19,304 18.183 19,232 18,058

Note- President Reestimated and the Committee Recmomendatlo include GSA rent and procurement reform savings that the President
shows in Function 920.

The Committee recommendation represents the dollar level of
the President's 1995 request (excluding proposed supplementals
and rescissions) adjusted to reflect the international affairs share
of the Administration's proposed procurement reform and GSA rent
reductions.

The committee assumes full funding of the Administration's re-
quest for Israel and Egypt.

The end of the cold war and the increased importance of preserv-
ing natural resources and environmental services as well as main-
taining U.S. national security make sustainable development as-
sistance programs a critical component of Function 150. The fund-
ing levels assumed for this function also reflect the commitment of



the Administration to carry out the reorientation of the Agency for
International Development toward projects that help make soci-
eties more sustainable and conserve natural resources and environ-
mental services of worldwide importance.

The committee assumes that programs to stabilize world popu-
lation growth will be funded at or above the level requested in the
Administration's budget proposal for these programs. The commit-
tee recognizes that population stabilization is an important goal of
U.S. foreign policy and fully supports the Administration's efforts
to provide leadership at the International Conference on Population
and Development in Cairo.

The committee supports the Administration's commitment to
support emerging democracies and their transition to market
economies. One of these areas in transition is the continent of Afri-
ca, which faces dire problems in combatting famine, population
growth, poverty, and AIDS. The Committee supports the Adminis-
tration's initiatives for Africa, such as a new fund for Africa in the
Overseas Private Investment Corporation.

The committee believes that Africa's development needs are best
met by a process that is equitable, participatory, financially, and
environmental!y sustainable. While the ultimate responsibility for
development in Africa lies with the African governments and Afri-
can people, the United States can play a significant role in support-
ing their efforts. The Development Fund for Africa (DFA) has been
an increasingly effective instrument for promoting sustainable de-
velopment in Africa. The Committee strongly advocates continued
support for the goals of this program.

FUNCTION 150: INTERNATIONAL AFFAIRS

151: International Development and Humanitarian Assistance
152: International Security Assistance
153: Conduct of Foreign Affairs
154: Foreign Information and Exchange Activities
155: International Financial Programs

Description of Function:
Funds in this function are provided to finance the foreign affairs

establishment including embassies and other diplomatic missions
abroad; sale of U.S. commodities under the Food for Peace pro-
grams; foreign aid loan and technical assistance activities in the
less developed countries; security assistance to foreign govern-
ments; foreign military sales made through the Foreign Military
Sales Trust fund; U.S. contributions to the international financial
institutions; Export-Import Bank activities; and refugee assistance.

Major Federal Programs in This Function:
Foreign Affairs
Foreign Aid
Food for Peace
Security Assistance
Foreign Military Sales
Export Promotion
U.S. Contributions to International Financial Institutions
Refugee Assistance



Major Federal Departments and Agencies in This Function:
Department of State
Agency for International Development
United States Information Agency
Department of Treasury
Department of Agriculture
Export-Import Bank

COMMITTEE RECOMMENDATION
FUNCTION 250: GENERAL SCIENCE, SPACE & TECHNOLOGY

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reeslimated CommiteeBudget au- otasrecomendatin

Budt au- Budget au-thority outlays thornty Outlays

Discretionary ..................................................... 17,561 17,413 17,217 17,083 17,167 17,063
Mandatory .......................................................... 30 50 30 30 30 30

Total ..................................................... 17,591 17,463 17,247 17.113 17,197 17,093

Note: President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
shows In Function 920.

The Committee supports the Administration's policy objectives
with some modifications in order to stay within the fiscal year 1995
cap. This function includes: the National Science Foundation
(NSF); the space programs of the National Aeronautics and Space
Administration (NASA), which constitute nearly 90 percent of its
total budget (the aeronautics programs are in Function 400: Trans-
portation); and the high energy physics and nuclear physics pro-
grams of the Department of Energy (DOE).

The President's proposal for 1995 is lower than in 1994 primarily
due to the termination of the DOE Superconducting Super Collider
(SSC) and the NASA Advanced Solid Rocket Motor (ASRM)
projects.

The Committee recommendation assumes a reduction of $50 mil-
lion in budget authority and $20 million in outlays from the Presi-
dent's budget for National Science Foundation programs, leaving a
funding increase for NSF of $123 million over the 1994 level.

FUNCTION 250: GENERAL SCIENCE, SPACE AND
TECHNOLOGY

251: General Science and Basic Research
252: Space Flight, Research and Supporting Activities

Description of Function:
The programs in this function are the primary source of funding

for the physical and engineering sciences, as well as of basic re-
search which is not specifically covered by other functional areas
(for example, economics). The budgets for the National Science
Foundation (NSF), the high energy and nuclear physics research
programs of the Department of Energy (DOE), and the National
Aeronautics and Space Administration (NASA)--except for its aero-
nautics programs (less than 10 percent of its entire budget) which



are in Function 400: TRANSPORTATION-are within this cat-
egory.

Major Federal Programs in This Function:
National Science Foundation (NSF) Research Support
NSF Science-Engineering Education
NSF Antarctic Research
NSF Infrastructure Grants
National Center for Atmospheric Research
DOE High Energy and Nuclear Physics Research, including ter-

mination costs for the Superconducting Super Collider (SSC)
NASA Space Activities

Major Federal Departments and Agencies in This Function:
National Science Foundation (NSF)
National Aeronautics and Space Administration (NASA)
Department of Energy (high energy and nuclear physics pro-

grams)

COMMITTEE RECOMMENDATION
FUNCTION 270: ENERGY

(in millions of dollars]

Fiscal year 1994 Fiscal year 1995
Committee rec-

President reestimated ommendatron
Budget au- ommenatys

thory Budget au- oulays Budget au- Outlays
thority a thority

Discretionary . ....... ...................... 6,455 6,290 6,384 6,524 6,197 6,457
Mandatory .................................................... 103 -1,194 -328 -1,736 -192 -1,489

Total ................................................ 6,558 5,096 6,056 4,788 6,005 4,968

Note, President Reeslimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
sh in Function 920.

The Committee supports the Administration's policy objectives
with some modifications in order to stay within the fiscal year 1995
cap. This function includes: most of the programs of the Depart-
ment of Energy (DOE), including its energy R&D programs, the
DOE Power Marketing Administrations, the Strategic Petroleum
Reserve, the clean coal technology program, the uranium enrich-
ment program, and the low-income weatherization program, among
others; the TVA power program; the Rural Electrification Adminis-
tration; and the Nuclear Regulatory Commission, among others.

The Committee rejects the proposal to cut appropriations for
REA lending programs, restoring them instead to the levels pro-
vided in 1994. The Committee recommendation assumes a reduc-
tion in the President's budget for DOE energy conservation pro-
grams of $200 million in budget authority and $50 million in out-
lays, leaving a funding increase of $94 million (or 14 percent) over
the 1994 level. It also assumes a reduction in the President's budg-
et for DOE energy supply R&D programs of $50 million in budget
authority and $23 million in outlays, leaving a funding increase of
$56 million over the 1994 level.

The Committee recognizes that the President has proposed re-
forms to improve and streamline the DOE's Nuclear Waste Fund



program. The President's proposal recognizes the importance of
Pay-As-You-Go (PAYGO) principles in order to meet the need for
deficit neutral legislation. The Committee anticipates that legisla-
tion to be addressed by the House will meet the necessary PAYGO
requirements.

The Committee supports the clean coal technology program
which helps commercialize important technologies that will allow
for the continued use of the nation's most abundant natural energy
resource. The Committee believes that strong consideration must
be given to the efficient and environmentally sound use of coal as
part of our comprehensive national energy strategy.

FUNCTION 270: ENERGY

271: Energy Supply
272: Energy Conservation
274: Emergency Preparedness
276: Energy Information, Policy, and Regulation

Description of Function:
This function represents a consolidation of nearly all federal en-

ergy and energy-related programs.

Major Federal Programs in This Function:
Energy Supply
Energy R&D (coal, oil, natural gas, solar, wind, geothermal, fu-

sion, and nuclear fission)
Uranium Enrichment Program
Energy Conservation (R&D and low-income weatherization)
Strategic Petroleum Reserve
Nuclear Regulation
TVA Power Program
DOE Power Marketing Administrations (Bonneville, Western,

Southwestern, Southeastern and Alaska)
Rural Electrification Administration (REA)
Naval Petroleum Reserves (Elk Hills)
Nuclear Waste Program

Major Federal Departments and Agencies in This Function:
Department of Energy

.Nuclear Regulatory Commission
Tennessee Valley Authority (TVA)
Rural Electrification Administration (REA)
U.S. Uranium Enrichment Corporation



COMMITTEE RECOMMENDATION
FUNCTION 300: NATURAL RESOURCES AND ENVIRONMENT

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimted Committee rec-
Budget au- Ouilays ommnendation

thority Budt- Outlays Budiet a- outlays
thority Otas thority Ouly

Discretionary ..................................................... 21,854 21,694 21,322 21,335 21,110 21,175

Mandatory ...................... 168 18 338 18 338 18

Total ...................................................... 22,022 21,712 21,660 21,353 21,448 21,193

Note: President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
shows in Function 920.

This function accepts the Administration's policy objectives with
some modification in order to stay within the fiscal year 1995 cap.
This function includes programs primarily designed to develop,
manage and maintain the nation's natural resources and protect
public health by ensuring a clean environment. The Committee rec-
ommendation is consistent with the Administration's investment
proposals involving clean water and safe drinking water. The rec-
ommendation also could largely accommodate the Administration's
other proposals.

The Committee recognizes the importance of preserving our Na-
tion's historically significant structures. To this end, the work of
the National Trust for Historic Preservation is fully supported. The
Committee also endorses strengthening National initiatives to pre-
serve engineering works and to promote industrial archaeology and
the history of technology.

The Committee supports a $50 million increase above the Presi-
dent's request for appropriations from the Land and Water Con-
servation Fund for acquisition of land for conservation and recre-
ation purposes. The Committee believes that this additional fund-
ing could be accommodated through modest reductions in the re-
quest for lower-priority items in this function.

The Committee recognizes that the acquisition of land for na-
tional parks, forests, and refuges through the Land and Water Con-
servation Fund is one of the most important means the federal gov-
ernment has for preserving our natural resources. Timely acquisi-
tion of those lands will result in substantial savings over the long
term as it will prevent them from being lost to development, deg-
radation, and rising prices.

The Committee recognizes the importance of the Everglades as
a unique ecological system and its significance as a national and
international treasure and strongly supports the Administration's
request for $59 million in 1995 for restoration of the South Florida
Ecosystem. The new policy of practicing "ecosystem management"
will be beneficial not only in maintaining the sustainability of in-
valuable ecosystems but also the preservation of the economic well-
being of numerous communities. From the Kissimmee River to the
Florida Bay, the Everglades ecosystem is interdependent and re-
quires our renewed commitment to its restoration. At this moment
in time, portions of this ecosystem are at the verge of ecological col-
lapse. An integrated task force called for by the Administration will



undoubtedly address the critical issues of water quality, water
quantity, and the water delivery system. The Committee rec-
ommends full funding of $59 million for South Florida Ecosystem
restoration activities.

In addition to the restoration of the South Florida ecosystem, the
Committee recognizes the importance of our role as federal stew-
ards to the Everglades and to other national treasures and urges
additional studies on the environmental and economic impact of ac-
tivities relating to the Outer Continental Shelf Lands program in
environmentally sensitive waters.

The Committee also supports the Administration's request for
$67 million for the Army Corps of Engineers' efforts to construct,
maintain, and operate beach erosion, flood control, navigation, and
dredging projects in the State of Florida.

The Committee notes that the President has requested a priority
investment of $300 million in fiscal year 1995 to enhance infra-
structure and environmental protection in the southwest border re-
gion of the United States in support of the North American Free
Trade Agreement. The Committee understands this includes a com-
mitment to infrastructure projects in the area of water and
wastewater for colonias; initiation of the Commission for Environ-
mental Cooperation, Border Environmental Cooperation Commis-
sion, and the North American Development Bank; surface transpor-
tation projects; and health care projects. The Committee appre-
ciates the efforts made by the Congressional Border Caucus in its
February 1993 report, Southwest Border Infrastructure Initiative,
which prioritizes projects along the southwest border, and believes
that the priorities established in the report are consistent with the
President's priorities.

The Committee recommendation assumes a reduction for EPA
operations and regulations of $130 million in budget authority from
the President's increase of $316 million. The recommendation rep-
resents an increase of $186 million in budget authority over 1994.

The Committee recommendation proposes an additional reduc-
tion of $82 million in the Natural Resources and Environment
function which has not been distributed.

FUNCTION 300: NATURAL RESOURCES AND
ENVIRONMENT

301: Water Resources
302: Conservation and Land Management
303: Recreational Resources
304: Pollution Control and Abatement
306: Other Natural Resources

Description of Function:

Programs in this function are primarily designed to develop,
manage, and maintain the nation's natural resources and protect
public health by ensuring a clean environment.

Major Federal Programs in This Function:

Conservation, Forestry, and Land Management Programs
Water Resources Program
Clean Water Program



Protection of the Environment
Development, Regulation, and Conservation of Minerals
Management and Preservation of the Public Lands
Weather and Oceanic Research and Information Programs

Major Federal Departments and Agencies in This Function:
Department of the Interior
Department of Agriculture
Army Corps of Engineers
Environmental Protection Agency
National Oceanic and Atmospheric Administration

COMMITTEE RECOMMENDATION
FUNCTION 350: AGRICULTURE

[in millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimated Committee rec-
Budget au- ommedation

tllority outlays
Budgets- Budget au-

thority outlays thority Outlays

Discretionary ................................................. 4,401 4,385 4,219 4,309 4,299 4,389

Mandatory ......................................................... 11,731 11,456 8,877 7,515 8,343 7,480

Total ........................ . 16,132 15,841 13,096 11,824 12,642 11,869

Note: President Reestimoted and the Committee Recommendation include GSA rent and procurement reform savings that Oe President
shows in Function 920.

This function accepts the Administration's policy objectives with
some modification. This function includes the commodity price sup-
port programs, crop insurance, farm operation and ownership
loans, agricultural research, the Extension Service, animal and
plant protection and other agricultural regulatory programs, and
agricultural export promotion.

The Committee rejects the President's proposed reduction of $80
million in the Emergency Food Assistance Program (TEFAP). The
Committee assumes this program is funded at $120 million in fis-
cal year 1995, the same as the fiscal year 1994 funding level. This
amount will allow continued purchase of commodities for distribu-
tion.

The Committee assumes that future ad hoc agricultural disaster
assistance will be provided through the existing authority of the
Department of Agriculture. The Committee also assumes that the
Administration's proposed reform of federal crop insurance will be
offset by savings from the elimination of ad hoc disaster aid or
other mandatory savings.

FUNCTION 350: AGRICULTURE

351: Farm Income Stabilization
352: Agricultural Research and Services

Description of Function:
Federal agricultural programs are intended to ensure a plentiful,

high quality supply of food and fiber is available and to limit eco-
nomic harm to farmers from price fluctuations and natural disas-
ters. Programs in this function include direct assistance and loans



to agricultural producers, market information and regulatory ac-
tivities, and agricultural research. Producers are assisted with defi-

ciency payments, disaster payments, crop insurance, nonrecourse
crop loans, operation loans, and export promotion. Market informa-
tion and services include Department of Agriculture administra-
tion, animal and plant disease prevention, distribution of market
information, and other regulatory activities. Research includes fed-
eral biological research, grants for state and university-supported
research, and economic analyses.

Major Federal Programs in This Function:

Commodity Price Support Programs (Commodity Credit Corpora-
tion)

Federal Crop Insurance
FmHA Farm Loans
Agricultural Research Programs
Extension Program
Consumer Protection, Marketing and Regulatory Programs
Farm Export Promotion

Major Federal Departments and Agencies in This Function:

Department of Agriculture (USDA)
Farm Credit Administration

COMMITTEE RECOMMENDATION
FUNCTION 370: COMMERCE AND HOUSING CREDIT

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995

Committee rec-

Budgetau- O President rOsulit_ d ommendation
thoty Budget a- Outlays Budget a utory thority

Discretionary ...................................................... 3,455 3,260 3,694 3,488 3,315 3,208
Mandatory .................... 13,171 -853 6,088 -11,304 5,948 -11,232

Total:
On-budget .................................... 12,126 607 7,782 -8,316 7,263 -8,524
Of-budget .................................... 4,500 1,800 2,000 500 2.000 500

Note: President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
shows in Function 920.

This function accepts the Administration's policy objectives with
some modification in order to stay within the fiscal year 1995 cap.
This function includes deposit insurance; rural housing and mort-
gage credit programs; the Census Bureau, the international trade
and export promotion programs, the technology research and trans-
fer programs, and the patent and trademark program of the De-
partment of Commerce; small business assistance; the Postal Serv-
ice; and major regulatory agencies, such as the Securities and Ex-
change Commission, the Federal Communications Commission, the
Commodity Futures Trading Commission, and the Federal Trade
Commission.

The Committee assumes that fiscal year 1995 funding for the
National Institute of Standards and Technology (NIST) will be
$792 million, a 53 percent increase over the 1994 funding level of
$516 million and $128 million less than the President's request for



1995. The assumed 1995 funding level will provide for continued
rapid growth in civilian technology research and transfer programs.

The Administration's budget states that legislation will be trans-
mitted to Congress this year to charge federal agencies the full cost
of the government's share of retirement benefits for federal employ-
ees covered by the Civil Service Retirement System. This change
will be intended to make the agency-by-agency cost of the federal
retirement system more explicit.

The Committee observes that the Committee on Post Office and
Civil Service addressed the potential impact of this proposal on the
Postal Service in its views and estimates letter of February 25,
1994, to the Committee on the Budget. That letter states:

Although the President's budget states that this pro-
posal will not affect the deficit, the Committee is concerned
about the impact on the Postal Service which is an off-
budget entity. Since 1971 the Postal Service has been re-
imbursing the CSRS for any unfunded liabilities for postal
retirees. Since 1985 the Postal Service has been reimburs-
ing the CSRS for COLA adjustments for Postal Service re-
tirees. Pursuant to OBRA 1990 and 1993, the Postal Serv-
ice is reimbursing CSRS for postal retiree COLAs between
1971 and 1985. The Committee does not have enough in-
formation to determine the extent of the impact of this
proposal on the Postal Service. Moreover, in light of the
Postal Service contributions to CSRS, over and above those
of other government agencies, the Committee questions
whether the application of this proposal to the Postal Serv-
ice would be justified.

The Committee recommendation assumes that the Securities and
Exchange Commission (SEC) operations will be funded with offset-
ting collections as in the past, rather than with increases in fees
classified as revenues as proposed by the Administration.

FUNCTION 370: COMMERCE AND HOUSING CREDIT

371: Mortgage Credit
372: Postal Service
373: Deposit Insurance
376: Other Advancement of Commerce

Description of Function:
This function is highly volatile from year to year because of

changing economic conditions and highly variable transactions such
as deposit insurance expenditures. The programs in this function
provide support to mortgage credit markets, deposit insurance for
financial institutions, and other forms of assistance to or regulation
of commerce, including small businesses. This function also in-
cludes the net spending of the Postal Service, which is off-budget.

Major Federal Programs in This Function:

Deposit Insurance
Census and Related Research
Civilian Technology Research and Dissemination
FmHA Rural Housing Loans



Mortgage Insurance Programs
Nonprofit Mail Subsidy
Small Business Assistance
Regulation of Commerce and Financial Markets

Major Federal Departments and Agencies in This Function:

Department of Housing and Urban Development: FHA and
GNMA

Department of Agriculture: FmHA
Department of Commerce: Census Bureau, National Institute of

Standards and Technology, Export Administration, and Inter-
national Trade Administration

Resolution Trust Corporation
Federal Deposit Insurance Corporation
National Credit Union Administration
Postal Service
Small Business Administration
Securities and Exchange Commission
Federal Communications Commission
Federal Trade Commission
Commodity Futures Trading Commission

COMMITTEE RECOMMENDATION
FUNCTION 400: TRANSPORTATION

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995
Committee rec-

President reestimated ommineatlee
Budget au.- outlays otedto

thority Budget so- Bdget au-

thority thorOy

Discretionary ................. 14,930 36.793 15,334 38,230 15,034 38,319
Mandatory ........................................................ 26,504 478 27,152 440 26,737 464

Total ..................................................... 41,434 37,271 42,486 38.670 41,771 38,783

Note: President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
shows In Function 920.

This function accepts the Administration's policy objectives with
some modification in order to stay within the fiscal year 1995 cap.
This function contains essentially all of the programs funded
through the Department of Transportation as well as some Mari-
time and other miscellaneous accounts. The national transportation
policy is to preserve a balance between the various transportation
modes which include highways, mass transit, rail, aviation and
water programs. The national transportation policy also seeks to
promote the particular efficiencies and benefits of each mode.

The Committee strongly supports the Administration's proposals
to increase investment in the nation's physical infrastructure. It
recognizes that public infrastructure is inextricably tied to our in-
dustrial productivity, international competitiveness and economic
well being.

The Committee strongly supports fully funding all components of
the federal-aid highway program authorized under the Intermodal
Surface Transportation Efficiency Act of 1991 (ISTEA) and opposes
cuts to this program. This increased investment in the nation's



transportation infrastructure will enhance opportunities for work-
ers throughout the economy and is an important component in the
President's strategy to rebuild American infrastructure and to in-
crease the rate of productivity gains in the economy. The Commit-
tee effectively assumes full funding of all ISTEA highway programs
in its 602(a) allocation.

The Committee supports the President's proposal to increase
funding for mass transit programs. The Committee recommends a
total of $4.562 billion in obligational authority for transit activities
including the Washington METRO. The Committee rejects the Ad-
ministration's proposal to reduce the Section 9 formula grant oper-
ating assistance by $202 million and essentially retains full fund-
ing of the operating assistance program at the 1994 funding level
by restoring $200 million in budget authority for a total funding
level of $800 million. The Committee assumes a reduction of $400
million in budget authority from the Administration's request for
formula capital assistance which still provides an increase of $225
million in capital formula funds compared to fiscal year 1994.

The Committee strongly supports development of a system of
high speed ground transportation for the United States. The Com-
mittee recommendation assumes increased funding for ISTEA,
which targeted $50 million over five years for steel-wheel rail dem-
onstration projects. In addition, the Committee assumes increased
investments for high speed ground transportation initiatives over a
four-year period.

High speed rail can be moved forward by federal support for new
initiatives such as Amtrak's X2000 train servicing the Northeast
corridor. The Committee supports similar demonstrations that will
link high speed rail in the Northeast corridor with similar initia-
tives in the Empire corridor, linking the Northeast and the Mid-
west.

High speed rail has the potential to contribute to economic
growth through increased transportation alternatives, reduced
ground and air congestion and reduced environmental pollution.
High speed rail will revive our competitiveness with Europe and
Japan, which have integrated these rail systems into their trans-
portation networks. Construction of high speed rail lines would pro-
vide an economic boost to engineering, high-technology and con-
struction industries by creating thousands of additional jobs in the
operation and maintenance of new rail lines.

The Committee recognizes that the President has proposed im-
portant maritime reforms which include a new 10-year Maritime
Security Program to provide payments to maintain operations of
U.S. flagged ships. The President's proposal recognizes the need to
adhere to Pay-As-You-Go (PAYGO) principles in order to meet the
need for deficit neutral legislation. The Committee anticipates that
new Maritime reform legislation to be addressed by the Congress
will continue to meet the necessary PAYGO requirements.

The Committee assumes $307 million in budget authority and
$348 million in outlays for the Coast Guard Acquisition, Construc-
tion and Improvement account which is essentially the 1994 level.

FUNCTION 400: TRANSPORTATION

401: Ground Transportation
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402: Air Transportation
403: Water Transportation
407: Other Transportation

Description of Function:

This function provides assistance for transportation activities in-
cluding ground (highway, railroads, and mass transportation), air
and water transportation programs. The transportation activities
include major grant-in-aid programs to support state and local ac-
tivities.

Major Federal Programs in This Function:

Highway and Bridge Construction, Repair, and Safety
Mass Transit
Railroad Assistance
Airways and Airports
Maritime Subsidies
Coast Guard

Major Federal Departments and Agencies in This Function:

Department of Transportation
NASA: Aeronautical Research and Development

COMMITTEE RECOMMENDATION
FUNCTION 450: COMMUNITY AND REGIONAL DEVELOPMENT

[in millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestinured Committe ro-

Budget a- Outlays ooimudatin
thorny Budget au- Budget as-

thrity Othorny

Discretionary ................ 8,015 9,214 9,145 9,115 9,143 9,109
Mandatory ......................................................... 419 306 314 132 336 154

Total ................... 8,434 9,520 9,459 9,247 9,479 9,263

Note: President Reestimated and tUe Committee Recommendation include GSA rent and procurement reform savings that the President
shows In Function 920.

This function accepts the Administration's policy objectives with
some modification in order to stay within the fiscal year 1995 cap.
This function includes funding for a wide variety of urban and
rural development programs, including the Community Develop-
ment Block Grant (CDBG) program, the Economic Development
Administration (EDA), rural development programs administered
by the Department of Agriculture, the Appalachian Regional Com-
mission (ARC), and the non-power programs of the Tennessee Val-
ley Authority (TVA). The function also includes funding for most
Bureau of Indian Affairs (BIA) programs and Federal Emergency
Management Administration (FEMA) and Small Business Adminis-
tration (SBA) disaster assistance and insurance programs.

The committee recognizes the special housing needs of rural com-
munities. To this end, the committee supports efforts at the De-
partment of Housing and Urban Development to make programs
more adaptable to rural housing organizations and provide waivers
to cumbersome regulations.



The Committee encourages economic and infrastructure invest-
ment in the underserved areas of Appalachia. To this end, the work
of the Appalachian Regional Commission is fully supported.

The committee recommendation assumes a discretionary budget
authority increase of 14 percent in this function to support the
President's economic, community and rural development initiatives.

For the Economic Development Administration (EDA), the com-
mittee recommendation assumes budget authority of $410 million,
an increase of $59 million or 17 percent over 1994. However, the
committee recommendation delays spending from the President's
new $52 million EDA credit subsidy reserve by one year, saving $4
million in outlays in 1995. This reserve would be used to guarantee
$269 million in loans for business development for industrial and
commercial uses. The committee recommendation also cuts EDA
salaries and expenses by $2 million in budget authority and out-
lays in 1995.

FUNCTION 450: COMMUNITY AND REGIONAL
DEVELOPMENT

451: Community Development
452: Area and Regional Development
453: Disaster Relief and Insurance

Description of Function:
This function provides for urban and rural economic and commu-

nity development assistance, area and regional development pro-
grams and disaster assistance programs. Community Development
Block Grants (CDBGs) account for approximately 40 percent of the
outlays in this function. The balance is made up of a wide variety
of urban and rural development, American Indian assistance, dis-
aster relief and insurance, and other grant and loan assistance pro-
grams.

Major Federal Programs in this Function:
Community Development Block Grants
Rural Development Grants and Loans
Economic Development Administration
Appalachian Regional Commission
Bureau of Indian Affairs (BIA) Programs
FEMA Disaster Relief and SBA Disaster Loans
National Flood and Crime Insurance Programs
TVA Non-power Programs

Major Federal Department and Agencies in this Function:
Department of Housing and Urban Development
Department of Agriculture
Department of Commerce: Economic Development Administra-

tion
Department of Interior: Bureau of Indian Affairs
Small Business Administration
Federal Emergency Management Administration
Appalachian Regional Commission
Tennessee Valley Authority



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

[In millions of dollars]

Fiscal year 1994 Fiscal yew 1995

e rComittee rec.
Budgetdvi- rugslmmondatien

" Budget au- Outlays
thody Bdgetho u lays eupt~lym Outlays

Discretionary .............................. . 40,034 37,880 44,033 40,365 43,633 40,183
Mandatory ................................ . . .. . 15,229 10,884 13,392 13,267 13,384 13,267

Total .......... . . .... ... 55,263 48,764 57,425 53,632 57,017 53,450

Not: President ReestImated and the Cmialtteu Recommedatl hclude GSA rnt and procoreasuit retm s that the Prsidmnt
shows in Function 920.

This function assumes the Administration's policy objectives with
some modification in order to stay within the fiscal year 1995 cap.
This function includes programs designed to promote general
knowledge and skills and help assist individuals become self-sup-
porting members of society: elementary and secondary education,
vocational and higher education, employment and job training,
Head Start and other children and family services, aging services,
and grants to states for general social services, foster care and
adoption services, family preservation, and rehabilitation services.

The committee supports the President's bold investment in the
education and training of our nation's most precious resource--our
people.

The economic security of our nation depends upon a highly
trained, educated and skilled workforce. The President's increases
in education and training programs are intended to fulfill the vi-
sion of providing life-long educational opportunities for all Ameri-
cans.

EDUCATION

Investment in our human resources must begin with our chil-
dren. They are the future of this nation. Early childhood programs
such as Head Start expand educational opportunities for the dis-
advantaged and help sustain long-term educational achievement,
including high-school graduation and enrollment in post-secondary
programs. Head Start has also proven to help decrease youth delin-
quency and use of welfare assistance. While the increases are sig-
nificant, it is a long way to fulfill funding of the year-round Head
Start that we all support.

The committee supports the President's vision that a renewed in-
vestment in public education is one of the most prudent policy deci-
sions our government can make to improve our nation's ability to
fulfill our hopes and expectations for the future, especially in the
competitive area of world trade.

Schools are facing greater challenges in educating children. Vio-
lence on our streets has invaded the classrooms of our schools,
school facilities are deteriorating, and funds are lacking to provide
new equipment and to keep up with advances in technology.

The committee supports the comprehensive strategy proposed by
the President to assist schools in meeting the educational needs
and challenges of our nation. The framework of this strategy is the



Goals 2000: Educate America Act, which provides federal assist-
ance to help states and local districts develop locally designed, sys-
tem-wide education reform plans to improve education for all chil-
dren.

The second component of the strategy is the most influential fed-
eral legislation affecting our nation's public education system, the
Elementary and Secondary Education Act. For nearly 30 years
Title I funds, which have reached nearly 90 percent of all schools,
have played a significant role in helping educationally disadvan-
taged students.

The committee places priority on the Title I program and sup-
ports the overall increase in elementary and secondary education
programs. Of particular significance are initiatives proposed by the
President to combat violence and drug abuse in our schools.

The committee supports the proposed Safe Schools Act, a short-
term program specifically focused on the school violence problem,
and continues a commitment to the long-term Safe and Drug Free
Schools and Communities Act.

The committee supports funds for the School-to-Work Opportuni-
ties Act which seeks to provide a comprehensive system for helping
young people move from school to careers. This program lays the
groundwork for partnerships between schools and businesses to en-
sure that schools provide students with the skills needed in the
workplace and that the workplace offers the opportunity for stu-
dents to gain on-the-job experience.

In the area of post-secondary education, the Federal Pell Grant
program is the foundation of Federal student assistance and abso-
lutely essential in assuring access to post-secondary education pro-
grams. The committee supports the increase in the Pell Grant pro-
gram which will allow the maximum award for the poorest student
to go up by $100.

The committee supports the increase provided for the Federal
Work-Study program. This program stimulates and promotes the
part-time employment of undergraduate and graduate/professional
students who need earnings from employment to finance their edu-
cation.

The committee also assumes there are funds within this function
to accommodate the Impact Aid program.

Within the overall increase for education programs, the Commit-
tee assumes full funding at the 1991 authorization level for the
education of homeless children. Every night, an estimated 100,000
American children go to sleep homeless, and every year, as many
as two million of our children experience the horrors of homeless-
ness. Homeless children and youth are often denied access to an
appropriate education by residency rules, transportation problems,
or missing school or immunization records. The Stewart McKinney
Act greatly expands the resources available to states and schools
to help ensure that barriers preventing homeless children from at-
tending school on a regular basis will be removed.

In addition, the Committee recognizes that while the over three
million immigrant children who currently attend school in the
United States enrich our lives, they also cost our school districts
more than they have to spend. From when it was enacted in 1984
until 1990, the number of eligible children for the Emergency Im-



migrant Education Act increased by 73 percent while funding de-
creased by 22 percent. The Emergency Immigrant Education Act is
the only federal education program dedicated exclusively toward
helping communities impacted by immigration. The per pupil fund-
ing level for the program has declined from $86 per student in
1984, to about $40 per student in 1993 in real dollars.

With sole jurisdiction over immigration policy, the federal gov-
ernment has an obligation to help states and local education agen-
cies pay for the additional costs of serving immigrant children, who
have special, often expensive needs that put added burdens on a
typical public school budget. Both immigrant and American-born
students have been shortchanged as a result of federal neglect. The
committee encourages increased funding for the Emergency Immi-
grant Education Act.

JOB TRAINING

The committee recognizes that the increasingly competitive and
interdependent global economy demands that American workers
have greater opportunities for training and retraining. As our econ-
omy continues to change, unemployment in certain sectors of our
economy will continue to displace workers. Reemployment opportu-
nities and the retraining of dislocated workers is a priority of the
Administration and this committee. The significant increase in
training activities is part of an effort to consolidate federal retrain-
ing activities and provide more effective programs for our nation's
workers.

And one of the most important components of this effort is the
one-stop career centers and job training initiative set forth by the
Administration to consolidate information on education, job train-
ing and employment opportunities for the unemployed, new en-
trants in the job market, and adults, primarily women, reentering
the workforce.

However, the committee recognizes that tremendous duplication
now exists among the various federal job training programs and an
effort must be made to streamline these programs to improve their
effectiveness and efficiency. In a report published by the General
Accounting Office, there were one hundred twenty-five different
programs or funding streams that provided employment training
assistance to adults and out-of-school youth at a cost of over $16
billion in 1991. Despite federal efforts to streamline these programs
and to reduce duplication, the number of job training programs
ballooned to one hundred fifty-four by 1994.

While, the committee supports the efforts of the Department of
Labor to streamline its own job training programs, it also recog-
nizes that duplication with other federal job training programs will
continue as thirteen other federal departments and agencies also
administer the more than one hundred fifty job training programs.
For this reason, the Committee recommends that a detailed, quali-
tative study of all federal job training programs be undertaken
with the aim of identifying and recommending which programs can
be consolidated. The committee further recommends that an inde-
pendent commission, like the National Commission for Employ-
ment Policy, which could review all programs regardless of funding



stream or federal agency, be charged with undertaking such a
study.

CONSUMER PRICE INDEX

Each year, inflation directly affects billions of dollars in federal
outlays and revenues. A rise in the consumer price index (CPI) of
one tenth of one percent triggers approximately $420 million in
cost of living adjustments (COLAs) in Social Security, federal re-
tirement, veterans pensions and SSI programs. Likewise, because
of indexed provisions of the Internal Revenue Code, such as the
standard deduction, personal exemption, and tax rates, a small
change in the CPI results in substantial revenue loss.

The CPI is the result of a complex formula meant to reflect price
changes in a typical "market basket" of purchases by average con-
sumers. The concept is fraught with difficulty, as consumer spend-
ing patterns changes over time, and the formula itself is a subject
of debate.

There is some evidence that the current method of calculating
the CPI imparts a bias in the outcome. An article in the December
1993 Monthly Labor Review concludes that the current CPI for-
mula may overstate inflation.

The committee is aware that the Department of Labor is engaged
in a five-year study of the CPI which will be published in time for
formula revisions in 1999.

The committee believes, however, that it is necessary to revisit
the CPI calculation formula prior to the 1999 target date. The com-
mittee recommends that the Department of Labor report within
one year with findings on possible biases implicit in the current
formula, an evaluation of whether the current formula accurately
reflects the current inflation rate, an evaluation of whether factors
included in the current formula are applicable to revenues and out-
lays which are indexed to inflation, and a recommendation on
whether a change in the calculation of the CPI is warranted or
whether a formula other than the CPI should be developed for in-
dexing revenues and outlays within the federal budget.

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

501: Elementary, Secondary, and Vocational Education
502: Higher Education
503: Research and General Education Aids
504: Training and Employment
505: Other Labor Services
506: Social Services

Description of Function:

This function includes programs designed to promote the general
extension of knowledge and skills and to assist individuals to be-
come self-supporting members of society: elementary, secondary,
vocational, and higher education programs; employment and train-
ing programs; Head Start and other children and family services
programs; aging services programs; and grants to states for general
social services, foster care and adoption service, and rehabilitation



services. Funds in this function may be made available as income
support directly related to education or training; cash payments
(scholarship, loans or stipends) to persons to enable them to par-
ticipate in education or training programs; grants to states, local
governments, Indian tribes, or public and private institutions to op-
erate local educational, employment, training, social service pro-
grams; and direct research and departmental management expend-
itures.

Major Federal Programs in This Function:

Elementary and Secondary Education Act (ESEA)
Occupational, Vocational and Adult Education
Special Education
Indian Education Student Financial Assistance
Higher and Continuing Education
Rehabilitation Services and Disability Research
Job Training Partnership Act (JTPA)
Job Opportunities and Basic Skill Training (JOBS) Program
Title XX Social Services Block Grant
Foster Care and Adoption Assistance
Head Start
Administration for Children and Families Services Programs
Family Preservation and Support Services Program
Aging Services
National and Community Service Programs
National Endowment for the Arts
National Endowment for the Humanities

Major Federal Departments and Agencies in This Function:
Department of Commerce
Department of Education
Department of Health and Human Services
Department of Labor
Department of the Interior
Corporation for National and Community Service
Various Other Independent Agencies

COMMITTEE RECOMMENDATION
FUNCTION 550: HEALTH

[in millions of dollars]

Fiscal year 1994 Fiscal year 1995

SPresident reesimted Committee rec-

Budet an- Outlays r ommendation
thoty Budget an- Outlays O - outlays

thority O thority

Discretionary ................................................... 22.174 20,908 22,417 21,979 22,218 21,815
Mandatory ....................................................... 91.130 90,392 101,228 100,537 101,212 100,529

Total ..................................................... 113,304 111,300 123.645 122,516 123,430 122,344

Note- President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
shows In Function 920.

This function accepts the Administration's policy objectives with
some modification in order to stay within the fiscal year 1995 cap.
This function includes Medicaid; Federal Employees' Health Bene-



fits (FEHB); the National Institutes of Health; Maternal and Child
Block grants to states; Substance Abuse and Mental Health block
grants to states; community and migrant health centers; Centers
for Disease Control; Indian Health Service; immunizations; and
consumer and occupational health and safety programs.

NATIONAL INSTITUTES OF HEALTH (NIH)

The Committee recommendation assumes a significant increase
in NIH funding. The Committee recommends that biomedical re-
search in such areas as women's diseases, mental health research,
prostate cancer, and AIDS be given top priority. The Committee as-
sumes that these areas will not be subject to reductions, but in-
creases over the 1994 level of funding.

Women's Health
The Committee recommendation assumes $600 million for wom-

en's health research, disease screening and prevention. This in-
crease continues the commitment by the Congress to reverse the
historic neglect of women's health research.

The deficiencies in women's health research can be viewed in
three areas:

* diseases primarily affecting women, including breast,
ovarian, cervical, uterine and vaginal cancers;

* diseases more prevalent in women, such as arthritis,
fibro-myalgia, osteoporosis, diabetes, lupus, diseases related to
DES exposure; and,

* diseases with different risk factors or interventions for
women, such as cardiovascular disease-heart attacks and
stroke-lung cancer, and AIDS.

The Committee assumes $421 million for breast cancer research.
Breast cancer continues to be the leading type of cancer in women
in the United States, and the incidence of breast cancer has risen
consistently over the last forty years. It has increased by over 27
percent between 1980 and 1990, and it is estimated that nearly
500,000 women will die of breast cancer, and more than 1.5 million
new cases will be diagnosed in the 1990s. The Committee assumes
that additional research should be conducted on the efficacy of cur-
rent methods of detecting breast cancer in younger women, as well
as new technologies that would allow earlier detection of the dis-
ease, especially in women under age 50, for whom existing mam-
mography technology is less effective.

Ovarian cancer continues to be one of the most fatal cancers
which affect women. It is estimated that about 22,000 women con-
tract ovarian cancer each year, two-thirds of whom will die from
the disease. Without a way to detect ovarian cancer in its early
stages, victims of this disease have one of the lowest survival rates.
Overall, the five-year survival rate for ovarian cancer is 39 percent;
however, for the majority of the cases which are diagnosed in the
latter stages of the disease the five-year survival rate is only 19
percent.

In addition, it is critical that the NIH undertake appropriate re-
search on gender differences in clinical drug trials and in pharma-
cological research as well.



The Committee assumes increases for implementation of the
Breast and Cervical Cancer Mortality Prevention Act and Infertil-
ity Prevention Act and the Mammography Quality Standards Act.
The Committee assumes $20 million to ensure that mammograms
are uniformly and correctly performed and interpreted across the
country.

The Committee assumes a multi-year study of a broad range of
health concerns of older women, including dietary modification and
hormone replacement therapy, and community disease prevention
strategies. The Committee assumes $61 million for these efforts.

Mental Health Research

The Committee assumes $669 million to fund the National Insti-
tute of Mental Health's (NIMH) research budget. An increase is
vital in order for the NIMH to continue to carry out its research
project grants and lead the revolution in brain and behavioral
science. It is essential to increase funding for treatment of severe
mental illness, which accounts for $14 billion, or 25 percent of all
federal disability payments annually.

The Committee recognizes that additional funds would allow the
NIMH to accelerate research in the neurosciences in programs such
as the Human Brain Project. These new funds would also permit
the NIMH to stimulate research on mental health disorders in
women, extend studies on mental disorders in older people, broad-
en mental health services research, and continue to develop mental
disorder prevention research strategies.

Diabetes
The Committee recommendation assumes an increase in NIH for

research into diabetes in general, and diabetes genes research in
particular. In the United States, there are more than 13 million
people with diabetes, with 650,000 new cases identified each year.
Finding the diabetes genes could have a dramatic effect on re-
search into the causes, cure, and prevention of diabetes.

NIH Staffing

The Committee is concerned with the effects the hiring freeze at
the National Institutes of Health is having on priority research
programs-in particular, prostate cancer, breast cancer, AIDS, and
cancer control programs. To this end, the Committee recommends
establishing a waiver process to exempt such programs from per-
sonnel reductions.

The Committee recommendation reduces the President's request
for NIH by $239 million; however, this Committee recommendation
reflects a $278 million budget authority increase for NIH above the
1994 level of funding.

The Committee recommendation assumes the delay of some NIH
research grants until September 30, 1995. This delay results in
1995 savings of $74 million.

CENTERS FOR DISEASE CONTROL (CDC)

The Committee assumes $100 million for breast and cervical
screening programs for low-income women. These services are pro-
vided through the Centers for Disease Control (CDC).



The Committee assumes $40 million for the CDC Injury Preven-
tion Initiative. This program targets domestic and youth violence
issues, including monitoring incidence nationwide and developing
interventions and other responses.

RURAL HEALTH

The Committee recognizes the special problems and challenges
associated with access to rural health care. To this end, the Com-
mittee continues to support programs which encourage providers to
locate in rural areas and to help rural hospitals remain financially
viable. Additionally, the Committee recognizes that physicians as-
sistants are the primary health care and emergency services
deliverers for a high percentage of rural Americans. The Commit-
tee endorses continued and enhanced support for the Health Re-
sources and Services Administration's physicians assistants pro-
gram and recommends establishing advance degree programs in
rural areas for emergency services training.

RYAN WHITE AIDS PROGRAMS

The Committee recommendation assumes an increase for Ryan
White AIDS programs to assist communities, states, and commu-
nity and migrant health centers deal with the high HIV infection
incidence. This relief for areas heavily impacted by the AIDS epi-
demic is in addition to increased research funding through NIH.

HEALTHY START

The Committee assumes that the Healthy Start program will re-
ceive funding at or above the fiscal year 1994 level. Healthy Start
represents an important initiative for discovering ways to reduce
infant mortality in this country.

FAMILY PRESERVATION AND FAMILY PLANNING

The Committee recommendation assumes additional funding for
the provision of services contained in the Family Preservation Serv-
ices Act and for Title X, family planning.

OTHER HEALTH

The Committee recognizes that the future deficit reduction re-
quires measures to be adopted to slow the growth of federal health
care spending and such measures are dependent on the passage of
a comprehensive health care reform package which controls the
costs for the health care system as a whole.

FUNCTION 550: HEALTH
551: Health Care Services
552: Health Research and Education
554: Consumer and Occupational Health and Safety

Description of Function:
The major purpose of programs in this function is to promote the

physical and mental health of the population. Programs include fi-
nancing of health care for certain population groups such as Amer-
ican Indians, low-income Americans, and migrants, as well as



grants to states, localities, and community groups to support health
services programs. The function also includes research into the
causes and cures of diseases; promotion of consumer and occupa-
tional health and safety; training support for health workers and
researchers; and food, drug, and other product safety and inspec-
tion programs.

Major Federal Programs in This Function:

Grants to States for Medical Assistance (Medicaid)
Maternal and Child Health Block Grants to States
National Institutes of Health (NIH) Research
Substance Abuse and Mental Health Grants
Health Resources Development
Health Services to Designated Population Groups
Disease Prevention and Control
Federal Employees' Health Benefits

Major Federal Departments and Agencies in This Function:

Department of Health and Human Services
Office of Personnel Management
Department of Agriculture: Food Safety and Inspection Service

COMMITTEE RECOMMENDATION
FUNCTION 570: MEDICARE

[in millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimated Committee rec-
Budget au- Otasornmendatio

thority sBudget au- Otys Budget au- tays
thorny O thority

Discretionary ...................................................... 2,949 2,846 2,972 2,971 2,972 2,971
Mandatory ........................................................ 144,395 142,585 159,465 157,509 159,465 157,509

Total ...................................................... 147,344 145,431 162,437 160,480 162,437 160,480

Note:. President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
shows i Function 920.

This function assumes current policy regarding program adminis-
tration and benefits, and accepts the President's assumptions
under current law.

The function includes the two parts of Medicare, Hospital Insur-
ance (HI) and Supplementary Medical Insurance (SMI) (Parts A
and B, respectively). These programs pay for medical services for
more than 35 million elderly and disabled persons.

FUNCTION 570: MEDICARE

571: Medicare

Description of Function:

The major purpose of the programs in this function is to provide
health benefits to approximately 35 million aged and disabled
Americans.

Major Federal Programs in This Function:

Hospital Insurance Trust Fund
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Supplementary Medical Insurance Trust Fund

Major Federal Departments and Agencies in This Function:

Department of Health and Human Services
0 Health Care Financing Administration

COMMITTEE RECOMMENDATION
FUNCTION 600: INCOME SECURITY

[In millions of dollars]

Fiscal year 194 Fiscal year 1995

President reestimated Committee rec-
Budget | eaommendtionthenly Budget ai- O ys geta- outlays

Discretionary .. ............................... .. 34.688 35,170 33.549 37,073 34,252 37,201
Mandatory ..................................... .......... 180.223 177.079 186,253 183,112 185,541 183,212

Total ................. . . ............ . 214,911 212249 219,302 220,185 219,793 220,413

Note. President Reestimated and the Committee Recounuatn inclmd GSA rant and pocuement refrm savings hat the President
shows in Function 920.

This function generally accepts the Administration's policy objec-
tives with some modification in order to stay within the fiscal year
1995 cap. This function contains programs which help provide for
the needs of individuals by insuring against loss of income from re-
tirement, disability, death, or unemployment of a wage earner, and
by assisting those whose incomes are inadequate to meet minimum
levels of nutrition, housing and other basic necessities.

The major programs within this function include retirement and
disability programs for federal civilian and military personnel, rail-
road and coal miner workers. Other major programs include unem-
ployment insurance, food and nutrition assistance, housing and
homeless assistance, energy assistance, family support payments
(AFDC), child care grants, Supplemental Security Income, the
Earned Income Tax credit and other income security assistance.

The Committee recommendation does not assume the President's
specific Public Housing, or other housing or homeless program as-
sumptions and anticipates that individual program priorities will
be determined through the authorization and appropriations proc-
ess.

The Committee assumptions could accommodate a funding level
of $9.469 billion in budget authority for the Annual Contributions
to Assisted Housing account as proposed by the President. The an-
nual contributions account contains many major programs includ-
ing the Public and Indian Housing construction programs, Housing
for the Elderly and Disabled Programs, the Public Housing Mod-
ernization program and the Section 8 rental assistance programs
along with several other subaccount programs. The Committee as-
sumes $19.341 billion in outlays for the annual contributions ac-
count plus expiring contracts which is $325 million below the Con-
gressional Budget Office estimate and $375 million above the Ad-
ministration's projection. The outlay assumption reflects a growth
factor of 7 percent over the Administration's estimate for fiscal year
1994 and reflects the annual average historical growth of outlays
for this account.



The Committee recognizes that the Administration is proposing
a Multifamily Property Disposition initiative which will substan-
tially reduce the growing inventory of properties which have be-
come the responsibility of the Department of Housing and Urban
Development. This initiative is estimated to save $425 million in
the budget of the Federal Housing Authority in fiscal year 1994
and will help maintain these units in the affordable housing stock.
The Committee rejects the Administration's proposal to provide
mandatory funding for Section 8 rental assistance for HUD-owned
properties being sold and instead assumes that the proposed fund-
ing of $733 million in budget authority and $3 million in outlays
will remain as discretionary funding as is the case with the overall
Section 8 rental assistance program.

The Committee strongly supports the Secretary of Housing and
Urban Development's commitment to assist numerous cities across
the country that are involved in litigation to deconcentrate the ra-
cial composition of existing federally-assisted housing. The Com-
mittee assumes that the Department will devote the necessary re-
sources to resolve these lawsuits in a timely fashion, particularly
given that several cities are involved in active litigation.

The Committee recognizes that lead poisoning is the primary en-
vironmental health concern affecting American children, with as
many as one child in every six who are negatively affected. The De-
partment of Housing and Urban Development has required public
housing authorities to complete testing for lead-based paint by De-
cember, 1994. The Department is to be commended for this initia-
tive, and is urged to devote the necessary resources to complete
abatement activities in an appropriate time period.

The Committee assumes enactment of a phased-in full funding of
the Special Nutrition program for Women, Infants and Children
(WIC) by fiscal year 1996 as supported in recent Budget Resolu-
tions and proposed by the President. The assumption reflects the
investment nature of this program and the substantial positive
cost-benefit ratio that has been established through several evalua-
tions of the program. The Committee assumes $3.564 billion in
budget authority and $3.532 billion in outlays for fiscal year 1995
funding of the WIC program.

The Committee assumes a funding level of $1.850 billion in budg-
et authority (including $600 million in contingency funding) and
$1.259 billion in outlays for the Low Income Home Energy Assist-
ance Program. The Committee rejects the President's proposal to
reduce the LIHEAP program by $749 million; rather, the Commit-
tee assumes the restoration of $520 million in budget authority and
$494 million in outlays above the President's request. The Commit-
tee supports the President's efforts to better target LIHEAP funds
to recipients with greater needs as proposed for the 1995 LIHEAP
program.

The Committee assumes a funding level of $2.312 billion in budg-
et authority and $2.278 billion in outlays for the administrative ac-
count for the Supplemental Security Insurance (SSI) program. The
Committee assumption can accommodate the $383 million reim-
bursement to the Social Security Administration and the new in-
vestments in SSI computer systems proposed by the President.



The Committee recommends that hearings be held on the Sup-
plemental Security Income program to examine eligibility for chil-
dren. Since the 1990 Zebley Supreme Court decision expanded the
eligibility for children, the Committee has become aware of growing
accusations of abuse in the SSI disability proga and urges the
Committee on Ways and Means to investigate this problem.

The Committee recognizes that the President has proposed im-
portant pension reforms involving the Pension Benefit Guarantee
Corporation. The President's proposal recognizes the need to ad-
here to Pay-As-You-Go (PAYGO) principles in order to meet the
need for deficit neutral legislation. The Committee anticipates that
PBGC related pension legislation to be addressed by the House will
continue to meet the necessary PAYGO requirements.

FUNCTION 600: INCOME SECURITY

601: General Retirement and Disability Insurance
602: Federal Employee Retirement and Disability
603: Unemployment Compensation
604: Housing Assistance
605: Food and Nutrition Assistance
609: Other Income Security

Description of Function:
Programs in this function help meet the needs of individuals by

insuring against loss of income resulting from retirement, disabil-
ity, death, or unemployment of a wage earner, and by assisting
those who are unable to provide for themselves. This function in-
cludes retirement and disability programs for federal civilian work-
ers and military personnel, railroad employees, and coal miners.
This function also includes programs for unemployment compensa-
tion, food and nutrition assistance, housing and homeless assist-
ance, energy assistance, family support payments (AFDC), child
care and other income security assistance.

Major Federal Programs in This Function:
Railroad Retirement
Special Benefits for Disabled Coal Miners
Federal Civilian and Military Retirement
Federal Employee Disability
Unemployment Compensation
Supplemental Security Income (SSI)
Grants to States for Assistance Payments (Primarily AFDC)
Housing and Homeless Assistance
Food Stamps
Child Nutrition
Child Support Enforcement
Special Supplemental Food (WIC) Program
Refugee Assistance
Low-Income Home Energy Assistance
Earned Income Tax Credit
Child Care Grants

Major Federal Departments and Agencies in This Function:

Office of Personnel Management



Department of Agriculture: Food and Nutrition Service
Department of Health and Human Services
Department of Housing and Urban Development
Department of Labor
Railroad Retirement Board

COMMITTEE RECOMMENDATION
FUNCTION 650: SOCIAL SECURITY

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995

President estimated Committee rec-

Budget au- ommendation
ority Budget au- Budget au-

thority Outlays thority Otlays

Discretionary ...................................................... 0 2,877 0 2,588 0 2,588
Mandatory .......................................................... 322,208 318,007 339,202 334,726 339,202 334,761

Total:
On-budget .................................... 5,680 8,563 6,840 9,428 6,840 9,428
Off-budget .................................... 316,528 312,321 332,362 327,886 332,362 327,921

Note: President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President
shows in Function 920.

This function accepts the Administration's policy objectives. Con-
tinuation of initiatives to upgrade Social Security Administration
computer systems and to improve the timeliness for processing dis-
ability claims are proposed by the President and are assumed in
the recommendation. Social Security payments to beneficiaries are
assumed to be fully funded as proposed by the President.

The function includes Social Security Old-Age and Survivors In-
surance (OASI) and the Disability Insurance (DI) programs. These
programs provide monthly cash assistance to more than 42 million
beneficiaries.

FUNCTION 650: SOCIAL SECURITY

651: Social Security

Description of Function:
The major purpose of the programs in this function is to provide

income security to approximately 42 million Americans who are
aged or disabled or dependents or survivors of such persons.

Major Federal Programs in This Function:
Old Age and Survivors' Insurance Trust Fund
Disability Insurance Trust Fund

Major Federal Departments and Agencies in This Function:
Department of Health and Human Services

* Social Security Administration



COMMITTEE RECOMMENDATION
FUNCTION 700: VETERANS BENEFITS AND SERVICES

[in millions of dollar]

Fiscal year 1994 Fiscal year 1995

P rees ted Committee rec-
Bodget a- mmeendatlon

uD utayas elays B et a u-au ft thority thry outlays

Discretionary ........ ... 17.685 17,391 17,885 17,712 17,926 17.742
Mandatory . 17.968 20,276 19291 18,863 19.291 18,863

Total . 35,653 37,667 37,176 36,575 37,217 36,605

Note- President Reetlauated and the Committee Recommendation Include GSA reot and procemet reform saving that the President
oms hi Functon 920.

This function accepts the Administration's policy objective with
some modification. This function includes compensation for veter-
ans with service-related disabilities; pensions for low-income war-
time veterans with non-service-connected disabilities; education
and training; medical care; and housing loan guarantees.

The Committee recommends a $41 million increase in budget au-
thority over the President's budget in veterans' medical and pros-
thetic research. This increase will bring the account up to its 1994
level of $252 million. As such, the Department of Veterans Affairs
can maintain its current mission of research especially in the areas
of older veterans, women's health, prostate cancer, post traumatic
stress disorder, spinal cord injury, and AIDS.

The Committee assumes the President's request of $16.122 bil-
lion in budget authority for veterans medical care. This represents
a $500 million increase over the 1994 level.

The Committee assumes a 3 percent cost of living adjustment
(COLA) for beneficiaries of veterans' compensation and pension
programs.

FUNCTION 700: VETERANS BENEFITS AND SERVICES

701: Income Security for Veterans
702: Veterans Education, Training, and Rehabilitation
703: Hospital and Medical Care for Veterans
704: Veterans Housing
705: Other Veterans Benefits and Services

Description of Function:

Most programs in this function are administered by the Depart-
ment of Veterans Affairs in support of former members of the
armed services and their survivors and dependents. Approximately
half of the outlays in this function are for income security pro-
grams: compensation, pensions, and life insurance. Another forty-
five percent of the outlays are targeted to hospital and medical care
for veterans. Veterans education, training, rehabilitation, housing
and other benefits comprise the remainder.

Major Federal Programs in This Function:

Veterans Disability Compensation
Veterans Pensions
Veterans Education and Training (GI Bill)
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Veterans Hospital and Medical Care
Veterans Guaranteed Housing Loans
Veterans Life Insurance

Major Federal Department and Agencies in This Function:

Department of Veterans Affairs

COMMITTEE RECOMMENDATION
FUNCTION 750: ADMINISTRATION OF JUSTICE

[in millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimated Committee rec

B u d g e t a u - -utl ay s o m e n d t in n
thority Budget au- Budget

thority Outlays outlays

Discretionary ...................................................... 15,064 15,298 18,212 16,944 17,602 16,405
Mandatory ........................................................... 420 435 366 397 366 397

Total ...................................................... 15,484 15,733 18,578 17,341 17,968 16,802
Note: President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that the President

shows I Function 920.

This function accepts the Administration's policy objectives -with
some modification in order to stay within the fiscal year 1995 cap.
This function includes funds for the law enforcement and anti-drug
abuse activities of the Departments of Justice and Treasury; fed-
eral judicial, litigative, and correctional activities; criminal justice
assistance grants to state and local governments; and legal services
for the poor. Major agencies include: the Federal Bureau of Inves-
tigation (FBI), the Drug Enforcement Administration (DEA), the
Immigration and Naturalization Service (INS), U.S. Attorneys, the
U.S. Customs Service, the Secret Service, the Bureau of Alcohol,
Tobacco and Firearms (BATF), the Federal Prison System, the
Legal Services Corporation, the Equal Employment Opportunity
Commission and the Judicial Branch.

The Committee supports the Administration's crime control ini-
tiative proposals for Community Policing, Border Security and Ille-
gal Immigration Control, and Criminal Records Upgrade ("Brady
Bill").

The Committee recommendation assumes a reduction of $50 mil-
lion in budget authority from the President's increase of $96 mil-
lion for the FBI. This represents an increase of $46 million in budg-
et authority over 1994.

The Committee recommendation assumes an increase in the Ju-
dicial Branch of $111 million.

The Committee recommendation assumes a reduction of $60 mil-
lion in budget authority from the President's increase of $100 mil-
lion for the Legal Services Corporation. This represents an increase
of $40 million in budget authority over 1994.

The Committee recommendation assumes a reduction of $165
million in budget authority from the President's increase of $457
million for the Bureau of Prisons. This represents an increase of
$292 million in budget authority over 1994.

With the escalating rise in violent crimes across our country, the
Committee strongly supports the Administration's request for $1.7



billion for grants to state and local governments for community po-
licing programs for fiscal year 1995.

The Committee recognizes the importance of providing adequate
levels of law enforcement personnel for community policing activi-
ties and supports the Administration's efforts to increase funding
for additional police officers. However, the Committee is concerned
that funding community policing by eliminating the entire Byrne
Formula Grant program will create a void in other types of law en-
forcement and undermine the coordination component that is an in-
trinsic part of the Byrne Formula Grant.

Byrne funds may be used by grantees for 21 general criminal jus-
tice purposes ranging from drug trafficking to career criminal pros-
ecution; for adjudication programs such as alternative sentencing
and implementing court delay reduction; and for prevention activi-
ties ranging from DARE programs to community policing. In the
past states have used the largest share of these funds to pay ex-
penses related to multi-jurisdictional task forces targeted at eradi-
cating drug traffickers, and 57 percent of these funds were for sala-
ries for law enforcement officers.

The Administration's proposed elimination of the Byrne Formula
Program to help fund Community Policing Grants would have the
unintended effect of disbanding operational criminal task forces in
order to make grants for "cops on the street." It could also threaten
the highly successful DARE program. While the Committee sup-
ports enhanced law enforcement efforts in the community, it does
not support eliminating active task forces or jeopardizing existing
drug resistance efforts to do so.

The broad ranging Byrne Program's flexibility is wholly consist-
ent with the findings of the Vice President's National Performance
Review (NPR). The NPR concluded that the President should em-
power communities by being "committed to solutions that respect
bottom-up initiatives rather than top-down requirements." Elimi-
nating the Byrne Formula Grant and replacing it with a categor-
ical, single-purpose community policing grant runs counter to this
objective and would stop funding for programs that are already op-
erating and task forces that are in the midst of investigations.

Funding for the reduction of violent crime should be expended in
a comprehensive manner that includes punishment and rehabilita-
tive measures, as well as preventive efforts. To that end, $100 mil-
lion per year for fiscal years 1995, 1996, 1997, 1998, and 1999
should be made available for grants through the Department of
Education to community-based schools, located in areas with a high
incidence of crime and poverty, which provide a range of social
services development of at-risk children, thereby diminishing the
potential for development of criminal behavior.

The committee also assumes that funds be set aside for programs
to address violent crime against women, particularly sexual assault
and domestic violence. Each year, four million women are beaten
by their husbands or partners and more than one and a half mil-
lion women seek medical assistance for injuries caused by batter-
ing. An estimated 35 percent of women who visit emergency rooms
have been battered; 30 percent of female murder victims are killed
by their husbands or partners.



Ending violence against women can also prevent violence in fu-
ture generations. In over half of the families where the mother is
abused, the children are also abused. Yet despite the facts, law en-
forcement and prosecution efforts to prevent violence against
women have been weak or nonexistent. To address these problems,
the Committee strongly recommends these increased funds be used:
to assist states and law enforcement agencies in developing effec-
tive law enforcement and prosecution strategies, including police
training and data collection; for rape prevention and education ef-
forts; for states in implementing mandatory arrest programs in
cases of domestic violence; and to train law enforcement personnel
on the recidivism of sex offenders and to train judges on sexual as-
sault and domestic violence.

On November 16, 1993, President Clinton promised eleven Mem-
bers that we would support $15 million in additional funding and
the hiring of 100 new personnel dedicated to the enforcement of
textile and apparel trade laws. This funding is included in the
President's fiscal year 1995 budget request. The House Budget
Committee supports funding for this request. As much as $4 billion
each year in illegal textile transshipments enter the U.S. market
thereby causing the loss of thousands of American jobs. These re-
sources are important to help crack down on this illegal trade and
protect American jobs.

FUNCTION 750: ADMINISTRATION OF JUSTICE

751: Federal Law Enforcement Activities
752: Federal Litigative and Judicial Activities
753: Federal Correctional Activities
754: Criminal Justice Assistance

Description of Function:

This function covers law enforcement and anti-drug abuse pro-
grams of the Departments of Justice and Treasury as well as fed-
eral litigative, judicial and correctional activities. The major agen-
cies included in this function are the Federal Bureau of Investiga-
tion (FBI); the Drug Enforcement Administration (DEA); the Immi-
gration and Naturalization Service (INS); U.S. Attorneys; Justice
Department General Legal Activities; the Federal Prison System;
the Bureau of Justice Assistance; the U.S. Customs Service; the
Bureau of Alcohol, Tobacco, and Firearms; the Legal Services Cor-
poration; the Secret Service; Equal Employment Opportunity Com-
mission; and the Judiciary.

Major Federal Programs in This Function:

Federal Bureau of Investigation (FBI)
Drug Enforcement Assistance (DEA)
Immigration and Naturalization Service (INS)
U.S. Attorneys
Justice Department, General Legal Activities
Legal Services Corporation
U.S. Customs Service
U.S. Prisons
Bureau of Alcohol, Tobacco, and Firearms
Federal Judiciary System



Juvenile Justice and Delinquency Prevention
U.S. Secret Service
State and Local Drug Law Enforcement Grants

Major Federal Departments and Agencies in This Function:

Department of Justice
Department of Treasury
Legal Services Corporation
The Judiciary

COMMITTEE RECOMMENDATION
FUNCTION 800: GENERAL GOVERNMENT

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimated Committee rec-
Budget W- Outlays ommondatlon

therity Budget au- Outlays Buetau-
t t Ou, istry Ouly

Discretionary ................................ .......... 12,277 12,322 13,015 13,053 12,558 12,365

Mandatory . .................................... . 1,479 1,242 1,142 1,097 1,155 1,109

Total . . ... ........... . 13,756 13,564 14.157 14,150 13,713 13,474

Note. President Reestimated and the Committee Recommendation include GSA rent and procurement reform savings that tie President
shown i Function 92.

This function accepts the Administration's policy objectives with
some modification in order to stay within the fiscal year 1995 cap.

The function covers the general overhead costs of the federal gov-
ernment. The largest portion of the new budget authority and out-
lays are attributable to operations of the Treasury Department, in-
cluding the Internal Revenue Service (IRS). The balance is distrib-
uted between general purpose fiscal assistance to state and local
governments and a large number of relatively small accounts.

The Committee assumes that requested funding for new acquisi-
tion of general purpose office space will be reduced by $300 million.
This reduction would not apply to construction of special purpose
facilities. The Committee also assumes a reduction of $54 million
for building operations, and assumes that most obligations for new
acquisition and construction will be delayed until the end of the
year.

The Committee recommendation assumes a reduction below the
1994 levels for the Legislative Branch and the Executive Office of
the President.

The Committee recommendation assumed that there are suffi-
cient funds available in the Crime Control Initiative of $2.423 bil-
lion in 1995 budget authority and $703 million in outlays to fund
HIDTA grants.

FUNCTION 800: GENERAL GOVERNMENT

801: Legislative Functions
802: Executive Direction and Management
803: Central Fiscal Operations
804: General Property and Records Management
805: Central Personnel Management
806: General Purpose Fiscal Assistance



808: Other General Government
809: Deductions for Offsetting Receipts

Description of Function:

This function covers the general overhead costs of the federal
government. The largest proportion of new budget authority and
outlays are attributable to operations of the Treasury Department
(including the Internal Revenue Service). The balance is distrib-
uted between general purpose fiscal assistance to state and local
governments and a large number of relatively small accounts.

Major Federal Programs in This Function:

Legislative Branch Activities
Federal Buildings Fund
Internal Revenue Service
Shared Receipts to State and Local Governments

Major Federal Departments and Agencies in This Function:

Congress and its Agencies
Executive Office of the President
Department of Treasury
General Services Administration
Office of Personnel Management
Department of Interior

COMMITTEE RECOMMENDATION
FUNCTION 900: NET INTEREST

[In millions of dollars]

Fiscal year 1994 Fiscal year 1995

President estimated Committee rec-

Budget au- ommendeation
tority O Budget au- Budget au-

thority Outlays thrifty Oulay

Discretionary ...................................................... 0 0 0 0 0 0
Mandatory ........................................................... 201,171 201,171 213,637 213,637 213,583 213,583

Total:
On-budget .................................... 231,551 231,551 247,344 247,344 247,103 247,103
Off-budget ................................... -30,380 - 30,380 - 33,707 -33,707 -33,520 - 33,520

This function consists entirely of mandatory spending. Net inter-
est outlays are determined by the size of the inherited debt, plus
current additions to debt (i.e. deficits); by market interest rates;
and by debt management policies.

FUNCTION 900: NET INTEREST

901: Interest on the Public Debt
902: Interest Received by On-Budget Trust Funds
903: Interest Received by Off-Budget Trust Funds (Social Secu-
rity)
908: Other Interest



Description of Function:
This function is composed principally of interest on the public

debt, to which are added minor amounts of other interest paid by
the federal government (interest on income tax refunds, for exam-
ple) and from which are deducted offsetting interest receipts, such
as interest received by trust funds and interest paid by the Federal
Financing Bank on its borrowings from the Treasury. Because the
Social Security Old-Age and Survivors Insurance and Disability In-
surance programs are now off-budget, the interest received by
these two trust funds is now a separate subfunction and is ex-
cluded from the on-budget interest totals. Of the on-budget trust
funds, the largest in terms of interest earnings is the Civil Service
Retirement and Disability Fund.

The function total represents the net payment of interest by the
federal government to the public. The Treasury Department ac-
counts for almost all of the transactions in this function.

Major Federal Programs in This Function:
Interest on the Public Debt
Interest Received by Trust Funds
Interest Received from Federal Financing Bank

Major Federal Departments and Agencies in This Function:
Department of the Treasury

COMMITTEE RECOMMENDATION
FUNCTION 920: ALLOWANCES

[In milflons of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimated Committee rec-
Budet a- outaysmmedat

thority Budget au- Budget au- Outlays
thority Outlays thorty

Discretionary ........... . ............. -2,609 -859 18 -760 -809 -1,755
Mandatory ... .............. .. . ......... .... .... 0 0 ................ ................

Total .......................................... _ -2,609 -859 18 -760 -809 -1,755

This function includes budget initiatives or reductions for which
specific funding levels by agency or function have not yet been de-
termined. It also includes amounts for contingencies which may af-
fect more than one function.

The Committee assumes the civilian employment ceilings in H.R.
3345, The Federal Workforce Restructuring Act, as approved by the
House on February 10, 1994. These ceilings are the most recent
employment levels approved by the House. The ceilings in H.R.
3345 result in additional savings of $827 million in budget author-
ity and $796 million in fiscal year 1995.

The Committee assumes that the President's proposed one-year
freeze in overhead expenses for federally funded research grants
will be accomplished in 1995 and result in estimated savings of
$130 million.

The Committee assumes the reform of the Davis-Bacon Act by
raising the threshold on new construction contracts to $100,000



and by changing the reporting requirements from weekly to month-
ly. These reforms result in significant budgetary savings over five
years.

The impact of enacted non-emergency rescissions and supple-
mental appropriations for fiscal year 1994 are reflected in this
function.

FUNCTION 920: ALLOWANCES

Description of Function:
This function includes requests for contingencies and proposals

for which the costs or savings have not yet been distributed by
agency or function. Thus, this function's content can change signifi-
cantly from year to year. Prior to the 1991 budget, this function in-
cluded federal pay COLA's and pay change proposals for civilian
agencies before their effect was allocated to agencies' salary and ex-
pense accounts in other functions. It also has included proposals for
changes in government-wide procedures or administrative expenses
and new proposals from the President which affect several agen-
cies.

Whenever a proposal displayed in this function is enacted, subse-
quent budgets reflect its impact in the appropriate functions.

Major Federal Programs in This Function:
Civilian Agency Pay Raise
Contingencies for Other Requirements

COMMITTEE RECOMMENDATION
FUNCTION 950: UNDISTRIBUTED OFFSETTING RECEIPTS

[in millions of dollars]

Fiscal year 1994 Fiscal year 1995

President reestimated Committee re-
Budget au- commendation

thority Outlays
Budget au- Bude! - outlays

thority Outlays thority Ouay

Discretionary ...................................................... 0 0 0 0 0 0
Mandatory .. ......................... ........................ -37,701 -37,701 -42,983 -42,983 -42,834 -42,834

Total:
On-budget .................................... -31,242 -31,242 -36,231 - 36,231 -36,082 -36,082
Off-budget .................................... -6,459 -6,459 - 6.752 - 6.752 - 6,752 -6,752

The Committee supports the Administration's policy objectives.
This function includes: the employer's share of employee retirement
costs; government receipts (bonuses, rents and royalties) from the
sale of oil and gas produced from the Outer Continental Shelf
(OCS); and receipts for the sale of assets controlled or owned by the
federal government, such as Federal Communications Commission
(FCC) spectrum auction receipts.

The Committee assumes the effect on employee retirement re-
ceipts of the personnel ceiling proposal assumed in Function 920.

FUNCTION 950: UNDISTRIBUTED OFFSETTING RECEIPTS

951: Employer's Share Employee Retirement
953: Rents and Royalties on the Outer Continental Shelf



959: Other Undistributed Offsetting Receipts

Description of Function:
Undistributed offsetting receipts involve financial transactions

that are deducted from budget authority and outlays of the govern-
ment as a whole. The three major items in this function are: the
employer's share of employee retirement programs, composed of the
federal government's contribution to its employee retirement plans;
receipts from the sale of leases on Outer Continental Shelf (OCS)
lands, from annual rental fees, and from royalties on oil and gas
production from leased federal lands; and charges for the use of as-
sets owned or controlled by the federal government, such as FCC
spectrum.

B. Revenues

TABLE 1.-REVENUES
-W (Fiscal years, billions of dollars]

1995 190 1997 1998 1999

Committee baseline:
Total budget revenues ..... .............. 1,338.2 1,410.7 1,478.7 1,555.9 1,629.9

Committee recommendation:
Change in revenues ....... ....... .. .. (2) (2) (2) (2) (2)
Total budget revenues . 1,338.2 1,410.8 1,478.8 1,555.9 1,629.9

Committee baseline:
On-budget revenues ............. 977.7 1,031.2 1,079.7 1,136.4 1,190.2

Committee recommendaton:
Change In revenues ...... ....... ... . (2) (2) (2) (2) (2)
On-budget revenues I ............. .. . 977.8 1,031.2 1,079.7 1,136.4 1,190.2

OWNiH may not appear to add to total due to rowmft
'Loss than $50 mini.

Baseline Revenues
Baseline revenues are those expected under current law, except

that extension of expiring excise taxes is assumed when those taxes
are dedicated to trust funds and have been extended on prior occa-
sions.

The committee baseline reflects Congressional Budget Office
(CBO) economic assumptions of January 1994 and February 1994
CBO estimates.

Committee Recommendation
The committee recommendation assumes inflation-indexing for

civil monetary penalties, excepting penalties authorized in the In-
ternal Revenue Code. This was approved by the House in 1993 as
part of H.R. 3400. The change would raise $21 million or less in
each fiscal year.

The major difference between the committee recommendation
and the President's is that the committee does not specify amounts
of added revenues to finance health care reform. The amounts
needed will depend on the specific plan ultimately enacted. The
committee recognizes that health care reform, trade measures, Pen-
sion Benefit Guarantee Corporation financing reform or other pro-
posals within the jurisdiction of the tax committees may require fi-
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nancing. The committee's budget is not intended to preclude such
legislation provided that does not increase budget deficits.

Major Sources of Revenues

TABLE 2.-REVENUES BY SOURCE UNDER PAST AND CURRENT LAW
[Includes on- and off-budget revenues, fiscal years, dollars in billions]

Historical Projected

1950 1960 1970 1980 1990 1995

Individual income tax ........................................ 15.8 40.7 90.4 244.1 466.9 546.6
Corporate income tax ....................................... 10.4 21.5 32.8 64.6 93.5 130.2
Social Insurance tax and contributions .......... 4.3 14.7 44.4 157.8 380.0 499.3
Excises ............................ 7.6 11.7 15.7 24.3 35.3 56.0
Estate and gift taxes ......................................... 0.7 1.6 3.6 6.4 11.5 13.9
Customs duties ................................................ 0.4 1.1 2.4 7.2 16.7 21.1

Miscellaneous receipts ..................................... 0.2 1.2 3.4 12.7 27.3 21.8

Total ' .................................................... 39.4 92.5 192.8 517.1 1,031.3 1,338.2
On-budget revenues .................... 37.3 81.9 159.3 403.9 749.7 977.7
Off-budget revenues 2 ................. 2.1 10.6 33.5 113.2 281.7 360.5

'Detail may not add to totals due to rounding.
2Social Security (OAStI) revenues.
Source: CBO baseline revenues.

The payroll taxes for social insurance (Social Security, Medicare,
and unemployment compensation) have risen to over one-third of
total revenues and are now more than three times as large as cor-
porate income tax revenues. This change, rooted in expansion of
the Social Security system and diminished domestic corporate prof-
its as a percent of GDP, was magnified by Social Security legisla-
tion in 1977 and 1993.

The following table shows each of the major tax sources as a per-
cent of Gross Domestic Product, which is more meaningful for most
purposes than the presentation of nominal inflation-affected dol-
lars.

TABLE 3.-REVENUE SOURCES AS A PERCENT OF GDP UNDER PAST AND CURRENT LAW
[Includes on-and off-budget revenues, fiscal years, percent]

Historical Projected

1950 1960 1970 1980 1990 1995

Individual income tax ........................................ 5.9 8.0 9.2 9.2 8.6 8.5
Corporate income tax ....................................... 3.9 4.2 3.3 2.4 1.7 1.9
Social Insurance tax and contributions .......... 1.6 2.9 4.5 6.0 7.0 7.1
Excises ............................................................... 2.8 2.3 1.6 0.9 0.6 0.8
Estate and gift taxes ......................................... 0.3 0.3 0.4 0.2 0.2 0.2
Customs duties .................................................. 0.1 0.2 0.2 0.3 0.3 0.3
Miscellaneous receipts ..................................... 0.1 0.2 0.3 0.5 0.5 0.4

Total' .................................................... 14.9 18.3 19.6 19.6 18.9 19.1
On-budget revenues .................... 14.1 16.2 16.2 15.3 13.7 14.0
Off-budget revenues 2 ................. 0.8 2.1 3.4 4.3 5.2 5.1

'Detail may not add to totals due to rounding.
'Social Security (DASDI) revenues.
Source: C8O baseline revenues
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Revenue Comparisons
TABLE 4.-Comparison of total budget revenues

[In billions of dollars]

Fiscal year: Amount
1989 actual ......................................................... 990.7
1990 actual ................................................................................................ 1,031.31991 actual ................................................................................................ 1,054.3

1992 actual ................................................................................................ 1,091.6
1993 actual........................................................ 1,153.2
1994 from 1993 budget resolution .................................... ................. 1,241.4
1994 estimated (CBO) .............................................................................. 11,250.5

Fiscal year 1995:
A inistration's request (February 1994) ............................................. 21,353.8
Committee level ........................................................................................ 1,338.2

Fiscal year 1996:
Administration's request (February 1994) ............................................. 2 1,427.3
Committee level ........................................................................................ 1,410.8

Fiscal year 1997:
Administration's request (February 1994) ............................................. 21,505.1
Com m ittee level ........................................................................................ 1,478.8

Fiscal year 1998:
Administration's request (February 1994) ............................................. 2 1,586.9
Committee level ........................................................................................ 1,555.9

Fiscal year 1999:
Administration's request (February 1994) ............................................. 2 1,672.9
Committee level ........................................................................................ 1,629.9

11994 estimate differs from 1993 Budget Resolution amount for 1994 primarily because the
resolution's economic and estimating assumptions were less optimistic than current assump-
tions.

2The differences between the committee recommendations and Administration request are
primarily due to differences in technical estimating assumptions between the Administration
and CBO and due to the committee decision not to make assumptions about the specific
amounts needed to finance health care reform.

TABLE 5.-Comparison of on-budget revenues

[In billions of dollars]
Fiscal year: Amount

1989 actual ................................................................................................ 727.0
1990 actual ................................................................................................ 749.7
1991 actual ................................................................................................ 760.4
1992 actual ................................................................................................ 789.2
1993 actual ................................................................................................ 841.6
1994 from 1993 budget resolution ........................................................... 905.3
1994 estimated (CBO) .............................................................................. 1909.9

Fiscal year 1995:
Administration's request (February 1994) ............................................. 2998.6
Committee level ........................................................................................ 977.8

Fiscal year 1996:
Administration's request (February 1994) .............................................2 1,052.6
Committee level ........................................................................................ 1,031.2

Fiscal year 1997:
Administration's request (February 1994) ............................................. 2 1,107.6
Committee level ........................................................................................ 1,079.7

Fiscal year 1998:
Administration's request (February 1994) ............................................. 21,165.5
Com m ittee level ........................................................................................ 1,136.4

Fiscal year 1999:
Administration's request (February 1994) ............................................. 21,227.8
Com m ittee level ........................................................................................ 1,190.2

11994 estimate differs from 1993 Budget Resolution amount for 1994 primarily because the
resolution's economic and estimating assumptions were less optimistic than current assump-
tions.

2The differences between the committee recommendations and Administration requests are
primarily due to differences in technical estimating assumptions between the Administration
and CBO, and due to the committee decision not to make assumptions about the specific
amounts needed to finance health care reform.





IV. ALLOCATION OF SPENDING RESPONSIBILITIES TO
HOUSE COMMITTEES

Section 602 of the Congressional Budget Act requires the joint
explanatory statement of managers accompanying the conference
report on a budget resolution to allocate the levels of spending as-
sumed in the budget resolution among the committees with juris-
diction over the programs that provide the spending. The alloca-
tions are intended in part to ensure that the aggregate levels as-
sumed in the budget resolution for discretionary and direct spend-
ing programs are not exceeded, and in part to delineate which com-
mittees have responsibility for which actions assumed in the budg-
et resolution.

Section 301(e) of the Act requires such allocations to be included
in the report accompanying the budget resolution reported from the
House Budget Committee. Those committee allocations are shown
below.

ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a)
OF THE CONGRESSIONAL BUDGET ACT-FISCAL YEAR: 1995

[In millions of dollars]

Budget au- Entitlement
thority authority

HOUSE APPROPRIATIONS COMMITTEE
Current level (enacted law)

050 National defense .................. ...................
150 International affairs ..........................................................................
300 Natural resources and environment ................................................
350 Agriculture .........................................................................................
370 Commerce and housing credit .........................................................
400 Transportation ....................................................................................
500 Education, training, employment, and social services ...................
550 Health ...............................................................................................
570 Medicare ............................................................................................
600 Income security ....................................................................
650 Social Security ...................................................................................
700 Veterans benefits and services .......................................................
750 Administration of justice ...................................................................
800 General government .......... . . . .............
900 Net interest ......................................................................... .

Subtotal ....................................................................................................

Discretionary appropriations action (assumed legislation):.
050 National defense ................................................................................
150 International affairs .......... . . ......................
250 General science, space, and technology ........................................
270 Energy ................................................................................................
300 Natural resources and environm ent ............................................
350 Agriculture .........................................................................................
370 Commerce and housing credit ........... ...............
400 Transportation ...................................................................................
450 Community and regional development .......................
500 Education, training, employment, and social services ...................

198 198 0
174 174 0

2,088 1,932 0
8,902 546 0

938 1,238 0
571 574 0

12,275 12,054 0
100,823 100,790 0
42,896 42,896 0
77,792 78,012 0

25 25 0
18,599 18,119 0

398 394 0
7,743 7735 0
57 57 0

273,479 264,745 0

263,792
20,845
17,167
6,197

21,110
4,299
3,315

15,034
9,143

43,633

270,899
20,940
17,063
6,457

21,175
4,389
3,208

38,319
9,109

40,183
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a)
OF THE CONGRESSIONAL BUDGET ACT-FISCAL YEAR: 1995-Continued

(in millions of dollars]

au- outlays Entlemenft
CO" ul

550 Health ...................................................................................
570 Medicare ....................................................................................
600 Income security ... ................ .. . . .................
650 Social Security ................ ....
700 Veterans benefits and services ..............................................
750 Administration of justice .........................................................
800 General government ................................................................
920 Allowances ..............................................................................

Subtotal ............................................................ .........................

Discretionary action by other committees (assumed entitlement legislation)
600 Income security ..........................................................................
700 Veterans benefits and services .......................................................

22,218 21,815 0
2,972 2,971 0

34,252 37,201 0
0 2,58 0

17,926 17,742 a
17,602 16,405 0
12,558 12,365 0
-809 -1,755 0

511,254 541,074 0

360 308 0
340 340 0

Subtotal ................................

Committee total .....................

................................................ . 700

................................................... 785,432

AGRICULTURE COMMITTEE
Current level (enacted law)

150 International affairs ........................................................................
270 Energy ......................................... ..................................................
300 Natural resources and environment ..............................................
350 Agriculture ......................................................................................
400 Transportation .............................
450 Community and regional development .......................................
600 Income security ............ . . . ..............
800 General government ........................................................................
900 Net interest ..........................................................................

Subtotal ................. . ...........

Committee total ........................................................................

ARMED SERVICES COMMITTEE
Current level (enacted law)

050 National defense ...........................................................................
500 Education, training, employment, and social services ..................
600 Income security ........ .- . -. . .............
700 Veterans benefits and services .....................................................

Subtotal ...........................................................................................

Committee total ............................................................................

BANKING, FINANCE, AND URBAN AFFAIRS COMMITTEE
Current level (enacted law).

150 International affairs .......... . . . ..............
370 Commerce and housing credit ................................................
450 Community and regional development ...............................
500 Education, training, employment, and social services ..................
600 Income security .............................................................................
000 General government ............ . . . ..............
900 Net interest .......................................................................................

Subtotal .........................................................................................

Committee total . ... ...................

-534 -534 0
13 -459 0

514 519 0
8,161 7,053 7,669

61 61 0
324 280 0

a 0 1,142
270 273 0

0 0 57

8,808 7,193 8,868

8,808 7,193 8,868

12,788 12,925 0
4 3 0

27,583 27,461 27,461
191 179 179

40,566 40,568 27,640

40,566 40,568 27,640

-479 -1,355 0
2,935 -12,934 0

2 -17 0
0 1 0
50 166 0

-28 -22 0
3,108 3,18 0

5,587 -11,054 0

5,587 - 11,054 0

648

806,466
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a)
OF THE CONGRESSIONAL BUDGET ACT-FISCAL YEAR: 1995-Continued

[In millions of dollars]

Budet au-
thority Outlays

Enitent
authority

DISTRICT OF COLUMBIA COMMITTEE

Current level (enacted law):
750 Administration of Justice ................................................................. 44 44 44

Subtotal ................................................................................................. 44 44 44

Committee total ................................................................................... 44 44 44

EDUCATION AND LABOR COMMITTEE

Current level (enacted law>.
500 Education, training, employment, and social services .................. 905 1,010 4,090
600 Income security ........................ 122 120 9,437

Subtotal ................................................................................................... 1,026 1,130 13,527

Discretionary action (assumed legislation):
600 Income security ............................................................................... 0 0 308

Subtotal ................................................................................................ 0 0 308

Committee total ...................................................................................... 1,026 1,130 13,835

ENERGY AND COMMERCE COMMITTEE
Current level (enacted law):

300 Natural resources and environment ................................................ 0 - 7 0
400 Transportation .......................... 11 9 0
550 Health .............................................................................................. 433 435 96,484
600 Income security ................................................................................. 14,778 14,407 11,196
800 General government ....................... 8 8 0

Subtotal ................................................................................................... 15,231 14,851 107,680

Committee total ........................... 15,231 14,851 107,680

FOREIGN AFFAIRS COMMITTEE

Current level (enacted law):
150 International affairs .......................................................................... 14,464 14,082 0
400 Transportation .................................................................................... 7 18 0
600 Income security ................................................................................ 479 479 468
800 General government ......................................................................... 4 4 0

Subtotal .................................................................................................. 14,954 14,582 468

Committee total ....................................................................................... 14,954 14,582 468

GOVERNMENT OPERATIONS COMMITTEE
Current level (enacted law):

800 General government .......................................................................... 20 20 0
980 Not interest ........................................................................................ 87 87 0

Subtotal .................................................................................................... 107 107 0

Committee total ....................................................................................... 107 107 0

HOUSE ADMINISTRATION COMMITTEE
Current level (enacted law):

500 Education, training, employment, and social services ................... 19 17 0
700 Veterans benefits and services ........................................................ 2 2 0
800 General governm ent .......................................................................... 83 26 116

Subtotal .................................................................................................... 104 45 116
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a)
OF THE CONGRESSIONAL BUDGET ACT-FISCAL YEAR: 1995-Continued

[In millions of dollars]

Committee total ... .... ..... ........

JUDICIARY COMMITTEE
Current level (enacted law):

370 Commerce and housing credit ....... ... ....... ............
500 Education, training, employment, and social services .................
600 Income security . . ..... ................................
750 Administration of justice ................................................
800 General government ..... .. . ....... . .............

Subtotal ............................................................................................

Discretionary action (assumed legislation):
Subtotal ................................................................................................

Committee total .............. .......... .............

MERCHANT MARINE AND FISHERIES COMMITTEE
Current level (enacted law):

300 Natural resources and environment . ..... ..............
370 Commerce and housing credit .......................................................
400 Transportation .................................................................................
600 Income security .............. . . .......................
800 General government .....................................................................

Subtotal ...............................................................................................

Committee total ....................................................................... .

NATURAL RESOURCES COMMITTEE
Current level (enacted law):

270 Energy .............................................................................................
300 Natural resources and environment ..............................................
450 Community and regional development ......................
550 Health .............................................................................................
800 General government ......................................................................

Subtotal ................................................................................................

Committee total .................... ........................

POST OFFICE AND CIVIL SERVICE COMMITTEE
Current level (enacted law):

550 Health ..............................................................................................
600 Income security ..........................................
800 General government ........................ ..........................

Subtotal .................................................................................................

Committee total .....................................

PUBLIC WORKS AND TRANSPORTATION COMMITTEE
Current level (enacted law):

270 Energy ................................................................................... .
300 Natural resources and environment .............................................
400 Transportation ..................................................................... .
450 Community and regional development ..........................................
800 General government ................. ...............

Subtotal ................................................

Budget au. Enitlement
thorny Outays Authority

154 45 116

152 152 0
243 244 0
60 19 19

1,328 1.360 173
488 488 0

2,270 2,262 191

0 0 0

2,270 2,262 191

571 506 0
66 66 0
14 -16 546
16 6 0
7 7 0

674 569 546

674 569 546

167 -62 0
158 99 8
444 441 339

5 5 0
812 822 171

1,585 1,34 510

1,585 1,304 510

0 - 653 3,658
37,556 36,359 36,359
13,308 13,308 0

50,864 49,014 40,018

50,864 49,014 40,018

1,356 760 0
225 188 0

24,093 0 0
5 168 0
16 16 0

25,695 1,131 0
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a)
OF THE CONGRESSIONAL BUDGET ACT-FISCAL YEAR: 1995-Continued

[In millions of dollars]

Budget au- Entitlement
thority Outlays autrity

Discretionary action (assumed legislation):
400 Transportation ..................................................................

Subtotal ............................................................... . .. ... .

Committee total .....................................................................

SCIENCE, SPACE AND TECHNOLOGY COMMITTEE
Current level (enacted law):

250 General science, space, and technology ..............................
500 Education, training, employment, and social services ..................

Subtotal ................................................................. .. ....

Committee total ..................................................................................

SMALL BUSINESS COMMITTEE

Current level (enacted law):
370 Commerce and housing credit ....................................
450 Community and regional development ............................................

Subtotal ........ . ........... ...................................... ...........................

Committee total .........................................................................

VETERANS' AFFAIRS COMMITTEE

Current level (enacted law):
700 Veterans benefits and services ....................................................

Subtotal .........................................................................................

Discretionary action (assumed legislation):
700 Veterans benefits and services .......... ................

Subtotal .. ..................................................... ...... . .

Committee totals . ... ................................

WAYS AND MEANS COMMITTEE
Current level (enacted law):

500 Education, training, employment, and social services ..................
570 Medicare .....................................................................................
600 Income security ..............................................................................
650 Social Security .............................................................................
750 Administration of justice .............................................. ........
800 General government .........................
900 Net interest .............. . . . .....................

Subtotal ............................................................................................

Committee total ....................................................................................

UNASSIGNED TO COMMITTEES
Current level (enacted law):

050 National defense ............................
150 International affairs .......................................... ...........
250 General science, space, and technology ......................................
270 Energy .................. ..................................... ...................
300 Natural resources and environment ..............................................
350 Agricuiture ......................................................................................
370 Commerce and housing credit ....................................................
400 Transportation ...................................................................................
450 Community and regional development ............................................

2,161 0 0

2,161 0 0

27,856 1,131 0

30 30 0

1 1 0

31 31 0

31 31 0

6 -104 0

0 -279 0

6 -383 0

6 -383 0

1,531 1,596 19,498

1,531 1,596 19.498

0 0 340

0 0 340

1,531 1,596 19,837

0 0 7,535
183,258 181,302 177,368
39,966 39,095 80,609
6,815 6,815 0

450 450 0
354 354 0

314,306 314,306 314,306

545,150 542,322 579.818

545.150 542,322 579,818

- 13,479
-15,271

3
-1,732
-3,266
-8,761

-111
-152
-418

-13,521
-15,207

7
-1,695
-3,212

-88
-125
-165
-402
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SEC. 602(a)
OF THE CONGRESSIONAL BUDGET ACT-FISCAL YEAR: 1995-Continued

[In millions of dollars]

Budget au- Outlays Enlilement
thirty authority

500 Education, training, employment and social services .................. -80 -113 0
550 Health .................................................................. ........................... - 79 -92 0

570 Medicare ....................................................................................... - 66,726 - 66,669 0
600 Income security ............ ... -13,213 -13,234 0
650 Social Security ................... -40 -28 0
700 Veterans benefits and services ..................................................... -1,389 -1,377 0
750 Administration of justice .............................................................. -1,821 -1,852 0
800 General government .................................................................... -21,942 -21,903 0
900 Net interest ................................................................................... - 70,459 - 70,459 -55,752
920 Allowances ..................................................................................... 9 - 45 0
950 Undistributed offsetting receipts .................................................. -36,100 -36,100 0

Subtotal .................................................. .............................................. - 255,026 -246,279 -55,752

Committee total ............................- 255,026 -246,279 -55,752

Total-current level ................. ... .. 732,686 683,779 743,172

Total-discretionary action ............................................... 514,115 541,721 648

Grand total ................................................................................................ 1,246,800 1,225,500 743,819

ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTION
602(a) OF THE CONGRESSIONAL BUDGET ACT

[By fiscal year, in millions of dollars]

1995 1996 1997 1000 1999 1995-99

Appropriations Committee:
Current level:

Budget authority .............. 273,479 270,463 302,354 328,113 359,693 1,534,102
Outlays ........ 264,745 261,781 293,026 319,586 350,593 1,489,731

Discretionary action:
Budget authority .............. 511,254 514,616 516,891 530,092 542,475 2,615,328
Outlays .............................. 541,074 543,230 544,855 547,189 552,426 2,728,774

Discretionary action by other
committees:

Budget authority .............. 700 27,667 29,237 33,501 35,387 126,492
Outlays .............................. 648 27,018 29,171 32,848 35,205 124,890

Committee total:
Budget authority .............. 785,432 812,746 848,483 891,706 937,556 4,275,923
Outlays .............................. 806,466 832,029 867,052 899,623 938,224 4,343,394

Agriculture Committee:
Current level (enacted law):

Budget authority .............. 8,808 9,433 9,752 9,905 10,217 48,115
Outlays .............................. 7,193 7,269 7,360 7,491 7,767 37,080

New entitlement authority 0 1,150 1,204 1,237 1,270 4,861
Armed Services Committee:

Current level (enacted law):
Budget authority .............. 40,566 42,771 45,038 47,484 50,760 226,619
Outlays .............................. 40,568 42,627 44,893 47,337 50,596 226,021

Banking, Finance and Urban Affairs
Committee:

Current level (enacted law):
Budget authority .............. 5,587 3,981 3,609 3,447 3,310 19,934
Outlays .............................. -11,054 - 13,068 - 5,800 -5,677 -4,789 -40,388

District of Columbia Committee:
Current level (enacted law):

Budget authority .............. 44 47 50 53 56 250
Outlays .............................. 44 47 50 53 56 250
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ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTION
602(a) OF THE CONGRESSIONAL BUDGET ACT-Continued

(By fiscal year, in millions of dollars]

195 1996 1997 1998 1999 1995-99

Education and Labor Committee.
Current level (enacted law):

Budget authority ............. 1,026 532 351 176 97 2,182
Outlays .......................... 1,130 -733 -44 172 77 602

New entitlement authority. 308 388 414 2,160 2,655 5.925
Energy and Commerce Committee:

Current level (enacted law):
Budget authority ............ 15,231 15,552 15,873 16,141 16,349 79,146
Outlays ................ 14.851 15,152 15,284 15,540 15,547 76,374

Discretionary action:
Budget authority ............. 0 -40 -42 -44 -45 -171
Outlays ....... . 0 -40 -42 -44 -45 -171

Committee total:
Budget authority 15,231 15,512 15,831 16,097 16,304 78,975
Outlays ......................... 14,851 15,112 15,242 15,496 15,502 76,203

Foreign Affairs Committee:
Current level (enacted law):

Budget authority ............ 14,954 12,507 11,584 10,489 9,683 59,217
Outlays 14,582 13,798 12,980 12,122 11,276 64,758

Government Operations Committee:
Current level (enacted law):

Budget authority ............. 107 113 113 113 113 559
Outlays ........................ 107 113 113 113 113 559

House Administration Committee:
Current level (enacted law):

Budget authority 104 103 102 103 104 516
Outlays ...... ........... 45 203 23 20 49 340

Judiciary Committee:
Current level (enacted law):

Budget authority ...... 2,270 2,180 2,284 2,404 2,528 11,666
Outlays ...... ....... 2,262 2,140 2,224 2,343 2,467 11,436

Merchant Marine and Fisheries
Committee:

Current level (enacted law):
Budget authority 674 695 706 733 753 3,561
Outlays ....................... 569 632 042 673 705 3,221

Natural Resources Committee:
Current level (enacted law):

Budget authority ............ 1,585 1,624 1,532 1,442 1.442 7,625
Outlays .......................... 1.304 1,510 1,527 1,444 1.371 7,156

Post Office and Civil Service Com-
mittee:

Current level (enacted law):
Budget authority 50,864 52,265 54,267 56,201 58,251 271,848
Outlays ...................... .... 49.014 50,288 52,238 54,098 56,076 261,714

Public Works and Transportation
Committee:

Current level (enacted law):
Budget authority ............. 25,695 25,198 27278 1,488 767 80,426
Outlays ....................... ... 1,131 930 926 911 572 4,470

Discretionary action:
Budget authority 2,161 2,161 2,161 28,750 29,508 64,741
Outlays ........ 0 0 0 0 0 0

Committee total:
Budget authority .............. 27,856 27,359 29,439 30,237 30,275 145,166
Outlays ............................. 1,131 930 926 911 572 4,470

Science, Space, and Technology
Committee:

Current level (enacted law):
Budget authority .............. 31 31 31 31 31 155
outlays ............................ 31 31 31 31 31 155



66

ALLOCATION OF SPENDING RESPONSIBILITY TO HOUSE COMMITTEES PURSUANT TO SECTION
602(a) OF THE CONGRESSIONAL BUDGET ACT-Continued

[By fiscal year. in millions of dollars]

1995 Is6 1997 1998 1999 1995-

Small Business Committee-
Current level (enacted law):

Budget authority .............. 6 3 4 3 3 19
Outlays ........ -383 -313 -249 -185 -154 -1,284

Veterans' Affairs Committee:
Current level (enacted law)

Budget authority ............. 1.531 1,470 1,445 1,344 1,272 7,062
Outlays ........................... 1,596 1,446 1,449 1,464 1,464 7,419

New entitlement authority 340 674 1,133 1,573 2,023 5,743
Ways and Means Committee:

Current level (enacted law):
Budget authority ............. 545,150 588.337 628,723 671,261 719,736 3,153,207
Outlays ............................. 542,322 585.216 625.483 667,827 715.783 3,136,631

New entitlement authority 0 0 0 n 214 214
Unassigned to Committees:

Current level (enacted law):
Budget authority .............. -255026 -263.309 -278,945 -295,429 -311,089 -1,403,798
Outlays ............................. -246,279 -254,579 -269,643 -286,355 -302,186 -1,359,042

Total current level:
Budget authority .............. 732,686 763,996 826.153 855.501 924,075 4,102,411
Outlays ............................ 683,779 714,492 782,515 839,006 907,415 3,927,207

Total discretionary action:
Budget authority ............. 514.115 544,464 548,247 592,298 607,326 2,806,390
Outlays ................... 541,721 570,208 573.985 579,993 587,586 2,853,493

Grand total:
Budget authority ............. 1,246.800 1,308,400 1.374,40 1,447,808 1,531,400 6,908,800
Outlays ............................. 1,225,500 1.284,700 1.356,500 1,419,000 1,495,000 6,788,700

Total new entitlement authority 648 2,213 2,751 4.970 6,162 16,744

602(a) Allocations
The total levels of new budget authority, outlays, and entitle-

ment authority are allocated to committees pursuant to section
602(a)(1)(A) of the Congressional Budget Act. All permanent new
budget authority (direct spending) and the associated outlays are
allocated to the committee with jurisdiction over the direct spend-
ing program. All amounts to be provided by this year's appropria-
tion bills are allocated to the Appropriations Committee. Entitle-
ment authority is allocated to the authorizing committee with juris-
diction over the entitlement program, whether the entitlement is
funded by permanent budget authority or through annual appro-
priations. Entitlement authority for which substantive statutes
mandate programs is measured as the outlays for programs that
are entitlements, i.e., federal payments irrespective of the level of
funding that may be available.

"Existing law" and "discretionary action." As provided under sec-
tion 602(a)(1)(C) of the Act, all amounts-entitlement authority,
outlays, and new budget authority-are allocated in two separate
categories, "existing law" and "discretionary action." "Existing law"
refers to direct spending under existing law and includes entitle-
ments and non-entitlement permanent new budget authority and
outlays. Existing entitlements may be funded by either permanent
new budget authority or annual appropriations. The list of the lat-
ter (often called "mandatory appropriations" or "appropriated enti-
tlements") conforms to the list in the joint explanatory statement



of managers accompanying the conference report on the Omnibus
Reconciliation Act of 1990.

"Discretionary action" covers the new spending legislation Con-
gress will consider this session. It includes both the total amount
of new budget authority and outlays for programs controlled by the
annual appropriations process and assumed legislative changes to
direct spending law. (For purposes of the Congressional Budget
Act, changes to direct spending laws are allocated and scored rel-
ative to existing law, rather than relative to the baseline 1). Entitle-
ment authority is allocated under "discretionary action" only.

602(b) Suballocations

After the Committee on Appropriations has received its 602(a) al-
location, the Congressional Budget Act requires the committee to
subdivide its allocation among its 13 subcommittees. The
suballocation is divided between discretionary programs (those the
committee has authority to control) and mandatory programs
(those the committee must fund at levels set by law). Under the
Budget Act, as amended by the Budget Enforcement Act, commit-
tees other than the Appropriations Committee do not subdivide
their 602(a) allocations.

The section 602(a) allocations to authorizing committees and the
Appropriations Committee's section 602(b) suballocations become
the official scorekeeping targets that the House uses in measuring
spending legislation.

HEALTH CARE REFORM

The committee strongly supports enactment of health care re-
form legislation in 1994, in order to bring health care costs under
control for businesses, individuals, and governments and to ensure
access to services for the 39 million Americans currently lacking
health insurance coverage.

Enactment of such legislation would be fully consistent with this
budget resolution. Indeed, the committee expects that health care
reform will lead to deficits that are lower than those projected by
the resolution, particularly toward the end of the five-year period
covered.

It would not be practical at this stage of the legislative process
to incorporate detailed assumptions and committee allocations for
health care reform into the resolution. Accordingly, the resolution
includes pay-as-you-go language for health care reform, pursuant to
section 301(b)(8) of the Congressional Budget Act. The language
provides for subsequent adjustment of the aggregates and alloca-
tions to reflect health care reform legislation, if that legislation
would be deficit-neutral or better for the total of the five years cov-
ered by the resolution.

iFor most direct spending programs, the baseline is identical to current law. However, the
baseline also includes some direct spending that is not yet enacted: the extension of expiring
direct spending programs, and the COLA's for veterans compensation at a rate identical to that
mandated for veterans pensions.





V. BACKGROUND, PURPOSE, AND ENFORCEMENT OF
THE RESOLUTION

The concurrent resolution on the budget for fiscal year 1995 es-
tablishes aggregate levels of spending, revenues, deficits, and pub-
lic debt for each year of fiscal years 1995 through 1999 and also
displays spending levels by functional category. Further, it provides
for allocation of its spending totals among the committees of the
House for budget enforcement purposes.

The resolution is fully consistent with the discretionary appro-
priations limits established by the Budget Enforcement Act of
1990, as extended by the Omnibus Budget Reconciliation Act of
1993.

A. DEVELOPMENT OF THE RESOLUTION

President Clinton submitted his budget proposals to Congress on
February 7, 1994. "Views and Estimates" reports were submitted
to the House Budget Committee pursuant to section 301(d) of the
Congressional Budget Act (the Budget Act). These reports contain
each committee's analysis and estimates of the budgetary matters
within its jurisdiction. The committee also received "The Economic
and Budget Outlook" report by the Congressional Budget Office
and other reports submitted pursuant to sections 202(f) and 308(c)
of the Budget Act.

The committee held several days of hearings, during which testi-
mony was given by key economic and policy advisers in the Admin-
istration, experts from the private sector, Members of Congress,
and association representatives. Witnesses included Congressional
Budget Office Director Robert D. Reischauer; Secretary of the
Treasury Lloyd Bentsen; Council of Economic Advisors Chair-
woman Laura D'Andrea Tyson; Office of Management and Budget
Director Leon E. Panetta; Secretary of Housing and Urban Devel-
opment Henry G. Cisneros; Secretary of Transportation Federico
Pefia; Secretary of Defense William J. Perry; and Secretary of
Labor Robert B. Reich.

The committee met to consider the concurrent resolution on the
budget for fiscal year 1995 on March 3, 1994.

B. PURPOSE AND CONTENTS OF THE RESOLUTION

Purpose
Section 301 of the Congressional Budget Act of 1974 requires the

House and Senate Budget Committees to report, and Congress to
adopt, a concurrent resolution on the budget each year. Under the
Budget Act, action on the budget resolution (including adoption of
the conference report by both chambers) is to be completed by April
15.



Because the measure is a concurrent resolution, it does not go to
the President for signature and does not become law. Rather, its
purpose is to provide targets and enforceable limits to guide con-
gressional action on spending and revenue legislation throughout
the year.

In accordance with Budget Act amendments made in 1990 and
1993, budget resolutions now set targets for each year of a five-year
period. Most enforcement rules apply to the targets and allocations
for the first year (fiscal year 1995 in this resolution) and for the
total of the first and the four succeeding fiscal years (fiscal years
1995 through 1999).

Contents of the Resolution

Sections 301(a) and 606(a) of the Congressional Budget Act re-
quire each budget resolution to set out appropriate totals for the
following categories (referred to as budget "aggregates") for each of
the five fiscal years covered: new budget authority, budget outlays,
direct loan obligations, primary loan guarantee commitments, fed-
eral revenues, the amount (if any) by which revenues should be in-
creased or decreased by legislation, the deficit or surplus, and the
public debt.

The same Budget Act sections also require the resolution to set
out appropriate totals of new budget authority, budget outlays, di-
rect loan obligations, and primary loan guarantee commitments for
each major functional category of the budget for each year. Twenty
separate functional categories are currently used by Congress and
the executive branch.

In addition to the required contents described above, section
301(b) of the Budget Act permits the inclusion of various other
matters in a budget resolution, such as reconciliation directives,
special procedures for considering legislation on a pay-as-you-go
basis, and any other matters and procedures relating to the budget
as may be appropriate to carry out the purposes of the Budget Act.

This year's resolution does not include reconciliation directives
because the committee does not find such directives necessary to ef-
fectuate the resolution's provisions and requirements.

The resolution also includes a pay-as-you-go provision for health
care reform, pursuant to section 301(b)(8) of the Congressional
Budget Act. This language provides for subsequent adjustment of
the aggregates and allocations to reflect health care reform legisla-
tion when it is reported, if that legislation would be deficit-neutral
or better for the total of the five years covered by the resolution.

Social Security and Other Off-Budget Programs

In accordance with sections 301(a) and 406 of the Congressional
Budget Act, the spending, revenue, and deficit totals in the resolu-
tion do not reflect the expenditures and receipts of the social secu-
rity retirement, survivors, and disability trust funds. As required
by section 4001 of the Omnibus Reconciliation Act of 1989, the
spending and receipts of the Postal Service Fund also are consid-
ered "off-budget" and not included in the totals in the resolution.



Credit Programs
The resolution treats federal lending and loan guarantee pro-

grams under the new rules established by the Federal Credit Re-
form Act of 1990 (which became title V of the Congressional Budget
Act). These rules are designed to put credit programs on the same
accounting basis as grants and purchases. This is accomplished by
including the net cost of credit programs in the President's budget
and the congressional budget resolution on an up-front or cash-
equivalent basis, instead of showing only the year-by-year cash
flows as was previously done.

In addition, the Credit Reform Act requires most credit programs
to receive an annual appropriation in advance to cover their ex-
pected net costs before any obligations can be made. (The excep-
tions to this rule are entitlement credit pozograms and Commodity
Credit Corporation loan programs.)

In accordance with these requirements, the budget resolution's
aggregates and functional targets reflect the up-front or cash-equiv-
alent costs of direct loan obligations and loan guarantee commit-
ments as budget authority and outlays. These budget authority and
outlay figures are also included within the spending allocations
among committees that are set out in this report. Because credit
programs are now controlled through budget authority and outlays,
committee allocations of lending and loan guarantee levels are no
longer made.

Although levels of direct lending and loan guarantees are no
longer the basis for congressional budget enforcement, section 301
of the Budget Act continues to require the budget resolution to
show aggregate and functional totals for these levels. This year's
resolution complies with that requirement.

C. ENFORCEMENT OF THE RESOLUTION

The resolution is enforced primarily through points of order
against legislation that would breach its aggregate spending and
revenue totals and/or its allocations of spending authority among
committees.

In general, when a bill is brought up for consideration, compli-
ance with the Budget Act is determined by measuring the budg-
etary effects of the bill relative to current law. The Act also applies
to amendments, and the budgetary effect of an amendment is
measured relative to current law as it would be amended by the
bill under consideration.

Enforcement of Committee Allocations
Section 602 of the Congressional Budget Act requires the joint

explanatory statement of managers accompanying the conference
report on the budget resolution to contain year-by-year allocations
of new budget authority, outlays, and entitlement authority among
the committees of the House and Senate. These allocations are di-
vided into two categories: amounts that will occur under existing
law; and amounts requiring discretionary action (amounts expected
to occur as a result of enactment of annual appropriations or other
new legislation). Section IV of this report contains allocations based



on the committee-reported resolution, and also provides further in-
formation on the meaning of these allocations.

The Appropriations Committees are required to subdivide their
allocations of new budget authority and outlays among their 13
subcommittees, each of which will report one of the 13 regular an-
nual appropriations bills. The Appropriations Committees are free
to revise these sub-allocations as they consider appropriate during
the year.

These committee allocations and sub-allocations become the basis
for congressional enforcement of the budget resolution targets as
legislation is considered throughout the year. Section 302(f) of the
Budget Act (as modified by section 602(c)) creates a point of order
in the House of Representatives against any bill, amendment, or
conference report that would breach the appropriate committee's
allocation of new discretionary budget authority or new entitlement
authority, for the budget year (fiscal year 1995, in the case of this
resolution), or for the total of all five fiscal years covered by the
most recent resolution. Generally similar points of order apply in
the Senate.

Section 602(e) of the Budget Act creates an exception to the sec-
tion 302(f) point of order for legislation that would not increase the
deficit during any of the five years covered by the resolution. This
exception would apply, for example, to legislation increasing spend-
ing under one committee's jurisdiction (and thereby breaching that
committee's allocation) but paying for that increase by decreasing
spending under another committee's jurisdiction or by increasing
revenues.

Enforcement of Aggregate Spending and Revenue Totals

Section 311(a) of the Budget Act (as modified by section 605(a))
creates a point of order in both the House and the Senate against
any bill, amendment, or conference report that would cause total
budget authority or outlays to exceed the aggregate ceilings set by
the resolution, or that would cause total revenues to fall below the
aggregate floor set by the resolution. This point of order applies to
spending and revenues for the budget year and for the total of all
five fiscal years covered by the resolution.

Section 311(b) provides an exception to the section 311(a) point
of order in the House. This exception applies if the bill or amend-
ment in question does not exceed the appropriate committee alloca-
tion of new discretionary budget authority or new entitlement au-
thority. Thus, as long as the committee of jurisdiction stays within
its 602(a) allocation, a measure breaching the aggregate spending
ceilings will nonetheless not be subject to a point of order in the
House.

Other Budget Act Points of Order
Following is a brief summary of other relevant points of order

under the Congressional Budget Act:
Section 302(c) in effect prohibits consideration of appropriations

bills until the Appropriations Committee has filed its 602(b) sub-
allocations of budget authority and outlays.

Section 303(a) prohibits consideration of legislation that provides
new budget authority for a fiscal year, or provides new entitlement



authority or increases or decreases revenues or the public debt
limit effective in a fiscal year, until the budget resolution for that
year has been adopted. Subsection (b) provides certain exceptions.

Section 401(a) prohibits consi&--ration of legislation that would
directly provide certain forms of "backdoor" spending authority-
namely contract authority or borrowing authority.

Section 401(b)(1) prohibits consideration of legislation providing
new entitlement authority effective before October 1 of the year in
which the legislation is reported. (Section 402(b)(2) ceased to be ef-
fective beginning in fiscal year 1992.)

Section 402(a) prohibits consideration of legislation that would
directly provide new credit authority, rather than merely authoriz-
ing new credit programs subject to appropriations.

D. ENFORCEMENT UNDER THE BUDGET ENFORCEMENT ACT

The budget resolution and its enforcement mechanisms work in
tandem with the rules established by the Budget Enforcement Act
of 1990. While the budget resolution sets targets enforced through
points of order in the House and Senate, the Budget Enforcement
Act sets up certain basic principles and standards enforced through
automatic spending cuts ("sequestration").

Limits on Discretionary Appropriations
The Budget Enforcement Act (BEA) established limits on discre-

tionary appropriations for fiscal years 1991 through 1995. The Om-
nibus Budget Reconciliation Act of 1993 extended this system and
set further limits through fiscal year 1998. Until fiscal year 1994,
separate limits were established for three categories of appropria-
tions: defense, international, and domestic. For fiscal year 1994 on-
ward, a single overall limit applies to all discretionary appropria-
tions.

The discretionary appropriations limits are adjusted each year by
the Director of the Office of Management and Budget. These ad-
justments are governed by detailed rules set out in the BEA, and
are intended to reflect factors such as changes in estimated infla-
tion, changes in estimated credit subsidy rates, appropriations des-
ignated as emergency measures by Congress and the President,
and reclassifications of programs (from mandatory to discretionary
or vice versa).

Congressional compliance with the discretionary appropriations
limits is tested at the end of each session of Congress. If the total
of all discretionary legislation enacted for the budget year breaches
the limit for that year, the President must order the sequestration
(rescission) of discretionary budget authority sufficient to bring
budget authority and outlays within the appropriate limit.

The targets for discretionary appropriations (and the correspond-
ing allocations to the Appropriations Committee) in this year's res-
olution are fully consistent with the applicable discretionary appro-
priations limits in each fiscal year.

Pay-As-You-Go
For "mandatory" programs, the Budget Enforcement Act estab-

lishes a pay-as-you-go rule. Under this rule, any legislative changes
that would increase mandatory spending or decrease revenues



must be matched by offsetting decreases in mandatory spending
and/or increases in revenues. Compliance with this rule is tested
at the end of each session. If, at that point, the total of all legisla-
tive changes in mandatory spending and revenues for the current
and immediately past fiscal years add up to a deficit increase, auto-
matic spending cuts are triggered to eliminate that increase. The
cuts are made in selected mandatory programs pursuant to de-
tailed procedures laid out in the BEA.

The resolution's spending and revenue assumptions are fully con-
sistent with the pay-as-you-go principle.

Maximum Deficit Amounts
The Budget Enforcement Act also established maximum deficit

amounts through fiscal year 1995. Like the discretionary spending
limits, these deficit limits are to be adjusted by the Director of the
Office of Management and Budget to reflect changes in economic
and technical estimating assumptions and for various other pur-
poses. (The adjustments were mandated by law through fiscal year
1993; for fiscal years 1994 and 1995, the President was given dis-
cretion to decide whether adjustments would be made. President
Clinton decided in favor of adjusting the limits for both fiscal
years.)

The Congressional Budget Office estimates that the maximum
deficit amount for fiscal year 1995 applicable to this resolution is
$248 billion, including those adjustments specified in the Budget
Enforcement Act. The on-budget deficit in this resolution is $247.7
billion for fiscal year 1995. (Note that these figures represent the
"on-budget" deficit, which excludes Social Security and the Postal
Service Fund.)

E. PUBLIC DEBT LIMIT

Rule XLIX of the Rules of the House of Representatives estab-
lishes a procedure for changing the statutory limit on the level of
the public debt.

This budget resolution sets forth the appropriate level of the
statutory limit for the coming fiscal year, 1995, as well as the out-
years. Under House Rule XLIX, upon final adoption by both Houses
of Congress of a concurrent resolution on the budget containing a
debt level for the next fiscal year, the public debt limit for that
year is incorporated into the text of a joint resolution. Pursuant to
the rule, that joint resolution would amend section 3101(b) of title
31, United States Code, by striking out the dollar limitation con-
tained in that subsection and replacing it with the figure of
$4,968,300,000,000.

Under the rule, that joint resolution is then deemed passed by
the House and sent to the Senate for its consideration. If the Sen-
ate approves the joint resolution without amendment, the joint res-
olution is sent to the President for his signature. (If the Senate
were to amend the joint resolution, the measure would be returned
to the House for further action.)

Legislative jurisdiction over the public debt remains in the Com-
mittee on Ways and Means. The rule does not preclude that com-
mittee from originating public debt legislation.



75

F. COMMITTEE ON GOVERNMENT OPERATIONS

Pursuant to clause 2()(3)(D) of rule XI of the House of Rep-
resentatives, no oversight finding or recommendations have been
submitted to this committee.

G. VOTE OF COMMITTEE

The committee ordered the budget resolution reported on March
3, 1994, by a roll call vote of 26 yeas and 17 nays, a quorum being
present.





VI. SUMMARY TABLES

HOUSE BUDGET COMMITTEE RECOMMENDATION
[in billions of dollars)

Committee Recommedaton-Totl Budget

1995 16 1997 198 1999

Budget authority.
otay ....... ........................... .....................

Revenues . ..................... ............ ..............
Revenue change ................. ............................
(Medicare part A revenues) . ........................
Deficit .......
Debt subject to limit .. .............
050 National defense:

Budget authority .......... .........
otlays ...... ...... ......................

150 International affairs
Budget authority . . ..........
Outlays ..... ............ ...................

250 General science, space and technology:
Budget authority ..................... ........
Outays ... .. .. . ... ... ..............................

270 Energ:
Budget authority .... ...............................
O ys . .... ...................................

380 Natural resources and environment-
Budget authority ................................................
Outlays ........... ......................................

350 Agrtculture:
Budget authority ................. ............ .
Outlays ...... ..... . . . .............

370 Commerce and housing credit.
Budget authority ....................................
Outlays ...............................

400 Transportation:
Budget authority ............................................
Oi . ......................... ..... .

450 Community and regional development-
Budget authority ...................... .........
Outlays ..........................................

500 Education, training, employment and social services-
Budget authority ..................................................
Outlays ................................... ..........................

550 Health:
Budget authority ........................................
Outlays ................. ................................................

570 Medicare:
Budget authority .....................................................
Outlays ........... .................................

600 income security:
Budget authority .....................................................
Outlays ............... .....................................................

650 Social Security:
Budget authority .........................................................
Outlays .....................................................................

700 Veterans benefits and services:
Budget authority ...................................................

1,540.9
1,513.6
1,338.3

0.0
100.3
175.3

4,968.3

263.3
270.5

19.2
18.1

17.2
17.1

6.0
5.0

21.4
21.2

12.6
11.9

9.3
-8.0

41.8
38.8

9.5
9.3

57.0
53.4

123.4
122.3

162.4
160.5

219.8
220.4

339.2
337.3

1,614.2
1,585.0
1,410.8

0.0
106.3
174.2

5,293.8

255.3
261.2

17.2
17.3

17.2
17.2

5.9
5.1

22.2
21.7

13.2
12.1

6.5
-11.8

41.8
39.6

9.0
8.9

58.2
55.2

136.6
135.4

180.5
178.2

234.5
229.1

355.5
355.2

1,692.4 1,779.0
1,668.7 1,743.8
1,478.7 1,555.9

0.0 0.0
111.9 117.8
190.0 187.9

5,640.1 5,996.2

252.0 258.7
256.6 256.7

17.0 16.8
17.3 17.7

17.3 17.4
17.3 17.4

5.9 6.1
4.9 4.7

22.1 22.0
21.7 21.6

13.7 13.9
12.4 12.7

6.2 7.2
-3.5 -2.4

43.1 43.9
40.1 40.3

9.0 9.0
9.0 9.1

59.9 61.7
58.0 60.6

150.9 166.6
149.8 165.4

198.5 217.7
196.1 215.1

249.1 261.0
242.6 253.1

374.6 393.3
373.1 391.7

1,875.0
1,831.7
1,630.0

0.0
123.7
201.7

6,367.3

258.7
256.7

17.0
17.7

17.4
17.4

5.4
4.2

21.6
21.2

14.2
13.1

6.7
-2.2

44.7
40.3

9.0
9.1

61.8
60.8

182.9
181.7

242.2
239.0

272.2
264.1

413.1
411.3

37.2 37.6 38.5 38.6 39.7
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HOUSE BUDGET COMMITTEE RECOMMENDATION-Continued
[in billions of dollars]

Committee Recommendation-Total Budget

1995 1996 1997 1998 1999

Outlays ............................................................................ 36.6 36.6 38.3 38.5 39.7
750 Administration of justice:

Budget authority ............................................................ 18.0 20.8 21.7 22.7 22.8
Outlays ............................................................................ 16.8 19.1 20.6 22.1 22.1

800 General government
Budget authority ............................................................ 13.7 13.5 13.4 13.1 13.2
Outlays ........................................................................... 13.5 14.7 13.9 13.4 13.4

900 Net interest-
Budget authority ........................................................... 213.6 229.8 241.0 251.7 263.5
Outlays ............................................................................ 213.6 229.8 241.0 251.7 263.5

920 Allowances:
Budget authority ............................................................ -0.8 -3.6 -3.6 -2.9 9.4
Outlays ........................................................................... -1.8 -2.1 -2.6 -6.1 -0.9

950 Undistributed offsetting receipts:
Budget authority ........................................................... -42.9 -37.5 -37.9 -39.5 -40.5
Outlays ............................................................................ -42.9 -37.5 -37.9 -39.5 -40.5

HOUSE BUDGET COMMITTEE RECOMMENDATION
(in billions of dollars]

Committee Recommendation-On-Budget

1995 1996 1997 1998 1999

Budget authority ..................................................................... 1,246.8
Outlays ..................................................................................... 1,225.5
Revenues ................................................................................ 977.8
Revenue change ..................................................................... 0.9
(Medicare part A revenues) ................................................... 100.3
Deficit ..................................................................................... 247.7
Debt subject to limit .............................................................. 4,968.3
050 National Defense:

Budget authority ............................................................ 263.3
Outlays ............................................................................ 270.5

150 International affairs:
Budget authority ............................................................ 19.2
Outlays ............................................................................ 18.1

250 General science, space and technology:
Budget authority ........................................................... 17.2
Outlays ........................................................................... . 17.1

270 Energy:
Budget authority ............................................................ 6.0
Outlays ............................................................................ 5.0

300 National resources and environment:
Budget authority ............................................................ 21.4
Outlays ............................................................................ 21.2

350 Agriculture:
Budget authority ............................................................ 12.6
Outlays ............................................................................ 11.9

370 Commerce and housing credit:
Budget authority ......................................................... 7.3
Outlays ............................................................................ - 8.5

400 Transportation:
Budget authority ........................................................... 41.8
Outlays ................... 38.8

450 Community and regional development:
Budget authority ............................................................ 9.5
Outlays ............................................................................ 9.3

500 Education, training, employment and social services:
Budget authority ............................................................ 57.0
Outlays ........................................................................... . 53.4

1,308.4 1,374.4 1,447.8 1,531.4
1,284.7 1,356.5 1,419.0 1,495.0
1,031.2 1,079.7 1,136.4 1,190.2

0.0 0.0 0.0 0.0
106.3 111.9 117.8 123.7
253.5 276.8 281.6 304.8

5,293.8 5,640.1 5,996.2 6,367.3

255.3 252.0 258.7 258.7
261.2 256.6 256.7 256.7

17.2 17.0 16.8 17.0
17.3 17.3 17.7 17.7

17.2 17.3 17.4 17.4
17.2 17.3 17.4 17.4

5.9 5.9 6.1 5.4
5.1 4.9 4.7 4.2

22.2 22.1 22.0 21.6
21.7 21.7 21.6 21.2

13.2 13.7 13.9 14.2
12.1 12.4 12.7 13.1

5.3 5.1 5.2 5.2
-10.9 -3.5 -2.9 -1.9

41.8 43.1 43.9 44.7
39.6 40.1 40.3 40.3

9.0 9.0 9.0 9.0
8.9 9.0 9.1 9.1

58.2 59.9 61.7 61.8
55.2 58.0 60.6 60.8
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HOUSE BUDGET COMMITTEE RECOMMENDATION-Continued
[in billions of dollars]

Committee Recommendation-On-Buduet

1995 1996 1997 1998 1999

550 Health:
Budget authority ......................................................... 123.4 136.6 150.9 166.6 182.9
Outlays .......................................................................... 122.3 135.4 149.8 165.4 181.7

570 Medicare:
Budget authority ........................................................... 162.4 180.5 198.5 217.7 242.2
Outlays ........................................................................ 160.5 178.2 196.1 215.1 239.0

600 Income security:
Budget authority ........................................................... 219.8 234.5 249.1 261.0 272.2
Outlays ......................................................................... 220.4 229.1 242.6 253.1 264.1

650 Social Security:
Budget authority ........................................................... 6.8 6.3 8.3 9.0 9.8
Outlays . ....................................................................... 9.4 9.4 11.5 12.3 13.1

700 Veterans benefits and services:
Budget authority ....................................................... 37.2 37.6 38.5 38.6 39.7
Outlays ...................................................................... 36.6 36.6 38.3 38.5 39.7

750 Administration of justice:
Budget authority . ........................................ 18.0 20.8 21.7 22.7 22.8
Outlays ........... .................................................. 16.8 19.1 20.6 22.1 22.1

800 General government
Budget authority . ................................................ 13.7 13.5 13.4 13.1 13.2
Outlays ..................................................................... 13.5 14.7 13.9 13.4 13.4

900 Net interest-
Budget authority .......................................................... 247.1 267.2 282.8 298.5 315.8
Outlays .. .... . ... 247.1 267.2 282.8 298.5 315.8

920 Allowances-
Budget authority ..................................................... -0.8 -3.6 -3.6 -2.9 9.4
Outlays ......................................................................... - 1.8 - 2.1 - 2.6 - 6.1 - 0.9

950 Undistnbnted offsetting receipts:
Budget authority ......................... ......... . .. -36.1 -30.3 -30.3 -31.2 -31.6
Outlays .............................. ... .. -36.1 -30.3 -30.3 -31.2 -31.6

HOUSE BUDGET COMMITTEE RECOMMENDATION
[in billions of dollars]

Committee Recommmndatoon-O-O-udget

1995 1996 1997 inn Ies

Budget authority ................................................................. 294.1 305.8 318.0 331.2 343.6
Outlays ..................................................... .............. 288.1 300.3 312.2 324.8 336.7
Revenues .. -...................... .............................. 360.5 379.6 399.0 419.5 439.8
Revenue change . . ..... NA NA NA NA NA
(Medicare Part A revenues) ............................................. NA NA NA NA NA
Surplus ................................................................................ 72.4 79.3 86.8 94.7 103.1
Debt subject to limit . ............................ ............ NA NA NA NA NA
050 National defense:

Budget authority ....................... 0............................... 0.0 0.0 0.0 0.0 0.0
Outlays ........... ............... 0................................... 0.0 0.0 0.0 0.0 0.0

158 International Affairs:
Budget authority . . . . ......... 0.0 0.0 0.0 0.0 0.0
Outlays ....................................................................... 0.0 0.0 0.0 0.0 0.0

250 General science, space and technology:
Budget authority ......................................................... 0.0 0.0 0.0 0.0 0.0
Outlays ..... . .... 0.0 0.0 0.0 0.0 0.0

270 Energy:
Budget authority ........................................................ 0.0 0.0 0.0 0.0 0.0
Outlays ...................................................................... 0.0 0.0 0.0 0.0 0.0

300 Natural resources and environment:
Budget authority ....................................................... 0.0 0.0 0.0 0.0 0.0
Outlays ................................................................... 0.0 0.0 0.0 0.0 0.0
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HOUSE BUDGET COMMITTEE RECOMMENDATION-Continued
[in billions of dollars]

ComiNee Recommendtoin-Off-Budpt

1995 1996 1997 1998 1999

350 Agriculture:
Budget authority ......................................................... 0.0 0.0 0.0 0.0 0.0
Outlays .......... 0.0 0.0 0.0 0.0 0.0

370 Commerce and hosing credit:
Budget authority ......................................................... 2.0 1.2 1.1 2.0 1.5
Outlays .......... 0.5 -0.9 0. 0.5 -1.3

400 Transportation:
Budget authority ......................................................... 0.0 0.0 0.0 0.0 0.0
Outlays .................... 0...................0................................. . 0.0 L.U 0.8 0.0

450 Community and regional development:
Budget authority ......................................................... 0.0 0.0 0.0 0.0 0.0
Outlays ........................................................................ 0.0 0.0 0.0 0.0 L.0

500 Education, training, employment and social services:
Budget authority .................................................. .... 0.0 0.0 0.0 0.0 L.0
Outlays .. .... ....... ..... 0.0 0. 0. 0.0 0.0

550 Health:
Budget authority ..... . ... 0.0 0.0 0.0 0.0 0.0
Outlays ........................................................... ............ 0.0 0.0 0.0 0.0 0.0

570 Medicare:
Budget authority ........................................................... 0.0 0.0 0.0 0.0 0.0
Outlays ....................................................................... 0. 0 LU0 0.0 0.0

600 Income security:
Budget authority ......................................................... 0.0 0.0 0.0 0.0 0.0
Outlays ....... . .. .... 0.0 0.0 Lo 0.0 0.A

650 Social Security:
Budget authority .........................................-........... 332.4 349.2 366.3 384.3 403.3
Outlays ..... ........ ... ............ .. 327.9 345.8 361.6 379.4 39.2

700 Veterans benefits and services:
Budget authority .......... ............................ .......... 0.0 0.0 0.0 0.0 0.0
Outlays .................... ................... L........... . .... .0 0.0 0.0 0.0 .

750 Administration of justice:
Budget authority ..................... ................... L............. 0.0 0.0 0.0
Outlays . ..... ....... 0.0 0.0 0.0 .0 L.0

800 General government
Budget authority ............. . ............... 0..... 0. 0.0 0.0 0.0 0.0
Outlays ..................................................................... 0.L O. 0.0 1.0 0.0

900 Net interest
Budget authority ......................... .............. -33.5 -37.4 -41.8 -46.8 -52.3
Outlays ........ . . ... -33.5 -37.4 -41.8 -46.8 -52.3

920 Allowances:
Budget authority ......................................................... 0.0 0.0 .0 0.0 0.0
Outlays .................................................................... .... 0.0 0.0 0.0 L.B 0.0

950 Undistributed offsetting receipts:
Budget authority ........ . ...... .. -6.8 -7.2 -7.6 -8.3 -8.9
Outlays ......................................................................... -6.8 - 71 - 7.6 -8.3 -8.9

CREDIT LEVELS-HOUSE BUDGET COMMITTEE RECOMMENDATION
[in billions of dollars]

1995 1996 1997 1998 1999

Direct loans ....... . .. 26.7 32.1 33.8 35.7 37.8
Loan guarantees ................................................................ 199.7 174.4 164.6 14.1 163.5
050 National defense:

Direct loans ................................................................. 0.0 0.0 0.0 0.0
Loan guarantees ........................................................ 0.0 0.0 0.0 1.0 0.0

150 International affairs:
Direct loans ................................................................... 3.2 2.8 2.6 2.4 2.4
Loan guarantees ......................................................... 18.0 18.5 18.5 18.5 16.5

250 General science, space and technology
Direct loans .................................................................. 0.0 0.0 0.0 0.0 0.0
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CREDIT LEVELS-HOUSE BUDGET COMMITTEE RECOMMENDATION-Continued
[in billions of dollars]

1995 1996 1997 1998 1999

Loan guarantees ......................................................... 0.0 0.0 0.0 0.0 0.0
270 Energy:

Direct loans ........... .... 1.4 1.5 1.5 1.5 1.5
Loan guarantees ................ . 0.0 0.0 0.0 0.0 0.0

300 Natural resources and environment
Direct loans . ...... 0.0 0.0 0.0 0.0 0.0
Loan guarantees ......................................................... 0.0 0.0 0.0 0.0 0.0

350 Agriculture:
Direct loans . ....... 10.1 9.7 9.7 9.8 9.9
Loan guarantees ............ 7.4 7.4 7.4 7.4 7.4

370 Commerce and housing credit-
Direct loans ................................................................ 2.8 3.0 3.1 3.2 3.4
Loan guarantees ........................................................ 117.9 103.2 95.9 96.6 99.5

400 Transportation:
Direct loans ................................................................ 0.1 0.1 0.1 0.1 0.1
Loan guarantees .............................................. . 0.5 0.0 0.0 0.0 0.0

450 Community and regional development:
Direct loans .................................................................. 2.2 2.2 2.2 2.2 2.2
Loan guarantees ....................................................... 3,6 3.6 3.6 3.6 3.6

500 Education, training, employment and social services:
Direct loans ................................................................. 5.5 11.5 13.2 15.1 16.8
Loan guarantees .......................................................... 19.0 14.0 13.2 12.3 11.2

550 Health:
Direct loans ................... 0.0 0.0 0.0 0.0 0.0
Loan guarantees ............................................................ 0.4 0.3 0.2 0.1 0.0

570 Medicare:
Direct loans .................................................................. 0.0 0.0 0.0 0.0 0.0
Loan guarantees ............................................................ 0.0 0.0 0.0 0.0 0.0

600 Income security:
Direct loans ................................................................... 0.0 0.0 0.0 0.0 0.0
Loan guarantees ........................................................... 0.0 0.0 0.0 0.0 0.0

650 Social Security:
Direct loans ................................................................... 0.0 0.0 0.0 0.0 0.0
Loan guarantees ............................................................ 0.0 0.0 0.0 0.0 0.0

700 Veterans benefits and services:
Direct loans .................................................................... 1.4 1.3 1.4 1.4 1.5
Loan guarantees ........................................................... 32.9 27.4 25.8 25.6 25.3

750 Administration of justice:
Direct loans ................................................................... 0.0 0.0 0.0 0.0 0.0
Loan guarantees .................. 0.0 0.0 0.0 0.0 0.0

800 General government
Direct loans .................................................................... 0.0 0.0 0.0 0.0 0.0
Loan guarantees .................. 0.0 0.0 0.0 0.0 0.0





VII. APPENDICES

A. Debt Subject to Limit

The Committee recommends debt levels for the end of fiscal
years 1995-1999 calculated as shown in the table below.

Debt subject to limit

[In billions of dollars]

Fiscal year 1994:
Debt Septem ber 30, 1993 ......................................................................... 4,315.6
Total deficit ............................................................................................... 227.8
Trust fund surpluses ................................................................................ 113.2
Other adjustm ents .................................................................................... - 1.6

Debt Septem ber 30, 1994 ..................................................................... 4,655.0

Fiscal year 1995:
Total deficit ............................................................................................... 175.3
Trust fund surpluses ................................................................................ 118.2
Other adjustm ents .................................................................................... 19.8

Debt Septem ber 30, 1995 ..................................................................... 4,968.3

Fiscal year 1996:
Total deficit ............................................................................................... 174.2
Trust fund surpluses ................................................................................ 130.3
Other adjustm ents .................................................................................... 21.0

Debt Septem ber 30, 1996 ..................................................................... 5,293.8

Fiscal year 1997:
Total deficit ............................................................................................... 190.0
Trust fund surpluses ................................................................................ 139.0
Other adjustm ents .................................................................................... 17.3

Debt Septem ber 30, 1997 ..................................................................... 5,640.1

Fiscal year 1998:
Total deficit ............................................................................................... 187.9
Trust fund surpluses ................................................................................ 145.8
Other adjustm ents .................................................................................... 22.4

Debt Septem ber 30, 1998 ..................................................................... 5,996.2

Fiscal year 1999:
Total deficit ............................................................................................... 201.7
Trust fund surpluses ................................................................................ 144.8
Other adjustm ents .................................................................................... 24.6

Debt Septem ber 30, 1999 ..................................................................... 6,367.3

(83)
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B. The President's Policy Proposals by Function

THE PRESIDENT'S POLICY PROPOSALS BY FUNCTION
[Total-budget, including health reform, in billions of dollars]

Actual Esnute
1993 1994 1955 1996 1997 199e 1999

Budget authority ............................. . 1.473.6 1,504.7 1,537.0 1,623.5 1,718.1 1,810.3 1,892.2
Outlays ......................................................... 1,408.2 1,483.8 1,518.9 1,596.9 1,691.4 1,777.4 1,854.0
Revenues ..................................................... 1,153.5 1,249.1 1,353.8 1,427.3 1,505.1 1,586.9 1,672.0
Deficit (-)/surplus (+) ............................ -254.7 -234.8 -165.1 -169.6 -186.4 -190.5 -181.1
Debt subject to limit .................................. 4,315.6 4,641.1 4,925.0 5,232.0 5,566.2 5,918.4 6,270.3
050 National Defense:

Budget authority ............................... 281.1
Outlays ............................................... 291.1

150 International Affairs:
Budget authority ............................... 32.3
Outlays ............................................... 16.8

250 General Science, Space and Tech-
nology:
Budget authority ............... 17.2
Outlays ................................................ 17.0

270 Energy:
Budget authority ............................... 8.3
Outlays ............................................... 4.3

306 Natural resources and environment
Budget authority ............... 21.6
Outlays ............................................... 20.2

350 Agriculture:
Budget authority ............... . 19.1
Outlays .......................................... 20.4

370 Commerce and Housing Credit
Budget authority ............... . 9.9
Outlays ............................................... i -22.7

400 Transportation:
Budget authority ............... 40A
Outlays ............................................... 35.0

450 Community and regional develop-
ment:
Budget authority ............... 10.2
Outlays ............................................... 9.1

500 Education, training, employment and
social services:
Budget authority ............... 52.8
Outlays ............................................... 50.0

550 Health:
Budget authority ................................ 108.6
Outlays ............................................... 99.4

570 Medicare:
Budget authority ............... 124.8
Outlays ................................................ 130.6

600 Income security:
Budget authority ............... 214.8
Outlays ............................................. 207.3

650 Social Security:
Budget authority ................................ 306.3
Outlays ............ 304.6

700 Veterans benefits and services:
Budget authority ............... . 36.3
Outlays ............................................... 35.7

750 Administration of Justice:
Budget authority ............... . 15.2
Outlays ................................................ 15.0

800 General government-
Budget authority ............... . 13.2
Outlays ................................................ 13.0

8.4 9.3 8.9 8.8 8.8 8.8
9.3 9.2 9.0 8.9 8.5 8.5



THE PRESIDENT'S POLICY PROPOSALS BY FUNCTION-Continued
[Total-budget including health reform, in billions of dollars]

Actual Estimate
1993 1994 1995 1996 1997 1998 1999

900 Net interest:
Budget authority ...................... ... 198.8 203.4 212.8 224.2 234.0 244.6 254.4
Outlays . ......... ............ 198.8 203.4 212.8 224.2 234.0 224.6 254.4

920 Allowances:
Budget authority ............................. 0.0 n.e 0.1 -3.0 -4.0 -. 6 -12.4
Outlays ........ ............ 0.0 6.0 0.2 -1.9 -3.5 -9.5 -12.2

950 Undistibuted offsetting receipts:
Budget authority .......................... -37.4 -37.9 -42.6 -41.7 -39.4 -41.4 -40.5
Outlays ............. .... ... -37.4 -37.9 -42.6 -41.7 -39.4 -41.4 -40.5

Note. These esti differ from "President Reestimatd". shown elsewhere in this report because they use administration (not CBO)
economic and technical assumts awd ckude adminisulrtion estimates of the effects of health reform,

THE PRESIDENT'S POLICY PROPOSALS BY FUNCTON
[On-budget, including health reform, in billions of dollars]

Actual Estimate
1993 1994 195 1996 1997 1998 1999

Budget authority . ....... ...... 1,204.4 1,219.8 1,238.0 1,313.1 1,395.0 1,471.3 1,539.2
Outlays ........................................... 1,114.6 1,203.0 1,223.6 1,288.9 1,373.1 1,444.8 1,506.5
Revenues ........ ....... ......... 841.6 912.9 998.6 1,052.6 1,107.6 1,165.5 1,227.8
Deficit (-) / surplus (+) ..................... -300.0 -290.1 -225.0 - 236.3 -265.5 -279.3 -278.7
050 National defense:

Budget authority ............................. 281.1 260.9 263.7 255.3 252.0 258.7 265.1
Outlays ................................. ... 291.1 279.8 270.7 261.0 256.4 256.6 257.5

150 International affairs:
Budget authority ............................... 32.3 18.8 18.8 17.0 17.0 17.0 17.2
Outlays ................................... 16. 1.0 17.8 17.9 17.7 18.0 18.2

250 General science, space and tech-
nology:
Budget authority ............................ 17.2 17.5 17.3 17.2 17.3 17.4 17.6
Outlays ......................................... 17.0 17.3 16.9 17.1 17.1 17.2 17.4

270 Energy:
Budget authority ........... . ...... 8.3 4.7 4.7 6.2 6.0 5.6 6.0
Outlays .......................................... 4.3 5.0 4.6 5.0 5.0 4.8 5.0

300 Natural resources and environment-
Budget authority .............................. 21.6 22.2 21.6 22.2 21.9 21.9 21.4
Outlays . . . . .. 20.2 22.3 21.8 22.1 22.0 21.4 20.8

350 Agriculture:
Budget authority ............................ 19.1 16.1 13.5 12.0 12.6 12.6 13.0
Outlays ............................................ 20.4 16.9 12.8 12.7 13.1 13.5 13.9

370 Commerce and housing credit:
Budget authority ............................. 7.7 23.9 5.9 6.0 5.1 4.4 5.0
Outlays ............................................. -24.2 -1.2 -8.7 -9.2 -5.2 -4.3 -2.4

400 Transportation:
Budget authority ............................. 40.4 38.9 41.8 40.4 41.7 40.0 40.0
Outlays ............................................. 35.0 37.6 38.4 39.5 39.9 40.3 40.4

450 Community and regional develop-
ment
Budget authority ............................. 10.2 8.4 9.3 8.9 8.8 8.8 6.8
Outlays ............... .......................... 9.1 9.3 9.2 9.0 8.9 8.5 8.5

500 Education, training, employment and
social services:
Budget authority ............................... 52.8 53.4 57.7 56.7 60.2 62.5 64.7
Outlays ........................................... 50.0 50.8 53.5 54.5 57.9 60.3 62.3

550 Health:
Budget authority ................................ 108.6 116.1 118.4 151.6 181.9 222.2 237.0
Outlays ............................................. 99.4 112.3 123.1 149.6 180.0 221.1 235.9

570 Medicare:
Budget authority ............................... 124.8 150.6 156.1 176.6 195.5 205.1 218.6
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THE PRESIDENT'S POLICY PROPOSALS BY FUNCTON--Continued
[On-budget, including health reform, in billions of dollars]

Actual Estimate
1993 1994 1995 1996 1997 1998 Is"

Outlays ............................................... 130.6 143.7 156.2 176.0 195.8 205.2 218.1
600 Income security:

Budget authority .............................. 214.8 215.2 221.7 239.9 253.0 265.4 2787
Outlays .............................................. 207.3 214.6 221.4 230.8 242.5 253.0 265.2

650 Social Security:
Budget authority ................................ 6.2 5.8 6.6 7.0 7.4 7.9 84
Outlays ............................................... 6.2 5.8 6.6 7.0 7.4 7.9 84

700 Veterans benefits and services:
Budget authority .............................. 36.3 36.7 38.9 39.5 41.6 40.2 41.8
Outlays ............................................... 35.7 38.1 39.2 38.2 41.5 40.3 41.9

750 Administration of Justice:
Budget authority ............................... 15.2 15.9 19.0 21.1 22.0 22.7 24.0
Outlays ............................................... 15.0 16.5 17.3 19.6 21.0 22.2 23.7

800 General government.
Budget authority ............................... 13.2 13.6 14.7 13.9 13.9 13.7 13.5
Outlays ............................................... 13.0 14.3 13.8 15.3 14.5 13.7 13.1

900 Net interest.
Budget authority ................................ 225.6 232.5 244.5 259.1 272.8 287.8 302.4
Outlays ........ . . .. 225.6 232.5 244.5 259.1 272.8 287.8 302.4

920 Allowances:
Budget authority ............................... 0.0 0.0 0.1 -3.0 -4.0 -9.6 -12.4
Outlays .............................................. 0.0 0.0 0.2 -1.9 -3.5 -9.5 -12.2

950 Undistributed offsetting receipts:
Budget authority ................................ -31.0 -31.4 -35.8 -34.5 -31.8 -33.1 -31.
Outlays .............................................. -31.0 -31.4 -35.8 -34.5 -31.8 -3.1 -31.6

Note: These estimates differ from "President Reestlmated", shown elsewhere in this report because they use administration (not C10)
economic and technical assumptions and Include admiistrat estimates of the effects of health reform.

C. Federal Aid to State and Local Governments

The committee recommendation accepts the Administration's pol-
icy objectives concerning federal assistance to state and local gov-
ernments with some modification to stay within the fiscal year
1995 cap. The Committee recognizes the importance of our nation's
system of federalism and believes this partnership needs to be
strengthened and supported.

The federal government provides assistance to state and local
governments to help finance programs covering most areas of do-
mestic spending. Major entitlement programs include: Medicaid;
the new childhood immunization program; Family Support Pay-
ments; AFDC-JOBS; Child Nutrition; Title XX Social Services
Block Grants; Rehabilitation Services and Disability Research; and
Foster Care and Adoption Assistance.

The largest discretionary programs include: Federal-Aid High-
ways; Mass Transit; Airport Improvement Grants; subsidized and
other low-income housing programs; Head Start; Title 1: Education
for the Disadvantaged; the Special Supplemental Food Program for
Women, Infants, and Children (WIC); employment and job training;
Substance Abuse and Mental Health Grants; child immunizations;
Ryan White AIDS assistance; Maternal and Child Health Block
Grants and other health programs; Community Services Block
Grants; Low-Income Home Energy Assistance; Low-Income Weath-
erization; EPA Water Infrastructure Grants; Community Develop-
ment Block Grants (CDBGs); economic and rural development pro-
grams; and the proposed Crime Control Initiative.



The committee recommendation assumes increased funding for
programs of high priority to state and local governments, including
Head Start, education, employment and job training, child immuni-
zations, Ryan White AIDS programs, WIC, drug treatment, high-
ways, low-income weatherization, EPA water infrastructure financ-
ing, community and economic development, rural development,
community policing and juvenile justice assistance. The committee
also restored much of the President's proposed reductions in
LIHEAP and mass transit operating assistance.

D. Tax Expenditures

The Congressional Budget Act of 1974 requires a listing of tax
expenditures in the President's budget submission and in reports
accompanying congressional budget resolutions. Tax expenditures
are defined in the Act as "revenue losses attributable to provisions
of the Federal tax law which allow a special exclusion, exemption,
or deduction from gross income or which provide a special credit,
a preferential rate of tax, or a deferral of tax liability." Under this
definition, the concept of tax expenditures refers to revenue losses
attributable exclusively to provisions in the corporation and indi-
vidual income taxes.

Tax expenditures are one means by which the federal govern-
ment pursues public policy objectives and, in most cases, can be
viewed as alternatives to budget outlays, credit assistance or other
policy instruments. Tax expenditures are designed to meet a vari-
ety of needs and objectives; nearly all tax expenditures are in-
tended either to encourage certain economic activities or to reduce
income tax liabilities for taxpayers in special circumstances. These
needs and objectives in many cases could also be met through di-
rect expenditure programs. The outlay equivalent of a tax expendi-
ture-the cost of a direct expenditure program that would achieve
the same objective-is frequently greater than the estimated tax
expenditure as conventionally measured by the revenue loss, be-
cause outlays in many cases would be included in the taxable in-
come of beneficiaries. In order to deliver the same after-tax benefit,
an outlay would have to be higher than a tax benefit.

Estimates of individual tax expenditures consistent with the stat-
utory definition are prepared by the Treasury Department and the
Joint Committee on Taxation. Although there is general agreement
among these sources, the concept of tax expenditures continues to
evolve, and the inclusion or exclusion of individual provisions may
be controversial. The estimates normally presented here are those
of the Joint Committee on Taxation and in this case are based on
that committee's most recent report of April 23, 1993. The Joint
Committee on Taxation has estimated the revenue losses rather
than outlay equivalent amounts of tax expenditures.

With continuing efforts to reduce the growth in federal spending
and competition for room in the budget, it is important that Con-
gress continue to scrutinize tax provisions as well as spending
practices. The list of tax expenditures in Table 1 may also suggest
possible options for future revenue increases, should they be nec-
essary.

This appendix shows the revenue lost from tax expenditure items
for fiscal years 1994 through 1998. Because of the interaction
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among the provisions, the revenue effect from two or more repeals
would not necessarily equal the exact sum of the revenue losses for
each item. Furthermore, because tax legislation seldom applies
retroactively to taxpayer decisions made earlier, the added reve-
nues available for the initial years from legislation to eliminate a
tax expenditure may be substantially less than shown in the fol-
lowing table.

The economic assumptions upon which these calculations are
based were the most recent Congressional Budget Office assump-
tions available to the Joint Committee in February 1993.



Table 1.,-Tax Expenditure Estimates By Budget Function, Fiscal Years 1994-1998
[Billions of dollars]

Corporations Individuals Total
Function 1994 1995 1996 1997 1998 1994 1995 1996 1997 1998 1994-8

National defense
Exclusion of benefits and allowances to

Armed Forces personnel ..... ........
Exclusion of military disability benefits.

International affairs
Exclusion of income earned abroad by U.S.

citizens ..........................................................
Exclusion of certain allowances for Federal

em ployees abroad .........................................
Exclusion of income of foreign sales corpora-

tions (FSCs) ..................................................
Deferral of income of controlled foreign cor-

porations ........................................................
Inventory property sales source rule excep-

tion .................................................................
Interest allocation rules exception for certain

nonfinancial institutions ..............................
General science, space, and technology

Expensing of research and development ex-
penditures .....................................................

Energy
Expensing of exploration and development

costs:.
O il and gas ................................................
O ther fuels .................................................

Excess of percentage over cost depletion:
Oil and gas ................................................
O ther fuels .................................................

Credit for enhanced oil recovery costs ............
Alternative fuel production credit ..................
Alcohol fuel credits 2 ................ . . . . . .. . . . . . . . . . . .......

Footnotes at end of table.

1.5 1.5 1.6 1.6 1.7

1.1 1.1 1.2 1.2 1.2

3.9 4.0 4.1 4.2 4.3

0.2 0.2 0.2 0.2 0.2

2.0

0.5
(1)

0.3
0.2
(1)
0.7
(')

2.1 2.3 2.4

2.0 2.1 2.1
0.1 0.1 0.1

1.4 1.5 1.6

0.2 0.2 0.2

2.61 (1) V)

2.2 2.20.1 0.1

1.7 1.7

0.2 0.2

(1) (1)

(I () (1) VI) (1)

0.3 0.3 0.3 0.3 0.3
() () () 0.1 0.1(1) (1) (1) (1) (1)
0.3 0.3 0.3 0.3 0.3



Table 1. -Tax Expenditure Estimates By Budget Function, Fiscal Years 1994-1998-Continued
(Billions of dollars]

FucinCorporations IndividualsToa
Function Tot191994 1995 1996 1997 1998 19 19nd 199du199 1998 19944-8

Exclusion of interest on State and local
government industrial development bonds
or energy production facilities ....................

Expensing of tertiary injectants .....................
Exclusion of energy conservation subsidies

provided by public utilities ...........
Credits for investments in solar and geo-

thermal energy facilities ..............................
Credits for electricity production from wind

and biom ass ..................................................
Deductions and credits for clean-fuel vehicles

and refueling property .................................
Natural resources and environment

Expensing of exploration and development
costs, nonfuel minerals ................................

Excess of percentage over cost depletion,
nonfuel m inerals ...........................................

Investment credit and 7-year amortization
for reforestation expenditures .....................

Expensing of multiperiod timber-growing
costs ...............................................................

Exclusion of interest on State and local gov-
ernment sewage, water, and hazardous
waste facilities bonds ...................................

Investment tax credit for rehabilitation of
historic structures ........................................

Special rules for mining reclamation reservesAgriculture
Expensing of soil and water conservation ex-

penditures ....................... ..............................Expensing of fertilizer and soil conditioner

0.1 0.1 0.1
(1) (1) (1)

.......... .......... 0.1

(1) 0.1 0.1
(1) (1) (1)

(1) (1) (1)

(1) (1)

0.2 0.2

(1) (1)

0.4 0.4

0.3 0.4

0.1 0.1(1) (1)

(1) (1)

(1) (1)

0.1 0.1
(I) (I)

0.2 0.3

0.1 0.1

(1) 0.1

(0) (1)

(1) (1)

0.2 0.2

(1) (1)

0.5 0.5

0.4 0.4

0.1 0.1(1) (1)

(1) (1)

(1) (1)

0.9 1.0
(1) (1)
(1) (1)



Expensing of the costs of raising dairy and
breeding cattle ..............................................

Exclusion of cost-sharing payments ...............
Exclusion of cancellation of indebtedness in-

com e of farm ers ............................................
Cash accounting for agriculture .....................

Commerce and housing
Financial institutions:

Bad-debt reserves of financial institu-
tion s ........................................................

Exemption of credit union income ...........
Insurance companies:

Exclusion of investment income on life
insurance and annuity contracts .........

Exclusion of investment income from
structured settlement amounts ............

Small life insurance company taxable in-
come adjustment ........................

Special treatment of life insurance com-
pany reserves .........................................

Deduction of unpaid property loss re-
serve for property and casualty insur-
ance com panies ......................................

Special alternative tax on small property
and casualty insurance companies ......

Tax exemption for certain insurance
com panies ...............................................

Special deduction for Blue Cross and
Blue Shield companies ..........................

Housing:
Deductibility of mortgage interest on

owner-occupied residences ....................
Deductibility of property tax on owner-

occupied hom es ......................................
Deferral of capital gains on sales of prin-

cipal residences ......................................
Exclusion of capital gains on sales of

principal residences for persons age 55
and over ($125,000 exclusion) ..............

Footnotes at end of table.

(1) (1) (1) (1) (1)

0.1 0.1 0.1 0.1 0.1

0.1 0.1 0.1 0.1 0.1
0.4 0.4 0.5 0.5 0.5

7.4 8.2 9.0

4.7 4.9 5.1 5.3 5.5

9.9 10.9

0.6
0.1

0.5
1.2

0.6
2.3

49.7

0.1

0.6

12.7

8.9

0.1

0.1

0.8

253.9

76.8

76.7



Table L-Tax Expenditure Estimates By Budget Function, Fiscal Years 1994-1998-Continued
[Billions of dollars]

Corporations Individuals TotalFunction 1994 1995 1996 1997 1998 1994 1995 1996 1997 1998 T1994-9

Exclusion of interest on State and local
governments bonds for owner-occupied
h usin g ...................................................

Exclusion of interest on State and local
government bonds for rental housing ..

Depreciation cf rental housing in excess
of alternative depreciation system .......

Low-income housing tax credit ................
Other business and commerce:

Maximum 28% tax rate on long-term
capital gains ...........................................

Depreciation of buildings other than
rental housing in excess of alternative
depreciation system ...............................

Depreciation of equipment in excess of
alternative depreciation system ...........

Expensing of up to $10,000 of depre-
ciable business property .......................

Exclusion of capital gains at death .........
Carryover basis of capital gains on gifts.
Amortization of business startup costs ...
Reduced rates on first $75,000 of cor-

porate taxable income ...........................
Permanent exemption from imputed in-

terest rules .............................................
Expensing of magazine circulation ex-

penditures .................................
Special rules for magazine, paperback

book, and record returns ......................
Deferral of gain on non-dealer install-

m ent sales ..............................................
Completed contract rules .........................

0.5

0.3

1.0
0.6

0.5 0.5

0.3 0.3

1.0 1.1
0.6 0.6

0.4 0.4

0.4 0.4

1.1 1.1
0.6 0.6

5.1 5.1 5.2 5.2 5.2

15.2 15.7 16.2 16.7 17.3

0.1 0.1 0.1 0.1 0.1
...... .-.. ........-.. ....... ....... .... .........

(1) (1) (11) (11) (1)

3.2 3.3 3.5 3.7 3.9
(1) (1) (1) (1) (1)

(1) (1) (1) (1) (1)

(1) (1) (1) (1) (1)

0.4 0.4 0.4 0.5 0.5
0.2 0.2 0.2 0.2 0.2

1.2 1.2

0.8 0.8

0.5 0.5
0.9 0.9

1.2 1.2

0.9 1.0

0.6 0.6
1.0 1.0

3.8 3.9 4.2 4.4 4.7

1.9 1.9 2.0 2.0 2.0

4.3 4.5 4.7 4.9 5.1

0.1 0.1 0.1 0.1 0.1
12.4 13.5 14.5 15.8 17.0

1.5 1.6 1.6 1.7 1.8
0.2 0.2 0.2 0.2 0.2

0.2 0.2 0.2 0.2 0.2

(1) (1) (1) (1) (1)

(1) (1) (1) (1) (1)

0.2 0.2 0.2 0.2 0.3

8.2

6.2

8.1
7.8

21.0

35.6

104.6

1.0
73.2
8.2
1.0

17.6

1.2

0.1

0.1

3-4
1.1



Cash accounting, other than agriculture
Exclusion of interest on State and local

government small-issue industrial de-
velopment bonds ....................................

Deferral of gain on like-kind exchanges .
Exception from net operating loss limita-

tions for corporations in bankruptcy
proceedings ............................................

Deferral of gains from sales of broad-
casting facilities to minority-owned
businesses ..............................................

Transportation
Deferral of tax on capital construction funds

of shipping companies ..................................
Exclusion of employer-provided transpor-

tation benefits ...............................................
Community and regional development

Investment credit for rehabilitation of struc-
tures, other than historic structures ...........

Exclusion of interest on State and local gov-
ernment bonds for private airports, docks,
and mass-commuting facilities ....................

Education, training, employment, and social
services

Education and training:
Exclusion of scholarship and fellowship

incom e ....................................................
Parental personal exemption for stu-

dents age 19 to 23 .................................
Exclusion of interest on State and local

government student loan bonds ...........
Exclusion of interest on State and local

government bonds for private non-
profit educational facilities ...................

Deductibility of charitable contributions
for educational institutions ..................

Exclusion of interest on educational sav-
ings bonds ..............................................

Footnotes at end of table.

(1) (1) (2) (1) (1)

0.4 0.3 0.3 0.2 0.1
0.3 0.4 0.4 0.4 0.4

0.4 0.4

0.1 0.1

0.1 0.1

0.2 0.3

0.4 0.4 0.4

0.1 0.1 0.1

0.1 0.1 0.1

0.3 0.3 0.4

0.1 0.1 0.1 0.1 0.1

0.2 0.2 0.3 0.3 0.4

0.4 0.4 0.4 0.5 0.5

(1) (i) (1) (1) (1)

1.1 1.0 1.0 0.9 0.8
0.2 0.2 0.2 0.2 0.3

3.0 3.1 3.1 3.1 3.2

(1) (11) (11) (1) (1)

0.7 0.8 0.9 0.9

0.7 0.7 0.8

0.8 0.8 0.9

0.3 0.3 0.4

0.8 0.9 1.0

1.6 1.8 1.9

0.1 0.2 0.2

0.4

6.1
3.0

2.0

0.5

0.4

15.3

0.3

5.8

3.7

4.2

2.4

5.8

11.1

0.9

(1) (1) (1) (1) (11)



Table 1.-Tax Expenditure Estimates By Budget Function, Fiscal Years 1994-1998-Continued
[Billions of dollars]

Function Corporations Individuals Total
1994 195 1996 1997 1998 11994 1995 1996 19197 ::s 1994-4

.......... .......... .......... .......... ..........

0.8 1.0 1.1 1.2 1.2

.......... .......... .......... .......... ..........

.......... .......... .......... .......... ..........

.......... .......... .......... .......... ..........

.......... .......... .......... .......... ..........

Employment:
Exclusion of employee meals and lodging

(other than military) .............................
Special tax provisions for employee stock

ownership plans (ESOPs) .....................
Exclusion of benefits provided under caf-

eteria plans ............................................
Exclusion of rental allowances for min-

isters' homes ..........................................
Exclusion of miscellaneous fringe bene-

fits ...........................................................
Exclusion of employee awards .................
Exclusion of income earned by benefit

organizations:
Supplemental unemployment bene-

fits trusts .........................................
Voluntary employees' beneficiary as-

sociations ........................................
Social services:

Deductibility of charitable contributions,
other than for education and health ....

Credit for child and dependent care ex-
penses .....................................................

Exclusion for employer-provided child
care ...... ...................

Exclusion for certain foster care pay-
m ents ......................................................

Expensing of costs for removing archi-
tectural barriers ....................................

Credit for disabled access expenditures ..

0.6 0.6 0.6 0.7 0.7

(1) (1) (1) (1) (1)

5.4 6.7 8.5 10.6 12.6

0.2 0.2 0.3 0.3 0.3

4.6 4.9 5.2 5.5 5.8
0.1 0.1 0.1 0.1 0.1

(1) (1) (1) (1) (1)

0.5 0.5 0.5 0.6 0.6

12.9 13.2 14.4 15.5 16.4

2.8 2.8 2.8 2.9 3.0

0.6 0.6 0.6 0.7 0.7

... .. .. ... .. .. ... .. .. ... .. .. ... .. ..

3.2

5.3

43.9

1.3

25.9
0.6

0.1

2.7

74.4

14.3

3.2

0.1

0.5
0.5

0.4 0.4 0.4 0.4 0.4

......... .......... . ........ ......... ..........

0.1 0.1 0.1 0.1 0.10.1 0.1 0.1 0.1 0.1



Health
Exclusion of employer contributions for med-

ical insurance premiums and medical care
Exclusion of medical care and CHAMPUS

health insurance for military dependents ..
Supplemental health insurance credit comrpo

nent of earned income tax credit (EITC)u..
Deductibili of medical expenses ...................
Exclusion ol interest on State and local r

ernment bonds for private nonprofit on-
pital facilities ................................................

Deductibility of charitable contributions to
health organizations .....................................

Medicare
Exclusion of untaxed medical benefits:

Hospital insurance ....................................
Supplementary medical insurance ..........

Income security
Exclusion of workers' compensation benefits.
Exclusion of special benefits for disabled coal

m inerLs ..................... ,...........o. oo....................

Exclusion of cash public assistance benefits ..
Net exclusion of pension contributions andp a e ..........................................

Individual retirement plans .....................
Keogh plans ...............................................

Exclusion of other employee benefits:
Premiums on group term life insurance.
Premiums on accident and disability in-
surance ............................................

Exclusion of employer-provided death bene-
fits .................................................................

Additional standard deduction for the blind
and the elderly ..............................................

Tax credit for the elderly and disabled ..........
Deductibility of casualty and theft loam ......
Earned income tax credit (EITC)4 .................
Supplemental young child credit component

of EITCs ........................................................
Footnotes at end of table.

.......... ...o.o... .o......... .. ........ .°.... .....

o......o .......... ......... . .... ...°°° °o°.......

•......... ........ ......... ...o~o oo..o... ......o..

0.5 0.5 0.0 0.6 0.7

0.3 0.3 0.3 0.3 0.3

.. ........ , .......... .......... .......... ..........

.. ....... ...... ............ . ....... y......

........ .......... .......... o.......... ..........,

.......... .......oooo .......... .......... ..........

.......... .......... .... o...... .......... ..........

|..... ..... .......... .......... ....... .o ..........

|.......... ...o.ooo.oo .......... .......... ..........

.......... .......... .o... ..... .......... ..........

m .......... .o..oo.. ......... .......... .•.........

|o...... ................. ............. ..........o

...... oo .......... .......... ......... ........,..

....... .......... *° .......... .......... ..........

39.6 42.5

0.4 0.4

0.1 0.1
4.1 4.7

36.7

0.4

0.1
3.5

1.3

1.3

8.2

4.9

4.1

0.1
0.5

213.0

2.2

0.5
24.2

10.7

8.8

50.5

33.7

22.7

0.5
2.5

31L1
35.2
16.6

12.5

0.6

0.2

8.8
0.5
2.5
8.3

0.1

55.3 58.5
6.2 6.5
3.0 3.1

2.2 2.3

0.1 0.1
(1) (1)

1.6 1.7
0.1 0.1
0.5 0.5
1.3 1.6
(1) (1)



Table 1.-Tax Expenditure Estimates By Budget Function, Fiscal Years 1994-1998--Continued
(Billions of dollars]

Function Corporations Individuals Total
1994 1995 1996 1997 1998 1994 1995 1996 1997 1998 1994-8

Social security and railroad retirement
Exclusion of untaxed social security and rail-

road retirement benefits ............................................. 28.0 29.4 30.7 31.9 33.2 153.2
Veterans' benefits and services

Exclusion of veterans' disability compensa-
tion ............................................................ 1.6 1.6 1.6 1.7 1.7 8.2

Exclusion of veterans' pensions ...................... - ........................................ 0.1 0.1 0.1 0.1 0.1 0.5
Exclusion of GI bill benefits .... .................................... 0.1 0.1 0.1 0.1 0.1 0.4
Exclusion of interest on State and local gov-

ernment bonds for veterans' housing .......... (1) (1) (1) (1) (1) 0.1 0.1 0.1 0.1 0.1 0.6
General purpose fiscal assistance

Exclusion of interest on public purpose State
and local government debt ........................... 3.5 4.0 4.5 4.8 5.0 10.5 11.8 12.8 14.9 15.1 86.8

Deduction of nonbusiness State and local
government income and personal property
taxes ........................................................... 25.7 27.6 29.7 31.8 33.3 148.2

Tax credit for corporations with possessions
source income ................................................ 3.9 4.1 4.3 4.5 4.7 .............. .......... .......... .......... 21.5

Interest
Deferral of interest on savings bonds ....................... . .............................. 1.3 1.3 1.4 1.4 1.5 6.9

Fooftoes to Table 1:
' Positive tax expenditure of less than $50 million.

fIn addition, the 5.4-cents-per-lWlon exemption from excise tax for alcohol fuels results in a reduction in excise tax receipts, net of income
tax effect, of $0.5 billion per yea in fiscal year 1994, and $0.6 billion per year for fiscal years 1995 through 1998.5 The figures in the table show the effect of the supplemental health insurance component of the EITC on receipts. The increase in outlays is
$0.7 billion in each year for 1994, 1995 and 1996, and $0.8 billion in each year for 1997 and 1998.

'The figures in the table show the effect of the EITC on receipts. The increase in outlays is: $10.9 billion in 1994, $13.5 billion in 1995, $14.1
billion in 1996, *15.1 billion in 1997, and $15.6 billion in 1998.5The figures in the table show the effet of the supplemental young child credit component of the EITo on receipts. The increase in outlays
is: $0.3 billion in 1994, $0.4 billion in 1995, and $0.4 million in each year from 1996 through 1998.

NOT-Details may not add to totals due to rounding.
Source: Joint Committee on Taxation.



Table 2.-Distribution by Income Class of An Returns, Taxable Returns, Itemized Returns,
and Tax Liability at 1993 Rates and 1993 Law and 1993 Income Levels I

(Money amounts in millions of dollars, returns in thousands]

Income class (thousands) All returns' Taxable re- Itemized returns Tax liabilityturns Total Taxable

Below $10 ....................................................... 17,642 3,605 242 65 - $1,902
$10 to $20 ...................................................... 24,400 11,838 896 344 4,334
$20 to $30 ...................................................... 19,128 15,098 2,331 1,769 23,706
$30 to $40 ...................................................... 14,504 13,498 3,871 3,620 34,860
$40 to $50 ...................................................... 11,205 11,010 4,660 4,615 41,924
$50 to $75 ...................................................... 16,643 16,509 10,625 10,566 97,884
$75 to $100 .................................................... 6,450 6,419 5,357 5,338 67,772
$100 to $200 .................................................. 4,608 4,579 4,235 4,212 89,555
$200 and over ................................................ 1,234 1,227 1,143 1,140 129,889

Total ................................................... 115,814 83,783 33,360 31,668 488,022
1Tax law as in effect on January 1, 1993, is applied to the 1993 level and sources of income and their distribution among taxpayers.

Excludes individuals who are dependents of other taxpayers.
.The income concept used to place tax returns into classes is adjusted gross income (AGI) plus: (1) tax-exempt interest, (2) employer

contributions for health plans and life insurance, (3) employer share of FICA tax, (4) workers' compensation, (5) nontaxable Social Security
benefits, (6) insurance value of Medicare benefits, (7) corporate income tax liability attributed to stockholders, (8) alternative minimum tax
preference items, and (9) excluded income of U.S. citizens living abroad.sIncludes filing and nonfiling units. Filing units include all taxable and nontaxable returns. Nonfiling units include individuals with
income that is exempt from Federal income taxation (e.g., transfer payments, interest from tax-exempt bonds, etc.).

Norz.-Details may not add to totals due to rounding.
Source: Joint Committee on Taxation.



Table 3.-Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1993
Rates and 1993 Income Levels I

[Money amounts in millions of dollars, returns in thousands]

Income class (thousands)' Medical deduction Real estate tax deduction
Returns Amount Returns AmountBelow $10 

6 71
Bel o $10 ............................................................................... 

68 $7 16 $2
$10 to $20 .............................................................................. 

779 322 344 51$20 to $30 .............................................................................. 1,268 423 1,496 212 0
$30 to $40 .............................................................................. 1,149 477 2,981 568$40 to $50 .............................................................................. 

807 360 3,927 862$50 to $75 ....................... ............................. 992 715 9437 3,074$75 to $100 ......................................................................... 
236 351 49 83 2,746$100 to $200 .......................................................................144 356 3,947 3,183$200 and over ........................................ 20 170 1,033 1,856

TO ......................................................................... 5,463 3,180 28,163 12,554
Fo otes at end of table.



Table 3 .- Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1993
Rates and 1993 Income Levels '-Continued
[Money amounts in millions of dollars, returns in thousands]

State and local income and Charitable contributionspersonal property tax deduc- deductionIncome class (thousands) 2 tion

Returns Amount Returns Amount
Below $10 ............................................................................... 

34 $1 52 $4$10 to $20 .............................................................................. 302 18 432 31$20 to $30 .......................................................................... 1,533 173 1,679 231$30 to $40 .............................................................................. 3,107 621 3,155 524$40 to $50 .............................................................................. 4,009 1,143 4,219 733$50 to $75.................................................. ........................ 9,327 4,579 9,845 2,468$75 to $100 ......................................................................... 4,764 4,369 5,125 2,321$100 to $200......... ............. .................... 3,666 6,051 4,093 3,198$200 and over........................................................................ 997 7,461 1,116 5,500
Total........................................................................... 27,739 24,417 29,717 15,011

Footnotes at end of table.



Table 3 .- Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1993Rates and 1993 Income Levels '-Continued
[Money amounts in millions of dollars, returns in thousands]

Child and dependent care Earned income credit3
Income class (thousands)2 credit

Returns Amount Returns Amount
Below $10 ..................................................................... 

106 $48 2,969 $2,495$10 to $20 ........................................................ 
844 447 5,888 6,830$20 to $30 ......................... ...... ........................................ 1 ,052 503 4,493 2,420$30 to $40 ............................................................................ 

868 357 472 347$40 to $50 ........................................................................... 
805 329 127 83$50 to $75 ................................................... ........................ 8 0 584 49 40

$75 to $100 ........................................................................ 1,360 584 49 40$100 to $200 ............................................................... 
347 169 0 0

$200 and over .......................................................................... 
367 169 0 0..................... ........................ 60 33 0 0

Total ........................................................................ 6,071 2,763 14,003 12,220
Footnotes at end of table.



Table 3 .- Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1993
Rates and 1993 Income Levels '-Continued
[Money amounts in millions of dollars, returns in thousands]

Untaxed Social Security and Additional standard dedue-Income class (thousand)road Retirement benefits tion for the elderly andblind

Returns Amount Rurns Amount
Below $10 ............................................................................... 293 $62 11 $1$10 to $20 .............................................................................. 5,086 2,624 746 92$20 to $30 .............................................................................. 4,482 4,891 2,161 285$30 to $40 .............................................................................. 3,437 5,287 2,256 320$40 to $50 .............................................................................. 2,341 3,795 1,624 298$50 to $75 ...................... ............................... 2,892 4,566 1,832 384$75 to $100 ............................................................................ 859 1,259 354 106$100 to $200 ..... ............................................ 608 1,094 171 51$200 and over ........................................ 223 503 29 9

Total ........................................................................... 20,221 24,081 9,184 1,54 -
Footnotes at end of table.



Table 3.-Distribution by Income Class of Selected Individual Tax Expenditure Items, at 1993
Rates and 1993 Income Levels L-Continued

[Money amounts in millions of dollars, returns in thousands]

Income class (thousands)s
Mortgag Interest deduc-

tion

Returns Amount

Below $10 ...............................................................................................................................
$10 to $20 ...............................................................................................................................
$20 to $30 ...............................................................................................................................
$30 to $40 ...............................................................................................................................
$40 to $50 ...............................................................................................................................
$50 to $75 ...............................................................................................................................
$75 to $100 .............................................................................................................................
$100 to $200 ...........................................................................................................................
$200 and over .........................................................................................................................

26
432

1,666
2,963
3,807
9,292
4,697
3,691

895

$5
164
797

1,888
3,232

10,955 b|

8,774
11,401

4,436

Total .......................................................................................................... 27,470 41,652

Footnote. to Table 8:
'Excludes individuals who are dependents of other taxpayers.
2 The income concept used to place tax returns into classes is adjusted gross income (AGI) plus: (1) tax-exempt interest, (2) employer

contributions for health plans and life insurance, (3) employer share of FICA tax, (4) workers' compensation, (5) nontaxable Social Security
benefits, (6) insurance value of Medicare benefits, (7) corporate income tax liability attributed to stockholders, (8) alternative minimum tax
preference items, and (9) excluded income of U.S. citizens living abroad.

3 Includes the refundable portion of the earned income credit. Excludes the supplemental young child credit and the credit for child health
insurance premiums.

NoTE.-Details may not add to totals due to rounding.

Source: Joint Committee on Taxation.



VIIL ADDmONAL, SUPPLEMENTAL, MINORITY, AND
DISSENTING VIEWS





ADDITIONAL VIEWS OF MARTIN OLAV SABO
Protecting the public health and preserving our natural environ-

ment are two of the most important responsibilities of the federal
government. Americans want clean air, land and water for them-
selves and for future generations, and expect that the federal gov-
ernment will safeguard these precious resources.

In light of the budgetary constraints we face, I am pleased that
the Fiscal Year 1995 Budget Resolution assumes increases in fund-
ing for environmental initiatives in two important areas-the oper-
ating budget of the Environmental Protection Agency (EPA) and
the Department of Energy's energy efficiency and renewable pro-
grams.

Sound management and operations at EPA are essential to
achieving progress on the nation's environmental priorities. The
public expects EPA to provide leadership and support for federal,
state and local government efforts to attain our environmental
goals. The agency must also seize this opportunity to make much-
needed improvements in oversight and management of contractors
and to develop environmental technologies with economic potential.

In addition, I strongly support the energy efficiency and renew-
able energy initiatives of the Department of Energy. These pro-
grams promise great return on our federal energy investments, and
will play an increasingly important role in achieving the economic
and environmental goals promoted by the Clean Air Act Amend-
ments, the Energy Policy Act, the Intermodal Surface Transpor-
tation Efficiency Act and the Climate Change Action Plan.

Another environmental issue of great concern to me is the tragic
impact of lead poisoning on our nation's children, with as many as
one child in every six negatively affected. The Department of Hous-
ing and Urban Development (HUD) has required public housing
authorities to complete risk assessments for lead-based paint in
public housing by December, 1994. The Department deserves credit
for setting this goal. However, more importantly, the Department
also must commit sufficient resources to promptly follow up with
lead abatement activities.

Further, families exposed to the health risks of environmental
lead are not limited to those who live in public housing. Over half
of the entire U.S. housing stock contains some lead-based paint, in-
cluding older military housing and privately-owned homes. This
widespread problem demands the coordinated efforts of federal
agencies. In particular, I urge the Department of Defense and the
Interagency Lead-Based Paint Task Force to work closely with
HUD, the EPA and other agencies to develop an aggressive and
comprehensive strategy to eliminate lead as an environmental
health hazard in the United States. Our children deserve no less.

Finally, I commend HUD Secretary Cisneros for his pledge to as-
sist the more than fifteen cities across the country that are in-
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volved in efforts to alleviate racial concentration in existing feder-
ally assisted housing. This is a national problem, most pressing for
cities that are involved in active litigation. The Department's
prompt commitment of the resources needed to resolve these law-
suits will be the vital first step in remedying these unacceptable
conditions in our central cities.

MARTIN OLAV SABO.



ADDITIONAL VIEWS OF REPRESENTATIVE PATSY T.
MINK

The State of Hawaii has 120,000 veterans. This number trans-
lates into 10% of the total population of the State of Hawaii, and
gives Hawaii the distinction of having the highest ratio of veterans
per capita. Hawaii also has a high proportion of disabled veterans
age 65 or older.

Because most of Hawaii's veterans are expected to approach age
65 by the year 2000, their long-term and acute care needs can be
expected to increase. In addition, the medical care these veterans
will require will grow increasingly complex as their service-con-
nected disabilities become intertwined with a host of diseases
(heart problems, diabetes, etc.) common among the elderly.

Hawaii's 120,000 veterans currently rely on contract service,
traveling counseling teams, the military's Tripler Army Medical
Center (primarily intended to serve active duty personnel), and re-
cently established outpatient clinics on the Islands of Hawaii,
Maui, and Kauai. While this arrangement has raised the level of
VA medical care in the State of Hawaii, it cannot be considered an
adequate alternative to providing high-quality, permanent, vet-
eran-specialized health care services and facilities. Hawaii veterans
have been waiting for such services and facilities for much too long.

As envisioned, a Hawaii VA Medical Center is to serve as a con-
sortium of VA services and facilities. Since 1976, the project has
undergone several plan changes and delays. At first, plans called
for the VA Medical Center to occupy a wing of the Tripler Army
Medical Center. Later plans envisioned a Medical Center that in-
cluded free-standing buildings and a portion of the Tripler Army
Medical Center. More recently, a completely separate and free-
standing facility was decided upon. After numerous false starts
over several Administrations, the Bush Administration and Veter-
an's Affairs Secretary Edward Derwinski agreed in 1991 to proceed
with the project.

Contracts for the project's design, site selection and preparation,
and some construction totalling $32 million have thus far been
awarded for the $160 million Spark M. Matsunaga VA Medical
Center. Located on the grounds of the Tripler Army Medical Center
and named for Hawaii's late U.S. senator and ceaseless champion
of Hawaii's veterans, the Spark M. Matsunaga Medical Center will
include a 97-bed acute care inpatient facility, a 60-bed nursing
home, an outpatient clinic, and a regional benefits office. Construc-
tion is set to begin in 1995 and be completed by 1997.

While this report is concerned only with the FY 1995 budget and
the Clinton Administration makes no mention of the Spark M.
Matsunaga VA Medical Center in that budget, I must nonetheless
note my concern that the Clinton Administration appears not to
have provided funds for the Matsunaga VA Medical Center in the
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FY 1996-99 out years. I urge the Clinton Administration not to cut
funds for the Spark M. Matsunaga VA Medical Center.

PATSY T. MINK.



ADDITIONAL VIEWS OF REPRESENTATIVE JERRY F.
CASTELLO

I strongly support the initiative the President has taken to make
crime control a top priority. I support the recommendation by the
President to increase the number of law enforcement officers in
communities by 100,000. As our nation struggles to curb rising
crime and violence, the community policing initiative to put more"cops on the beat" is an important step in the right direction. How-
ever, I recognize that while many cities are in dire need of addi-
tional police officers, others face a daily struggle of providing basic
services. I am in favor of providing revenue to local police depart-
ments and giving them maximum flexibility to decide what re-
sources they need-whether it be personnel, a squad car or radar
detectors-to best meet the law enforcement needs of their commu-
nity. JERRY F. COSTELLO.
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ADDITIONAL VIEWS OF REPRESENTATIVE JOHN
BRYANT

FOREIGN AID ACCOUNTABILITY

American taxpayers always deserve our best efforts to see that
their money is not wasted. And with current budget constraints,
when all programs are necessarily being scrutinized for cuts, it is
all the more important to see to it that the funding Congress pro-
vides for a program is responsibility spent on its intended purpose.

Disturbingly, our Government has made scant effort to deter-
mine if this is the case in foreign assistance programs. In fact, U.S.
foreign aid can be and has been legally diverted to any use the re-
cipient desires-including personnel aggrandizement. Current ac-
counting controls are woefully inadequate to effectively prevent
this.

There appears to be absolutely no way under current law to as-
certain whether U.S. foreign aid to any nation is appropriately
spent in furtherance of U.S. objectives or improperly diverted to
other corrupt purposes.

Congress should:
Make it against the law for anyone to divert foreign aid

funds to any purpose other than the specific purpose for which
the funds are provided:

Establish civil and criminal penalties for violators;
Require the President to develop a comprehensive account-

ing system to track the funds; and
Require that the accounting procedures and penalties be

included in any agreements made with other nations for the
United States to provide foreign assistance.

Insuring the accountability of all foreign aid funds would make
a major improvement in Congress' ability to exercise its respon-
sibility to the American people in foreign assistance policymaking
and in insuring that Americans' tax dollars are well spent to fur-
ther the interests of the United States.

U.S.-MEXICO BORDER INFRASTRUCTURE ENHANCEMENTS

The President has requested a priority investment of
$300,000,000 in fiscal year 1995 to enhance infrastructure and en-
vironmental protection in the southwest border region of the Unit-
ed States. Specifically, the President's priority investment plans for
fiscal year 1995 for the U.S.-Mexico border region include the fol-lowing: $150,000,000 for waste water infrastructure to control mu-

nicipal sewage along the Mexico border in support of the North
American Free Trade Agreement (NAFTA), including
$50,000,000 for Environmental Protection Agency grants to ad-
dress such needs in colonias in Texas:
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$100,000,000 for the colonias assistance program under
the Department of Housing and Urban Development's Project-
based community development grants program;

$25,000,000 for Department of Agriculture rural utilities
service grants for colonias along the U.S.-Mexico border region
of the United States; and

$19,000,000 to initiative the Commission for Environ-
mental Cooperation; the Border Environment Cooperation
Commission; and the North American Development Bank.

The Congressional Border Caucus' "Southwest Border Infrastruc-
ture Initiative" has also endorsed many of the President's environ-
mental infrastructure priorities for several years, and continues to
the catalyst for the prioritization of environmental surface trans-
portation, and other projects in Texas, New Mexico, Arizona, and
California. I support the President's NAFTA-related infrastructure
priority investment plan as contained in the budget and rec-
ommends the inclusion of the full $300,000,000 in this concurrent
resolution. In so doing, I would also recommend that the environ-
mental infrastructure projects contained in the "Southwest Border
Infrastructure Initiative" Report of February 1993, including
colonias assistance projects, be given the highest priority for fund-
ing within the total amount made available in appropriations acts
for fiscal year 1995.

I applaud the President for recommending full fiscal year 1995
funding for the Intermodal Surface Transportation Efficiency Act
(ISTEA). I recommend that at least the amounts proposed in the
President's fiscal year 1995 Budget be made available next year
and that a significant percentage of these ISTEA funds be targeted
for the highest priority surface transportation projects proposed by
the Congressional Border Caucus in its "Southwest Border Infra-
structure Initiative" report on February 1993.

JOHN BRYANT.



ADDITIONAL VIEWS

WORST SCHOOLS WASTE VALUABLE PELL GRANT DOLLARS

For several years, Congress has been unable to fully fund Pell
grants which are designed to help low- and middle-income students
get the education and training they need to improve their lives.

Even worse, waste and abuse in student financial aid programs
drains some of the few resources that are available to help deserv-
ing students. Just two years ago, student loan defaults cost tax-
payers $3.6 billion, half the money spent on the loan program.

To reduce the costs of loan defaults to taxpayers, Congress has
taken steps, including cutting of schools with exceptionally high de-
fault rates, to eliminate some of the worst schools from the federal
student loan program. Invariably, the schools with the highest de-
fault rates are the same schools students complain of misleading
promises, inadequate equipment, unqualified instructors, and poor
training.

However, irresponsible schools that have been removed from the
loan program still get hundreds of millions of dollars in Pell grants.
If we don't trust these schools to handle loan dollars responsibly,
it doesn't make sense to think they'll do any better with grants.

At a time when Congress is finding it impossible to fund Pell
Grant awards at their authorized levels, the limited funds avail-
able must be directed to schools that offer students the best edu-
cation. We support legislation that removes from the Pell grant
program those schools that have been deemed ineligible for the stu-
dent loan program.
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ADDITIONAL VIEWS

PRISONERS SHOULDN'T BE ELIGIBLE FOR PELL GRANTS

Pell grants were established to help low- and middle-income stu-
dents get the training and education they need to improve their
lives. But over the years, they've been opened up to other groups,
draining funds from the original intent of the program.

In 1980 prisoners received about $1 million in Pell Grants.
Today, prisoners get $70 million in Pell grants, depriving students
from working families of much-needed college financial aid assist-
ance. And too often schools that offer prisoner programs are simply
interested in using the prisoners to tap into the federal money
pipeline. Mixing the missions, and scarce tax dollars that pay for
them, of education and prisoner rehabilitation opens the program
up to duplication and waste, two things we can't afford.

We believe there are some good prisoner education programs.
But these programs should be funded from existing budgets specifi-
cally targeted for those purposes and not from Pel grants.

Practice also has shown that other prisoner programs are of
questionable value. We don't think Pell grants should continue to
go to prisoners at the expense of law-abiding citizens.
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ADDITIONAL VIEWS

As part of the "Additional Views" in the report accompanying the
fiscal year 1994 budget resolution, five Democratic Members stat-
ed, ". . . we are disappointed that we did not address the issue of
entitlement spending more than we did in this resolution. Even a
cursory examination of our national spending points out the inevi-
tability of dealing with entitlement spending if we are to have
money to spend on any other programs while bringing our budget
into balance. We must develop meaningful budget enforcement leg-
islation which must include some mechanism to force us to deal
with entitlements in future years."

Unfortunately, those views are just as relevant today as they
were a year ago. We find ourselves in a position again this year of
feeling that the budget resolution accomplishes a minimal amount
of what should be done on the resolution, but that a far greater
portion was left unaddressed.

In particular, we are disappointed with the decision that further
deficit reduction, carried out through a reconciliation bill later this
year, was unnecessary. While it is true that the deficit is projected
to take a slight downturn over the next few years, we remain con-
vinced that sustained deficits of $200 billion a year present a great
economic hazard to our Nation's future.

We are pleased that we were able, at least, to attach report lan-
guage to the resolution which calls for the provision of enforceable
entitlement spending limits, establishing a regular procedure to
provide assistance for disasters and other emergencies without add-
ing to the deficit, and granting the President expedited rescission
authority over appropriations measures. Obviously, reconciliation
instructions along the same vein would have been far preferable.

We also are pleased that there was an agreement with our Par-
ty's leadership for the consideration of further budget process votes
within the House of Representatives. Past experience with the out-
come of such promised "fair votes" does not lead to extreme opti-
mism but we nonetheless look forward to the opportunity to offer
amendments not only on the budget process items just mentioned,
but also on a reexamination of the Consumer Price Index formula
and a measure which would guarantee that all appropriation cuts
are dedicated to reducing the deficit.

The omissions in this budget resolution further convince us that
only with the Constitutional imperative of a Balanced Budget
Amendment will the Congress and President finally face head-on
the demands of deficit reduction.

The shortcomings notwithstanding, we supported the budget res-
olution passed out of the House Budget Committee because we
were able to add the aforementioned report language and negotiate
the agreement for later budget process votes. We commend Chair-
man Sabo for his assistance in this regard, we look forward to con-
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tinuing to work with him, and we look forward to the budget proc-
ess votes which will be coming later this year.

CHARLIE STENHOLM.
MIKE PARKER.
GLEN BROWDER.
MICHAEL A. ANDREWS.
JIM COOPER.



ADDITIONAL VIEWS

FEDERAL PAY

While the budget assumes the Administration's recommendation
regarding funds to be made available for federal employees pay, the
undersigned members of the Committee are concerned that pro-
posed reductions in the FY 1995 pay adjustments required by cur-
rent law will further undermine the goal of achieving pay com-
parability within the timeframe established by the Federal Employ-
ees Pay Comparability Act of 1990. We therefore urge that the
Committee work with the appropriate authorizing and appropriat-
ing committees to find acceptable alternative methods to fully fund
the pay adjustments, such as the reduction in agency spending on
service contracts and the application of the savings to federal pay.

LUCIEN E. BLACKWELL.
HowARD L. BERMAN.
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ADDITIONAL DISSENTING VIEWS OF HON. RICK LAZIO

Budget resolutions are many things to many people. Certainly,
the nature of budget resolutions, as is readily seen from their con-
tent, has changed over time. Budget resolutions do not have the
force of law because they are not sent to the President for signa-
ture. Over time, they have evolved to include policy guidance of a
highly specific nature.

This increasing tendency to include policy pronouncements about
specific programs (or taxes) is extraneous to the basic and fun-
damental purpose of a budget resolution. As such, these "language"
amendments are inherently toothless.

This Member prefers the traditional concept of a budget resolu-
tion and that view guided my vote in committee. Traditionally, and
consistent with the intent of the 1974 Budget Act, budget resolu-
tions are supposed to be highly aggregated "blueprints" for fiscal
policy. They are intended to offer broad guidance to Congress as
Congress sets out to put in place a coherent fiscal plan. Any specif-
ics-for example, which programs to cut, eliminate, or even in-
crease, or which taxes to raise, cut, or revise-are quite properly
left to the committees of actual jurisdiction for these programs.
Specifically, I do not support some of the specific policies in the Re-
publican substitute, including several of the entitlement programs,
specially those in health programs. Nor do I support the large cuts
in the foreign assistance. And, rather than repealing Davis-Bacon,
as called for by the Republican substitute, I support reform which
enjoys widespread bipartisan backing.

I think of budget resolutions as general fiscal policy plans within
which Congress then crafts the specifics of fiscal policy. In this con-
text, I do not pay much heed to specific programmatic guidelines
that may be included in a particular resolution.

In last week's markup, I voted for the Republican substitute be-
cause it offers a clearly preferable fiscal policy path. My preference
for the Republican substitute was dictated by its significantly
greater deficit reduction as compared to the Democrats' resolu-
tion--S150 billion more deficit reduction over five years.

I focus on the deficit because I believe the fundamental economic
problem in our country is our low national saving rate and the sur-
est way to raise our saving is by reducing our deficits. A country
is no different than a family in this respect. Like a family, a coun-
try can choose to do only two things with its income-consume or
save. If it saves, it forgoes current consumption in favor of more
money for consumption later. As a country, the U.S. saves too little;
private saving is low and public saving is negative. As a result we
must import capital just to keep up our meager investment rate.

Moreover, the Republican substitute is more honest. Unlike the
Democrats', the Republican budget faces up to the reality of health
policy reform by including a reform proposal in its numbers. Like-
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wise for welfare reform; the Republican substitute assumes enact-
ment of the only comprehensive welfare reform bill yet introduced
in the House or Senate, of which I am an original co-sponsor. The
Republican substitute allows for significant Federal resourdces-$5
billion over five years-to be allocated for crime prevention.

In none of these areas does the President's budget or the Demo-
crats' resolution include these important policy initiatives. As a re-
sult, the Democrats' resolution is not only dishonest, it is disingen-
uous.

RICK LAZIO.



DISSENTING VIEWS OF REPRESENTATIVE NICK SMITH

I am concerned the budget resolution adopted by the full Budget
Committee fails to move us toward a balanced budget in the fore-
seeable future. As a five-year planning document, the budget reso-
lution is an appropriate vehicle for beginning real deficit reduction.
An overwhelming majority of those in Congress support the concept
of a balanced budget. In fact, 263 members are cosponsors of
H.J.Res. 103 to require a balanced budget. If there is ever going
to be deficit reduction leading to a balanced budget, the process
must include a budget resolution that moves us in that direction.
We are not being honest with the American public if we claim to
support a balanced budget amendment and still pass this budget
resolution which continues overspending by record amounts.

NICK SMITH.
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REPUBLICAN VIEWS OF REPRESENTATIVES KASICH, Mc-
MILLAN, KOLBE, SHAYS, SNOWE, MERGER, BUNNING,
SMITH (TEXAS), COX, ALLARD, HOBSON, MILLER,
LAZIO, FRANKS, SMITH (MICHIGAN), INGLIS, AND
HOKE
On March 3, we opposed the spending plan offered by House

Budget Committee Democrats because it fails to address the issues
most important to Americans in 1994. The House Republican Budg-
et Initiative meets these issues head on. Thus, the House vote on
a federal budget for Fiscal Year 1995 will clarify the fundamental
difference in the philosophies of the Democrat and Republican par-
ties.

The House Republican budget-incorporated in these views-is a
bold and determined plan to truly "reinvent" the Federal Govern-
ment, rein in federal spending, and give a share of the savings
back to American families through a $500-per-child break on their
taxes. The Budget Committee Democrats' plan rejects reform, re-
jects spending control, and rejects any tax relief; it insists on keep-
ing all the money in Washington so the Democrats can hand it out
to their own special interests.

President Clinton and his Democrat colleagues in Congress
promised to bring change to Washington. But when they looked at
real change, they blinked. We Republicans looked at change, and
then delivered it.

The shortcomings of the Committee Democrats' budget are really
no surprise. Over the past year, President Clinton and the Demo-
crat Leadership in Congress have talked the talk of the moderate
"New Democrat." But every time they tried to walk the walk, they
walked away from their own promises. Last spring and again last
August, they rejected the Republican "Cutting Spending First"
budget plan, which matched the President's deficit-reduction levels
without raising taxes or touching Social Security. In November, the
House Democrat Leadership turned down the bipartisan Penny-Ka-
sich plan to trim federal spending by $90 billion-an amount that
would have shaved just one cent from every dollar of federal spend-
ing over the next five years.

But the Democrats' repeated failure to find significant spending
retraint anywhere but in defense is only one of the weaknesses re-
flected in the Committee Majority's budget. Indeed, the Committee
Democrats' spending plan fails the test of being a budget in any
real sense because it fails to account for any of the initiatives their
party claims to be pursuing. They promise welfare reform, but it's
absent from their budget. They promise job creation, but offer no
incentives to promote it. They do nothing about entitlements, which
everyone knows is the biggest hemorrhage causing the flow of fed-
eral red ink.
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With national defense, the President has admitted his budget
falls at least $20 billion short of the amount needed to fund the
force designed in his Administration's "Bottom-Up Review" defense
strategy. But neither he nor the House Budget Committee Demo-
crats have done anything to correct this problem in the budget.

Not even the Administration's health care reform-the center-
piece of the President's domestic agenda-appears in the Commit-
tee Democrats' budget. That's especially interesting because Presi-
dent Clinton has insisted that health care reform is the key to re-
ducing deficit spending, but his health plan actually increases
spending and deficits. No wonder the Committee Democrats have
refused to budget for this. They can't. The truth is if the President
did nothing at all, and just let the government run on automatic
pilot, spending and deficits would be lower than they will be if his
health plan is adopted.

By contrast, the Republican initiative for FY 1995 refocuses the
nation's priorities, maps out a clear plan for real change-and
budgets for all of this. Here are some of the Republican Budget Ini-
tiative's key element:

A tax credit of $500 for each child in households with in-
comes below $200,000 a year. Thus, this budget fulfills Presi-
dent Clinton's campaign promise of middle-class tax relief. It
also returns to American families more than a third of the tax
increases the Democrats approved last year, and 74 percent of
this will go to families making less than $60,000 a year.

Real reform of the welfare system that stresses putting peo-
ple on payrolls rather than public assistance rolls. The plan
also gives states greater flexibility in shaping and administer-
ing their welfare programs.

A 10-part initiative to fight crime. The plan provides $2 bil-
lion over five years to allow communities to hire additional po-
lice,and another $3 billion to fund federal-state partnerships
for new prisons. The measure also toughens sentences and in-
cluding "three strikes and you're in" provisions.

A market-based reform of the nation's health care system
that assures the decisions remain in the hands of patients and
doctors, not government bureaucrats.

Specific plans for reforming U.S. foreign aid programs. The
roposal restructures these assistance programs, slashing
17.5 billion in unnecessary, wasteful, or ineffective expendi-

tures over five years.
A sound national defense strategy that contrasts sharply

with the rudderless policies of the Clinton Administration.
Though Administration officials have conceded the President's
budget underfunds his own defense plan, the Republican budg-
et solves this problem and slows the President's excessive de-
fense cuts to a responsible pace of about $60 billion over five
years. Thus, the GOP budget maintains military readiness
while acknowledging a shift in defense requirements brought
about by the end of the Cold War.

The Republican plan also contains a variety of other reforms, in-
cluding block-granting education and job training programs; re-
structuring the Departments of Agriculture and Interior;
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privatizing the Federal Aviation Administration; and paring the
bloated civilian federal workforce.

And all of these proposals are paid for.
Indeed, the Republican budget proposal cuts federal deficit

spending by roughly $150 billion more over five years than the
President's budget.

In short, the President and Committee Democrats made promises
in all these areas. Yet, it was House Budget Committee Repub-
licans who delivered.

This combination of real government reform and serious deficit
reduction did not come about by magic. It resulted from hard work
and tough-minded decision-making by Republican Committee mem-
bers. It resulted from a determined effort to construct a federal
budget that truly favors families.

This budget also demonstrates that political challenges can be
overcome by those who are willing to buck the entrenched bureauc-
racies and the status quo.

Democrat leaders in Congress and the Administration will try to
play down this year's budget vote. They will try to get it over with
as quickly as possible. They will try to gloss over the distinctions
this budget vote clarifies.

They want to embrace the false security of their Old Democrat
ways, yet hope the American people will believe their New Demo-
crat rhetoric.

We want to tackle the challenge of the future. The Republican
budget initiative is a plan the American people can support. It pro-
vides the real change they are demanding, the deficit reduction
they need, and the tax relief they deserve.

JOHN KASICH.
CHRISTOPHER SHAYS.
JIM BUNNING.
WAYNE ALLARD.
RICK LAZIO.
BOB INGLIS.
ALEX MCMILLAN.
OLYMPIA SNOWE.
LAMAR SMITH.
DAVID HOBSON.
BOB FRANKS.
MARTIN HOKE.
JIM KOLBE.
WALLY HERGER.
CHRIS COX.
DAN MILLER.
NICK SMITH.
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STATEMENT OF THE
REPUBLICAN COMMITTEE MEMBERS

This budget is not just about cutting government spending. It is about the need for real
change - change in how the government operates; change in law enforcement; change
in the nation's health care and welfare systems; and above all, change in the tax burden
on middle class American families.

This budget also demonstrates that political challenges can be overcome by those who are
willing to buck the entrenched bureaucracies. This is a budget that favors American
families, and puts their interests first.

Among the major components of this budget blueprint for Fiscal Year 1995 are the
following:

A tax credit of $500 for each child in households with incomes at or below
$200,000 a year. Thus, this budget delivers on President Clinton's campaign
promise of middle-class tax relief.

0. Real reform of the welfare system that stresses putting people on payrolls rather
than public assistance rolls. The plan also gives states greater flexibility in
shaping and administering their welfare programs.

A 10-part initiative to fight crime. The plan provides $2 billion over five years
to allow communities to hire additional police, and another $3 billion to fund
federal-state partnerships for new prisons. The measure also stiffens sentences and
includes "three strikes and you're in" provisions.

A market-based reform of the nation's health care system that assures the
decisions remain in the hands of patients and doctors, not bureaucrats from the
Federal Government.

Specific plans for reforming U.S. foreign aid programs. The proposal restructures
these assistance programs to ensure that unnecessary, wasteful, and/or ineffective
expenditures are halted.

A sound national defense strategy that contrasts sharply with the rudderless
policies of the Clinton Administration. Administration officials have conceded that
the President's budget underfimds his own defense plan - based on last year's
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"Bottom-Up Review" - by at least $20 billion. This Republican budget restores
roughly half of the funds excised in the President's excessively deep defense cuts.

The plan also contains various other reforms, including block-granting education and job
training programs; restructuring the Departments of Agriculture and Interior; privatizing
the Federal Aviation Administration; and paring the bloated civilian federal workforce.

And all of these proposals are paid for.

ndeed, the Republican budget proposal cuts federal deficit spending by roughly $150
billion more over five years than the President's budget.

This combination of real government reform and serious deficit reduction did not come
about by magic. It resulted from hard work and tough-minded decision-making by the
House Republican Budget Committee members. It resulted from a determined effort to
construct a federal budget that truly favors families.

BUDGET THEMES

In developing this budget, Republican committee members employed a variety of themes.
These themes included the following:

I- Job Creation/Economic Growth/Family Tax Relief.
• Real (as opposed to merely cosmetic) Reform of the Government.
I Privatization - getting the Federal Government out of activities that more

legitimately belong in the private-sector economy.
W A Return to Federalism - returning to states and localities the government

functions they are best able to perform, functions in which the current federal role
is much too large or unnecessary.

0 Block-Granting - for functions in which the Federal Government may still have
a useful funding role even though states and localities are best equipped to
provide the actual services.

• Regulatory Reform/Mandate Relief- valuable components for economic growth,
though they would have limited budget impact.

I Contracting Out - where private-sector agencies can more efficiently provide
government services.

I Ending Duplication of Government Services.
I User Fees.

These topics are discussed more fully in Appendix IV of this document.

This is a budget the American people can support. It provides the real change they are
demanding, the deficit reduction they need, and the tax relief they deserve.

The Republican Budget Initiative House Committee on the Budget
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NATIONAL SECURITY

National Security issues include those concerning national defense (Function 050) and
International Affairs (Function 150).

[Please see the table at the end of this section for a summary of the budgetary effects of
these proposals.]

PART I:
MAJOR PROGRAM INITIATIVES AND REFORMS

The Republican budget initiative asserts the need to maintain a sound national security
policy that can meet both predictable and unexpected contingencies. It also reforms and
reduces various foreign aid programs.

A. National Defense

Since his inauguration, P-esident Clinton has pursued a defense strategy driven by
budgetary necessity rather than "strategy." In March 1993, then-Defense Secretary Aspin
conceded the Administration had used a budget "plug" of $127 billion in defense cuts
over five years to satisfy other priorities. He also indicated the Administration would do
a "Bottom-up Review" to answer the question of what the actual cuts should be.

The Bottom-up Review (BUR), which is the centerpiece of the Clinton defense strategy,
was completed in October 1993. A number of independent assessments, however, have
questioned whether the BUR represents the path most likely to maintain U.S. security at
an affordable price over the long-term. For example, the Defense Budget Project drew the
following conclusions about the BUR:

1 It is critically handicapped by the Administration's failure thus far to enunciate
a clear national security strategy that defines the American military's role in the
post-Cold War world.

I- It focuses on the near-term, and on the most familiar threats, as opposed to the
greatest or most likely threats to U.S. national security, which will probably
appear in the next decade at the earliest.

I- It emphasizes re-fighting the Gulf War more effectively, rather than preparing for
the challenges of the next decade. For example, Third World regional powers
with aggressive designs are likely to adopt substantially different operational
concepts and force structures than those anticipated by the BUR.
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It fails to set priorities between preparing for major regional conflicts (MRCs) and
preparing for unconventional operations, such as peacekeeping. As recent events
in Somalia and Bosnia illustrate, peace operations require significantly different
kinds of strategy, doctrine, force structure, equipment, and training than do major
regional conflicts.

1 It dedicates the bulk of U.S. defense resources to meeting the requirement to
wage two nearly simultaneous major regional conflicts (MRCs) - without allied
support if need be - to quick, decisive victories. But it fails to provide a
convincing argument for this planning requirement.

0. It is unaffordable and becomes progressively less affordable over time, given
projected resource constraints. The BUR FY 1995-FY 1999 plan may be short
some $33 billion to $50 billion. Over the longer term, the BUR defense posture
could well suffer funding shortages of some $20 billion per year.

By the Administration's own admission, the President's "defense program exceeds the
President's defense budget levels in the FY 1996-1999 period by about $20 billion." They
have chosen to defer consideration of this problem until later. The magnitude of the
funding shortfall, however, obscures a disturbing trend that is occurring within certain
areas of the defense budget. As documented by the General Accounting Office (GAO),
a growing portion of funding is being transferred to non-core missions, such as defense
conversion and medical and environmental research. Even worse, the reality of world
events conflicts with the Administration's approach to national security. National security
is an unforgiving task that requires a clear vision of America's role in the world, an
understanding of U.S. interests, and the resolve to use force when necessary.

More than 120 million people have been killed in wars during this century. The end of
the Cold War has not brought an end to this hostility. Instead, it has unleashed dangerous
ambitions of dictators and terrorist fanatics from the former Yugoslavia to North Korea,
and Iraq and Iran to Libya. Many radical regimes are eagerly seeking nuclear, chemical,
and biological weapons. In a world where nations ruthlessly pursue their own self-
interests, Mr. Clinton is not up to the task.

This proposal rejects the following elements of the Clinton national security agenda:

"Assertive multilateralism," which requires the United States to subordinate its
national security responsibilities to the United Nations. U.S. armed forces should
always remain under U.S. command. They should not be loaned to international
organizations to conduct operations with ambiguously defined objectives.

• Abandonment of a national missile defense.

The procurement of unnecessary weapons systems in order to satisfy local
interests. Procurement must be strictly limited to those weapons systems our
armed forces truly need.
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Dramatic reductions in U.S. military capability. The readiness of the military will

ultimately depend on how much of the O&M budget is earmarked for initiatives

unrelated to readiness.

Relative to the Administration's recommendation, this proposal does the following:

P. It restores the funds that the Pentagon admits their plan is underfunded because
of changes in the inflation estimates.

I- It provides a cost-of-living increase for military pay.

b- It retains 12 Army divisions.

0. It restores two Air Force fighter wings and 50 bombers.

1. It increases funding for readiness-related procurement, training, and maintenance.

B. International Affairs

1. Restructure the State Deparhment

The Department of State promotes U.S. foreign policy interests abroad. Other smaller
agencies also conduct research and activities relating to foreign affairs. The State
Department will receive about $2.6 billion in 1994 to administer its foreign affairs
programs. In the 1980s, this portion of the State Department's budget averaged $1.6
billion. Inflation was responsible for some of this increase, but the funding that was added
to provide security for diplomates and to establish new posts in the republics of the
former Soviet Union also contributed. Even when funding for added security and new
posts is included, however, real growth from the 1980s through 1994 amounts to about
10 percent. The increases in funding mainly reflect growth in salaries and related expenses
and in rental and acquisition costs of residences and office space.

The State Department is not the only federally funded organization that works in foreign
affairs activities. Smaller agencies such as the U.S. Institute of Peace, the Asia
Foundation, the East/West Center, and the North/South Center perform functions that
could be eliminated without directly affecting U.S. foreign policy. These agencies, which
have combined budget totalling about $60 million annually, conduct research and work
to build better relations between the United States and various foreign countries.

This proposal would keep the State Department funding at its 1994 level from 1995 to
1997. By 1997, State Department funding (excluding the cost of security improvements
and new posts in the former Soviet Union) would return to its average real level of the
1980s. The department would accommodate these cuts by eliminating or consolidating
posts in less important areas of the world, by reorganizing the department's bureaucracy,
and by reducing the number of senior foreign service officers. This proposal also
eliminates funding for the smaller agencies dealing in foreign affairs.
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2. Restructure the Agency for International Development (AID)

AID administers development-related projects and provides technical advice in 92
developing countries. Since the creation of AID in 1961, the United States has spent $114
billion on development assistance. AID has been criticized for waste and ineffectiveness.
Furthermore, as documented by both The President's Commission on the Management of
AID Programs and Development and the National Interest, AID has too many objectives
and supports projects in too many countries. The President's Commission on the
Management of AID Programs (under the Bush Administration) recommended that AID
be merged into the State Department "so that the foreign economic assistance can respond
flexibly and accurately to the foreign policy agenda of the United States. Integration with
the State Department would greatly strengthen AID's ability to establish and hold to a
clearly defined set of priorities and objectives. It would also make it possible to attract
a high order of leadership to the top positions of the foreign assistance program."

This proposal calls for reducing AID and the programs it administers, thereby allowing
the agency to focus on more attainable goals in those countries most likely to benefit from
U.S. development assistance. Specifically, it would eliminate assistance to more than two
dozen middle-income countries and terminate aid to those lower-income countries where
the United States' assistance has shown no results. The proposal also recommends
focusing the agency's funding to programs that emphasize alleviating poverty and
promoting economic development.

Opponents of this proposal will contend that despite the program's mixed success a large
number of countries have problems that they cannot solve by themselves. Finally, they
might argue that U.S. aid might be justified on purely humanitarian grounds.

PART I:

ADDITIONAL SPENDING REDUCTION RECOMMENDATIONS

1. Reform Multilateral Development Banks (excluding IDA)

This proposal recommends that the U.S. withhold all new capital contributions to the
World Bank, the Asian Development Bank, the Asian Development Fund, the
International Finance Corporation, the European Bank for Reconstruction and
Development, the Inter-American Development Bank, and the African Development Fund.
The banks would, however, be allowed to use their "reflows" or loan repayments to make
new loans. The case of the Asian Development bank is particularly interesting. The bank
was established to improve the efficiency of the Asian capital markets. Those markets are
now very efficient, yet the U.S. continues to make contributions.

2. Reform the International Development Association (IDA)

For Fiscal Year 1995, this proposal funds IDA at the level proposed by the Senate in FY
1994 and does not reauthorize the program beyond that point.
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3. Restructure P.L. 480 (Food for Peace)

President Franklin D. Roosevelt believed that foreign aid should be held to exacting

standards. To prevent a wide-spread loss of life following World War H, for example, the
United States urged the United Nations to organize a Relief and Rehabilitation Agency
(UNRRA). Because it was understood that the danger of postwar famines was a temporary
problem, UNRRA's mandate was explicitly limited. UNRRA stressed its intentions to
withdraw after the first adequate harvest in an afflicted country - and kept its word. The
Agricultural and Development Act of 1954, however, was enacted when the
inconvertibility of foreign currency and the lack of foreign exchange held by potential
customers limited commercial exports of domestic agricultural commodities. Sales in
exchange for foreign currencies, concessional credit, and grants provided a mechanism for
developing markets, disposing of surplus commodities, and furthering U.S. interests.

According to the Congressional Budget Office, "[c]hanges in the world over the past 40
years may have rendered the program obsolete, however, and it may now be an inefficient
means of achieving each of these objectives ... The market development aspect of the
P.L. 480 is relatively insignificant for two reasons: exports under Titles I and HI are a
small portion of total U.S. agricultural exports, and the countries currently receiving P.L.
480 commodities are unlikely to become commercial customers... Other programs such
as the Commodity Credit Corporation's short- and intermediate-term credits and the
Export Enhancement Program are designed to protect old markets and to penetrate new
markets at lower cost to the U.S. government." Under this proposal, the terms and
conditions of loans under Title I would be changes so as to eliminate the subsidy
appropriation. Title Ill would be terminated.

4. Freeze the Peace Corps

This proposal freezes funds for the Peace Corps at their FY 1994 level. Although the
proposal supports the goals of the Peace Corps, it recognizes that funding for the Peace
Corps have increased rapidly since 1990. It agrees with a FY 1994 Senate Committee on
Appropriations report that states: "[t]he Committee reiterates its concern that Peace Corps
growth should be tempered by the possibility of future budgetary constraints and must not
be undertaken at the cost of current programs in the poorest, developing countries, or to
the detriment of proper training of volunteers and adequate program preparation."

5. Reduce Assistance for Eastern Europe, the Baltic States and the New
Independent States of the Former Soviet Union

This proposal provides $380 million for assistance for central and eastern Europe, as
proposed by the Senate for FY 1994, and reduces funding in absolute terms by 50 percent
by FY 1999. This proposal also reduces by 50 percent bilateral assistance to Russia. This
initiative notes the disturbing trend toward greater nationalism that is occurring and the
recent events concerning the arrest of a CIA official accused of spying for Russia.
Furthermore, it questions how effective continued high levels of assistance are when it is
unclear how committed the Russians are toward necessary economic reform.
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Concerning International Organizations and Programs, this initiative provides a total of
$339.5 million annually, which was the amount the House of Representatives approved
for Fiscal Year 1994. This program funds various international development,
humanitarian, and scientific activities, such as the U.N. Development Program, the U.N.
Children's Fund, the U.N. Population Fund, the International Atomic Energy Agency, the
U.N Environmental Program, and the Organization of American States.

6. Freeze International Security Assistance

Under this proposal, Egypt will receive $1.3 billion annually in military grants and $817
million annually in economic grants. Likewise, Israel will receive $1.8 billion annually
in military grants and $1.2 billion annually in economic grants. These allocations maintain
the current level of funding for both Israel and Egypt. It is assumed, however, that the
Economic Support Fund (ESF) and foreign military financing will be frozen at their Fiscal
Year 1994 levels. Finally, it is recommended that Congress permit countries receiving
ESF funding to use those funds at their discretion to retire portions of their outstanding
debt with the United States.

7. Reduce International Peacekeeping

Funding for United Nations peacekeeping has surged since 1990, as the U.N. has
increasingly become involved (often with disastrous results) in non-traditional peace
enforcement missions. These are distinguished from the traditional peacekeeping activities
in which fighting has ended and all parties to a conflict have agreed to the presence of
lightly-armed U.N. forces during efforts to negotiate an enduring resolution to a conflict.

This proposal would return U.N. peacekeeping to this traditional role and reduce the
current billing formula under which the U.N. overbills the U.S. at a 31.7 percent rate (as
opposed to our 25 percent rate for the regular U.N. budget). It is assumed that funding
for international peacekeeping will be frozen at 75 percent of its FY 1994 level. The
proposal also rejects the concept of "assertive multilateralism," which requires the United
States to subordinate its national security responsibilities to the United Nations. U.S.
armed forces should always remain under U.S. command. They should not be loaned to
international organizations for operations with ambiguously defined objectives. The U.S.
should not cede this responsibility to an unreliable organization with an uncertain agenda.

8. Reduce Contributions to International Organizations

It is assumed that this account, which funds various United Nations agencies, Inter-
American organizations, regional organizations, and international organizations, would be
frozen at 95 percent of its FY 1994 level.

9. Reduce Educational and Cultural Exchange Programs

This U.S. Information Agency account funds international exchanges such as the
Fulbright, Humphrey, International Visitors, and Muskie programs. This account more
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than doubled during the 1980s. Since 1990, it has grown by an additional 45 percent. The
USIA exchanges account should not be immune to cost savings in the government-wide
reallocation of foreign affairs resources in response to the end of the Cold War. This
proposal would reduce funding for these programs by 25 percent.

10. Reduce Ex-Im Bank's Credit Assistance

The Export-Import Bank provides financing to foreign buyers of U.S. goods. The bank
makes direct loans with below-market interest rates and provides guarantees of private
lending without receiving full compensation for the contingent liability of future losses.
During the six decades since its creation, Eximbank has lost $8 billion on its operations,
practically all in the last 15 years.

This proposal would reduce the subsidy appropriation by 50 percent. Savings could be
realized by increasing risk-related fees and directing the remaining resources to sales that
would not go forward without government assistance.

11. Consolidate International Broadcasting

This proposal accepts the Administration's recommendation calling for the consolidation
of international broadcasting.

12. Reduce Refugee Assistance

This provision accepts the Administration's proposal recommending a reduction in
migration and refugee assistance.
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SUMMARY: NATIONAL SECURITY

dollars in billions TITLE
Defense Reductions Below Baseline
Restructure the State Department
Restructure the Agency for International Development (AID)
Reform Multilateral Development Banks (excluding IDA)
Reform the International Development Association (IDA)
Restructure P.L 480 (Food for Peace)
Freeze the Peace Corps

Reduce Assistance for Eastern Europe and Former Soviet Union
Freeze International Security Assistance

Reduce International Peacekeeping
Reduce Contributions to International Organizations
Reduce Educational and Cultural Exchange Programs
Reduce Ex-tm Banks Credit Assistance
Consolidate International Broadcasting
Reduce Refugee Assistance
SUBTOTAL
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1995
BA 0
0.700 2.400
-0.140 -0.110
-0.330 -0.040
-0,264 -0.009
-0.095 -0.013
-0.640 -0.350
-0.006 -0.005
-0.912 -0.196
-0.142 -0.094
-0.132 -0.122

-0.066 -0.065
-0.062 -0.031
-0.510 -0.050
0.031 0.020
-0.057 -0.047
-2.625 1.288

1995-1999
TOTAL

BA 0
-69.600 -57.500
-1.300 -1.160
-1.870 -1.310
-1.822 -0.705
-4.594 -1.663
-3.380 -3.020
-0.092 -0.086
-5.818 -3.481
-2.202 -1.870
-0.796 -0.782
-0.574 -0.573
-0.328 -0.276
-2.710 -1.380
-0.821 -0.764
-0.490 -0.463

-96.397 -75.033



JOB CREATIONIECONOMIC GROWTH

Impediments to job creation and economic growth abound in the tax code. Removable
of distortions in the tax code is imperative if we are to increase the level of saving,
investing, risktaking, and, as a consequence, the rate of economic growth.

[Please see the table at the end of this section for a summary of the budgetary effects of
these proposals.]

PART I:

JOB CREATIONIECONOMIC GROWTH PLAN

1. $500 Per-Child Family Tax Credit

This proposal grants a $500 per-child tax-credit for families with incomes up to $200,000
a year. The typical congressional district has more than 117,000 children. Families in the
average Congressional district will realize about $59 million a year in family tax relief.
This will enable a family of four to have $80 more every month for groceries, school
clothes for their children or savings for education.

2. Capital Gains Indexation

Capital Gains Indexation. Under this proposal, individual taxpayers (both
individual and corporate) would be allowed to index the basis of capital assets
(and certain other business assets) for inflation. The indexation would apply to
assets held more than one year and would increase the basis for the purposes of
measuring gain and loss. Assets generally eligible for indexation would be
corporate stock and tangible property (or any interest therein), provided that the
asset is a capital asset or property used in a trade or business. The inflation
adjustment would be made to the adjusted basis of the asset and would be
calculated using the GNP deflators of the calendar quarter in which the asset was
acquired and the calendar quarter in which the asset was sold.

Capital Loss on Sale of Principal Residence. Under this proposal, losses
on the sale of a principal residence would be treated as capital losses and
therefore would be deductible immediately to the extent permitted under the
capital loss rules.
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3. Continuation of the Fully Deductible IRAs and Creation of Special IRAs

This proposal would create a new backloaded IRA program under which contributions
would be taxable but withdrawals (contributions and interest earnings) would be tax-free
at maturity of account. The availability of regular (front-loaded) IRAs (contributions are
tax-deductible but interest earnings are taxable at the time of withdrawal) would continue.
This proposal would restore the allowable contribution limit to $2,000 per year for each
spouse for all taxpayers regardless of income. The $2,000 limit would be increased to
$3,000 for taxable years beginning after 1995. IRA contribution limits would be adjusted
for inflation beginning in 1997.

4. Neutral Cost Recovery

Tax law prohibits the 100-percent deduction of business investment in plant and
equipment in the year of investment. Instead, investments must be written-off over a
number of years according to depreciation schedules. Because depreciation schedules
ignore inflation and the time value of money, this requirement reduces the value of the
tax deduction (compared to taking the full deduction in the first year).

A Neutral Cost Recovery System would, essentially, adjust depreciation schedules for
inflation and the time value of money thereby increase the value of investment write-offs
so they would equal the full value of the original investment. Adjusting depreciation
schedules in this manner leads to substantial revenue losses if the investment stimulus and
resulting economic growth associated with the NCRS is ignored. Therefore, the current
proposal is made revenue neutral by adjusting the maximum rate by which businesses can
depreciate their plant and equipment. Revenue losses are offset by eliminating the use of
the 200 percent declining balance depreciating method and limiting all assets to the 150
percent declining balance method.

PART II:
ADDITIONAL TAX INCENTIVE OPTIONS

1. Extend Research and Development Tax Credit

A credit for incremental research expenses is claimed as one of the components of the
general business credit. The research credit is equal to 20 percent of the excess of the
qualified research expenses for the taxable year over the base amount and 20 percent of
the basic research payments. This credit is set to expire after June 30, 1995; this proposal
extends the credit one additional year.

2. Extend Employer-Provided Educational Assistance

Gross income of an employee will not include amounts paid or expenses incurred by the
employer for educational assistance to the employee. This credit is set to expire after
December 31, 1994; this proposal extends the credit one additional year.
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3. Extend the Orphan Drug Credit

An elective tax credit is available for 50 percent of the qualified clinical testing expenses
paid or incurred before December 31, 1994, for certain drugs created for rare diseases and
conditions. This proposal extends the credit one additional year.

SUMMARY: JOB CREATION/ECONOMIC GROWTH

dollars in billions TITLE

$500 Per-child Middle Class Family Tax Credit
Capital Gains Indexation and Loss on Sale of Principal Residence
Continuation of the Fully-Deductible IRAs and Creation of Special IRAs
Neutral Cost Recovery
Extend Research and Development Tax Credit
Extend Employer-Provided Educational Assistance
Extend the Orphan Drug Credit
SUBTOTAL

1995

BA 0
4.730 4.730
0.400 0.400
0.100 0.100
0.000 -1.700
0.300 0.300
0.200 0.200
0.014 0.014

5.744 4.044

1995-1999
TOTAL

BA 0
107.402 107,.
14200 14.;
-1.600 -1.
0.000 -19..
2.000 2.(
0.500 0..
0.021 O.C

122.523 103.

402
2WO
6W0
o
no

023
t23
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HUMAN EMPOWERMENT

Human empowerment issues include education and training; federal safety-net programs
(excluding health programs); and veterans benefits and services; and federal crime
prevention and law enforcement efforts. Generally speaking, the budget functions in this
category are Function 500, Function 600, and Function 700, and Function 750.

[Please see the table at the end of this section for a summary of the budgetary effects of
these proposals.]

PART I:
MAJOR PROGRAM REFORMS

The Republican budget initiative calls for a variety of reforms designed to improve
program efficiency and effectiveness and reduce aggregate costs.

A. Education and Training

Federal programs for education and training fall into Function 500. Total FY 1994
spending in this function is $51.952 billion.

1. Job Training Block Grant

This proposal would consolidate more than 80 programs, as identified by the General
Accounting Office, into seven broad block grants. Consolidating the programs will create
a pool of funds totaling approximately $10.8 billion in FY 1995. From this pool:

1 $302.0 million would go to an Adult and Literacy Block Grant, consolidating 10
similar programs into one.

• $1.044 billion would go to a Vocational Education Block Grant, consolidating 17
similar programs into one.

0 $1.78 billion would go to a Youth Training Block Grant, consolidating eight
similar programs into one.

0 $1.870 billion would go to a Rehabilitation Training Block Grant, consolidating
five similar programs into one.

0. $90.3 million would go to a Migrant Training Block Grant, consolidating 4
.similar programs into 1.
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$106 million would go to an Indian Training Block Grant, consolidating 10
similar programs into one.

01 $4.301 billion would go to an overriding Adult Employment and Job Training

Block Grant Program. This block grant contains four other block grants and two

programs that would be operated through one-stop-shopping training centers at

the local level. These sub-block grants should contain their own separate funding

streams. They are the following:

$919 million for Disadvantaged Adults, consolidating five similar
programs into one.
$1.403 billion for Dislocated Workers, consolidating eight similar
programs into one.
$1.029 billion for the JOBS program.
$23.4 million for Displaced Homemakers.
$168 million for Veterans Employment and Training Programs,
consolidating eight programs into one.

The block grants would be designed to be flexible, giving states the ability to address
these populations with innovative programs.

The remaining Budget Authority, totalling approximately $1.9 billion, would go to deficit
reduction. These funds come from program elimination, program overlap and better
targeting of resources.

2. Allow Student Loan Interest Accrual

Under the subsidized portion of the Stafford Loan Program, the Federal Government
incurs interest costs on the students' loans while they are in school. This proposal would
reduce federal subsidies on Guaranteed Student Loans by having students accrue interest
on their loans while in school, with their payments deferred until they finish school.
Because of the payment deferral, students would not incur cash flow problems during
school years. This proposal should not affect eligibility for student borrowers. The
provision would be applied prospectively, so that only future loans, and not current loans,
would be affected.

B. Safety Net Programs

Federal safety net programs include principally Aid to Families with Dependent Children,
federal housing assistance, and federal nutrition assistance.

3. Welfare Reform

Title 1: AFDC Transition and Work Program. This title creates a transition program
in which welfare recipients are expected to work or prepare for work. A written
agreement is prepared that describes the duties and responsibilities of both the recipient
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and the welfare agency. The program's goal is to prepare recipients for employment in
the private sector. The recipient must agree that, if after two years (or less at state option)
paid employment has not been secured, they will work in exchange for their AFDC
benefit. While in the Transition Program, recipients must meet minimum participation
requirements of 520 hours in training/work programs or full-time enrollment in an
educational institution. Benefits are reduced or eliminated for recipients who fail to meet
the criteria for participation. Those exempted from participation include the physically and
mentally incapacitated (including, at state option, drug and alcohol offenders) and, for
limited duration, mothers who have additional children after admittance into the program.
If recipients have not found a job after two years, they must participate in a work program
established by the state. Recipients must work for a minimum of 35 hours per week and,
at state option, participate in a Work Supplementation program in which the AFDC
benefit is used to subsidize a private sector job. After three years of participation in the
work program (and a total of five years on AFDC), states have the option of dropping
recipients from the AFDC rolls. Recipients would continue to be eligible for Medicaid,
food stamps, and other benefits.

Title I: Paternity Establishment As a condition for receiving benefits, paternity must
be established for any dependent named on an AFDC application. The mother is exempt
from this requirement if pregnancy was caused by rape or incest or if the state concludes
that pursuing paternity will result in physical harm to the parent or child. The current state
paternity establishment requirement of 75 percent is increased to 90 percent.

Title II: Expansion of Statutory Flexibility of States (optional conversion of
AFDC to block grant). States have the option of taking the amount of federal
reimbursement they received for AFDC in 1992, plus a one-time inflation adjustment of
3 percent, as a fixed annual cash payment rather than continuing in the current AFDC
program. Additionally, at their option, states may: refuse AFDC benefits to single parents
who are under 18 years old; provide new state residents with the same level of AFDC
benefits as provided by the state from which the resident moved; decrease the total
monthly AFDC benefit by up to $50 per month for up to six months (not necessarily
consecutive) for failing to comply with immunization, EPSDT screening, or other health
requirements; reduce monthly benefits up to $50 per child per month for families with
school-age children who attend school less than a state-established minimum without good
cause; deny additional benefits for children born 10 months after the date of application
for AFDC; replace the current federal rules for disregarding income in setting AFDC
benefit levels; allow AFDC recipients who marry an individual other than the parent of
their child, and who would become ineligible for AFDC, to keep up to one half of their
current benefits for up to one year as long as their combined family income is below 150
percent of the poverty level; disregard up to $10,000 of assets associated with a
microenterprise owned by a family for the purposes of determining AFDC eligibility and
calculating AFDC benefits; require AFDC parents to participate in parenting classes and
classes on money management during the transition program.

Title IV: Expansion of State and Local Flexibility (waivers). This title would
create an Interagency Waiver Request Board to which states would submit requests for
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waivers in any of 72 means-tested programs. The board would include the Secretaries of
Agriculture, Health and Human Services, Housing and Urban Development, Labor,
Interior, and Justice. The chairperson would be appointed by the President. Waiver
applications would be required to specify, explain, and justify the particular provisions of
statute or regulation the state sought to change. Applications would assure in writing that
implementing the proposal will not result in additional costs to the Federal Government.

Title V: Child Support Enforcement. This title establishes a nationwide system for
reporting and tracking newly hired workers to improve the nation's ability to locate
parents and enforce support orders. The system would keep a current address, source of
earnings, and record of support obligations. Reforms to the current system include a
requirement that new employees report to employers, via new W-4 forms, child support
obligations that are subject to wage withholding, an expansion of the Federal Parent
Locator service to improve access to information nationwide, and a requirement that states
maintain updated registries of support orders to verify new hire withholding information
and assist other states with interstate searches.

Title VI: Welfare Restrictions for Aliens. All welfare benefits (other than emergency
Medicaid) are eliminated for non-citizens, except for refugees and permanent resident
aliens over age 70 who have been legal residents for at least five years.

Title VIII: Consolidated Block to States for Food Assistance (WIC Plus). This
title consolidates all federal feeding and nutrition support programs into a single block
grant to states and reduces funding by 5 percent from the baseline to recover the savings
resulting from the elimination of benefit overlap, middle income subsidies, and
administrative duplication. The block grant is targeted to persons at 185 percent of the
poverty level and below. The baseline is adjusted annually to account for food price
inflation measured June to June, and population growth. States may use up to 5 percent
of the total grant for administrative costs, and must target at least 12 percent to fully fund
WIC benefits for pregnant and post-partum mothers and their pre-school children.
Similarly, 20 percent of the block grants is earmarked for the School Lunch and School
Breakfast programs. States are given full discretion over establishing benefit levels and
eligibility criteria. The WIC Plus block grant allows for better targeting benefits and gives
states greater options for program innovation to meet specific needs.

Title IX: Miscellaneous. Miscellaneous provisions include a requirement that AFDC
applicants and recipients addicted to alcohol or drugs must participate in addiction
treatment if available, and that the Social Security Administration must conduct random
drug test on all participants in the SSI disability program whose disability was caused by
addiction to drugs and alcohol. If use of illegal drugs is detected by the tests, or if
recipients refuse to submit to testing, their SSI benefits are permanently terminated.

4. Reform SSDI for Alcoholics and Drug Addicts

The Supplemental Security Income (SSI) and Social Security Disability (SSDI) programs
are intended to provide benefits to those who cannot work due to physical or mental
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impairments that have been medically certified. Qualifying disabilities include alcohol and
drug addiction. In 1993, $1.4 billion in disability funds were paid to 250,000 alcoholics
and drug addicts under the SSDI and SSI programs. Fewer than one-third of the persons
are required to receive treatment or to have third parties manage their benefits for them.
This proposal would make the following reforms:

Disability payments would no longer be sent to the substance abusers. Benefits
would be directed to approved institutions or agencies for management.

P Lump sum retroactive payments would be prohibited until treatment is completed.

I- Persons who profit from illegal activities such as drug dealing would be removed
from the roles and stiff penalties would be established and imposed for those
defrauding the programs.

5. Substitute Vouchers for Public Housing New Construction

HUD provides capital grants to PHAs to build housing for families with incomes below
80 percent of area median income (approximately $28,000 a year nationally). After
construction, HUD provides annual operating subsidies and modernization funds to keep
the projects solvent and well maintained. Public housing new construction is roughly
twice as expensive as tenant-based assistance such as vouchers. New construction is a
vestige of the old power structure of housing: treating housing as a jobs program instead
of providing housing assistance at the lowest possible cost. HUD should revise paperwork
requirements to PHAs so they can better handle the increase in vouchers.

6. Eliminate Operating Subsidies for Vacant Public Housing

HUD provides operating subsidies to Public Housing Agencies (PHAs) to make up the
difference between rental income and operating costs. Even though HUD has tried to stop
payments for vacant public housing, Congress has continued funding for these units. Some
PHAs argue that the current operating subsidies formula does not provide adequate
subsidies to cover costs. Elimination of subsidies for vacant units will take away necessary
funds. But because of increases for public housing modernization, operating subsidies, and
drug elimination grants, all PHAs are receiving record funding amounts.

7. Disposition of Multi-Family Housing Units

HUD currently owns approximately 69,000 units of multifamily housing. HUD was never
meant to function as a landlord, but the agency has not been able to sell the units because
of restrictions in Section 203 of the Housing and Community Development Amendments
of 1978 requiring that each unit must be sold with 15-year project-based Section 8
assistance. Over the past several years, funding for Section 8 housing has been
significantly reduced. This proposal would loosen the restrictions in Section 203, allowing
HUD to dispose of the multifamily units more easily. The proposal was offered by the
Administration and is expected to save $1.5 billion in budget authority over five years.
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8. Block Granting Social Services Programs

This proposal would consolidate the following: the Social Services Block Grant, the
Community Services Block Grant, Title IV-A "At Risk" Child Care, the Child Care and
Development Block Grant, and Dependent Care Planning and Development Grants. The
proposal also would reduce total funding by 5 percent. Social Services are provided to
many individuals and families through an array of programs, each with its own rules and
regulations. By consolidating these programs into a single, discretionary, block grant,
services could be provided more efficiently, duplicate services would be eliminated, and
administrative costs would be reduced.

C. Veterans Benefits and Services

9. Increase Funds for Veterans Medical Care

Over the past several years, budget constraints in veterans medical care have left these
accounts at below "current services" levels. This proposal adds $110 million in FY 1995
to the Administration's recommendation as a step toward restoring current services levels.

10. Reject Administration Cut in Medical and Prosthetic Research

The Administration called for a reduction of $52 million in medical and prosthetic
research for veterans. This proposal restores the funds reduced by the Administration.

11. Add FTEs to Board of Veterans Appeals

Appeals of eligibility rulings are taking as many as two years to resolve. This proposal
would add 50 FTEs to the Board of Veterans Appeals to help reduce the backlog.

D. Justice

12. Crime Prevention and Law Enforcement

The Republican budget proposal contains a ten-part initiative to fight crime and enhance
law enforcement. The initiative, known as the Crime Control Act of 1993 (H.R. 2872),
also supports a commitment to drug interdiction and maintains the current level of
funding. The Clinton Administration reduces drug interdiction funding by $94.3 million.
The Crime Control Act of 1993 includes the following provisions:

Title I: Protection of Neighborhoods, Families, and Children. This title allows
for $500 million over five years in grants to schools for security measures, including
additional police patrols, metal detectors and closed-circuit cameras. It increases penalties
for drug trafficking on school grounds and near public housing, and for gun possession
on school grounds. It makes criminal offenses of drive-by shootings and gang
participation. The title also proposes $2 billion over five years in grants for additional
police and improved efforts between police departments and their communities. Stiffer
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penalties for crimes against children are also proposed, and a sum of $10 million over five
years is proposed for registering convicted child abusers, as well as more severe
punishments and documentation for juvenile offenders. An additional $250,000 is
proposed for training and educational programs on parental child abduction.

Title I: Equal Protection for Victims. Life imprisonment or death are proposed as
penalties for retaliatory killings of witnesses, and penalties for actions against jurors and
court officers are expanded. A compilation of "Rules of Professional Conduct for Lawyers
in Federal Practice" is proposed to prevent the abuse of victims in court. In sexual assault
and child molestation cases evidence from previous similar crimes is permitted. The title
prevents the exclusion of evidence as long as the evidence was obtained in a "good faith"
effort to conform with the Fourth Amendment. Finally, the use of an appeal to racial
prejudice is not permitted before a jury.

Title II: Protection of Women. This title makes it a crime to travel across state lines
for the purpose of stalking or committing spousal abuse. For victims of sexual assault and
exploitation, the title proposes restitution for all necessary expenses, including loss of
income, for victims' participation in investigations or proceedings. This title also allows
for pre-trial detention in serious sex offense cases if no other method can be used to
prevent flight or harm to others; HIV testing before trial for sexual assault charges; and
increased penalties for sex offenders and recidivists.

Title IV: Prevention of Terrorism. Membership in a terrorist organization, and fraud
and failure to present documents, are proposed as reasons for preventing entrance into the
United States. Extension of the statute of limitations and increased penalties for terrorist
acts are also proposed, along with $5 million for establishing a National Task Force on
Counterterrorism - consisting of the Deputy Attorney General and seven designated
members - to monitor and react to terrorism.

Title V: Criminal Aliens and Alien Smuggling. This title proposes $1.137 billion
over five years for an additional 3,000 Border Patrol agents and 1,000 Immigration and
Naturalization Service investigators to prevent illegal aliens and alien smuggling, along
with stiffer penalties for such crimes. Aliens on criminal probation or parole are required
to register with the INS; $13 million over five years is proposed for this purpose.

Title VI: Taking Criminals Off the Street This title contains provisions calling for
$3 billion over three years for federal-state partnerships for new prisons. Funding is
contingent on states following an 85-percent truth-in-sentencing policy, mandatory
minimum sentences of 10 years for serious felonies, pre-trial detention, and challenges to
court decrees limiting prison populations. This title recommends excess funds from the
Asset Forfeiture Fund and Crime Victims Fund be used for the operation and construction
of the regional prisons, totalling $865.5 million over five years. Prison construction under
this title is exempt from Davis-Bacon Act requirements. Correctional facilities are treated
as tax-exempt projects and private activity bonds may be used to fund them. Federal
courts are restricted from imposing remedies on state and federal prison systems that
violate- constitutional requirements.
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Title VII: Punishment and Deterrence. This title includes $21 million for
establishing an instant background check for the purchase of handguns. The system would
require states to initiate and maintain records for easy telephone access. Penalties for
criminal possession of firearms under certain circumstances are established and penalties
for criminal use of a firearm are increased. Life imprisonment is required for a federal
violent felony committed by an individual with two previous violent felony convictions,
and a mandatory minimum prison sentence of five years is imposed for possession of a
firearm by an individual with a previous conviction of a violent felony or a serious drug
offense. In addition, this title covers the procedures for enforcing and expanding the use
of the death penalty, and ensures punishment will be determined without regard to the
race or color of the defendant or the victim. Funds also are proposed for administering
drug tests to convicted federal offenders after their release to prevent recidivism.

Title VIII: Elimination of Delays in Carrying Out Sentences. This title proposes
a one-year limitation for filing habeas corpus petitions after a conviction in a state court,
and a two-year limitation for filing for collateral relief by federal prisoners. In addition,
this title provides for grants to states for prosecuting federal habeas corpus petitions in
capital cases, and time limits on litigation of habeas corpus petitions.

Title IX: Public Corruption. This title establishes fraud in local, state and federal
governments as an offense deserving punishment. The title also stiffens penalties for
offering bribes to public or non-public officials in dealing with any controlled substance.

13. Privatizing Federal Prisons

This proposal recommends that the Federal Bureau of Prisons privatize the minimum- to
medium-security mainstream prisons called Federal Correctional Institutions (FCIs). The
proposal would be implemented over five years, during which an equal percentage of
prisons would be privatized each year. It is assumed that current government-employed
prison workers (guards, etc.) would be hired by the corporations taking over the prisons,
so there should be little or no separation cost involved. The plan involves only takeovers
of existing prisons, not new starts. The experience of state governments is that privatizing
prisons reduces operating costs by 3 percent to 15 percent.

14. Reform the U.S. Marshals Service

This reform eliminates the political appointment process for U.S. marshals and promotes
professionally trained deputies to U.S. marshals, reducing the service by 70 positions.

15. Eliminate Legal Services Corporation

The Legal Services Corporation is an independent, non-profit organization created to
furnish free legal aid to the poor in civil matters. LSC lawyers have been accused of
focusing on social causes, and the Reagan Administration repeatedly tried to abolish the
LSC. The agency has an annual budget of about $350 million. In addition to federal
money, LSC is funded through private sources and interest on certain escrow accounts.
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16. Reduce State Justice Institute

The State Justice Institute aims to improve the efficiency of state courts by funding
research and demonstration projects and distributing information about effective ways to
administer justice. The Institute appears to have no clear federal purpose. This proposal
reduces funding for the State Justice Institute by 50 percent.

17. Reduce Funds for BATF

This proposal would reduce funding for BATF by $2 million. The staff of BATF would
be reduced by 60 positions (41 from Law Enforcement and 19 from Compliance). An
amendment to this effect was adopted by the House last year.

18. Place a Surcharge on Civil Judgments

This provision creates" an enforceable 15-percent surcharge on judgments for civil debt
collected by the Justice Department.

PART I1:
ADDITIONAL SPENDING REDUCTION RECOMMENDATIONS

Various other proposals that can help reduce federal spending include the following:

1. Prospectively Adjust Civilian Retirement Age for Federal Employees

This proposal raises the retirement age prospectively for all new federal hires. For all new
federal employees hired on October 1, 1994 or later, the retirement age will be increased
to 65. The retirement age for current federal employees will remain unchanged The
annuities of federal judges, firefighters, law enforcement officers, air traffic controllers,
members of the CIA, the disabled, and survivors are unaffected by this proposal. The
proposal does not change federal annuity computations.

2. Prospectively Adjust Military Pension COLAs

Starting on October 1, 1994, for all new enlistees into the armed services the military
retirement benefit is changed so that no COLA on retirement benefits is provided until
the retiree reaches the age of 62. At that age, there is a catch-up provision to account. for
the lack of a COLA since retirement and a full COLA is provided for each year
thereafter. This provision does not affect the COLAs of disabled or survivors benefits.

3. Prospectively Adjust Thrift Savings Plan

The reform of the Thrift Savings Plan maintains the automatic one percent contribution,
a dollar-for-dollar match for the first 3 percent, and a 50 cents per dollar match for the
fourth percent of salary. It eliminates the 50-cents-per-dollar match for the fifth percent
of salary available under the current TSP. The remaining portions of the Thrift Savings
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Plan will remain unchanged. The reform applies only to new federal employees hired on
October 1, 1994 or later, not to current federal employees.

4. Eliminate 23 Grant Programs in the Department of Education

This proposal follows an Administration recommendation from the National Performance
Review and from the Administration's FY 1995 Federal Budget, to eliminate 23 small
grant programs managed by the Department of Education. The programs recommended
for termination are duplicative, have achieved their purpose, or are more appropriately
supported with non-federal funds. These programs are Dropout Prevention Demonstration
project, the Fund for the Improvement and Reform of Schools and Teaching, the
Territorial Teacher Training program, Law School Clinical Experience, Law-Related
Education, Ellender Fellowships, Cooperative Education, Bilingual Vocational Education,
Immigrant Education, Assistance to Guam, Education for Native Hawaiians, Follow
Through, General Assistance to the Virgin Islands, Public Library Construction, Foreign
Language Assistance, and funding for several small library programs.

5. Phase Out Impact Aid

Funding for School Assistance in Federally Affected Areas (Impact Aid) compensates
school districts that educate children whose parents work and/or live on federal
installations. Aid is given to two categories of children, "a" and "b" children. "A"
children's parents live and work on a federal installation, "b" children's parents live or
work on a federal installation. This proposal would phase out Impact Aid over five years,
resulting in a 20 percent reduction in funds for each of the five years. The economic
benefits from the federal installations are considered so substantial that localities compete
vigorously for them. The benefits derived from the federal installations should offset the
foregone property tax revenues that have supported the schools, thereby allowing Impact
Aid to be discontinued. In order to reduce any difficulty caused by eliminating Impact
Aid, the proposal should be phased in over five years, starting with "b" children first.

6. Reduce Arts and Humanities

Federal funding for the National Endowment for the Arts, the National Endowment for
the Humanities, the Smithsonian Institution, the National Gallery of Art, and the
Corporation for Public Broadcasting would be reduced by 50 percent, in phases, from FY
1995 through FY 1999. This would result in a 10 percent reduction in Federal funds per
year. Because many arts and humanities program benefit higher-income people, much of
the loss in federal funds can be made up through admission fees of private contributions.

7. Eliminate Pell Grants for Prisoners

Pell Grants were created to help deserving low- and middle-income students get the
education and training they need to improve their lives. Pell Grants follow the student,
not the post-secondary institution. Therefore, students have more of an educational choice
than they otherwise would have. The government spends almost $100 million annually
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on prisoner education. Yet the government has been spending an additional $40 million
to $200 million on prisoner education in the form of Pell Grants. Halting grants to
prisoners allows those grants to go more deserving students who need the assistance.

8. Convert Campus-Based Aid

The Federal Government provides campus-based student aid through Supplemental
Educational Opportunity Grants (SEOG), Perkins Loans, and Work Study. Financial aid
administrators at postsecondary institutions determine which eligible students receive aid
under general federal guidelines. Redirecting half of the campus-based aid to Pell Grants
will assure that the neediest students receive funds and that students can choose freely
from among postsecondary institutions.

9. Permanently Extend Veterans Prescription ChargelCo-Payment

This proposal would permanently extend the OBRA 1993 provision, currently expiring
September 30, 1998, that allows the VA to collect a $2 copayment for each 30-day supply
of outpatient prescription drugs not related to treatment of a service-connected disability.

10. Permanently Extend Third-Party Payment Provisions

This provision would permanently extend authorization for the VA to collect from any
health insurer that contracts to insure a veteran with service-connected disabilities the
reasonable cost of the medical care that the VA provides. Under OBRA 1993 this
authority is to expire October 1, 1998.

11. Permanently Extend PensionlMedical Care Income Verification

This OBRA 1993 provision, which is to expire on October 1, 1998, authorizes the IRS
to assist the VA in verifying the incomes reported by beneficiaries for established
eligibility to pensions and benefits.

12. Permanently Extend Resale Loan Loss Provisions

When a lender forecloses on a property purchased with a VA-guaranteed loan, the VA
employs a formula to determine whether to pay the guarantee to the lender or buy the
property and resell it. The formula includes a "no-bid" computation allowing the Secretary
to determine whether it is less expensive to the government to purchase and resell a
property in default or to simply pay off the VA guarantee. OBRA 1993 extended
authorization to continue the "no-bid" computation through September 30, 1998. This
provision would permanently extend the Secretary's authority to use the no-bid formula.

13. Stop Expansion of Rural Rental Housing

The Section 515 housing program, administered by the Farmers Home Administration
(FmHA), provides low-interest, 50-year mortgage loans to developers of multifamily
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rental projects in rural areas. These mortgages typically have interest credits that reduce
the effective interest rate to 1 percent and, in turn, lower rental costs for Section 515
tenants. This proposal stops all new commitments for assistance under Section 515.

14. Administration Reductions in Housing Programs

The House Budget Republicans accept certain of the Administration's housing reductions.
Those accepted are Lead-Based Paint Grants (the funds currently appropriated are more
than can be spent), Public Housing Modernization (the funds enable Public Housing
Authorities to correct the physical condition and upgrade the management and operation
of existing public housing), Severely Distressed Public Housing (which funds planning
grants to develop revitalization programs for severely distressed public housing, and
implementation grants to carry out such programs), Congregate Services Program
(provides meals, housekeeping, personal assistance, and other services deemed essential
for elderly and handicapped persons living in public housing which is a duplicative
program), Housing for the Elderly (which provides eligible private non-profit
organizations with capital grants to provide housing for very low-income elderly or
disabled individuals), and Reform Low-income Housing Preservation (which pays
subsidies to landlords to ensure preservation of as many as 360,000 units of low-income
housing that otherwise might be converted to other uses).

15. Child Support Enforcement

To improve child support collection, this proposal requires individuals who have been
delinquent in their child support obligations to count unpaid amounts as taxable income
and allows custodial parents a bad debt tax deduction for amounts of unpaid child support.

16. Reduce Administration "Investment" Spending

This proposal limits, to the rate of inflation, the spending increases in programs in this
category identified as "investments" in the President's FY 1994 budget submission.

PART III:
USER FEES

[Please see Appendix 1V for criteria used in developing user fee proposals in this budget
initiative.]

1. Permanently Extend U.S. Customs User Fees

Customs user fees partly cover the cost of processing merchandise and passengers by the
Customs Service. The fee, which is extended under this proposal, is not boat tax.
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SUMMARY: HUMAN EMPOWERMENT

1995-1999
1995 TOTAL

dDlafs in billions TITLE BA 0 BA 0
Job Training Block Grant -1.900 -0.589 -9.500 -7.565
Student Loan Interest Accrual -1.960 -1.330 -10.240 -9.560
Welfare Reform -0.009 -0.009 -17.234 -18.318
Reform SSDI for Alcoholics and Drug Addicts
Terminating the Eligibility of Children for SSI Disability
Substitute Vouchers for Public Housing New Construction -0.400 -0.002 -2.120 -0.622
Eliminating Operating Subsidies for Vacant Public Housing -0.056 -0.026 -0294 -0.261
Disposition of Multi-Family Housing Units -0.425 -0.425 -0.425 -0.425
Block Granting Social Services Programs 0.000 0.000 -0.300 -0.265
increase Funds for Veterans Medical Care 0.110 0.095 0.110 0.110
Reject Administration Cut in Medical and Prosthetic Research 0.000 0.000 0.000 0.000
Add FTEs to Board of Veterans Appeals 0.004 0.003 0.021 0.020
Crime Prevention and Law Enforcement 1.506 0.834 7.028 7.398
Privatiing Federal Prisons -0.085 0.081 -0.443 -0.273
Reform Marshals Service -0.005 -0.005 -0.025 -0.025
Eliminate the Legal Services Corporation -0.411 -0.362 -2.168 -2.113
Reduce State Justice Institute -0.007 -0.002 -0.014 -0.007
Reduce Funds for BATF -0.002 -0.002 -0.010 -0.010
Place a Surcharge on Civi Judgements -0.029 -0.029 -0.145 -0.145
Prospectively Adjust Civilian Retirement Age for Federal Erployees 0.000 0.000 0.000 0.000
Prospectively Adjust Military Pension COLAS 0.000 0.000 0.000 0.000
Prospectively Adjust Thrift Savings Plan 0.000 0.000 0.000 0.000
Eriminate 23 Education Programs -0.217 -0.036 -1.130 -0.879
Phase Out Impact Aid -0.210 -0.170 -3.180 -2.950
Reduce Arts and Humanities -0.107 -0.077 -0.576 -0.531
Eliminate Pell Grants for Prisoners -0.044 -0.009 -0.220 -0.184
Convert Campus Based Aid -0.700 0.000 -3.680 -2.870
Permanently Extend Veterans Prescription ChargeCo-Payment -0.072 -0.072
Permanently Extend Third Party Payment Provision -0.225 -0.225
Permanently Extend Pension/Medical Care Income Verification -0.023 -0.023
Permanently Extend Resale Loan Loss Provisions 0.000 0.000 -0.007 -0.007
Stop Expansion of Rural Rental Housing -0.480 -0.040 -2.550 -1.430
Administration Reductions in Housing Programs -3.269 -0.003 -17.029 -4.469

Umiting Increases in the Presidents Investment Spending in Function 500 -1285 -0.583 -6.774 -5.444
Limiting Increases in the Presidents Investment Spending in Function 600 -0.852 -0.399 -4.492 -3.682
Limiting Increases in the Presidents Investment Spending In Function 650 -0.104 -0.047 -0.546 -0.439
Uniting Increases In the President's Investment Spending In Function 700 -0.585 -0.122 -3.082 -2.223
Child Support Enforcement 0.000 0.000 -0.022 -0.022
Permanently Extend U.S. Customs User Fees 0.000 0.000 -2.420 -2.420

SUBTOTAL -11.521 -3.254 -81.788 -59.931
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HEALTH CARE

Health care involves principally Medicare and Medicaid, the Federal Government's two
major health care programs. Also included in this section is the House Republican health
care reform proposal.

[Please see the table at the end of this section for a summary of the budgetary impact of
these proposals.]

PART I:
MAJOR PROGRAM REFORMS

The Republican budget initiative calls for a variety of reforms designed to improve
program efficiency and effectiveness and reduce aggregate costs.

1. Republican Health Care Reform Bill

This reform consists principally of the Affordable Health Care Now Act of 1993 (H.R.
3080), as described below.

Title 1: Improved Access to Affordable Health Care. This title contains several sets
of provisions designed to expand the availability of health insurance coverage. These
provisions are the following:

Increased Availability and Continuity of Health Coverage for
Employees and Their Families. This section requires employers to offer the
option of group health insurance by making available at least one group health
plan or by withholding and forwarding employee contributions to alternative
multiple employers plans. The required plan must meet an actuarially-defined
standard and must cover a comprehensive set of services. The National
Association of Insurance Commissioners (NAIC) will develop the target actuarial
value for this standard plan. Provisions in this section also facilitate the formation
of small business groups to purchase group health insurance; prohibit the
exclusion of individuals from health coverage on the basis of pre-existing
conditions; and guarantee provider renewability of insurance.

Reform of Health Insurance Marketplace for Small Business. This
section mandates that insurers make available at least three plans to the small
group market (companies with two to 50 employees): a standard, a catastrophic,
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and a "Medisave" plan. The Medisave plan must include catastrophic insurance
integrated with a savings account to be used for medical expenses. The NAIC will
develop the target actuarial values for all three plans. The section also establishes
limitations on premium increases for small employers to assure affordable rates
for employees, and encourages states to establish re-insurance pools.

Preemption. This section prohibits any state law that would prevent the
formation of small business coalitions organized for the purchase of group health
insurance. The section also provides a limited exemption from state mandates for
multiple employer plans subject to federal standards.

Health Deduction Fairness. This section allows the self-employed and those
without employer-subsidized or government-provided insurance the same 100
percent tax deductibility for health coverage provided to other businesses.

Improved Access to Community Health Services and Rural Health
Services. This section increases authorization for Community and Migrant
Health Centers by $1.5 billion over five years; authorizes another $45 million
over five years for health care demonstration projects and special programs
available to meet health care need in rural areas; improves emergency medical
services operating in rural America; and provides federal grants to states to
develop or improve rural air transport systems for medical emergencies.

State Flexibility in the Medicaid Program: The Medical Health
Allowance Program. This section allows states to redirect Medicaid funds into
Health Allowance Programs to allow enrollment in private-market health plans
by individuals earning up to 100 percent of the federal poverty level; provides
states the option of creating sliding-scale subsidies for those earning up to 200
percent of the poverty level, coupled with pooling mechanisms for others to buy
into the program; and encourages states to coordinate with private-sector insurers
to provide coverage to more of their uninsured population. Also included are
preemptions of state laws that impede the creation or expansion of managed-care
plans. The provisions also allow states to provide coverage to Medicaid recipients
through state or federally qualified managed-care programs without waivers.

Title I: Health Care Cost Containment and Quality Enhancement This title
reduces the cost of health insurance by addressing administration and litigation issues.

Medical Malpractice Liability Reform. This section provides states with a set
of uniform standards for resolving medical malpractice disputes; mandates pretrial
alternative dispute resolution to encourage reasonable settlements; caps the
amount of allowable awards for non-economic damages; eliminates joint and
several liability for non-economic damages; and includes medical products and
devices in health care liability actions.
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8. Eliminate Medicare Payments to Hospitals for Enrollees' Bad Debts

Hospitals are responsible for collecting certain deductibles and co-payments from

Medicare beneficiaries for inpatient services. Medicare fully reimburses unpaid balances

for hospitals that have collection efforts. There is little incentive for thorough collection
activities and bad debt claims have more than doubled since program inception. Hospitals
that serve financially needy are compensated explicitly through other programs. The HI-IS
Office of the Inspector General recommends legislation to modify bad debt payment
policy. This CBO proposal would eliminate Medicare bad debt payments.

9. Managed Care for Medicaid

The state of Arizona has implemented a managed care program for Medicaid
beneficiaries, and reduced costs of providing services. Preventive care has become more
available to Medicaid recipients and hospital emergency rooms as primary care facilities
has been reduced. This proposal would require states to phase in managed care systems
and reduce reimbursement to levels consistent with those achieved by the Arizona
managed care plan.

10. Administration Budget Reductions

This proposal accepts the Administration's spending reduction proposals for FY 1995.
These include reductions to the Consumer Product Safety Commission, Health
Professionals Curriculum Assistance, Maternal and Child Health Block Grants, Indian
Health Services, Community Services Block Grants, Health Care Financing Administration
Research and Demonstration Projects, and Reimbursements to Medicare Contractors.

11. Reduce Administration "Investment" Spending

This proposal limits, to the rate of inflation, the spending increases in programs in this
category identified as "investments" in the President's FY 1994 budget submission.
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dollars in bilions TITLE
Republican Health Care Reform Bill
20% Coinsurance for Home Health Care
20% Coinsurance for Clinincal Lab Services
Relate Medicare Part B Premium to Income
Continue Medicare Part B Premium at 25% of Program Costs
Relate Medicare Part A Deductible to Income
Pro-Fund the Govemment's Share of Federal Retirees' Health Insurance
Reduce Indirect Teaching Adjustment to 3%
Biminate Medicare Payments to Hospitals for Enrollees Bad Debts
Managed Care for Medicaid
Administrtion's Budget Reductions
Umiting Increases in the President's Investment Spending in Function 550
SUBTOTAL HEALTH CARE
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SUMMARY: HEALTH CARE

1995
BA 0
3.000 3"000

-2.012 -1.710
-0.796 -0.685
-0.290 -0.290
0.000 0.000

-0.199 -0.167
0.000 0.000

-2.381 -2.072
-0.312 -0.271
0.000 0.000

-0.324 -0.267
-0.954 -0.436
-4.268 -2.898

1995-199
TOTAL

BA 0
18.000 18.000

-15.418 -14.843
-6.352 -6.178
-7.350 -7.350
0.291 0.291

-1.707 -1.650
-11.550 -11.550
-13.878 -13.453

-1.807 -1.753
-10.000 -10.000

-1.703 -1.603
-5.030 -4.051

-58.504 -54.140



NATURAL RESOURCESISCIENCE

Natural Resources issues include general science, space and technology (Function 250),
energy, (Function 270), natural resources and environment (Function 300), agriculture
(Function 350), portions of commerce and housing, and portions of income security
(Function 600). The recommendations restructure those programs that are either no longer
necessary or have failed to achieve their objectives. In addition, they reduce Federal
spending for specific activities that provide subsidies to individuals who are not poor.

[Please see the table at the end of this section for a summary of the budgetary effects of
these proposals.]

PART 1:
MAJOR PROGRAM REFORMS

The Republican budget initiative calls for a variety of reforms designed to improve
program efficiency and effectiveness and reduce aggregate costs. Among these are major
reforms in the Department of Interior and the Department of Agriculture. These reforms
are detailed Government Management section of this report.

PART I:

ADDITIONAL SPENDING REDUCTION RECOMMENDATIONS

A. Science, Space, Technology

1. Capture Savings Implied in the Baseline -Advanced Solid Rocket Motor
(ASRM)

The Advanced Solid Rocket Motor (ASRM) was designed after the 1986 explosion of the
space shuttle Challenger, as a safer motor that could carry heavier cargoes and attain
higher orbits. Over the years, however, the program's projected cost increased
significantly. The FY 1994 Republican budget proposed cancelling the ASRM. In 1993,
Congress accepted this proposal. This proposal captures savings implied in the baseline.

2. Capture Savings Implied in the Baseline - Superconducting Super
Collider (SSC)

A similar situation exists with the SSC. In 1993, Congress appropriated $640 million to
terminate the SSC. On January 14, 1993, then Secretary of Energy Watkins estimated that
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it would cost $278.1 million to terminate the program, although other estimates have been
considerably higher. This proposal assumes that no additional funds are required for the
SSC. This proposal captures savings implied in the baseline.

3. Reduce the General Science and Research Activities

The Administration proposed a reduction within the General Science and Research
Activities account for nuclear physics. This proposal accepts this reduction for Fiscal Year
1995; in the out-years, it freezes nuclear physics.

4. Limit the Rate of Growth for the National Science Foundation (NSF)

Recently, funding for the National Science Foundation has grown rapidly. This proposal
would permit all NSF accounts to grow at 1 percent less than inflation.

B. Energy

5. Permit Private Power Cogeneration

This proposal was included in the Administration's National Performance Review (NPR),
the so-called Penny-Kasich amendment, and the "Government Reform and Savings Act
of 1993." As stated in the NPR: "This would allow the private sector to cogenerate power
at DOE labs as a means of saving money."

Savings would result because civilian facilities could avoid the cost of rebuilding existing
facilities that provide steam for building heat and industrial processes. Agencies could also
lower their utility costs if the private providers sell steam and electricity at lower rates
than the agencies now pay.

The Department of Defense can enter into cogeneration arrangements with private power
producers. Those producers build and operate facilities at defense installations to provide
electricity and heat, selling off any excess electricity to private users. Title VIII of the
Shared Energy Savings amendment to the National Energy Conservation Policy Act of
1978 restricts power plants at nondefense installations from entering similar agreements.

6. Sell Alaska Power Administration (APA)

The Administration's National Performance Review stated that "[t]he federal government
should divest its interests in the Alaska Power Administration." Producing and selling
electricity is a commercial, not a governmental activity. Hence, this provision accepts the
Administration's recommendation.

7. Sell the Southeastern Power Administration (SEPA)

Since producing electricity should be a commercial, not a governmental activity, this
proposal recommends that an orderly process be developed to divest the government of
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the remaining PMAs. It assumed that the government will divest itself of the Southeastern
Power Administration (SEPA). SEPA is the next logical PMA for divestiture, since it does

not own or operate any transmission facilities. SEPA markets power generated at Corps

of Engineers hydroelectric generating plants in a 10-state area of the Southeast. Deliveries
are made by means of transmission facilities owned by others. SEPA sells power at
wholesale primarily to publicly and cooperatively-owned electric distribution utilities using
wheeling and pooling arrangements with the region's large private utilities to provide firm
power to its customers.

8. Restructure the Naval Petroleum Reserves (Elk Hills)

The Administration's budget, which proposes restructuring the government's interest in
Elk Hills, states: "Producing and selling this oil is a commercial, not a governmental
activity. There is a good reason to believe industry can run Elk Hills quite well since it
accounts for most U.S. domestic oil production." This proposal would restructure the
management and operation of the Naval Petroleum Reserve after the existing contract
expires in 1995. Chevron would be permitted to manage the facility in order to bring the
field up to commercial production standards so that it could be sold.

9. Assume Control of Hetch Hetchy

The 1913 Raker Act authorized the City of San Francisco to build water and power
facilities within the boundary of Yosemite National Park. Over the past 10 years, the City
has realized profits of $275 million from the sale of water and power from these facilities
while paying the government the required $30,000 annual fee. The Raker Act requires the
City of San Francisco to establish municipal utilities to distribute water and power directly
to city residents, in order to keep utility rates down. Because the city has failed to comply
with the directives of the Act, it is assumed the Federal Government will assume control
of the facility.

10. Reduce Funding for Energy Technology Development Efforts

This proposal reduces funding for energy technology development as follows:

Fossil energy R&D would be reduced 25 percent of its baseline levels over a five-
year period. Commercial companies already spend considerable funds to develop
new technologies. The major new technologies for enhanced oil recovery, for
example, have been developed in the private sector.

I- Energy conservation, magnetic fusion, and solar and renewable energy R&D
programs would be reduced to 50 percent of their baseline levels, phased in over
five years.

Concerning nuclear energy R&D, this proposal terminates the Advanced Neutron
Source program. It is also assumes that the remaining funds for nuclear fission
R&D will be frozen in Fiscal Years 1996, 1997, 1998, and 1999.
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11. Eliminate Future Funding for Clean Coal Technology

The Clean Coal Technology Program (CCTP) was created in 1984 to assist private
industry in developing commercial technologies that would use coal in environmentally
sound ways. After five rounds of bid solicitations, the Department of Energy (DOE) will
spend over $2.7 billion to fund and administer selected CCTP projects. The government's
spending on these projects is limited to 50 percent of total cost. This proposal would
complete projects already selected in rounds one through five of CCTP bid solicitations
but eliminate any future funding for projects.

12. Halt Purchases of Oil for the Strategic Petroleum Reserve

The Strategic Petroleum Reserve (SPR) was authorized in 1975 by the Energy Policy and
Conservation Act to reduce the vulnerability of the U.S. to interruptions in oil supplies.
Under plans developed in the 1970s, the SPR is a government-owned crude oil inventory,
stored mainly in salt caverns in Texas and Louisiana. This proposal would halt oil
purchases for the SPR and eliminate the authority to spend unspent funds for acquisitions.

13. Charge Market Prices for Electric Power

Charge Market Prices for Electric Power Hydroelectric power generated at 129 federally
owned plants is sold by power-marketing administrations (PMAs). Under current law, the
PMAs must first offer to sell most of the power generated to rural electric cooperatives,
municipal utilities, and other publicly owned utilities. Current law requires these sales be
made at cost. This proposal would eliminate the requirement to offer PSA power first to
preferred customers and would allow the PMAs to sell to the highest bidder.

14. Eliminate the Atomic Vapor Laser Isotope Separation Program

The Administration has proposed terminating the atomic vapor laser isotope separation
program. This proposal accepts that recommendation.

C. Natural Resources and Environment

15. Reduce Funding for Corps of Engineers Projects

The Administration has recommended reductions in funding for watershed planning, river
basin surveys and investigations, and the Corps of Engineers. This proposal accepts the
Administration recommendation.

16. Reduce Funding for SCS Watershed and Flood Prevention

The Administration also has proposed virtually eliminating funding for watershed and
flood prevention operations. This proposal rejects that recommendation and provides $100
million per year.
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17. Reorganize the Corps of Engineers

The National Performance Review proposed streamlining and reorganizing the Corps of
Engineers by reorganizing the headquarters offices, reducing the number of division
offices, and restructuring the district functions so as to increase the efficiency of the
Corps. This proposal accepts that recommendation.

18. Impose a Moratorium on Land Purchases

The Federal Government already owns 30 percent of the land in the United States. Some.
of this land, such as interstate highway right-of-ways, national parks, and military bases
clearly serves a legitimate purpose. Much of the land, however, is not used for any
legitimate purpose of the Federal Government or is clearly excess to the needs of the
government. Nevertheless, the Federal Government spends nearly $300 million annually
acquiring additional lands.

Although there is a need to adjust the federal land base, that could easily be accomplished
through either exchanges or acquisition with funds generated through the sale of excess
lands. This proposal imposes a moratorium on federal land purchases.

19. Eliminate Below-Cost Timber Sales

Studies have shown that state-managed forests adjacent to federally managed forests are
managed at a profit, while federal forests are not. This occurs because the Federal
Government's costs exceed those of the states'. This proposal directs the Forest Service
to bring the costs of managing their programs in line with the costs of state programs and
to do so without reducing receipts.

20. Freeze Funding for National Oceanic and Atmospheric Administration

This proposal assumes that NOAA's funding for operations and research will be frozen
at its Fiscal Year 1994 level. The proposal also accepts the Administration's
recommended reductions in funding for both construction and fleet modernization.

21. Capture Savings Implied in the Baseline - NOAA Procurement and
Modernization

In FY 1994, NOAA received funds to purchase an airplane. Because of the nature of
baseline budgeting, it is assumed, in effect, that NOAA will purchase an airplane every
year. This proposal assumes no funds are provided for this account in FY 1995.

22. De-Emphasize Permanence in Superfund Clean-Ups

Estimates of the size of the nation's hazardous waste problem and of the resources
required to resolve it have grown substantially since the Superfund program was
established in 1980. A recent Congressional Budget Office study estimated that the EPA's

The Republican Budget Initiative House Committee on the Budget
Page 36 Republican Caucus



future Superfund costs may be between $35 billion and $130 billion, depending on the
ultimate number of nonfederal NPL sites. This proposal calls for changing the mix of
methods used to protect health and the environment at Superfund sites.

The present statutory preference for permanent treatment technologies would by dropped
in favor of an emphasis on institutional controls and containment methods. A University
of Tennessee study estimated that a judicious shift toward these measures could reduce
remediation costs by 40 percent, without sacrificing health or environmental protection.
Such a shift would reduce federal expenditures on enforcement, as well as on direct
cleanup, since it would decrease the incentive for private parties to contest their hazardous
waste liabilities.

23. Eliminate Funding for John F. Kennedy Center for the Performing Arts

This proposal assumes that no funds are provided f(?r this account. These costs should be
fully recovered by those individuals who attend performances.

24. Reduce Funding for Resource Conservation and Development

The Administration has recommended reductions within the Department of Agriculture
for resource conservation and development, the Great Plains conservation program, the
agricultural conservation program, and the forestry incentives program. This proposal
accepts the recommendation.

D. Agriculture

25. Reduce Funding for Cooperative State Research Service (CSRS)

The CSRS participates in a nation-wide system of agricultural research and education
program planning and coordination between State institutions and the USDA. The
Administration did not request any funding for CSRS buildings and facilities for FY 1995
through FY 1999. This proposal funds the program at 85 percent of its Fiscal Year 1994
level. Likewise, the Administration proposed funding the CSRS at $419 million in FY
1995 and $369 million in FY 1996 through FY 1999. This proposal accepts their figure
for FY 1995 but provides $400 million in FY 1996 through FY 1999.

26. Refocus Extension Service

Under this proposal, several items, such as payments to the District of Columbia and rural
technology grants are eliminated completely. Other items, such as agricultural
telecommunications and the renewable resources extension act, would be funded at 85
percent of their FY 1994 levels. These items are Congressional earmarks that should be
funded as part of the Smith-Lever Act. According to CBO, "federal funding for some ES
activities could be reduced without undercutting the service's basic mission of educating
and assisting farmers."
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27. Reform Foreign Agricultural Trade Service

The Department of Agriculture (USDA) runs programs to promote exports and
international activities through the Foreign Agricultural Service (FAS). FAS develops
foreign markets by jointly funding overseas advertising campaigns, trade show exhibits,
and promotional materials. The Office of International Cooperation and Development
(OICD) is included within this Service. OICD collaborates on various ventures, one of
which provides training to foreign nationals with the objective of improving commercial
relationships that will benefit U.S. agriculture. The OICD program provides foreign
midlevel managers a visit to the United States and training in agriculture. According to
CBO, the benefits to U.S. agriculture are unknown. This proposal would eliminate OICD.

28. Reduce Agricultural Research Service

The Department of Agriculture (USDA) has three agencies that conduct and support
agricultural research and education. The Agricultural Research Service (ARS), the
USDA's internal research arm, operates at locations throughout the country; its research
focuses on maintaining and increasing the productivity of the nation's land and water
resources, improving the quality of agricultural products and finding new uses for them,
and improving human health and nutrition. According to the Congressional Budget Office,
however, research grants provided by the ARS may be replacing funding from the private
sector. This proposal would provide funding at 85 percent of its Fiscal Year 1994 level
for the ARS and at 85 percent of its Fiscal Year 1994 level for its buildings and facilities.

29. Reform Farmers Home Administration

The Farmers Home Administration (FmHA) lends money directly to new farmers or
farmers with limited means who cannot obtain loans elsewhere for purchasing land or
materials to operate a farm. FmHA makes some of these loans at interest rates that
approximate the Treasury's cost of borrowing money. Nearly 70 percent of the money
spent on direct loans, however, is for loans make to so-called limited-resource borrowers
at interest rates below that of the Treasury. This proposal would eliminate below-cost
farm loans. In addition, this proposal assumes that the provision in the Consolidated Farm
Act that requires continued FmHA lending after a loan default or write-down is repealed.

30. Terminate The Honey Program

Legislation to eliminate federal support for honey has passed the House and is pending
in the Senate. This proposal assumes the termination.

E. General Government

31. Terminate Annual Direct Assistance to Northern Marianas

Legislation to terminate annual direct assistance grants to the Northern Mariana Islands
has already passed the House of Representatives as part of H.R. 3400, the Government
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Reform and Savings Act. That legislation is currently pending in the Senate. This proposal
assumes the termination.

32. Reduce Administration's "Investment" Spending

This proposal limits, to the rate of inflation, the spending increases in programs in this
category identified as "investments" in the President's FY 1994 budget submission.

PART III:
USER FEES

[Please see Appendix IV for criteria used in developing user fee proposals in this budget
initiative.]

1. Marine Sanctuary Fee

The Administration has proposed charging fees to support the operation of the National
Marine Sanctuaries. This proposal accepts the recommendation.

2. Aeronautical Chart Fee

The Administration has proposed charging fees to support the costs of maintaining and
distributing aeronautical charts. This proposal accepts the recommendation.

3. Increase Recreational User Fees

Studies show that federal recreational users can generally afford to pay reasonable fees
and that they support such fees, when funds are returned for use at the particular site.

4. Decommissioning and Decontamination Fees

This proposal follows a recommendation from the Administration's FY 1994 budget.
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SUMMARY: NATURAL RESOURCESISCIENCE

1995-1999
1995 TOTAL

dollars in billions TITLE BA 0 BA 0

Advanced Solid Rocket Motor (ASRM) .0.103 -0.067 -0542 -0.4

Superconducting Super Collider (SSC) -0.657 -0.493 -3.472 -3.288

Reduce General Science and Research Activities -0.058 -0.044 -0.393 -0.369

Limit Rate of Growth for the National Science Foundation -0.030 -0.012 -0.476 -0.346

Permit Private Power Cogeneration 0.000 0.000 -0090 -0.061

Sell Alaska Power Administration (APA) 0.000 0.000 0.018 -0.016

Sell Alaska Power Administration (LOSS OF RECEIPTS) 0.000 0.000 0.044 0.044
Sell Alaska Power Administration [ASSET SALE] 0.085 -0.085 -0.085 -0.085

Sell Southeastern Power Administration (SEPA) 0.000 0.000 -0.099 -0.068

Southeastern Power Administration (LOSS OF RECEIPTS) 0.000 0.000 0.555 0.555
Southeastern Power Administration (ASSET SALE] -1.100 -1.100
Restructure the Naval Petroleum Reserves (Elk Hills) 0.030 0.017 0.160 -0.143
Assume Control of Hatch Hetchy -0.025 -0.025 -0.125 -0.125
Reduce Funding for Energy Technology Development -0.175 -0.067 -2.816 -2.139
Eliminate Future Funding for Clean Coal Technology 0.000 0.000 -0.475 -0.019
Halt Purchases of Oil for Strategic Petroleum Reserve 0.000 -0.068 0.000 -0.362
Charge Market Prices for Electric Power 0.000 0.000 -4.800 -4.800
Eliminate the Atomic Vapor Laser Isotope Separation Program -0.100 -0.100 -0.500 -0.500
Reduce Funding for Corps of Engineer Projects -0.646 -0.414 -3.654 .-3.274
Reduce Funding for SCS Watershed and Rood Prevention -0.514 -0.112 -2.910 -2.255
Reorganize Corps of Engineers 0.000 0.000 0.000 0.000
Impose a Moratorium on Land Purchases -0.261 -0.085 -1.387 -1.066
Eliminate Below-Cost Timber Sales 0.000 0.000 -0.175 -0.155
Freeze Funding for National Oceanic and Atmospheric Admin. (NOAA) -0.067 -0.040 -0.982 -0.805
NOAA Aircraft Procurement and Modernization -0.046 .0.007 -0.667 -0.181
De-Emphasize Permanence in Superfund Clean-ups -0.420 -0.090 -1.940 -1.140
Eliminate Funding forJohn F. Kennedy Centerforthe Perforning Arts -0.021 -0.013 -0.113 -0.102
Reduce Funding for Resource Conservation and Development -0.131 -0.061 -0.738 -0.610
Reduce Funding for Cooperative State Research Service -0.042 -0.018 -0.428 -0.331
Extension Service Refocus -0.104 -0.063 -0.552 -0.505
Reform Foreign Agricultural Trade Service -0.007 -0.004 -0.037 -0.033
Reduce Agriculture Research Service -0.170 -0.110 -0.920 0.830

Farmers Home Administration -0.082 -0.075 -0.431 -0.423
Terminate the Honey Program -0.004 -0.004 -0.003 -0.003
Terminate Annual Direct Assistance to Northern Marianas -0.028 -0.140 -0.084
Limiting Increases in the Presidents Investment Spending in Function 250 -0.497 -0.118 -2.622 -1.921
Limiting Increases in the Presidents Investment Spending in Function 270 -0293 -0.173 -1.543 -0.859
Limiting Increases in the President's Investment Spending in Function 300 -2.428 -0.657 -12.803 -9.586
Limiting Increases in the President's Investment Spending in Function 350 -0.199 -0.097 -1.048 -0.882
Marine Sanctuary Fee -0.003 -0.003 -0.015 -0.015
Aeronautical Chart Fee -0.003 -0.003 -0.015 -0.015
Increase Recreational User Fees -0.100 -0.100 -0.600 -0.600
Decommissioning and Decontamination Fees -0.008 -0.008 -0.041 -0.041
SUBTOTAL -7.336 -3232 -48.315 -39.034
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PHYSICAL CAPITAL

This section includes programs in the Commerce and Housing Credit, Transportation, and
Community and Regional Development Functions. Budget Committee members used the
following criteria in developing deficit reduction options in this area:

I- Federal Bureaucrats have been poor bankers. The government can expand home
ownership most effectively by guaranteeing loans made by private institutions -

not by lending funds directly to purchasers.

0. Federal dollars should be spent on programs in the a national interest, not
programs that benefit a specific locality or constituency.

0 Federal grants should be allocated by formula and based on need - not the
influence of members.

[Please see the table at the end of this section for a summary of the budgetary effects of
these proposals.]

PART I:
MAJOR PROGRAM REFORMS

A. Housing

1. Housing Credit Reform

Replace All FmHA Direct Loans with Loan Guarantees, Phased in
Over 5 Years. This proposal would eliminate the Farmers Home Administration
direct program, and replace it with an equal amount of subsidized guaranteed
loans. Lower interest rates have created greater opportunities for use of subsidized
guaranteed loans rather than direct loans. The Administration proposed reducing
direct loans by 25 percent in FY 1994.

Add One-Percent Fee for FmHA Guaranteed Loans. This proposal would
charge a one-percent fee on Farmers Home Administration single-family loan
guarantees. This fee would defray the costs of administering the program. A
similar fee is charged on other FmHA guaranteed loans.
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Increase to 30 Percent Payments for FmHA Direct Loans. Through
FmHA, eligible borrowers can purchase homes by spending a portion of their

income - generally 20 percent - on principal, interest, taxes and insurance. In

contrast, almost two-fifths of all low-income homeowners in metropolitan and

non-metropolitan areas spend more than 30 percent of income on housing.

Increasing the borrowers payments would reduce the present value of the
mortgage interest subsidies and the cost of future defaults. This would also

eliminate disparities between the FmHA Section 502 programs and home
ownership programs sponsored by HUD.

Federal Housing Administration Credit Enhancement Reform. This

proposal would turn originating and servicing for FHA loans only over to either

private industry or a Government Sponsored Enterprise, such as Fannie Mae,
while retaining the federal government's role as a credit enhancer. The govem-
ment has done a poor job originating and servicing loans and serving as a
secondary market intermediary. For example, the FHA mortgage approval process
is inefficient and frustrating to the originating institution and homebuyer. In
addition, FHA has a multi billion dollar inventory of properties in foreclosure.

This proposal will decrease Federal Government risk, reduce the size of the federal bu-
reaucracy, and provide better housing for low and low middle income families. "

B. Transportation

2. Capitalize on State and Local Government Flexibility in Transportation
Decision-Making

This proposal builds on the flexibility concept contained in ISTEA, which permitted
highway funds to be spent on a variety of transportation projects. The flexibility would
allow states and localities to make the wisest transportation investments for their regions.
The savings for this proposal will be achieved through reducing the federal share of
qualifying mass transit investment costs to 50 percent with a corresponding reduction in
BA and obligations, eliminating mass transit operating subsidies and through administra-
tive savings.

3. Reduce the Operating Subsidy for Amtrak and the Northeast Corridor
Improvement Program

When Congress established Amtrak in 1970, it expected to provide subsidies only for a
limited time, until Amtrak could become self supporting. In the early 1980s federal
funding for Amtrak was substantially reduced. Amtrak then raised fares and reduced costs.
Reducing the operating subsidy and funding for the Northeast Corridor Improvement
Program in half would force Amtrak to intensify its efforts to cut costs and expand reve-
nues. Additionally, many argue that passenger rail service should compete on a level
playing field with other modes of transportation - without the advantage of federal
subsidies. Reducing Amtrak's subsidies begins the move to a more competitive arena.
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4. Create Air Traffic Control Corporation Owned by Users

This proposal calls for the Federal Aviation Administration to spin-off its air traffic
control function into a private corporation. The corporation would raise capital for
modernization by selling stock to users, and would charge user fees to generate operating
revenue. Under this proposal, the safety and regulatory functions of the Federal Aviation
Administration would remain within the Department of Transportation. Currently, the
Federal Government pays for nearly 25 percent of FAA costs, totaling about $12 billion
over five years. The savings for this proposal are achieved by having users fully fund the
remaining FAA functions through the reduced ticket and waybill taxes.

C. Community and Regional Development

5. Consolidate Economic Development Funds into Single Economic
Development Block Grant

This proposal calls for consolidating Community, Regional and Economic Development
programs into a single, formula block grant. This consolidation would include Community
Development Block Grants, the non-defense activities of the Economic Development
Administration, the Appalachian Regional Commission, and the economic development
activities of the Tennessee Valley Authority and the Rural Electric Administration:These
programs serve overlapping constituencies. Through consolidation, better targeting, and
eliminating redundant programs, the total grant amount could be reduced by 10 percent.
An additional 25 percent of the remaining amount would be converted to guaranteed loans
without adversely affecting program goals.

This consolidation serves several purposes: a) reduces administrative costs, b) allows
states and local governments the flexibility to choose how best to allocate resources, c)
removes congressional politics and influence from economic development funding, and
e) reduces community development funding for the most affluent communities.

PART II:

ADDITIONAL SPENDING REDUCTION RECOMMENDATIONS

1. Reduce SBA Business Loan Subsidies and Directed Grants

This proposal, included in the Administration's plan last year, would reduce loan losses
on loans made to small business by private lending institutions under the SBA Section
7(a) loan program. This would be accomplished by decreasing the federal guarantee on
loans to an average of 75 percent. This proposal would also reduce SBA directed grants
by $416 million over five years.

2. Improve Pricing for Commercial and Recreational Uses of Public Lands

The Federal Government owns and manages nearly 650 million acres of land in the US.
This land is used in a wide variety of ways, including recreation and water reclamation.
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For most commercial and some recreational uses, the government is compensated - often

by fees. In some cases, those fees may not provide the government with a fair return, and

underpricing may lead to overuse. Better pricing could increase federal receipts, and
alleviate overuse by reducing commercial and recreational activity. Additionally, with fee

increases, taxpayers would not have to bear the costs of police protection and other
services that benefit only users.

3. Reduce Spending for the High Performance Computing and Communica-
tions Program

The High Performance Computing Act of 1991 established the multiagency High
Performance Computing and Communications Program (HPCC) to further the develop-
ment of technology for super computers and high speed computer networks. CBO has
recommended reducing the program by 25 percent, and concentrating the reductions on
research and development for super computer technology.

"Focusing any reductions.., on super computer R&D makes sense because the federal
government's efforts to promote the commercial use of parallel super computer
technology are running counter to the direction that the computer filed is taking. HPCC
planners are promoting so-called massively parallel super computers. The trend in the
field, however, is toward a wider use of engineering workstations - high-powered
technical versions of the personal computer.

4. Cut Public Telecommunications Facilities Program

Over $500 million has been spent on Commerce Department grants to bring public radio
and television to remote areas. More than 95 percent of Americans now receive public
broadcasting, fulfilling the goal of this program created in the early 1960s. This program
is now used as an operating subsidy to upgrade existing stations, not the original mission.
For FY 1995, the Clinton Administration is requesting a reduction in budget authority for
the Public Telecommunications Planning and Construction Account from $24 million in
FY 1994 to $11 million in FY 1995. The Administration, however, is also requesting an
increase in Information Infrastructure Grants from $26 million to $100 million.

5. Eliminate the Advanced Technology Program

The Omnibus Trade and Competitiveness Act of 1988 established the ATP within the
Commerce Department's National Institute of Standards and Technology. The program
awards R&D grants on the basis of merit to individual companies, independent research
institutes, and joint ventures. The grants support research in generic technologies that have
applications to a broad range of products, as well a pre-competitive research. Many
question whether the federal government is capable of picking projects with the most
potential for technological and commercial success. Furthermore, those projects that stand
out as clear "winners" might have been funded by the private sector anyway. One
privately funded study suggests that as many as half of AT? projects in 1990 would
probably have been underfaken without ATP support.
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6. Reduce the Current Federal Fuel Tax Subsidy for Ethanol

The ethanol subsidy gives ethanol an unfair advantage over other alternative fuels and
studies have estimated that ethanol has nearly a 40-percent greater "greenhouse" emissions
than gasoline. This proposal would reduce the current subsidy by 50 percent.

7. Eliminate Low Priority Transportation Projects

Last year, the Administration proposed "eliminating a wide variety of lower-priority
projects which have been funded by the Department of Transportation." Projects are
defined as "low-priority" because, for example, they do not appear on states' lists of
priority projects. This proposal does not affect highway demonstration projects.

8. Eliminate Funding for Coast Guard Alteration of Bridges

The Administration has proposed eliminating the Coast Guard's share of the costs for
altering or removing bridges determined to be obstructions to navigation. Under this
proposal, the federal share of such projects will be financed from bridge program funds
of the Federal Highway Administration.

9. Reduce Administration's "Investment" Spending

This proposal limits, to the rate of inflation, the spending increases in programs in this
category identified as "investments" in the President's FY 1994 budget submission.

PART Ill:
USER FEES

[Please see Appendix IV for criteria used in developing user fee proposals in this budget
initiative.]

1. Permanent Extension of 50 Percent of Patent and Trademark Fees

The Patent and Trademark Office (PTO) is self financed through various user fees. The
standard patent fee was increased by the Omnibus Reconciliation Act of 1990 by adding
a surcharge, which is set to expire in 1995. This proposal raises the standard fee to
incorporate 50 percent of the surcharge and allows the standard fee to increase with
annual adjustments to the CPI.

2. Federal and Federally Sponsored Enterprise Fees

GSEs were originally created by the Federal Government to allocate credit to specific
sectors of the economy. Most are now privately owned. As a result of their "quasi-
government" status, these agencies enjoy certain privileges that give them a competitive
edge against their purely private counterparts. Financial markets treat their securities more
as if they were issued or backed by the Treasury, rather than as the issues of private
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corporations. The fees would bring the GSEs' debt and security costs closer to the costs

of similar credit to private borrowers. The fees would be assessed on new securities issued

after September 30, 1994. The GSEs affected by the proposal include the Student Loan

Marketing Association (Sallie Mae), the Federal National Mortgage Association (Fannie

Mae), the Federal Home Loan Mortgage Corporation (Freddie Mac), and the College

Construction Loan Insurance Association (Connie Lee).

3. Enforce Fee Collection for Harbor Maintenance

Currently, the Customs Service administers the harbor maintenance fee at a minimum

level, often only on a voluntary basis. More active collection efforts could significantly

increase revenues at very low cost. The present policy of allowing some fees to go unpaid

forces taxpayers to fund operating costs of the shipping industry and promotes inefficient

shipping practices.

4. Increase Customs Tonnage Duty Fees by 150 Percent

This proposal would increase the existing tonnage duty fees by 150 percent. These fees

would offset the costs of services provided to the maritime industry by the Coast Guard.

5. Increase SBA Servicing Fees

This proposal would impose a $15 per hour fee on individuals obtaining assistance from
Small Business Development Centers. It also imposes fees for certain SBA publications,
administrative loan servicing and SBA's electronic bulletin board.

6. Fees for Certification and Surveillance of Foreign Repair Stations

This would permit recovery of full costs associated with the Federal Aviation Administra-
tion's certification and surveillance of foreign repair stations, and lowers the appropriation
for this account by an amount equal to the estimated receipts.
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SUMMARY: PHYSICAL CAPITAL

dollars in billions TITLE
Housing Credit Reform
State and Local Government Flexibility in Transportation Decision Making
Reduce Operating Subsidy for Amtrak and the NE Corridor Improvements
Create Air Traffic Control Corporation Owned by Users
Create Air Traffic Control Corporation [LOSS OF RECEIPTS]
Consolidate Economic Development Funds into a Single Block Grant
Reduce SBA Business Loan Subsidies and Directed Grants
Improve Pricing for Commercial and Recreational Uses of Public Lands
Reduce Spending for the High Performance Computing Program
Cut Public Telecommunications Facilities Program
Biminate the Advanced Technology Program
Reduce by 50% the Current Federal Fuel Tax Subsidy for Ethanol
Eliminate Low Priority Transportation Projects
Eliminate Funding for Coast Guard Alteration of Bridges
Limiting Increases in the Presidents Investment Spending in Function 370
Limiting Increases in the President's Investment Spending in Function 400
Limiting Increases in the Presidents Investment Spending in Function 450
Permanent Extension of 50% of Patent and Trademark Fees
Federal and Federally Sponsored Enterprise Fees
Enforce Fee Collection for Harbor Maintenance
Increase Customs Tonnage Duty Fees by 150%
Increase SBA Servicing Fees
Fee for Certification and Surveillance of Foreign Repair Stations

SUBTOTAL
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1995
BA 0
-0263 -1.686
-1.117 -0.541
-0.592 -0.407
-6.144 -6.070

2.254
-0.720 -0.040
-0.143 -0.104
-0.155 -0.155
-0.280 -0.110
-0.025 -0.003
-0.206 -0.066
-0.338 -0.338
-0.370 -0.190
-0.013 -0.003
-0.277 -0.132
-0.677 -0.336
-2.496 -0.599
0.000 0.000

-0.059 -0.059
0.000 0.000

-0.100 -0.100
-0.010 -0.010
-0.002 -0.001

-13.987 -8.696

1995 - 1999

TOTAL
BA 0

-1.405 -2.
-5.894 -6.,
-3.123 -2.

-33.046 -32.,
0.000 14.1
-3.795 -2.;
-1.021 -0.
-0.830 -0.
-1.480 -1.;
-0.131 -0.
-1.089 -0.5
-1.690 -1.6
-1.921 -1.5
-0.070 -0.0
-1.462 -1.
-3.568 -3.

-13.164 -9.5
-0.174 -0.1
-2.570 -2.5
-0.400 -0.,
-0.500 -0.
-0.060 -0.C
-0.010 -0.C

-77.403 -58.2

857
932
840
523
005
260
939
830
230
085
819

690
537
051
226
044

677
74
70
400
500
060
009
'48



GOVERNMENT MANAGEMENT

Government management covers a wide range of issues, from personnel to administration
to regulations to loan programs. But an underlying principle is that government officials
should strive at all times to achieve the greatest possible efficiency with the public dollars
for which they are responsible. Restraining the funds available for operating government
agencies should be seen as a necessary incentive toward innovations that lead to more
efficient practices.

[Please see the table at the end of this section for a summary of the budgetary effects of
these proposals.]

PART I:
MAJOR PROGRAM REFORMS

The Republican budget initiative calls for a variety of reforms designed to improve
program efficiency and effectiveness and reduce aggregate costs.

1. Restructure the Department of Interior

The Department of the Interior is the accumulation of 200 years of public land history.
Many features of the Department no longer make sense. In particular, the Department
does many things that are properly state and local responsibilities or could be better done
in the private sector. The descriptions below detail how the major activities and agencies
in the Department would be restructured under this plan.

Federal Land Management This proposal would consolidate, into a single
land management agency, to manage lands that are of National Significance.
These lands include most units of the National Park Service, Wilderness areas,
Wild and Scenic Rivers, Special Management areas, and most existing Wildlife
Refuges. This approach will facilitate integrated resource management. Savings
are achieved by eliminating field and Washington D.C. offices; reducing the
duplicative programs among the agencies; and eliminating non-essential functions.

The Bureau of Mines. This proposal would abolish the Bureau of Mines.
Legislation phasing out the Mineral Institutes program, a relatively small part of
the BOM, has already passed the House following its proposal by the Administra-
tion.Many of the bureau's original functions have been taken over by other
agencies. DOE, for example, collects data on minerals used for generating energy.
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The BOM is limited to gathering information on hardrock minerals and
conducting research on mining techniques. Opponents of this proposal would
argue that BOM also gathers information about environmental and physical
conditions at current and abandoned mining sites. To address these concerns,
health and safety research that justifies a federal involvement would be
undertaken by other agencies.

Helium Processing and Storage Facilities. To conserve helium for essential
government use and promote the development of a private helium industry, the
Federal government in 1960 began purchasing and storing helium. This action
was taken in anticipation of a predicted critical shortfall of helium supply for
Federal users. Defense activities, such as the intercontinental ballistic missile
program and the space program, greatly expanded both the immediate and future
demand for helium. The government now owns a large helium stockpile in
Amarillo, Texas capable of meeting projected needs for about the next 100 years.
In addition, the Department of Interior has been successful in its efforts to spur
the growth of a private helium industry.

This proposal would sell all physical assets associated with the Federal helium
industry, excluding the government-owned crude helium inventory. The Federal
government, however, would maintain the federal -helium reserve. In addition, it
is assumed that government agencies can purchase helium from the private sector.

Geological Survey. This proposal would abolish the Geological Survey. The
basic research functions would be assumed by the National Science Foundation.
Mapping would be eliminated, since that can be provided by either private
operators or the Department of Defense when national security is involved. The
Federal-state cooperative program of water division would be eliminated, since
state can buy water studies from private consultants. EPA would assume any
necessary role in stream monitoring.

National Biological Survey. This proposal would abolish the National
Biological Survey, which has not been authorized and is not following the
proposed guidelines offered by the Secretary. The essential funding and staffing
that was removed from the Department of the Interior land management agencies
would be restored to the new Federal Land Management Agency. The basic
research function of inventorying and monitoring plants and animals would be
transferred to the NSF, along with such staff and funding as were assigned to this
agency at the Department prior to FY 1994.

Minerals Management Service. This proposal would sharply downsize the
Minerals Management Service in light of the greatly reduced sale of Outer
Continental Shelf (OCS) leasing. All OCS regional offices would be closed,
except New Orleans. The future royalty streams of existing federal offshore leases
would be sold, thereby getting rid of many problems and unnecessarily large
expenses associated with federal collection of the royalties. The mineral
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development rights for OCS areas with marginal development prospects would be
transferred to nearby states. The Federal Government would retain an overriding
royalty on any development of these resources that might occur in later years.

Bureau of Reclamation. This proposal accepts the recommendations of the
Vice President's National Performance Review (NPR). The NPR stated:
"Downsizing BOR will result from completing construction of currently funded
water supply projects and eliminating the traditional civil works program. The
anticipated reduction in the construction budget will come from a 4-percent to 6-
percent decrease in personnel by the end of fiscal year 1995, and from a reduction
in construction activities (which are contracted out to private firms). Upon
adoption of the revised mission in 1995, an additional personnel reduction of 14
percent is anticipated ...BOR could sell or transfer title on single-purpose
projects. There are currently 39 projects which could be transferred over the next
six-year period ... Eliminating the R&B loan program would prevent approval
of 11 proposed projects with a cost of $132 million . . . After eliminating the
program, current R&B loan applicants could apply for SRPA loans ...
Reforming the SRPA loan program could reduce federal subsidies by about 50
percent. The current subsidy averages 44 percent per dollar loaned."

Bureau of Indian Affairs. This proposal would accelerate the trend toward
self-determination for Native Americans. It transfers the direct management of
tribal commodities to the tribes themselves, and phases out government financial
assistance for management costs. The reinvented BIA will provide block grants
(as is already being done under the experimental "self-governance" program,
rather than engaging in the direct provision of services or the direct supervision
of tribal activities. This proposal also assumes that the number of area offices will
be reduced from 12 to 4, and federal subsidies will be eliminated to tribes which
are economically self-sufficient.

Office of Territorial and International Affairs. The Office of Territorial and
International Affairs will be reinvented in the following manner: All responsibili-
ties of the Office relating to the administration and termination of the Trust
Territory of the Pacific Islands and the implementation of the Compact of Free
Association will be transferred to the Office of Pacific Island Affairs of the
Department of State; all responsibilities of the Office relating to technical
assistance and operations and management assistance will be transferred to the
Department of Commerce; and the position of Assistant Secretary for Territorial
and International Affairs will be eliminated.

2. Restructure U.S. Department of Agriculture

When the U.S. Department of Agriculture was created, it had a straightforward mission:
to improve agricultural productivity by conducting scientific research and to disseminate
information to farmers. Since then, USDA has been given a broad range of new programs
and missions: public land management and forestry in 1905; the stabilization of farm
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incomes and rural development during the New Deal; international food assistance and
foreign market development programs during the 1950s; and domestic food assistance in
the 1960s. Although USDA's mission has changed dramatically during this time period,
its organizational structure and management practices have remained largely unchanged.
As a result, USDA is ill-suited to confront the new challenges facing the Department. The
proposals that are included in this section are intended to begin the process of reinventing
the USDA. In addition, it recognizes that production agriculture was reduced in the Food,
Agriculture, Conservation, and Trade Act of 1990 and the Omnibus Budget Reconciliation
Act of 1993. This proposal does not seek additional cuts in those areas where major
reductions have already occurred.

The descriptions below detail how the major activities and agencies in the Department
would be restructured under this plan.

0. Farm Agencies' Field Offices. The Department of Agriculture (USDA) has
several agencies that use extensive networks of local field offices to administer
farm programs. The Agricultural Stabilization and Conservation Service (ASCS)
administers commodity and land-use programs. The Soil Conservation Service
(SCS) directs the national soil and water conservation program. The Farmers
Home Administration furnishes credit to farmers and other rural residents. The
Federal Crop Insurance Corporation provides crop insurance to farmers. -

A 1991 report by the General Accounting Office (GAO) found that the ASCS and
SCS have offices in more than 85 percent of the 3,150 counties in the United
States, and the Farmers Home Administration has offices in over 60 percent of
the counties. Each agency employs state-level managers to oversee local
operations. The GAO report, which, concluded that this highly decentralized
operational structure is inefficient and costly, recommended extensive administra-
tive streamlining. It suggested that the USDA could improve efficiency and save
money through the collocation and consolidation of field offices and through
improvements in sharing resources.

This proposal calls for closing 1,200 local offices; it would also reorganize the
department's headquarters, cutting the number of separate agencies and support
staffs. The plan would eliminate 7,500 full-time positions throughout the USDA
over five years.

Critics of cutting field staffs and offices are concerned that services to farmers
would suffer. Moreover, office closing will certainly cause some farmers to have
to travel farther to receive services.

Restructure Non-Farm Service Agencies. The remaining agencies within
USDA, including the Forest Service, the Animal and Plant Health Inspection
Service, the Food Inspection Service, the Federal Grain Inspection Service, the
Agricultural Marketing Service, the Packers and Stockyards Administration, and
the Extension Service, also have numerous field offices. This proposal would
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consolidate or collocate an additional 15 percent of their offices. In addition, this
proposal would greatly improve the safety inspection process through automation.

3. Eliminate the Interstate Commerce Commission

Since the passage of the 1980 Motor Carrier Act and the Staggers Rail Act of 1980 most
of the Interstate Commerce Commission's duties have been eliminated, and even a former
ICC Commissioner concedes the agency's duties are duplicative. The 106-years-old
agency, with only 640 employees and $45 million-a-year budget, could be folded into the
Department of Transportation. An appropriations amendment to that affect was narrowly
defeated in the House last year.

4. Eliminate the U.S. Travel and Tourism Administration and the Trade
Promotion Activities of the International Trade Administration

The U.S. Travel and Tourism Administration promotes the United States as a tourist
destination for foreign travelers. The International Trade Administration provides services
to U.S. industries such as export promotion, marketing services, and development of
remedies for long-range trade and investment problems. Both the ITA's and the USTI'A's
activities effectively subsidize the industries involved. These subsidies are an inefficient
means of helping the industries because they are partially dissipated to foreigners -in the
form of lower prices for U.S. exports and for lodging and other tourist expenses.

5. General Non-Defense Personnel Reductions, Executive Branch

During FY 1993, the Administration's National Performance Review recommended an
Executive Branch workforce reduction of 252,000. This proposal refines and enhances that
recommendation.

The major agency restructuring contained in this report - including those in the
Departments of Agriculture and Interior and the Federal Aviation Administration -
clearly will have workforce effects. The projected savings from those workforce
reductions, as well as other streamlining recommendations elsewhere in this budget
initiative, are assumed in those specific proposals.

In addition to those reductions, this budget initiative calls for a general workforce
reduction in non-defense Executive Branch agencies of 162,472 over five years. All of
these reductions are to occur in civilian agencies only, not in the Department of Defense.
These reductions should be readily achievable within the normal attrition rate (roughly 4
percent to 8 percent a year) even after excluding Pentagon personnel and accounting for
workforce reductions from other agency restructuring proposals in this budget initiative.

6. Reject Administration's Proposed Pay Cut for Federal Employees

This proposal rejects the Administration's proposed pay cut for federal employees.
Projected pay increases for federal employees range from 3.3 percent to 3.7 percent a year
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for 1995 through 1999. The Administration budget calls for "national and locality pay
increases [that] would sum to 1.6 percent in 1995, 2.2 percent in 1996, 2.5 percent in
each year, 1997 through 1999." These "adjustments," as the Administration terms them,
amount to a pay reduction.

7. Eliminate the Administrative Conference of the United States

The Administrative Conference conducts studies of the procedures that agencies and
departments use. The Conference issues formal recommendations for improvements, but
the recommendations are often ignored by both the executive and legislative branches.

PART I[:
ADDITIONAL SPENDING REDUCTION RECOMMENDATIONS

Various other proposals that can help reduce federal spending include the following:

1. Repeal Davis-Bacon

Since 1935, the Davis-Bacon Act has required that "prevailing wages" be paid on all
federally funded or federally assisted construction projects with contracts of $2,000 or
more. The procedures for determining prevailing wages in the area of a construction
project, as well as the classifications of workers who receive them, favor union wage
rates. Federal outlays would be reduced as federal procurement costs fell due to greater
competition among contractors. In addition, the opportunities for employment would
increase for less skilled workers.

2. Repeal Successorship Provisions in Federal Service Contracts

The McNamara-O'Hara Service Contract Act of 1965 requires covered contractors and
their successors to provide wages and benefits at least equal to the locality's prevailing
standards or those in a collective bargaining agreement of the previous contractor.

3. Reform GovernmentInformation Dissemination and Printing Improvement

Under this proposal, the position of Public Printer and all functions of the position of
Public Printer are transferred from the Legislative Branch to the Executive Branch of the
Federal Government.

4. Reduce the Budget of the Export Administration

The Export Administration (EA) of the Department of Commerce enforces U.S. export
laws to promote national security and foreign policy objectives. Part of its activities
include detecting and preventing foreign distribution of U.S. Goods and technical data that
are controlled for reasons of national security or foreign policy. With the demise of the
former Soviet bloc and the elimination of sanctions against South Africa, the agency could
absorb a reduction. The member countries of the Coordinating Committee on Multilateral
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Export Controls (COCOM) have agreed in principle to abolish COCOM by March 31,
1994, and to replace it with a new organization that would include Russia. Western allies
would still withhold some products from Russia, but many restrictions would be lifted.

5. Moratorium on Construction and Acquisition of New Federal Buildings

The National Performance Review stated in part: "Over the next five years, the Federal
Government is slated to spend more than $800 million a year acquiring new federal office
space and courthouses. Under current conditions, however, those acquisitions don't make
sense." The review recommended that the GSA administrator place a hold on GSA's
acquisitions and begin aggressive negotiations for existing and new leases to further
reduce costs. This proposal would place a moratorium only on projects not currently in
the design phase. Construction and acquisition projects for which funds already have
been authorized would not be affected.

6. Cap SES Accrued Leave

Most federal employees may accumulate unused up to 30 days of vacation leave. But the
8,000 people in the Senior Executive Service may accumulate unlimited leave. This
provision would equate SES with other federal employees, limiting them to 30 days of
unused leave that can be carried over. Overtime already accumulated would remain with
the employee until used. Unused overtime would be paid off at retirement. The provision
would not affect overtime accrued by those involved in criminal investigation.

7. Terminate Certain Boards and Commissions

This provision eliminates I I specific non-statutory boards and commissions. The
President's A Vision of Change for America pledges "an executive order requiring the
elimination of more than 200 non-statutory Federal advisory committees that currently
operate throughout the Government." The Administration has not identified these boards.

8. Reduce the Number of Political Appointees

This proposal would cap the number of political appointees at 2,000. The term "political
appointee" refers to employees of the federal government who are appointed by the
President, some with and some without confirmation by the Senate, and to certain policy
advisors. Total employment in such positions will average about 2,900 over the next five
years. The National Performance Review called for reductions in the number of federal
managers and supervisors but made no effort to include those manager and supervisors
who were political appointees. The National Commission of the Public Service (otherwise
known as the Volker Commission) called for limits on the number of political appointees.

9. Reduce the Overhead Rate on Federally Sponsored University Research

Federal spending for research and development (R&D) performed at universities covers
both direct and overhead costs. The major direct costs of research are wages for scientists,
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engineers, and technicians, and payments for materials and specialized equipment.
Overhead costs allocated to federal research include research-related administrative
overhead, library, and student service, and buildings and equipment used in common. In
1990, 46 cents in overhead costs were paid for each dollar spent on direct research costs.
The proposal freezes the payment rate for overhead at 90 percent of their current level.

10. Reduce Loan Guarantees Made Under the USDA's Export Credit
Programs and Eliminate Loans to High-Risk Borrowers

The Federal Government guarantees short-and intermediate-term loans made by
commercial banks to finance foreign purchases of U.S. agricultural commodities and
products. When a foreign buyer misses a loan payment, the bank making the original loan
submits a claim to the U.S. Department of Agriculture. The USDA reimburses the bank,
takes over the loan, and attempts collection. Legislation requires that a minimum of $5.5
billion in loan guarantees be made annually, although actual levels have been lower. This
option would limit annual guarantees to $3.6 billion - about $1 billion less than assumed
in the baseline.

11. Reduction of Fertilizer and Environmental Funds from Tennessee Valley
Authority

The annual appropriation for the TVA provides federal support for the TVA's stewardship
of its lands, facilities, and natural resources, and provides recreational programs, promotes
public use of its land and water resources and operates the National Fertilizer and
Environmental Research Center.

Many of these activities are beyond the scope of the TVA. These activities could be
underwritten by state or local governments, or by fee-for-service. Most activities of the
National Fertilizer Research Center benefit the private sector and could be supported by
private funds.

12. Limit Office Furniture Purchases by Departing Members

This provision repeals the first section of Public Law 93-462 to limit departing Members'
purchases of office equipment and office furnishings from their district offices.

13. Reduce Funds for House Franking

This provision reduces the House of Representatives' franking account by 50 percent.

14. 25-Percent Reduction in the Legislative Branch

This proposal calls for realistic reductions in the Legislative Branch, including the General
Accounting Office and the Library of Congress. This reduction should include elimination
of House calendars and the Speaker's discretionary fund. These reductions exclude the
franking account, which is addressed in a separate proposal above.
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15. 15-Percent Reduction in the Executive Office of the President

This proposal calls for realistic reductions in the Executive Office of the President.

16. Replace Dollar Bills with Dollar Coins

Because coins are far more durable than bills, they would need replacement less often,
allowing for significant savings.

17. Eliminate SBA Tree Planting Grants

This proposed spending cut appeared in the Administration's budget for FY 1995.

18. Eliminate SBA Earmarks

This proposal eliminates SBA earmarks that were not awarded competitively, not
authorized, and not part of SBA's overall mission. This proposed cut was included in the
Administration's budget.

19. Repeal Transitional Expenses of the Post Office

Since Postal reorganization took effect in July 1, 1971, the postal service has received an
appropriation every year for "transitional expenses." Twenty-four years after reorganiza-
tion, transitional funds are no longer needed. The Post Office is now able to raise money
through licensing postal products, postal service investigations, and postal conferences.
This proposal repeals Section 39 of U.S.C. 2004.

20. Agency Overhead Reductions

Funds for the agencies listed below are to be reduced by the amounts indicated in FY
1995. The savings are to be achieved by reducing aggregate spending in the following
activities: travel; shipping; rental payments to GSA; communications, utilities, and
miscellaneous; printing and reproduction; consulting services; other services; research and
development contracts; and supplies and materials.

Department of State, $25 million (Function 150).
Export-Import Bank, $1 million (Function 150).
Department of Energy, $482 million (Function 270).

• Environmental Protection Agency, $151 million (Function 300).
• Department of Agriculture, $400 million (Function 350).
0 Department of Commerce, $93 million (Function 370).

Department of Transportation, $498 million (Function 400).
• Department of Education, $14 million (Function 500).
0 Department of Labor, $67 million (Function 500).
0. Department of Health and Human Services (non-Social Security), $346 million

(Function 550 and 570).
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P. Department of Housing and Urban Development, $57 million (Function 600).
• Department of Veterans Affairs, $424 million (Function 700).
0 Department of Justice, $401 million (Function 750).
1 Executive Office of the President, $5 million (Function 800).
I- Funds Appropriated to the President, $461 million (Function 800).
• Department of the Treasury, $209 million (Function 800).
I Office of Personnel Management, $12 million (Function 800).
• Other Independent Agencies, $347 million (Function 920).

Achieving significant overhead savings such as those described above will require added
flexibility among agency managers. Congress should not micromanage the Administration.
Nevertheless, the following administrative reforms are suggested as possible methods of
enhancing the needed flexibility in the Executive Branch.

I Enhanced authority for all federal agencies to grant waivers expeditiously.

0. A bipartisan commission to produce a bill to reorganize the Federal Government
bureaucracy with goals of eliminating waste and duplicationand to increase
flexibility. The bill should be considered under legislative restrictions such as
those for "fast track" trade legislation.

I- An incentive program for all government personnel and productivity criteria for
all federal agencies. Once in place, productivity and performance increases should
be mandated. Performance should be placed on a par with seniority.

I- A privatization commission to develop a bill for privatizing a percentage (to be
determined by the commission) of federal service-delivery functions.

A federal management flexibility act allowing managers ability to: transfer up to
50 percent of funds between accounts; retain unspent sums so long as they are
kept in independently audited accounts (subject to federal tax). The act also
should allow employees to: retain as a bonus up to 30 percent (with a $40,000
cap) of savings achieved by their initiative (not to increase the retirement benefits)
in a year. The act also should provide for streamlining and decentralizing of
agency hiring processes; simplification of pay grades and classes into broad pay-
bands, with greater flexibility for salary advancement in each. The pay-grade
arrangement should allow managers to budget to "boundary conditions" of their
payroll ceilings, not on the basis of personnel number ceilings.

Create a non-tax revenue act allowing agencies (and employees, subject to a
$40,000 cap) to retain up to 25 percent of revenue-generating ideas. Any funds
thereby retained should be kept in an independently audited and taxable account.

A federal procurement reform requirement commission, which would devise a
method for every agency to reduce by 20 percent its procurement requirements
over a five-year period.
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0. Make the current voluntary retirement system a two-way street: give federal

managers the ability to retire an eligible individual early.

21. Reduce Equipment Purchases by Executive Branch Agencies

Funds for the agencies listed below are to be reduced by the amounts indicated in FY
1995. The savings are to be achieved by reducing spending for equipment purchases.

N Department of State, $7.8 million (Function 150).
• Department of Energy, $46.58 million (Function 270).
I Environmental Protection Agency, $6.98 million (Function 300).
I- Department of Agriculture, $12 million (Function 350).
I Department of Commerce, $10 million (Function 370).
N Department of Transportation, $67.4 million (Function 400).
I Department of Education, $1.13 million (Function 500).
0 Department of Labor, $2.25 million (Function 500).
• Department of Health and Human Services (non-Social Security), $13.35 million

(Function 550 and 570).
N Department of Housing and Urban Development, $0.15 million (Function 600).
0 Department of Veterans Affairs, $49.35 million (Function 700).
• Department of Justice, $54.3 million (Function 750).
• Executive Office of the President, $.45 million (Function 800).
• Funds Appropriated to the President, $714 million (Function 800).
•. Department of the Treasury, $50 million (Function 800).
• Office of Personnel Management, $.23 million (Function 800).
• Other Independent Agencies, $144.8 million (Function 920).

22. Enhance Debt Collection

This policy assumes federal agencies will be required by statute to implement OMB
Circular A129, which provides for a nine-point establishing a sound credit management
system using private collection agencies, credit bureaus, and other needed credit and
collection reforms. In FY 1995, OMB estimates that more than $12 billion in non-tax
delinquent debts will be written-off as uncollectable. By implementing A129 through
statutory mandate, improved debt collection will reduce these losses.

23. Charge a Penalty for Early Redemptions of Savings Bonds

To give incentives for buyers of U.S. Savings Bonds to hold the bonds for at least five
years, this proposal would impose an interest penalty if redeemed before the fifth year.
Similar penalties are widespread in the private sector.

24. Reform Procurement

This proposal accepts the Administration's recommendations on "reinventing" federal
procurement practices.
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25. Reduce Administration's "Investment" Spending

This proposal limits, to the rate of inflation, the spending increases in programs in this
category identified as "investments" in the President's FY 1994 budget submission.

SUMMARY: GOVERNMENT MANAGEMENT

1995-1999

1995 TOTAL

dolas in billions TTLE BA 0 BA 0
Federal Land Management -0.172 -0.141 -3.390 -3.226

Bureau of Mines -0.177 -0.115 -0.948 -0.872

Helium Processing and Storage Facility -0.003 -0.003 -0.016 -0.016
Helium Processing and Storage Facility (ASSET SALE) -0.020 -0.020 -0.020 -0.020

Helium Processing and Storage Facility [LOSS OF RECEIPTS] 0.005 0.000 0.027

Geological Survey -0.611 -0.580 -3.297 -3.261

National Biological Survey -0.031 -0.013 -0.168 -0.139
Minerals Management Service -0.100 -0.065 -0.500 -0.465

Bureau of Reclamation -0.067 -0.050 0.468 0.427

Bureau of Indian Affairs -0.043 -0.030 -0230 .0215

Office of Territorial and International Affairs 0.000 0.000

Farm Agencies' Field Offices -0.031 0.030 0.905 -0.889

Restructure Non-Farm Service Agencies -0.025 -0.024 -0.545- '-0.535

Eliminte the Interstate Commerce Commission -0.018 -0.015 -0.192 -0.188

Eliminate Travel and Tourism Admin. and Trade Promotion Activities of ITA -0.225 -0.194 -1212 -1.177

General Non-DOD Personnel Reductions, Executive Branch -1.700 -1.630 -26.380 -26.010
Reject Administration's Proposed Pay Cut for Federal Employees 0.000 0.000

Eliminate the Administrative Conference of the United States -. 002 -0.002 -0.010 -0.010

Repeal Davis Bacon -0.499 -0.163 -2.626 -3.085

Successorhip Provisions in Federal Service Contracts Paperwork -0200 -0.190 -1.060 -1.050

Reform Government Information Dissemination and Printing Improvements 0.000 0.000 -0261 -0.230

Reduce the Budget of the Export Administration -0.010 -0.090 -0.054 -0.134

Moratorium on Construction and Acquisition of New Federal Buildings 0.00 0.000 -1233 -1.578

Cap SES Accrued Leave -0.006 -006 0.068 -0.068

Terminate Certain Boards and Commissions 0.000 0.0W 0.0 0.000

Reduce the Number of Poltical Appointees -0.080 0.075 -0.360 -0.355

Reduce the Overhead Rate on Federally Sponsored University Research -0.350 -0.160 -1.850 -1.620

Reduce the Loan Guarantees Under the USDA's Export Credit Programs 0.650 0.650 -1.100 -1.100

Reduction of Fertilizer and Environmental Funds from TVA -0.036 -0.010 -0.190 -0.152

Urmit Office Furniture Purchases by Departing Members 0.0W 0.000 0.000 0.000

Reduce Funds for House Franking -0.008 -0.008 -0.043 -0.043

25% Reduction in the Legislative Branch -0.310 -0287 -1.681 -1.646

15% Reduction in the Executive Office of the President -0.046 -0.046 -0.246 -0.244

Replace Dollar Bills with Dollar Coins 0.000 -0.112

Eliminate SBA Tree Planting Grants 0.018 0.000 -0.094 -0.074

Biminate SBA Earmarks -0.013 0.000 -0.068 -0.142

Repeal Transitional Expenses of the Post Office -0.040 -0.040 -0200 0200

Department of State Overhead Reduction -0.141 -0.106 -0.746 -0.699

Export-Import Bank Overhead Reduction -0.001 -0.001 -0.007 -0.007

Department of Energy Overhead Reduction -0.643 -0.482 -3.392 -3.178

Environmental Protection Agency Overhead Reduction -0.201 -0.151 -1.063 -0.996

Department of Agriculture Overhead Reduction -0.691 -0.518 -3.645 -3.415

Department of Commerce Overhead Reduction -0.124 -0.093 -0.654 -0.613

Department of Transportation Overhead Reduction -0.664 -0.498 -3.504 -3.284

Department of Education Overhead Reduction -0.019 -0.014 -0.099 -0.092

Department of Labor Overhead Reduction 0.089 -0.067 -0.471 -0.442
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SUMMARY: GOVERNMENT MANAGEMENT (continued)

dollars in billions TITLE
Department of Health and Human Services Overhead Reduction
Department of Housing and Urban Development Overhead Reduction
Department of Veterans Affairs Overhead Reduction
Department of Justice Overhead Reduction
Executive Office of the President Overhead Reduction
Funds Appropriated to the President Overhead Reduction
Department of the Treasury Overhead Reduction
Office of Personnel Management Overhead Reduction
Other Independent Agencies Overhead Reduction
Reduce Equipment Purchases by Executive Branch Agencies
Enhanced Debt Collection
Charge a Penalty for Early Redemption of Savings Bonds
Uniting Increases in the Presidents Investment Spending in Function 750
Limiting Increases in the Presidents Investment Spending in Function 800
Reinventing Federal Procurement
SUBTOTAL
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1995

BA 0
-0.461 -0.346
-0.076 -0.057
-0.565 -0.424
-0.535 -0.401
-0.007 -0.005
-0.615 -0.461
-0279 -0209
-0.016 -0.012
-0.463 -0.347

-1.000 -1.000
-0.015 -0.015
-0.168 -0.080
-0.464 -0.128
-0.712 -0.544

-12.140 -9291

1995-1999
TOTAL

BA 0
-2.435 -24
-0.401 -04.
-2.983 -2.;
-2.22 -2.
-0.035 -0.
-3244 -3.
-1.471 -1.
-0.084 -0.1
-2.442 -2.2
0.000 0.1

-5.000 -5.C
-0240 -0.2
-0.888 -0.
-2.448 -1.8

-12.252 -10.6
-99.737 -95.3

2181
376
796
644

033
040
378
079
2188
000
)00

40
'44
841

42
62
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APPENDIX I:
THE REPUBLICAN BUDGET RESOLUTION

($ In billions)
Flscal Yew 1995 1996 1997 1998 1999

BUDGET AUTHORITY 1488.7 1542.5

OUTLAYS 1495.7 1533.0

REVENUES 1331.3 1390.0

DEFICIT (-YSURPLUS (+) -164.4 -143.0

DEBT SUBJECT TO UMIT 4963.1 5269.1

050 NATIONAL DEFENSE
BUDGET AUTHORITY 269.7 266.9

OUTLAYS 275.2 270.8
150 INTERNATIONAL AFFAIRS

BUDGET AUTHORITY 1SA 12.9
OUTLAYS 16.8 15.2

250 GENERAL SCIENCE, SPACE, AND TECHNOLOGY
BUDGET AUTHORITY 16.8 17.3

OUTLAYS 17.1 17.3
270 ENERGY

BUDGET AUTHORITY 4.5 2.9

OUTLAYS 3.6 2.5

300 NATURAL RESOURCES AND ENVIRONMENT
BUDGET AUTHORITY 17.2 16.7
OUTLAYS 19.5 18.0

350 AGRICULTURE
BUDGET AUTHORITY 11.9 11.0

OUTLAYS 11.5 9.9
370 COMMERCE AND HOUSING CREDIT

BUDGET AUTHORITY 7.1 3.6

OUTLAYS -10.6 -13.9
400 TRANSPORTATION

BUDGET AUTHORITY 29.5 29.7
OUTLAYS 33.9 33.5

450 COMMUNITY AND REGIONAL DEVELOPMENT
BUDGET AUTHORITY 5.6 5.7
OUTLAYS 11.5 8.4

500 EDUCATION, TRAINING & SOCIAL SERVICES
BUDGET AUTHORITY 48.0 47.8

OUTLAYS 50.3 46.8
550 HEALTH

BUDGET AUTHORITY 122.0 130.8
OUTLAYS 121.7 130.0

570 MEDICARE
BUDGET AUTHORITY 156.6 172.4

OUTLAYS 155.4 170.3
600 INCOME SECURITY

BUDGET AUTHORITY 214.8 224.0

OUTLAYS 220.5 223.2
650 SOCIAL SECURITY

BUDGET AUTHORITY 339.1 35S.4

OUTLAYS 337.6 355.0

700 VETERANS BENEFITS AND SERVICES
BUDGET AUTHORITY 36.7 37.2

OUTLAYS 36.6 35.8
750 ADMINISTRATION OF JUSTICE

BUDGET AUTHORITY 16.3 17.0

OUTLAYS 16.3 17.0

800 GENERAL GOVERNMENT
BUDGET AUTHORITY 11.0 11.2

OUTLAYS 12.1 12.0

900 NET INTEREST
BUDGET AUTHORITY 212.7 226.7

OUTLAYS 212.7 226.7
920 ALLOWANCES

BUDGET AUTHORITY -3.0 -6.9

OUTLAYS -2.6 -5.1

950 OFFSETTING RECEIPTS
BUDGET AUTHORITY -43.6 -39.7

OUTLAYS -43.6 -39.7

1616.3 1703.4 1783.9
1606.3 1678.2 1763.0
1456.5 1526.0 1590.8
-149.8 -162.2 -172-2
5593.9 5971.4 6292.0

265.8
269.3

12.8
14.6

17.7
17.5

2.3
1.5

17.4
17.5

11.4
10.1.

2.7
-6.5

31.9
33.7

5.9
6.5

48.6
47.4

143.8
142.7

189.9
187.5

238.4
238.1

374.5
373.0

38.1
37.9

16.9
16.7

11.6
11.8

234.9
234.

-. 7
-8.3

-39.5
-39.5
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APPENDIX II:
BUDGET PROCESS REFORM

PART I:
THE THREE-PART FEDERAL BUDGET

The fiscal budget reflects only one part of the Federal Government's impact on the nation
and the economy. The government also exercises its influence through regulation and
through government mandates. Therefore, reflecting more completely the government's
full size and scope should be done through a three-part budget. Such a document would
comprise the current fiscal summary as well as ledgers showing the costs of government
regulations and mandates. It has been estimated that federal regulations impose a total cost
on the economy of nearly $600 billion. This figure translates to $6,565 to $8,869 a year
for the average American family. Federal mandates impose additional costs, many of
which fall on state and local governments. For example, the Congressional Budget Office
has projected that the recently adopted "Motor Voter" bill will cost states an average of
$20 million a year.

Clearly, some government regulations may be considered valuable and worthwhile by the
public. But such judgments cannot be made reasonably without weighing the benefits of
regulations against their costs. Regulatory and mandate budgets should be viewed in this
way: as a comprehensive means of weighing the costs and benefits of government
regulations and mandates.

Such a proposal should not be taken lightly. The projected benefits of mandates and
regulations often are difficult to quantify. This fact makes more difficult the task of
weighing benefits against costs. Nevertheless, such comparisons are not impossible.
Furthermore, even comparisons of quantitative benefits to qualitative costs can help to
enlighten judgments about the government's role in the economy.

Simply compiling the government's total range of activities into such a three-part budget
plan would be highly useful. It would provide a more comprehensive monitoring device
for measuring the total size and scope of the Federal Government.

In addition to calling for the construction of regulatory and mandate budgets, the
Republican Budget Initiative recommends the following proposals for controlling the
growth of regulation and mandates:

A. Regulatory Budgeting

The Federal Regulation Reduction, Reform, and Budget Act of 1993 (H.R.
3005). Under this proposal, amounts of federal regulatory authority - measured by the
costs of regulation - would be allocated to Congressional authorizing committees.
Secondly, the allocations would be capped so that the total regulatory cost on the
economy would be reduced from its current 9 percent of Gross Domestic Product to 5
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percent of GDP over seven years. Such a discipline could reduce the regulatory cost
burden on the economy by about $266.8 billion over the seven years.

Although this Republican budget initiative does not claim scorable savings from this
proposal, it is reasonable to conclude that some savings ultimately could be achieved. For
example, a reduction in regulation would allow commensurate reductions in federal
retgulatory personnel, which could total conservatively $2.2 billion over seven years.

The Federal Regulation Cost-Benefit Assessment Act of 1993 (H.R. 3695).
This legislation would codify President Reagan's Executive Order 12-291, which required
cost-benefit analyses for all new federal regulations by Executive Branch agencies.

B. Mandate Budgeting

The Federal Mandate Reduction, Reform, and Budget Act of 1993 (H.R.
3421). This measure follows the same lines as the regulatory budget reform legislation
above, applying the same principles to government mandates. The goal is to reduce the
cost of federal mandates to 3 percent of GDP and then cap the costs at this level.

PART II:
ENTITLEMENT REFORM

Last year's five-year budget failed to gain control of the factor most responsible for
chronic federal deficits: entitlement spending. Entitlements continue to hamper any effort
to bring government outlays in line with available resources.

What sets entitlements apart from other programs is that entitlement funding levels are
driven not by the annual appropriations process, but by the eligibility and benefit rules
enshrined in permanent law. Hence aggregate entitlement spending is governed by forces
outside the control of Congress - except in the relatively rare occasions when Congress
tackles them through the reconciliation process.

The case for entitlement reform is clear. In inflation-adjusted dollars, entitlement spending
has risen by an astounding 34 percent since Fiscal Year 1984. Entitlements now consume
nearly half the federal budget - up from 29 percent in Fiscal Year 1970. According to
the Congressional Budget Office, without real entitlement reform, spending could almost
double over the next ten years.

Not only did the Omnibus Budget Reconciliation Act of 1993 fail to reverse this trend,
it created entirely new entitlement programs. Moreover, the Administration's promise to
rein in entitlement spending with its health care reform proposal has been sharply
undercut by a CBO study showing the health plan would actually increase net entitlement
spending by $135 billion over five years.

A radical two-track approach to entitlement reform may be necessary to gain control over
entitlement spending. On one track, a single spending cap could be imposed by law over
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all entitlement programs except Social Security. On the other, the President and Congress
could assert control over entitlement spending by annually setting seperate caps on each
entitlement program. In the event the aggregate cap was breached, Congress and the
President would enact legislation to reduce spending in the individual programs
responsible for the breach. A back-up sequester mechanism could make the cuts in the
appropriate programs if the necessary legislation were not enacted.

PART IIl:

OTHER BUDGET PROCESS REFORMS

A. Background

The seriousness of chronic deficit spending is well-known and continues to worsen, and
much of the remedy lies in containing the growth of government outlays.

But the chronic failure to balance the budget also is the inevitable result of a poorly
designed congressional budget process, which not only permits but encourages violation
of the laws designed to force rational choices among competing priorities. The current
process virtually guarantees wasteful spending and financial chaos. Any sincere effort at
deficit reduction must include a thoroughgoing reform of the budget process.

1. Historical Precedents

One reason the system is subject to manipulation and abuse is that few in the public or
the press understand how it works. Even within Congress, terms such as "current services
baseline," "section 302(b) allocation," and "undistributed offsetting receipts" often
produce blank stares. The Budget Committees themselves have little ability to enforce the
law. Since 1974, in every attempt to enforce real budget discipline, Congress has found
a way to "waive" or otherwise evade its own rules.

2. What Must Be Done

An effective budget process must do each of the following:

0. Be as simple as possible in concept and means, so that the process is clear and
understandable to Congress and the public.

Encourage early consultation and cooperation between Congress and the
President.

0 Produce decisions on overall budget levels early in the budgeting year.

Give neither the President nor the Congress an advantage in dealing with the
other or in establishing spending priorities.

• Tie each individual spending decision to an overall, binding budget total.
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01 Require explicit decisions on spending levels for all federal programs, not just
those considered "controllable" - that is, discretionary, as opposed to mandatory.

1 Prevent threatened shut-downs of the government.

01 Not raise difficult questions of constitutionality.

0. Contain a bias in favor of spending restraint that could be overcome only if both
the President and the Congress wish to do so.

B. A Reform Proposal

The following are key elements of a legislative proposal to overhaul the budget process:

1. Budget First, Spending Second

This proposal would require that Congress enact a legally binding budget (in a joint,
rather than a concurrent, resolution) by May 15 of each year. Until the budget is signed
into law, no authorization or appropriations bill could come to the floor in the House or
the Senate, or before any committee. The budget law would set ceilings on all federal
spending (except Social Security and the interest on the debt) for the coming fiscal year.

2. Supermajority Requirement

Congress would be permitted to enact spending legislation in excess of the budget ceilings
only by a supermajority vote: two-thirds of both Houses. The only way to adopt spending
proposals by simple majority would be to authorize and appropriate within the ceilings
of a duly enacted budget law. To maintain Congressional control over the legislative
process, the Congressional Budget Office, not the Office of Management and Budget,
would be the "scorekeeper" for determining whether particular authorization and
appropriations measures are consistent with the budget ceilings.

3. No More Blank Checks

Congress would be required to determine the specific level of authorized spending for
each federal program except Social Security and interest on the debt. Open-ended "blank-
check" appropriations - such as those for entitlement programs, which authorize
spending "such sums as may be necessary" - would be prohibited.

4. Fixed Deficit Targets

This proposal would reduce the deficit through the discipline of fixed deficit targets.
Rejecting this discipline, President Clinton on January 21, 1993, cited "economic and
technical adjustments" as an excuse for increasing the maximum deficit by tens of billions
of dollars.
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The discipline of fixed deficit targets - enforced through broad and equitable sequesters
- must be reintroduced, or the deficit will continue to grow.

5. "Line4tem Reduction."

The President would be granted "line-item reduction" (technically, a version of enhanced
rescission authority) to cut back the over-budget portion of any spending to the level set
by Congress in the budget law. Because this line-item reduction authority is applicable
only to the over-budget portion of the proposed spending, the President would simply be
enforcing Congress's own spending priorities, as expressed in the budget law.

6. No More Budget Act Waivers

During the 102nd Congress, half of all rules adopted by the House waived the Budget
Act. This proposal would outlaw budget waivers, requiring that any such action be taken
on the floor with a two-thirds vote.

7. Avoiding Government Shutdowns

The proposal would safeguard against the failure of Congress to complete action on
appropriations for any program or activity by October 1, the beginning of the fiscal year.
In such a case, the previous year's funding level would automatically be reappropriated
for the coming fiscal year. This "automatic continuing resolution" would apply to all
spending, except for Social Security and interest. An added virtue of this sustaining
mechanism is its bias in favor of spending restraint: If no action is taken, spending does
not increase from year to year.

8. Simplified Budget

Under the current budget system, even the initial "budget" is so detailed that it resembles
New York City's telephone phone book. This proposal would require that the budget be
made as simple as possible, setting specified ceilings on government spending within the
summary categories - fewer than two dozen line items - currently used in the budget.
Other budget process reforms that should be considered include the following:

C. Balanced Budget Amendment

Until the 1960s, federal policy-makers operated under an assumption that federal budgets
should be balanced. The tradition was sufficiently deeply rooted that it had the effect of
a Constitutional rule - even though it was not based on any statute or written
Constitutional provision.

But in the period between 1962 and 1974, several factors came together to break the
tradition. One was the acceptance of Keynesian economics, which viewed "fiscal policy"
- including the manipulation of deficits - as a means of "managing" economic
conditions and promoting full employment. Keynesian economics actually had been
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introduced in the 1930s, but did not begin to affect government budgets until 1962, when
President Kennedy endorsed a strategy of budgeting based on its premises.

A second factor was the growth of federal domestic spending, especially entitlements.
Domestic accounts actually had been increasing - in constant dollars, as shares of Gross
Domestic Product, and as percentages of federal outlays - since the mid-1950s. But with
the ripening of President Johnson's "Great Society" programs, domestic spending reached
historically high levels. This became evident in the late 1960s, when policy-makers
recognized that as the U.S. wound down its military involvement in Vietnam, there would
be no uncommitted savings that could be returned to taxpayers or applied to new domestic
programs. In short, for the first time in U.S. history, there would be no post-war "peace
dividend," because the money was obligated to domestic programs whose future growth
already had been determined by legislation.

Third was the budget reform of 1974. The reform failed to indicate any limits on deficit
spending, and it codificatied budget "baselines," which required budget makers to
compare proposed spending with projections that already were adjusted upward to account
for inflation, rather than with preceding years' actual spending levels. Although neither
reform can be fully blamed for chronic deficit spending, each did make it more difficult
for policy-makers to contain spending at a time when spending growth - especially in
federal entitlement programs - was becoming difficult to manage anyway.

The economic effects of chronic deficits are well known. But persistent deficit spending
has a political content as well. First, the borrowing required to finance deficits amounts
to laying claim on the resources of future generations, many of whom have no say in the
political choices being made today. These future generations are paying for today's
deficits in two ways: through tax obligations that will be required to service the debt, and
through a loss of potential economic growth, which will affect their standards of living.
Most of the federal domestic spending that is responsible for deficits involves consump-
tion - even of some of the domestic programs that might be described as "investments,"
such as health care and education. In so far as these programs require borrowing to
finance current consumption, the result is a reversal of investment: instead of husbanding
today's resources so they can be used in the future, these programs lay claim on the
future's resources so they can be spent today.

The second political effect of chronic deficits is the distortion of the individual taxpayer's
sense of the size of his government. The taxpayer receives a bundle of public goods and
services from the Federal Government, which, in the aggregate, affects his standards of
living more or less tangibly. He also pays a level of federal taxes that is presumably the
"price" of the public goods and services he receives.

When the levels of services and taxes are persistently out of balance, so is the taxpayer's
total experience of his government. Individual taxpayers cannot weigh the value of the
government goods and benefits they receive because the "price" they are paying is consis-
tently inconsistent. Nor can taxpayers make rational choices about proposed changes in
the levels of government spending and taxation, because they consistently experience the
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two as unrelated. This pattern feeds the taxpayer's sense that the government is a separate
and distinct entity, increasingly disconnected from those who provide what Hamilton
called "the vital principle of the body politic." This can only weaken the taxpayer's sense
of participation in his government and make it difficult for politicians to judge the
public's priorities and tolerance for higher taxes.

Taxpayers should not be expected to mount fierce opposition to deficit spending because
it is rational for them to favor higher levels of public spending if they suffer no increase
in levels of taxation. This is true even of those taxpayers honestly concerned about the
consequences of persistent deficits. It remains with policy-makers to seek and maintain
balanced budgets in the interest of balanced government. In the absence of a
Constitutional rule, balancing budgets will depend principally on the convictions and
political will of those elected to make the public's choices.

D. Baselines

A source of frustration to members of Congress is that efforts to simply slow down the
growth in federal spending are portrayed in the media and by special interest groups as
a cut. The problem arises from an accounting convention in which spending for each
program is automatically adjusted for inflation and other factors. It is this from this
inflated baseline that the savings from new proposals are calculated. Representatives Cox
and Ramstad have suggested that a simple step to counter the bias in the budgetary
process in favor of ever higher spending would be to eliminate the baseline concept.
Clearly, the Congress and the President should display their budgetary proposals relative
to the prior year's actual level. Congress also should consider reformulating the pay-as-
you-go baseline on which entitlement and tax initiatives are based.

E. Porkbusters

Congress also should adopt legislation in pursuit of the porkbusters provisions of
Representative Fawell's bill, H.R. 4315. This bill would establish a seven-point test for
measuring whether a project in an appropriations bill should be rejected. If a project
tripped three of the seven criteria, it would be subject to rescission.

The seven criteria are the following:

An appropriation was never the subject of a Congressional committee or
subcommittee hearing.

An appropriation lacks specific authorization.

• An appropriation was added at the last minute in a conference committee.

An appropriation is made for a project non-competitively. This would include
projects that were not subject to peer review, that failed a competitive process, or
for which a competitive procedure was waived.
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An appropriation is earmarked in violation of established Congressional procedure
or in the process prescribed by law.

• An appropriation is made for a project lacking national or regional importance.

F. Taxpayer Check-Off

This proposal allows taxpayers to intervene directly in the budget process, by way of the
taxpayer checkoff. The IRS code would be amended to allow taxpayers the opportunity
to voluntarily designate up to 10 percent of their income tax liability for the purpose of
deficit reduction and to begin to pay down the national debt. The plan was introduced in
the current Congress as the Taxpayer Debt Buy-Down Act of 1993 (H.R. 429).

All monies designated would be placed in a national Public Debt Reduction Fund
established by the Department of Treasury. On May 1 of each year, the Treasury
Department would be required to provide Congress with an estimate of the total amount
designated by the taxpayers. Congress would then have from May until the end of session
to find alternative spending cuts in discretionary spending or entitlements.

If Congress - in conjunction with the President - failed to enact spending reductions
to meet the amount designated by the taxpayers, an across-the-board sequester of all
government accounts - except Social Security, Deposit Insurance, and net interest --
would occur at the end of the session. If Congress and the President enacted only half of
the necessary cuts, the sequester would ensure the other half. All spending cuts would by
permanent - the cuts would permanently reduce the baseline. Tax increases could not
be used to substitute for the spending reductions designated by taxpayers.
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APPENDIX III:
PROPOSED REPORT LANGUAGE

1. Unemployment Compensation Privatization Demonstration Project

During the 1920s, several insurance companies sought changes in state laws that would
permit them to sell unemployment insurance. These companies were convinced that
unemployment insurance premiums could be priced competitively and that adequate
reserves could be built and maintained, even under severe economic downturns such as
occurred during the recession era of the early 1900s. Unfortunantly, their efforts to create
a private market for unemployment insurance were blocked by state legislators intent on
forging a partnership with the Federal Government to create a joint Federal-State
Unemployment Compensation System. Ultimately, the creation of a public system
crowded the private sector out of the unemployment insurance market.

The experience of these insurance companies during the 1920s strongly suggests that the
private sector is fully capable of providing unemployment insurance efficiently. Indeed,
the evidence suggests that such a market was well into its developmental stage before the
government intervened. The important question for policy is whether the private market
can provide unemployment insurance more. efficiently than the public sector. That
question is being partially answered through the de-facto development of private forms
of supplemental unemployment insurance covering home mortgages, car loans, and
consumer credit card debt.

To ascertain thoroughly whether a private unemployment insurance system is preferable
to the current public system, a demonstration project should be undertaken. Firms
representing up to 5 percent of the total employees covered by the current system should
be permitted to opt out in exchange for their agreement to participate in a system of
mandatory private unemployment insurance. Eligible private plans would retain the basic
benefit levels and coverage of the current federal/state system. During the demonstration,
the remaining 95 percent of firms would remain in the current system.

While such a demonstration program may initially appear to increase the deficit as a result
of reduced premium payments into the government system, in the long run the
demonstration, if successful, could lead to full privatization of the unemployment
insurance program and savings to the federal government resulting from eliminating the
administrative costs of running the system (averaging between $2 billion to $4 billion
annually) and the elimination of the federal share of extended benefits.

2. Need for Restructing the Tax System

The current income tax system, as applied to both corporations and individuals, should
be fundamentally restructured (i) to reduce the complexity inherent in present law; (ii) to
eliminate the bias in the present system against personal saving an business investment;

House Committee on the Budget The Republican Budget Initiative
Republican Caucus Appendix III - Page 1



and (iii) to remove the barriers to international competitiveness imposed by the present
system. These changes should be made simultaneously. In effect, the present income tax
must be repealed and replaced by a new tax structure specifically designed to accomplish
the desired results in a fully integrated manner. The substantive changes related to
personal saving, business investment, and international competition are largely
interdependent. The objective of simplicity is best accomplished by starting over with a
new structural design that has simplicity as its initial premise.

These fundamental changes could be accomplished within any of three structural
frameworks: (i) collect tax on all forms of income at both the corporate and individual
level; (ii) collect tax only at the individual level but not at the business level, or (iii)
collect tax on employment income only at the individual level and collect tax on all other
forms of income only at the business level.

Although all the structural alternatives are meritorious, removal of the tax bias against
capital is of paramount importance. Alternative systems of taxation that would reduce this
bias, such as the Savings Exempt Income Tax (SEIT), should be considered.

3. Urban America

Urban America has increasingly become the primary provider of care and services-to our
country's neediest citizens. Where cities once served as the centers of economic growth
and jobs, many are now a drag on the national economy, and often house disproportionate
numbers of the poor.

Today's urban decay stems from the flight of businesses and wealthier residents from
cities to the suburbs. The resulting decline in property values has sucked in poorer
residents, saddling cities with a decreasing tax base to finance an increasing demand for
services. The few business and middle-class residents that remain are left with an
unmanageable tax burden and even greater incentive to follow former neighbors to the
suburbs. As the number of residents dependent on social support and the services they
require has increased, cities have witnessed a precipitous decline the resources necessary
to support these programs. This has required cities to spend an increasing percentage of
their budgets on caring for our country's poor, at the expense of programs such as
infrastructure and economic development necessary to make cities a desirable place to
live.

We need to attract businesses back into our cities to pay taxes and provide jobs. We need
to rebuild our cities, not bail them out.

Republicans are committed to reversing this trend by increasing economic opportunity in
urban areas. We must recognize that there are ways in which federal involvement can
help cities help themselves, and there are also ways in which federal involvement becomes
an impediment to cities helping themselves, and in some instances has been the reason for
their decline.

The Republican Budget Initiative House Committee on the Budget
Appendix III - Page 2 Republican Caucus



One important area of bipartisan support is the need for comprehensive welfare reform

that will help individuals move toward self-sufficiency while requiring a greater level of

responsibility among welfare recipients. The Republican welfare initiative, included in this

budget, would reward those who want to help themselves by finding a job and becoming

self-sufficient.

We commend the Administration for embracing the idea of enterprise and empowerment

zones, and encourage further steps to promote entrepreneurship in Urban America by

removing barriers to the formation of new businesses and the flow of capital in the inner

cities.

At the heart of urban revitalization is citizen and community participation. Under the

enterprise zone legislation signed into law last year, one of the requirements for

empowerment zone designation is a strategic plan that demonstrates cooperation among

the business community, state and local officials and citizen groups. Encouraging greater

cooperation and participation, particularly at the grass-roots level, is key to any successful
federal effort at urban renewal. We support further efforts to require this type of

cooperation in the administration of federal programs.

The legislation also calls for the Federal Enterprise Board to bring together the various
federal programs, which assist cities, and lower the level- of regulations on the uses of
those funds. The need for such a board is a recognition that there are simply too many
federal programs, each with their own criteria and bureaucracy. By consolidating the job
training programs, social service programs and food nutrition programs, the Republican
budget recognizes that we must find more efficient ways to deliver support to those in
need.

Costly federal mandates have fallen disproportionately on urban America, intensifying
their fiscal problems. Simply stated, this nation will not move forward if it leaves its cities
behind.

4. Applying Performance Indicators to the Operations of Federal
Government Agencies

Currently, there are inadequate agency performance data for both management and
budgetary decisions.

In 1991, GAO surveyed 103 agencies responsible for over 90 percent of the current
budget. Only nine were collecting data that could measure the progress being made in
reaching their goals.

Some states are beginning to institute the development and collection of performance data.
They are attempting to move from the traditional pattern of line item expenditure control
to a prioritized allocation of resources based on program goals and measured results. For
example, in 1991 Oregon began to publish over 200 measurements by which to assess
how the state agencies were working toward the state's strategic plan. In 1992, Minnesota
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acknowledged that its current measurements were focussed on the expansion of budgets
and forms and redirected its performance data system to measure the actual effect of
services in achieving 20 long-range goals.

A critical element in any such reformation of performance data is benchmarking, the
comparison of the cost/benefits of efficient managerial systems to those of any current
government program under analysis. For example, the Philadelphia insurance office of the
Department of Veterans' Affairs improved the measurement of its program efficiencies
by drawing on industry standards supplied by an insurance professional association. A
slightly more anecdotal but similar application of benchmarking can be understood in
terms of collecting and assessing the "best practices" currently evident in any field,
whether that be insurance claims or fleet management.

As governments develop performance data, they are attempting the difficult task of
balancing greater flexibility on the part of managers with greater accountability. This is
not easily done in part because performance data is program-based, while budget
allocations are typically not.

Historically, there have insurmountable obstacles to developing truly usable data. The
CBO reports in a new study, Using Performance Measures in the Federal Budget Process:
"In the past, federal budget reforms have had little success in shifting the focus of the
budget process from inputs to results. In particular, those who had a stake in the status
quo resisted the planning-programming-budgeting system of the 1960s and the zero-based
budgeting system of the 1970s. Both initiatives generated an abundance of unusable data
and failed to involve enough key staff and policymakers in the systems' designs to make
them work."

In Using Performance Measures, the CBO also notes that "agencies increasingly use
performance measures for management, but do not employ the techniques in the budget
process." For many agencies, even measuring so-called "outputs" may not allow the
measurement of actual program results. The only way to ensure that the data collected is
relevant to budget decisions is to involve Congress with its power of the budget in both
the development and use of that data.

The solution is to demand that performance data be used to address both fiscal and
management problems.

In Improving Government Performance, Dilulio, Garvey, and Kettl emphasize that
historically the failure to yoke together these two deficits as goals has guaranteed their
mutual failure. Their report concludes with a chapter on this point of addressing both
goals together: "performance improvements that are perceived simply as deficit-cutting
strategies quickly lose their legitimacy and alienate their allies. Performance reforms that
fail to connect with the realities of deficit politics fail to win political support."

The current law regarding the development of performance reviews is the Government
Performance and Results Act of 1993 (H.R. 826) signed into law in early August. The law
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will, after a number of years, create various pilot projects; by 2000 OMB is instructed to
have each agency submit performance reviews. The problem is that Congress is not asked
to supervise the individual reviews or enact legislation in every case.

Ideally, the Federal Government's actions in this field of performance reviews should be
based upon an ongoing integration of both the legislative and the executive branches in
both the assessment of such data and the subsequent budgetary reallocations of financial
resources. Current legislation does not accomplish this ideal.

5. Fleet Management Reform

As of 1992, U.S. Government civilian agencies owned and operated approximately
400,000 vehicles (autos, trucks, buses, etc.). The Postal Service employs around 180,000;
the GSA serves other agencies with over 130,000 vehicles. Major agencies owning and
operating their own fleet are the Department of Justice (more than 26,000), the
Department of Agriculture (over 34,000), the Department of Interior (26,000), and the
Department of Treasury (over 14,000).

A useful strategy would be to open up the government's leasing and management of
vehicles to the private sector. Agencies would be allowed to seek bids from private
companies as well as from GSA. GSA would be required to report annually on the costs
of its fleet operations to the Budget Committees of the House and Senate; currently, GSA
is not doing a good job in assessing such costs. Citizens Against Government Waste has
estimated that the government could save over $9 billion in five years if its civilian, non-
postal vehicles were sold off; this proposal does not sale vehicles, but merely allows
competition.

6. Unfunded Federal Mandates

In the past several years, a proliferation of unfunded federal mandates originating from
Washington, D.C. has severely affected taxpayers nationwide. Estimates of the annual
costs to states and local communities of complying with federal mandates range from a
low of $15 billion to as high as $500 billion. These new laws have placed unrealistic and
often unnecessary burdens on local municipalities. In 1992, the U.S. Supreme Court ruled
in New York v. United States, 1 12.S.CT. 2408 that state governments cannot and should
not be treated as mere subdivisions or agents of the federal government. The Court
reaffirmed the importance of state governments within the federal system as distinctly
separate and independent political entities free to maintain the integrity of their
governmental structures and government process.

But state and local governments have been heavily burdened while trying to comply with
recent mandates. Following are three examples of onerous federal mandates imposed on
states and localities without regard to local conditions or the impact on those taxpayers.

Safe Drinldng Water Act Regulations contained within the Safe Drinking Water
Act provide the Environmental Protection Agency with statutory authority to
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identify 25 new substances every three years that local waterworks must test for
in their water supply. Unfortunately, provisions contained within the law did not
allow for assessment of local conditions or health risks. As a result, cities and
towns across the country are forced to re-allocate their precious resources in order
to comply with these often inappropriate regulations.

Clean Water Act. A survey of 314 cities by Price Waterhouse found that
in FY 1993 alone mandates imposed by the Clean Water Act cost those cites a
total of $3.6 billion.

Spartanburg, South Carolina. In Spartanburg, South Carolina a mandate in the
Safe Water Drinking Act requires that a corrosion inhibitor be added to the water
to treat pipes in the delivery system, decreasing the amount of lead, copper, and
rust that might otherwise appear in the water. But that same corrosion inhibitor
render's the city's drinking water in the outtake as non-compliant with the Clean
Water Act.

Anchorage, Alaska. A provision of the Clean Water Act requires sewage plants
to remove 30 percent of the organic waste from their incoming sewage. This
prompted officials in Anchorage, Alaska where the snow runoff keeps their
wastewater unusually clean, to ask fishermen to dump fish guts into the
wastewater so they could meet their one-size-fits-all 30 percent requirement.

"Motor Voter" BilL Last year, the Congress passed, and the President
signed into law, a bill providing voter registration at state motor vehicle offices:
the so-called "Motor Voter" bill. Projections by the non-partisan Congressional
Budget Office predict that each state will be forced to spend an average of $20
million annually to comply with the law without federal assistance.

Congress must respond to the financial hardships which have been placed upon taxpayers
throughout states and localities through the passage of unfunded federal mandates. To this
end, the following actions are recommended:

Legislation must be enacted which would require CBO to report on the costs
imposed by unfunded mandates on state and local governments prior to
congressional action by full committee and the full House or Senate.

Committees should be required to include the total cost of their provisions to
federal, st-.te, and local governments in their directions to conference committees.
A report by the Congressional Budget Office on the costs imposed by unfunded
mandates on state and local governments must accompany the conference report
of any legislation.

Congress should extend the principle of pay-as-you-go (PAYGO) revenue-neutral
requirements, now used for federal entitlement programs, to any new state and/or
local mandate.
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If legislation has not been scored by CBO and is not revenue neutral, it will be
subject to a point of order.

01 The National Performance Review recommendations for broad agency waiver
authority and bottom-up grant consolidation should be enacted.

I- To reduce burdensome and costly reporting requirements, Congress should enact
the Paperwork Reduction Act Amendments and charge OMB's Office and
Information and Regulatory Affairs with identifying mandates to be repealed and
monitoring of all unfunded federal mandates.

1 Steps must be taken to provide much needed regulatory relief. Particularly
onerous mandates should be identified and repealed.

7. Conservation Reserve Program

In the Food Security Act of 1985, Congress voiced its opinion that fragile cropland should
be protected from erosion, and established the Conservation Reserve Program (CRP). This
program was established over a 10-year period and to date has taken approximately 36
million acres out of production, reducing surplus crops and protecting fragile land.

In 1995, the CRP program ceases and over the next five years land that has been idle
begins to come out, and will likely be put back into production. The effects of this will
be to increase commodity surpluses and outlays by the government through increased
deficiency payments to farmers.

The House Budget Committee recognizes the importance of this program from a
budgetary standpoint and an environmental standpoint. We stand ready to address this
issue in the future.

8. Terminating the Eligibility of Children for SSI Disability

The Supplemental Security Income Program (SSI) provides cash benefits to the elderly
poor, blind, and disabled persons who can not work. The program also pays benefits to
children under 18 who are blind or suffer other disabilities. From its inception in 1972
until 1990, the SSI Children's Disability program determined eligibility based on the
legislative standard that the child's impairment be of comparable severity to that of an
adult. But as a result of the Supreme Court ruling in Sullivan V Zebley, the Social
Security Administration is required to take into account the child's functional limitations
in determining the severity of the impairment. It should be noted that "functional
limitation" is not a standard used in determining the disability of adults. Nevertheless,
federal regulations incorporating the new standard were issued in 1991.

Implementing the Zebley decision appears to have had an immediate impact on the
Children's Disability program's caseloads. In December 1980, 5.5 percent of SSI
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payments were made to blind and disabled children. By comparison, in June 1992, 9.9
percent of SSI payments were received by this group of recipents. Blind and disabled
children now represent the fastest growing segment of the SSI population.

Analysts and caregivers working in this area suspect that the fundamental cause of the rise
in the Children's Disability caseloads is the fact that the new federal regulations,
consistent with the Zebley decision, include behavior that is not "age appropriate" as a
disability. A plethora of disability claims have since been filed on the behalf of children
whose only "functional limitation" may be simply behavioral or emotional problems, but
not a severe impairment such as mental retardation or a physical impairment.

Because public funds should focus on the most needy, Congress should examine whether
to reverse the expansion of the definition of "function limitation" relating to children that
resulted from the Zebley decision.
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APPENDIX IV:
BACKGROUND ON

REPUBLICAN BUDGET THEMES

The discussion below expands on definitions of Republican budget themes identified in
the introduction to this report. The themes suggest various goals and methods for
achieving the reforms of government sought by the Fiscal Year 1995 House Republican
budget initiative.

JOB CREATION AND ECONOMIC GROWTH

The overriding theme of the FY 1995 Republican budget is getting the economy moving
and getting people back to work. The average annual growth rate of Gross Domestic
Product (GDP) was 1.53 percent over the period 1990 to 1992. For the first two quarters
of 1993 it has averaged 1.3 percent In comparison, during the two decades following
World War II, the U.S. economy grew at an average annual rate of greater than 4 percent.
This was a growth rate of GDP that was much higher than the 2 percent to 2.5 percent
that had been observed in prior decades. The consensus among economists has been that
gains in productivity and an increase in the rate of growth of the labor force over this
period explains much of the higher growth rate of GDP after World War H.

It should be kept in mind that government cannot create jobs. Government can, however,
remove impediments to economic growth - impediments that typically are created by
government in the first place.

Most of the policy prescriptions that have been offered by theorists for achieving an
increased rate of economic growth include one or more of the following: keep budget
deficits small; keep inflation low and stable; do not overvalue the exchange rate; keep the
economy open to international trade; deregulate, privatize, and keep the tax system
simple; invest in physical capital, infrastructure, and human capital. The proposals offered
in this budget, under economic growth and job creation, reflect these perspectives.

REAL GOVERNMENT REFORM

This budget is about more than cutting spending. It goes beyond tinkering at the edges
of the federal bureaucracy. It pursues, and budgets for, real reform. It is worthwhile to
improve the efficiency of government programs, as suggested in the Administration's
National Performance Review, but only after programs the public no longer needs or
wants have been eliminated. An efficiently run helium reserve is still a waste of the
taxpayer's money.

Real reform also looks at which level of government can best perform a needed service.
Most people would agree that national defense is a legitimate activity of the Federal
Government. Education, on the other hand, may be better handled at the state/local levels
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without federal interference. Also, now that the interstate highway system is nearly
complete, it is time to reexamine the Federal Government's role in transportation.

Implementing the theme of real government reform involves considering what government
should do and designing innovative ways to meet these needs. Innovations may include
eliminating existing programs and substituting new programs that emphasize different
roles for government, the private sector, and individuals. Alternatively, innovations may
involve a major change in an existing program. The reforms contained in this Republican
budget initiative - ranging from restructuring government agencies, such as the
Departments of Agriculture and Interior, to refocusing government programs such as
welfare, housing, crime prevention, and health care - demonstrate a commitment to real
change in the Federal Government.

PRIVATIZATION

Privatization entails allowing the private sector to carry out functions currently undertaken
by the government. The question of whether or not to privatize a service can be viewed
empirically rather than ideologically. The fundamental question is: Can the private sector
provide the service more cost-effectively and efficiently than the government?

Privatization is not a new idea, but represents, in part, an "undoing" of decades of
government takeovers of enterprises that were formerly private. For example, until the
mid-1920s, most of the infrastructure in the United States was provided by the private
sector or local governments. Private companies originally owned and operated the New
York subway. Until the passage of the Urban Mass Transportation Act in 1964, federal
funds had never been used for local transit.

Because of growing budget constraints in the public sector, privatization initiatives have
increased locally, in the states, and at the national and international level. Slowly
privatization initiatives have gained acceptance and saved billions of dollars. For example,
one privatization initiative first proposed by President Reagan in his FY 1988 Budget (and
finally embraced by the Democrats this year) is privatizing unassigned frequencies of the
radio spectrum. The FY 1994 Budget includes language to transfer part of the spectrum
now used by the Federal Government to the FCC for private use through auctions raising
revenues by around $7 billion over the next five years.

1. Candidates for Privatization

The National Performance Review (NPR) prepared by Vice President Gore endorses
establishing a corporation to provide air traffic control services. The NPR recommends
the preparation of statutory language to make air traffic control more businesslike. Other
candidates for privatization include selling off the Strategic Petroleum Reserve, the helium
reserve, government power administrations such as the Alaska Power Administration, and
other power marketing authorities. Going further one can ask: "Does the government still
need to own and operate Amtrak?" and "Can we privatize the National Weather Service?"
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2. Advantages of Privatization

I "Public" services are provided to citizens through private enterprises - saving
tax dollars and eliminating the need for deficit financing.

I- Tax revenue actually increases, because all corporate profits are taxable income.
0. Jobs are created with no cost to the taxpayers.
I Financing incentives lead to more rapid and efficient building of projects.

Private facilities operate to make a profit and therefore are run more efficiently
and must be consumer-friendly.

3. Potential Disadvantages

I- Loss of public oversight.
I Public liability for actions of the private service provider.
0. Possible higher cost to consumers once private firms achieve service monopolies.

The Republican budget initiative contains various privatization proposals that improve
services and reduce taxpayer costs.

FEDERALISM

Federalism is a form of government in which state and local governments have substantial
roles in the political system and process. Traditionally, federalism has been symbolized
as a three-layer cake, reflecting the federal, state, and local levels of government. Due to
changes in political ideology, however, the distinctions among government roles have
blurred. Newer theories on federalism emphasize the concept of shared powers, or
"cooperative" federalism. Morton Grodzins, a political scientist from the University of
Chicago, describes the American form of federalism more accurately as a marble cake;
the functions of each level of government have become so intermingled that they resemble
the mixture of the different colored ingredients of a marbled cake.

Another point of federalism is to consider how various government responsibilities are
sorted out. For example, should states be principally responsible for the construction of
their own roads and bridges, or should the Federal Government assume most of this
responsibility? What level or levels of government are best suited to provide and
administer social welfare services?

To clarify each government level's role, as well as to prevent the United States from
becoming more centralized, this Repubican budget initiative focuses first on what the
Federal Government must do. For example, unfunded federal mandates have drawn many
complaints from state governors.

The real issue, however, is not the funding but rather whether the Federal Government
is the most appropriate level to issue such mandates. Because states compete with other
states to attract and maintain employment-generating commerce, state governments are
more apt to more carefully weigh costs and benefits associated with any regulations. The
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natural competition among states to attract new businesses works as a check against
exceptionally burdensome regulation. In addition, state governments are more inclined to
fund and enforce mandates they issue themselves.

BLOCK-GRANTING

Block-granting is an efficient and effective approach to providing government-aid
programs. Block-granting involves combining funds from various similar programs into
one pool of resources that is divided among states and localities, which are responsible
for furnishing the kinds of services being funded. The recipients then can redistribute in
a fashion suited to their particular needs.

Block-granting can provide for better service because the distribution of funds can be
tailored more readily to local needs. It also is a more efficient use of funds because it
reduces the federal bureaucracy required to administer categorical grants. One example
is the WIC-PLUS program developed as part of the FY 1994 Republican budget proposal.
This strategy combined federal nutrition programs with the program for Women, Infants,
and Children (WIC) into a single block. It provided full funding for WIC but nevertheless
reduced aggregate spending for the combined programs by reducing administrative costs.
Many data show that, through block grants, states also can trim costs without unduly
reducing services or increasing taxes.

This Republican budget initiative expands the theme of block-granting to areas such as
job training and social services programs, as well as others.

REGULATORY REFORMIMANDATE RELIEF

Regulations are major temptations to policy-makers because they expand the reach of
government with little direct impact on the budget. But regulations and mandates do
impose costs on the private sector and on other levels of government. As noted earlier,
one estimate suggests that the direct cost to the private sector for complying with federal
regulations will be $580 billion in 1993. Yet, there is little routine examination of whether
regulations truly produce the benefits claimed. Finally, extensive regulations also require
large numbers of government bureaucrats to monitor and certify compliance.

One method of addressing the question of regulations and mandates is to budget for them.
Although the mechanics of doing so are challenging, the fundamental purpose is
indisputable: regulations and mandates are crucial part of the government's activities, and
so their size and scope of the government should be comprehensively addressed.

CONTRACTING OUT

Contracting out represents an alternative approach to the delivery of public service.
Instead of directly providing public services, a government can contract out the delivery
of the service to a private business. Surprisingly, local governments have led the way on
contracting out, letting contracts on everything from printing to the operation of prisons.
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The principle behind contracting out is that government entities can achieve cost savings
in the delivery of public services from the market forces operating in the private sector.
Its real appeal, however, is that contracting out enables governments to respond to fiscal
constraints without resorting to politically sensitive service reductions or tax increases.

1. Principles

Government contracting out is predicated on the assumption that some public services
may be delivered at a lower cost by private service providers. It is generally believed that
for-profit firms are inherently more efficient service providers than their governmental
counterparts. This assumption rests on at least three principles.

• Competition among suppliers for governmental contracts will force down the cost
of service delivery.

0, Private vendors minimize costs to maximize profits.
P The private sector has access to less expensive resources available to private

vendors.

2. Potential Savings

There are no estimates of the magnitude of savings that may be realized from contracting
out government wide. Most of the research on the efficiency of contracting consists of
case studies of local governments that have contracted out one or more public service,
particularly refuse collection. Surveys of the literature suggest that private firms are 15
percent to 60 percent more efficient than their public counterparts. Obviously, the
magnitude of savings the Federal Government might realize depends on factors such as
the kinds of contracted services, the extent of potential competition for contracts, and the
ability of the Federal Government to develop the necessary performance measures to
monitor contract compliance.

3. The Case for Contracting

Other potential advantages of contracting out include the following:

• Private vendors are motivated to improve service quality by the desire to retain
future contracts.

P. Contracting out offers a practical means for down-sizing government.
I Contracting out stimulates economic growth.

4. The Case Against Contracting

Still, contracting out can have certain disadvantages.

W Potential loss of control over service delivery.
N Adverse distributional effects.
0 Potential for corruption.
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0 Potential to actually increase charges if the private contractor is a sole provider.

5. Experience

Local governments have the most experience in contracting out the provision of public
services. By any measure, local governments are increasingly turning to contracting out
as an alternative approach to direct provision of public services. According to one survey,
the percentage of cities contracting out street repair and labor relations has risen by 10
percent. Similarly, there has been an 8-percent increase in the use of contractors for street
light operations. By contrast, the Federal Government has comparatively little experience
in contracting the provision of public services. Most government contracting-out occurs
in the areas of defense, space, and public works. The State of Massachusetts, under
Governor Weld, also has undertaken extensive experimentation with contracting out.

6. Candidates for Contracting Out

The list of federal services that would be candidates for contracting is virtually without
limit. An illustrative list is provided below:

• Financial services • Payroll
W Accounting 0 Purchasing
I Janitorial services I- Clerical work
" Printing 0 Fleet management
" Auditing I Information management

7. Potential Obstacles

It is no accident that the Federal Government contracts out comparatively few public
services relative to its state and local government counterparts. Proponents of contracting
out have to overcome a series of obstacles, including the following:

I- Resistance from civil service employees.
Set-asides and other requirements that impair competition for contracts.

REDUCING GOVERNMENT DUPLICATION

The Vice President's National Performance Review (NPR) notes that "effective,
entrepreneurial governments . . .abandon the obsolete, eliminate duplication, and end
special privileges." It also says that "programs accumulate like coral reefs - the slow and
unplanned accretion of tens of thousands of ideas, legislative actions, and administrative
initiatives ... Now we must clear our way through these reefs."

Examples of this accumulation exist in every branch of government. According to the
Heritage Foundation, there are nearly 80 different anti-poverty programs managed by the
Federal Government and 125 different employment and training programs administered
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by 14 departments and independent agencies. In addition, the General Accounting Office
reports that "export promotion programs are spread over 10 different agencies, and funds
are not allocated on the basis of any specific government-wide strategy."

Another GAO report notes that "12 federal agencies spend about $1 billion annually to
administer 35 laws governing food safety and quality. Fundamental differences in
agencies' missions, responsibilities, and authorities have led to inconsistent oversight,
inefficient use of resources, and poor interagency coordination . . . Overlapping
responsibilities . . . lead in some cases to duplication and in other cases to gaps in
coverage." Likewise, the NPR identified nine areas of duplication (several of which are
extremely controversial) for which they have proposed either elimination or consolidation:

0 Eliminate the President's Intelligence Oversight Board.
I- Consolidate training programs for unemployed people.
I Consolidate the Veterans' Employment and Training Service and the Food Stamp

Training Program into the Employment and Training Administration.
0. Reduce the number of Department of Education programs from 230 to 189.
P. Eliminate the separate Food Safety and Inspection Service by consolidating all

food safety responsibilities under the Food and Drug Administration.
I Consolidate non-military international broadcasting.
• Create a single civilian polar satellite system.
• Transfer the functions of the Railroad Retirement Benefits Board to other

agencies.
0. Transfer law enforcement functions of the Drug Enforcement Administration and

the Bureau of Alcohol, Tobacco, and Firearms to the FBI.

USER FEES

Income from the public resulting from voluntary, business-like transactions is classified
as offsetting collections, or user fees. The fees are found in discretionary and mandatory
accounts, and are projected in Fiscal Year 1994 to total $168.9 billion (excluding Postal
Service stamp sales). Included are Medicare premiums, military property sales, Outer
Continental Shelf rental payments, deposit insurance funds, Tennessee Valley Authority
and Power Administration collections, and loan repayments.

Several criteria should be considered in developing user fee proposals. They include the
following:

Is the program providing a service or good that is specific in nature, rather than
generally beneficial to the public (e.g. towing by the Coast Guard)?

• Does the program include subsidies or guarantees that could in full or in part be
offset with special service charges paid by the beneficiary?

•. Is there a good substitute in the market for the government provided service?
• Does the government's presence in the delivery of the service or good distort the

pricing system in the market, especially to the point of excluding private sector
companies from such opportunities?
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0- Could the introduction of a special service charge strengthen market competition?
0 Does the program create uncovered liabilities to the government that could cause

large future outlays?

The opportunity for user fees is seen not as a revenue generator, but as a way to reduce
the size and scope of government through strengthening market forces in the delivery of
specific goods and services. Equally important, user fees instill a new reality that
government services benefitting only specific groups no longer should be subsidized by
taxpayers in general.
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IX. HOUSE CONCURRENT RESOLUTION

H. CON. RES. 218

Resolved by the House of Representatives (the Senate concurring),
SECTION 1. CONCURRENT RESOLUTION ON THE BUDGET FOR FISCAL

YEAR 1995.
The Congress determines and declares that this resolution is the

concurrent resolution on the budget for fiscal year 1995, including
the appropriate budgetary levels for fiscal years 1996, 1997, 1998,
and 1999, as required by section 301 of the Congressional Budget
Act of 1974.
SEC. 2. RECOMMENDED LEVELS AND AMOUNTS.

The following budgetary levels are appropriate for the fiscal
years beginning on October 1, 1994, October 1, 1995, October 1,
1996, October 1, 1997, and October 1, 1998:

(1) The recommended levels of Federal revenues are as fol-
lows:

Fiscal year 1995: $977,800,000,000.
Fiscal year 1996: $1,031,200,000,000.
Fiscal year 1997: $1,079,700,000,000.
Fiscal year 1998: $1,136,400,000,000.
Fiscal year 1999: $1,190,200,000,000.

and the amounts by which the aggregate levels of Federal reve-
nues should be increased are as follows:

Fiscal year 1995: $0.
Fiscal year 1996: $0.
Fiscal year 1997: $0.
Fiscal year 1998: $0.
Fiscal year 1999: $0.

and the amounts for Federal Insurance Contributions Act reve-
nues for hospital insurance within the recommended levels of
Federal revenues are as follows:

Fiscal year 1995: $100,300,000,000.
Fiscal year 1996: $106,300,000,000.
Fiscal year 1997: $111,900,000,000.
Fiscal year 1998: $117,800,000,000.
Fiscal year 1999: $123,700,000,000.

(2) The appropriate levels of total new budget authority are
as follows:

Fiscal year 1995: $1,246,800,000,000.
Fiscal year 1996: $1,308,400,000,000.
Fiscal year 1997: $1,374,400,000,000.
Fiscal year 1998: $1,447,800,000,000.
Fiscal year 1999: $1,531,400,000,000.

(3) The appropriate levels of total budget outlays are as fol-
lows:

Fiscal year 1995: $1,225,500,000,000.
(211)
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Fiscal year 1996: $1,284,700,000,000.
Fiscal year 1997: $1,356,500,000,000.
Fiscal year 1998: $1,419,000,000,000.
Fiscal year 1999: $1,495,000,000,000.

(4) The amounts of the deficits are as follows:
Fiscal year 1995: $247,700,000,000.
Fiscal year 1996: $253,500,000,000.
Fiscal year 1997: $276,800,000,000.
Fiscal year 1998: $282,600,000,000.
Fiscal year 1999: $304,800,000,000.

(5) The appropriate levels of the public debt are as follows:
Fiscalyear 1995: $4,968,300,000,000.
Fiscal year 1996: $5,293,800,000,000.
Fiscal year 1997: $5,640,100,000,000.
Fiscal year 1998: $5,996,200,000,000.
Fiscal year 1999: $6,367,300,000,000.

(6) The appropriate levels of total Federal credit activity for
the fiscal years beginning on October 1, 1994, October 1, 1995,
October 1, 1996, October 1, 1997, and October 1, 1998, are as
follows:

Fiscal year 1995:
(A)New direct loan obligations, $26,700,000,000.
(B) New primary loan guarantee commitments,

$199,700,000,000.
Fiscal year 1996:

(A) New direct loan obligations, $32,100,000,000.
(B) New primary loan guarantee commitments,

$174,400,000,000.
Fiscal year 1997:

(A) New direct loan obligations, $33,800,000,000.
(B) New primary loan guarantee commitments,

$164,600,000,000.
Fiscal year 1998:

(A) New direct loan obligations, $35,700,000,000.
(B) New primary loan guarantee commitments,

$164,100,000,000.
Fiscal year 1999:

(A) New direct loan obligations, $37,800,000,000.
(B) New primary loan guarantee commitments,

$163,500,000,000.
SEC. 3. MAJOR FUNCTIONAL CATEGORIES.

The Congress determines and declares that the appropriate lev-
els of new budget authority, budget outlays, new direct loan obliga-
tions, new primary loan guarantee commitments, and new second-
ary loan guarantee commitments for fiscal years 1995 through
1999 for each major functional category are:

(1) National Defense (050):
Fiscal year 1995:

(A) New budget authority, $263,300,000,000.
(B) Outlays, $270,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:



(A) New budget authority, $255,300,000,000
(B) Outlays, $261,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $252,000,000,000.
(B) Outlays, $256,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $258,700,000,000.
(B) Outlays, $256,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $258,700,000,000.
(B) Outlays, $256,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(2) International Affairs (150):
Fiscal year 1995:

(A) New budget authority, $19,200,000,000.
(B) Outlays, $18,100,000,000.
(C) New direct loan obligations, $3,200,000,000.
(D) New primary loan guarantee commitments,

$18,000,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $17,200,000,000.
(B) Outlays, $17,300,000,000.
(C) New direct loan obligations, $2,800,000,000.
(D) New primary loan guarantee commitments,

$18,500,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $17,000,000,000.
(B) Outlays, $17,300,000,000.
(C) New direct loan obligations, $2,600,000,000.
(D) New primary loan guarantee commitments,

$18,500,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $16,800,000,000.
(B) Outlays, $17,700,000,000.
(C) New direct loan obligations, $2,400,000,000.
(D) New primary loan guarantee commitments,

$18,500,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $17,000,000,000.



(B) Outlays, $17,700,000,000.
(C) New direct loan obligations, $2,400,000,000.
(D) New primary loan guarantee commitments,

$16,500,000,000.
(E) New secondary loan guarantee commitments, $0.

(3) General Science, Space, and Technology (250):
Fiscal year 1995:

(A) New budget authority, $17,200,000,000.
(B) Outlays, $17,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $17,200,000,000.
(B) Outlays, $17,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $17,300,000,000.
(B) Outlays, $17,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $17,400,000,000.
(B) Outlays, $17,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $17,400,000,000.
(B) Outlays, $17,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(4) Energy (270):
Fiscal year 1995:

(A) New budget authority, $6,000,000,000.
(B) Outlays, $5,000,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $5,900,000,000.
(B) Outlays, $5,100,000,000.
(C) New direct loan obligations, $1,500,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $5,900,000,000.
(B) Outlays, $4,900,000,000.
(C) New direct loan obligations, $1,500,000,000.
(D) New primary loan guarantee commitments, $0.



(E) New secondary loan guarantee commitments, $0.
Fiscal year 1998:

(A) New budget authority, $6,100,000,000.
(B) Outlays, $4,700,000,000.
(C) New direct loan obligations, $1,500,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $5,400,000,000.
(B) Outlays, $4,200,000,000.
(C) New direct loan obligations, $1,500,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(5) Natural Resources and Environment (300):
Fiscal year 1995:

(A) New budget authority, $21,400,000,000.
(B) Outlays, $21,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $22,200,000,000.
(B) Outlays, $21,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $22,100,000,000.
(B) Outlays, $21,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $22,000,000,000.
(B) Outlays, $21,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $21,600,000,000.
(B) Outlays, $21,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(6) Agriculture (350):
Fiscal year 1995:

(A) New budget authority, $12,600,000,000.
(B) Outlays, $11,900,000,000.
(C) New direct loan obligations, $10,100,000,000.
(D) New primary loan guarantee commitments,

$7,400,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $13,200,000,000.



(B) Outlays, $12,100,000,000.
(C) New direct loan obligations, $9,700,000,000.
(D) New primary loan guarantee commitments,

$7,400,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $13,700,000,000.
(B) Outlays, $12,400,000,000.
(C) New direct loan obligations, $9,700,000,000.
(D) New primary loan guarantee commitments,

$7,400,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $13,900,000,000.
(B) Outlays, $12,700,000,000.
(C) New direct loan obligations, $9,800,000,000.
(D) New primary loan guarantee commitments,

$7,400,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $14,200,000,000.
(B) Outlays, $13,100,000,000.
(C) New direct loan obligations, $9,900,000,000.
(D) New primary loan guarantee commitments,

$7,400,000,000.
(E) New secondary loan guarantee commitments, $0.

(7) Commerce and Housing Credit (370):
Fiscal year 1995:

(A) New budget authority, $7,300,000,000.
(B) Outlays, -$8,500,000,000.
(C) New direct loan obligations, $2,800,000,000.
(D) New primary loan guarantee commitments,

$117,900,000,000.
(E) New secondary loan guarantee commitments,

$130,000,000,000.
Fiscal year 1996:

(A) New budget authority, $5,300,000,000.
(B) Outlays, -$10,900,000,000.
(C) New direct loan obligations, $3,000,000,000.
(D) New primary loan guarantee commitments,

$103,200,000,000.
(E) New secondary loan guarantee commitments,

$110,000,000,000.
Fiscal year 1997:

(A) New budget authority, $5,100,000,000.
(B) Outlays, -$3,500,000,000.
(C) New direct loan obligations, $3,100,000,000.
(D) New primary loan guarantee commitments,

$95,900,000,000.
(E) New secondary loan guarantee commitments,

$110,000,000,000.
Fiscal year 1998:

(A) New budget authority, $5,200,000,000.
(B) Outlays, - $2,900,000,000.



(C) New direct loan obligations, $3,200,000,000.
(D) New primary loan guarantee commitments,

$96,600,000,000.
(E) New secondary loan guarantee commitments,

$110,000,000,000.
Fiscal year 1999:

(A) New budget authority, $5,200,000,000.
(B) Outlays, -$1,900,000,000.
(C) New direct loan obligations, $3,400,000,000.
(D) New primary loan guarantee commitments,

$99,500,000,000.
(E) New secondary loan guarantee commitments,

$110,000,000,000.
(8) Transportation (400):

Fiscal year 1995:
(A) New budget authority, $41,800,000,000.
(B) Outlays, $38,800,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments,

$500,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $41,800,000,000.
(B) Outlays, $39,600,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $43,100,000,000.
(B) Outlays, $40,100,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $43,900,000,000.
(B) Outlays, $40,300,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $44,700,000,000.
(B) Outlays, $40,300,000,000.
(C) New direct loan obligations, $100,000,000.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(9) Community and Regional Development (450):
Fiscal year 1995:

(A) New budget authority, $9,500,000,000.
(B) Outlays, $9,300,000,000.
(C) New direct loan obligations, $2,200,000,000.
(D) New primary loan guarantee commitments,

$3,600,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
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(A) New budget authority, $9,000,000,000.
(B) Outlays, $8,900,000,000.
(C) New direct loan obligations, $2,200,000,000.
(D) New primary loan guarantee commitments,

$3,600,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $9,000,000,000.
(B) Outlays, $9,000,000,000.
(C) New direct loan obligations, $2,200,000,000.
(D) New primary loan guarantee commitments,

$3,600,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $9,000,000,000.
(B) Outlays, $9,100,000,000.
(C) New direct loan obligations, $2,200,000,000.
(D) New primary loan guarantee commitments,

$3,600,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $9,000,000,000.
(B) Outlays, $9,100,000,000.
(C) New direct loan obligations, $2,200,000,000.
(D) New primary loan guarantee commitments,

$3,600,000,000.
(E) New secondary loan guarantee commitments, $0.

(10) Education, Training, Employment, and Social Services
(500):

Fiscal year 1995:
(A) New budget authority, $57,000,000,000.
(B) Outlays, $53,400,000,000.
(C) New direct loan obligations, $5,500,000,000.
(D) New primary loan guarantee commitments,

$19,000,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $58,200,000,000.
(B) Outlays, $55,200,000,000.
(C) New direct loan obligations, $11,500,000,000.
(D) New primary loan guarantee commitments,

$14,000,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $59,900,000,000.
(B) Outlays, $58,000,000,000.
(C) New direct loan obligations, $13,200,000,000.
(D) New primary loan guarantee commitments,

$13,200,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $61,700,000,000.
(B) Outlays, $60,600,000,000.
(C) New direct loan obligations, $15,100,000,000.



(D) New primary loan guarantee commitments,
$12,300,000,000.

(E) New secondary loan guarantee commitments, $0.
Fiscal year 1999:

(A) New budget authority, $61,800,000,000.
(B) Outlays, $60,800,000,000.
(C) New direct loan obligations, $16,800,000,000.
(D) New primary loan guarantee commitments,

$11,200,000,000.
(E) New secondary loan guarantee commitments, $0.

(11) Health (550):
Fiscal year 1995:

(A) New budget authority, $123,400,000,000.
(B) Outlays, $122,300,000,000.
(C) New direct loan obligations, $0
(D) New primary loan guarantee commitments,

$400,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $136,600,000,000.
(B) Outlays, $135,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,

$300,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $150,900,000,000.
(B) Outlays, $149,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,

$200,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $166,600,000,000.
(B) Outlays, $165,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments,

$100,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $182,900,000,000.
(B) Outlays, $181,700,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(12) Medicare (570):
Fiscal year 1995:

(A) New budget authority, $162,400,000,000.
(B) Outlays, $160,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $180,500,000,000.
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(B) Outlays, $178,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $198,500,000,000.
(B) Outlays, $196,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $217,700,000,000.
(B) Outlays, $215,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $242,200,000,000.
(B) Outlays, $239,000,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(13) Income Security (600):
Fiscal year 1995:

(A) New budget authority, $219,800,000,000.
(B) Outlays, $220,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $234,500,000,000.
(B) Outlays, $229,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $249,100,000,000.
(B) Outlays, $242,600,000,000. ,
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $261,000,000,000.
(B) Outlays, $253,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $272,200,000,000.
(B) Outlays, $264,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(14) Social Security (650):



Fiscal year 1995:
(A) New budget authority, $6,800,000,000.
(B) Outlays, $9,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $6,300,000,000.
(B) Outlays, $9,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $8,300,000,000.
(B) Outlays, $11,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $9,000,000,000.
(B) Outlays, $12,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $9,800,000,000.
(B) Outlays, $13,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(15) Veterans Benefits and Services (700):
Fiscal year 1995:

(A) New budget authority, $37,200,000,000.
(B) Outlays, $36,600,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,

$32,900,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $37,600,000,000.
(B) Outlays, $36,600,000,000.
(C) New direct loan obligations, $1,300,000,000.
(D) New primary loan guarantee commitments,

$27,400,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $38,500,000,000.
(B) Outlays, $38,300,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,

$25,800,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $38,600,000,000.



(B) Outlays, $38,500,000,000.
(C) New direct loan obligations, $1,400,000,000.
(D) New primary loan guarantee commitments,

$25,600,000,000.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $39,700,000,000.
(B) Outlays, $39,700,000,000.
(C) New direct loan obligations, $1,500,000,000.
(D) New primary loan guarantee commitments,

$25,300,000,000.
(E) New secondary loan guarantee commitments, $0.

(16) Administration of Justice (750):
Fiscal year 1995:

(A) New budget authority, $18,000,000,000.
(B) Outlays, $16,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $20,800,000,000.
(B) Outlays, $19,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $21,700,000,000.
(B) Outlays, $20,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $22,700,000,000.
(B) Outlays, $22,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $22,800,000,000.
(B) Outlays, $22,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(17) General Government (800):
Fiscal year 1995:

(A) New budget authority, $13,700,000,000.
(B) Outlays, $13,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $13,500,000,000.
(B) Outlays, $14,700,000,000.
(C) New direct loan obligations, $0.



(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $13,400,000,000.
(B) Outlays, $13,900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $13,100,000,000.
(B) Outlays, $13,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $13,200,000,000.
(B) Outlays, $13,400,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(18) Net Interest (900):
Fiscal year 1995:

(A) New budget authority, $247,100,000,000.
(B) Outlays, $247,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, $267,200,000,000.
(B) Outlays, $267,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, $282,800,000,000.
(B) Outlays, $282,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, $298,500,000,000.
(B) Outlays, $298,500,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $315,800,000,000.
(B) Outlays, $315,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(19) Allowances (920):
Fiscal year 1995:

(A) New budget authority, -$800,000,000.



(B) Outlays, - $1,800,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, -$3,600,000,000.
(B) Outlays, - $2,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, -$3,600,000,000.
(B) Outlays, - $2,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, -$2,900,000,000.
(B) Outlays, - $6,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:
(A) New budget authority, $9,400,000,000.
(B) Outlays, - $900,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

(20) Undistributed Offsetting Receipts (950):
Fiscal year 1995:

(A) New budget authority, -$36,100,000,000.
(B) Outlays, - $36,100,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1996:
(A) New budget authority, -$30,300,000,000.
(B) Outlays, - $30,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1997:
(A) New budget authority, - $30,300,000,000.
(B) Outlays, - $30,300,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1998:
(A) New budget authority, -$31,200,000,000.
(B) Outlays, - $31,200,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

Fiscal year 1999:



(A) New budget authority, - $31,600,000,000.
(B) Outlays, -$31,600,000,000.
(C) New direct loan obligations, $0.
(D) New primary loan guarantee commitments, $0.
(E) New secondary loan guarantee commitments, $0.

SEC. 4. HEALTH CARE REFORM.
(a) If health care reform legislation is reported (including by a

committee of conference), budget authority, outlays, and new enti-
tlement authority shall be allocated to committees, and the total
levels of budget authority, outlays, and revenues shall be adjusted,
to reflect such legislation if the legislation in the form in which it
will be considered would not increase the total deficit for the period
of fiscal years 1995 through 1999.

(b) Upon reporting of legislation described in subsection (a) and
again upon submission of a conference report on such legislation,
the chairman of the Committee on the Budget shall publish in the
Congressional Record revised allocations under section 602(a) of
the Congressional Budget Act of 1974 and revised levels of total
budget authority, outlays, and revenues to carry out this section.
Such allocations and totals shall be considered as the allocations
and aggregates under this resolution.
SEC. 5. SENSE OF THE CONGRESS.

It is the sense of Congress that the following legislation should
be enacted:

(1) Legislation providing enforceable limits to control the
growth of entitlement or mandatory spending.

(2) Amendments to the Budget Enforcement Act of 1990 to
establish a regular procedure to provide assistance for disas-
ters and other emergencies without adding to the deficit.

(3) Legislation granting the President expedited rescission
authority over appropriations measures, as provided by H.R.
1578, as passed the House.

SEC. 6. SENSE OF COMMITTEE ON THE BUDGET ON SCORING HEALTH
REFORM.

It is the sense of the Committee on the Budget that all financial
transactions associated with the President's health reform legisla-
tion or similar health reform legislation relying on mandated pay-
ments to a Government entity be treated as part of the Federal
budget, including premium payments by individuals and employees
to health alliances (which should be treated as receipts) and pay-
ments by health alliances to providers (which should be treated as
outlays), for all purposes under the Congressional Budget Act of
1974.
SEC. 7. SENSE OF COMMITTEE ON THE BUDGET.

(a) The Committee on the Budget is troubled by the Federal Gov-
ernment's failure to enforce immigration laws and secure United
States borders from illegal immigration. The Government has also
failed to investigate and prosecute Federal wage and hour viola-
tions, thus creating incentives to hire persons illegally in the Unit-
ed States and exacerbating the problem of illegal immigration.

(b) The Committee on the Budget recognizes that the Federal
Government has an obligation to help fund increasing State and
local government costs directly resulting from ineffective Federal
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enforcement efforts in this area. Therefore, the Committee assumes
that adequate funding in this resolution will be used to reimburse
States and local governments for both authorized program costs
and legally binding obligations associated with providing:

(1) Elementary and secondary education for undocumented
children in the public schools.

(2) Emergency medical assistance to undocumented persons.
(3) Law enforcement resources and personnel to incarcerate

and supervise parole of criminal aliens. This funding can either
be used by the Federal Government to take into custody and
incarcerate criminal aliens or to reimburse States and local
governments for their associated costs.

(4) Services incidental to admission of refugees under the
Refugee Admission and Resettlement program.

SEC. 8. SENSE OF THE CONGRESS REGARDING RESERVE FUNDS FOR
EMERGENCIES.

It is the sense of Congress that-
(1) the emergency designation under section 251 of the Bal-

anced Budget and Emergency Deficit Control Act of 1985 has
repeatedly been invoked to circumvent the discretionary spend-
ing limits for other than emergency purposes;

(2) amounts for emergencies should be set aside within a re-
serve fund and subject to the discretionary spending limit;

(3) the reserve fund shall total 1 percent of annual budget
outlays; and

(4) emergency funding requirements in excess of amounts
held in the reserve fund should be offset by a reduction in ap-
propriations.

SEC. 9. SENSE OF THE CONGRESS REGARDING UNFUNDED MANDATES.
It is the sense of Congress that-

(1) the Federal Government should not diminish the fiscal
autonomy of State and local governments over their own
sources of revenue;

(2) the Federal Government should not shift the costs of ad-
ministering Federal entitlements to State and local govern-
ments;

(3) the Federal Government's share of entitlement programs
should not be capped without providing States authority to
amend their financial or programmatic responsibilities to con-
tinue meeting the mandated service; and

(4) Congress should develop a mechanism to ensure that the
costs of mandates are considered during deliberations on au-
thorizing legislation.

SEC. 10. SENSE OF THE CONGRESS REGARDING BASELINES.
(a) FINDINGS.-The Congress finds that-

(1) the baseline budget shows the likely course of Federal
revenues and spending if policies remain unchanged;

(2) baseline budgeting has given rise to the practice of cal-
culating policy changes from an inflated spending level; and

(3) the baseline concept has been misused to portray policies
that would simply slow down the increase in spending as
spending reductions.

(b) SENSE OF CONGRESS.-It is the sense of the Congress that-
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(1) the President should submit a budget that compares pro-
posed spending levels for the budget year with the current
year; and

(2) the starting point for deliberations on a budget resolution
should be the current year.
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