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INTRODUCTION

A Blueprint for Balance

Romina Boccia

Budgeting is an essential act of governing. Every-
thing the federal government does, it does by either
taxing or spending. Even regulatory agencies are able
to produce and enforce regulation only when Congress
funds their activities. Budgeting therefore affects every
aspect of federal governance and its relationship to the
American people. The size and scope of America’s bud-
gethas adirectimpact on Americans’ ability to provide
for their families, contribute to their communities, and
pursue their version of the American dream.
Blueprint for Balance: A Federal Budget for Fiscal
Year 2019 is our organization’s budget proposal to
Congress. It lays out a budgetary path to balance with
specific and detailed policy reforms to strengthen
America’s economy, society, and defense. In this report,
Heritage analysts provide detailed recommendations
for the fiscal year (FY) 2019 congressional budget, tar-
geting discretionary as well as mandatory federal pro-
grams and including federal budget process reforms.
The report is designed primarily to provide options
for Congress. The information is presented in a man-
ner that is designed to be especially useful to those
who use the congressional budget to pursue policy
goals. All of the budget proposals are organized by
appropriations subcommittees, because that is how
Congress organizes itself. A major purpose of Blue-
print for Balance is to present Congress with ready
proposals and justifications that lawmakers can use to
introduce legislative amendments to appropriations
bills. The report and a budget proposal tracker are also
intended to provide the American public with tools to
hold lawmakers accountable and to help lawmakers,

the media, and the public determine whether Con-
gress and the Administration are making progress on
conservative reforms.

The budget enables Congress to establish a com-
prehensive governing philosophy. Heritage’s Blueprint
for Balance seeks to guide Congress in this fundamen-
tal task. Congress should put the budget on a path to
balance, while strengthening national defense and
preserving the critical reforms adopted in law from
the Tax Cuts and Jobs Act and without raising taxes,
both to enable economic growth to raise living stan-
dards for all Americans and to protect and strengthen
civil society in our great nation.

A FEDERAL BUDGET
FOR FISCAL YEAR 2019

The federal budget should reflect the principles
of the American people within the constraints of
constitutional government. The budget delineates
priorities, clarifies positions on fundamental issues,
reflects views on the role of the government, and
provides insight into Americans’ moral character. At
the most basic level, a budget is a plan to collect and
allocate resources. However, it should also illustrate
a commitment to individual rights as well as to eco-
nomic freedom and prosperity. As President Ronald
Reagan said in 1981:

We’re not cutting the budget simply for the sake
of sounder financial management. This is only a
first step toward returning power to the States
and communities, only a first step in reordering
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the relationship between citizen and government.
We can make government again responsive to the

people by cutting its size and scope and thereby en-
suring that its legitimate functions are performed

efficiently and justly.!

Americans have reached a critical point. The fed-
eral government has grown to an unprecedented
size, has expanded its scope to virtually every part
of the economy, and is on a dangerous fiscal trajec-
tory. Taxpayers pay enormous amounts of money to
the government, and the government borrows huge
sums beyond the amount it takes from taxpayers. The
government uses taxes and borrows money to pay for
excessive spending, including many programs that
benefit the well-connected or keep people from pros-
pering by penalizing marriage and work. As of June
2018, the national debt exceeds $21 trillion. According
to the Congressional Budget Office, if the government
remains on its currently planned trajectory, it will
spend at least another $12.4 trillion more than it will
collect over the 2018 to 2028 period, piling even more
debt onto American families.

The country cannot and should not sustain the
current course of excessive spending and borrowing.

Every journey begins with just one small step.
Blueprint for Balance offers lawmakers specific
steps they should take in the annual budget and
appropriations processes to make a down payment
on putting the government’s finances in order, re-
lieving the American economy of inappropriate and
poorly administered federal spending programs, and
reining in the expansive federal bureaucracy to en-
able American families, individuals, and business to
prosper. Congress can begin this journey immedi-
ately by reducing discretionary spending and taking
meaningful steps to reduce mandatory spending by
reforming welfare, health care, disability, and other
subsidy programs.

We encourage Congress to consider seriously the
budget proposals included in this Blueprint for Bal-
ance. We selected programs for reductions and elim-
inations using four important criteria:

1. Would the program’s elimination increase
opportunity or reduce favoritism?

2. Would the program better serve the American
people if it were administered and financed by
the private sector?

3. Would the program better serve the American
people if it were administered by state or
local governments?

4. TIsthe program wasteful or duplicative?

In order to hold the Administration and lawmak-
ers more accountable for pursuing important budget
proposals, we are introducing a new tracker to estab-
lish whether federal budget proposals are included by
the Administration and in select congressional bud-
get proposals. We are tracking proposals in President
Trump’s budget, the House budget, the Senate bud-
get, and the influential Republican Study Committee
budget. For each proposal, we identified whether the
budget proposal includes it, partially includes it, does
not address it, or rejects it. We hope that this tool will
prove useful to lawmakers in identifying which bud-
get proposals already enjoy broad support and which
need more champions. Our other aim is to influence
future budget proposals by encouraging the inclusion
of yet more support for the recommendations made
in the Blueprint for Balance. As the saying goes, “What
gets measured gets improved.”

Congress should also use the annual appropria-
tions process to advance important policy objectives.
The Constitution unequivocally grants Congress the
exclusive power to appropriate funds for the opera-
tions of government. James Madison wrote in Feder-
alist No. 58 that providing budgetary powers to Con-
gress was a critical element in maintaining individual
rights: “The power over the purse may, in fact, be re-
garded as the most complete and effectual weapon
with which any constitution can arm the immediate
representatives of the people for obtaining a redress
of every grievance, and for carrying into effect every
just and salutary measure.” Blueprint for Balance of-
fers lawmakers specific legislative riders to advance
policy through the budget process.

Congress should prepare honest budgets and pass
legislation that brings current law into compliance
with congressional budget plans. The American peo-
ple have lost trust in Washington, in part because their
representatives in Congress say one thing and do an-
other. However, for the well-connected, Washington
is afinely tuned machine aimed at avoiding principled
arguments and keeping the gravy train rolling for spe-
cial interests.

Congress should make permanent the critical U.S.
tax code reforms that were passed into law through
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the Tax Cuts and Jobs Act and that have made Amer-
ica more competitive globally, benefiting American

workers and families and boosting our nation’s eco-
nomic growth. Moreover, Congress should reduce

spending through the tax code by repealing those tax

credits that represent narrowly targeted subsidies

benefiting certain well-connected groups at a cost to

equity and the efficiency of the American economy
and at a high cost to other federal taxpayers. Blueprint
for Balance includes along list of tax credits that Con-
gress should repeal.

Congress must end the practice of using budget
gimmicks to mask overspending and must stop using
parliamentary procedures to make excuses for not
advancing the policies it was elected to pursue. Con-
gress should use the budget process to promote free
enterprise, limited government, individual freedom,
traditional American values, and a strong national
defense. By reducing debt, putting our fiscal house in
order, and seizing opportunities to advance import-
ant policy objectives, Congress can produce a strong
economy, a strong society, and a strong America.

ENDNOTE

The federal budget for FY 2019 presented here will:

Slow the growth in spending while fully and
strategically funding national security priorities;

Make permanent the Tax Cuts and Jobs Act
of 2017, giving taxpayers more than $400 billion
in additional tax cuts over the next decade;

Balance the budget within six years;

Reduce spending by $12.3 trillion and reduce
the deficit by $11.9 trillion;

Reform entitlement programs, the main
driver of the national debt;

Eliminate budget gimmicks and improve
the broken budget process, creating more
transparency and accountability; and

Eliminate programs outside of the federal
government’s constitutional role that produce
favoritism and limit opportunity.

1. Ronald Reagan, “Remarks at the Conservative Political Action Conference Dinner,” The American Presidency Project, March 20, 1981,
http://www.presidency.ucsb.edu/ws/index.php?pid=43580 (accessed May 23, 2018).
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CHAPTER ONE

Reform Federal Policies

Through the Congressional Budget

Edited by Romina Boccia

E ach year, Congress is required to pass a budget
resolution that addresses the entirety of the fed-
eral budget: all spending and all taxes. Even though
the budget resolution does not carry the force of law,
Congress can use it to lay out its vision for the nation
and establish policy goals for the following fiscal year
and the years ahead.

The budget resolution also sets the stage for
enabling Congress to follow through on its vision
with separate legislation, especially budget recon-
ciliation, which both allows a bill to bring current
law into compliance with the resolution to be fast-
tracked in Congress and makes it filibuster-proof
in the Senate.

With more than $20 trillion in national debt and
annual deficits approaching trillion-dollar territory,
the budget resolution presents a critical opportunity
for Congress to address the key drivers of the govern-
ment’s financial problems: spending and debt. Con-
gress should use the reconciliation process in 2018
to reduce federal spending.

Congress should put the budget on a path toward
balance in order to (1) reduce debt and enable eco-
nomic growth to raise living standards for all Ameri-
cans, (2) maintain a low and efficient tax system, and
(3) strengthen America’s national defense.

Congress should repeal Obamacare and reform
the major entitlement programs: Medicare, Medicaid,
Social Security, and welfare. Congress should ensure
that America’s veterans receive quality, timely, and
affordable health care that is focused on the unique
needs of service-related conditions.

To strengthen civil society, Congress should pro-
tect life and conscience and defend religious liberty.
In reviving true federalism, Congress should leave
matters of infrastructure, natural resource manage-
ment, education, and welfare principally to states, lo-
calities, and the private sector.

Congress should also review Federal Reserve policy
and restrain the central bank’s discretion. Reducing
harmful regulations will enable entrepreneurs and
businesses to expand the economy and enhance oppor-
tunity for all Americans to achieve their version of the
American Dream. This chapter outlines the major policy
objectives that should guide the congressional budget.

STRONG NATIONAL DEFENSE

Congress should prioritize national security by
funding critical defense needs and the rebuilding of
military capabilities following years of defense cuts
that hurt both capability and readiness. The Heritage
Foundation’s 2018 Index of U.S. Military Strength rat-
ed the U.S. military as “marginal” while rating both the
Army and the Marine Corps as “weak.”

The Bipartisan Budget Act of 2018 provided some
necessary relief in fiscal year (FY) 2018 and FY 2019
from budget caps imposed on defense by the 2011 Bud-
get Control Act. Rebuilding the military will require
a significant funding increase for defense, sustained
through time. Congress should preserve military ca-
pacity, increase readiness, and make investments in
modernization. Congress should work with President
Donald Trump to expand and strengthen the military
and improve our national security.
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To meet these goals, funding for America’s de-
fense budget should be sustained and predictable and
should match the mission we assign our military. A
strong defense budget alone is not enough to keep the
U.S. safe, but an insufficient defense budget leads to a
weak military and invites further provocations from
America’s enemies.

MORE EFFECTIVE GOVERNMENT

The U.S. government looks nothing like the limited
government envisioned by the Founders. Instead of
concentrating on national security and the rule of law,
the federal government’s reach extends into virtually
every sector and industry of the American economy.!
Bigger government has not meant better government,
as the federal bureaucracy operates through ineffi-
cient, unaccountable, and often detrimental means.

The federal government’s massive size and inef-
ficient and wasteful operations impose a huge bur-
den on federal taxpayers, with the U.S. government
consuming 21 cents of every dollar of American gross
domestic product (GDP).2 Congress should reduce
inefficiencies, return non-federal functions to state
and local governments or the private sector, eliminate
waste and duplication, and reduce total federal gov-
ernment costs.

Congress can pursue a government reorganization
agenda with comprehensive reforms in the way the
federal government does business (such as federal
personnel and budget process reforms) and through
agency-specific changes such as restructuring, reduc-
tions, and eliminations, as well as through regulatory
reforms. Congress can better respect taxpayers’ dol-
lars by making the federal government operate more
efficiently and transparently.

COMPETITIVE CIVIL
SERVICE COMPENSATION

Unlike private businesses that pay workers based
on their productivity, the federal government pays
workers based on a rigid schedule that is shielded
from many market forces. Consequently, federal
employees as a whole receive significantly higher
total compensation than similar private sector em-
ployees receive. Yet the federal government is at a
competitive disadvantage when it comes to attract-
ing highly skilled workers because it fails to tie pay
effectively to productivity. Moreover, excessive civil
service protections prevent federal managers from
firing—or even stopping performance-based pay

increases for—underperforming, idle, and even re-
calcitrant employees.

Congress should reform the federal employment
system, including everything from pay and benefits to
personnel policies and labor-management relations,
to make it operate more like the private sector. This
would provide federal employees with a more com-
petitive compensation package, including greater
choice and potentially higher pay. It would also im-
prove morale and save taxpayers an estimated $330
billion in excessive federal personnel costs over the
next 10 years.?

ECONOMIC FREEDOM

Economic freedom in the United States has in-
creased by 0.6 point after a decade-long decline. Ac-
cording to The Heritage Foundation’s 2018 Index of
Economic Freedom, the U.S. is ranked as the world’s
18th-freest economy, posting a significant improve-
ment in financial freedom while losing some ground
in the government integrity category. Although Amer-
ica’s economic freedom ranking has dropped due to
comparatively better improvements in other coun-
tries, there are signs of renewed labor market dyna-
mism and increased economic growth.

Efforts to overhaul federal regulatory policies and
lower tax rates for corporations and individuals are
spurring business confidence and investment. The
continuing decline in the score for government integ-
rity reflects a growing perception of cronyism, elite
privilege, and corruption. Future moves in the area of
trade, including renegotiation of the North American
Free Trade Agreement (NAFTA), could affect Ameri-
ca’s competitiveness in the world economy.

EFFICIENT TAXATION

Federal taxes should exist to raise only the rev-
enues necessary to fund the constitutionally pre-
scribed duties of the federal government. Revenues
should be collected in the least economically dam-
aging manner. The Tax Cuts and Jobs Act worked to
remedy the historical failures of the U.S. tax system
on both fronts by lowering tax burdens and mini-
mizing the economic distortions of the corporate
income tax. Building on the successes of tax reform
in 2017, future updates to the tax code will need to
extend many of the changes permanently and ad-
dress the system’s continued complexity while fur-
ther reducing economic distortions caused by special
tax privileges.

6 The Heritage Foundation | heritage.org/BlueprintForBalance



Chapter1 | Reform Federal Policies Through the Congressional Budget

The U.S. tax code’s complexity and structure harm
economic growth. The 2017 tax reform began to ad-
dress the most pressing problems, but much work still
needs to be done. The new lower tax rates and other
changes in tax reform will increase productivity, job
creation, and real wages. In the coming years, Con-
gress should make the individual tax cuts permanent,
expand the ability of businesses to fully expense their
investments, and eliminate all special tax carveouts.
These changes will work to increase and solidify the
economic gains from tax reform.

Future tax reforms should further lower tax rates
on all Americans and work to establish a consump-
tion tax base rather than the hybrid income-consump-
tion tax base that the current system uses. Expanding
the use and availability of retirement-style savings
accounts for all-purpose savings is a good first step
toward the goal of eliminating the bias against saving
and investment. Future reforms should also make the
U.S. tax system more transparent and less complex so
that taxpayers understand how much they are paying
every year to fund the federal government.

COMPETITIVE FEDERALISM

A highly centralized government is a poor fit for a
country as large and diverse as America. Federalism
should allow for 50 different models of governance
suited to the particularities of our individual states.
This would also foster competition among the states,
creating incentives for them to enact policies that re-
tain and attract citizens. Within the confines of the
Constitution, states should be free to enact policies that
best serve the needs of their citizens. Properly under-
stood, federalism is in the service not of the states, but
of the American people who reside in the states.

To revive true federalism, Congress should focus
on its core constitutional responsibilities and not
treat the states as administrative sub-units tasked
with helping to implement federal policies using
federal funds. Because Congress is now involved in
so many areas, Congress must propose issue-specific
reforms that will restore constitutional governance
in each of these areas.

Congress should also stop trying to induce states
to adopt its preferred policies by making state accep-
tance of these policies a condition of states’ receiving
federal funds. Rather, Congress should leave to the
states those programs that do not carry out a consti-
tutional function of the federal government or that
otherwise ought to be handled by states.

Moreover, in exchange for flexibility from federal
mandates, Congress should return to the states fiscal
responsibility for many programs now funded by the
federal government. Laws that go beyond the federal
government’s enumerated powers and preempt state
authority should be repealed.

LIMITED REGULATION

Federal spending and revenues constitute only
one part of the total burden imposed on Americans
by Washington. Rules imposed by federal regulators
also impose crushing costs on the U.S. economy and
society. During the Obama Administration alone,
these costs increased by over $120 billion annually.*

Congress, along with President Trump, must re-
verse this out-of-control regulatory growth. It should
start by repealing the harmful and unnecessary rules
that have been imposed on Americans. It already has
started this process by repealing network-neutrality
restrictions on Internet providers.

Next, Congress should require that every ma-
jor new rule must be approved by Congress and the
President before taking effect. In addition, existing
rules should be subject to automatic expiration (often
called “sunsetting”) if not specifically renewed after
a certain time. Both of these changes would help to
limit the harmful growth of the regulatory burden.

SECURITIES LAW REFORM FOR
BARRIER-FREE ENTREPRENEURSHIP

A morass of securities regulations impedes capital
formation, disproportionately harms small and start-
up businesses, and reduces innovation and econom-
ic growth. Securities laws should focus primarily on
the core mission of deterring and punishing fraud and
should require reasonable, limited, scaled disclosure
by widely held firms of material information that in-
vestors need to make informed investment decisions,
such that larger and even more widely held firms are
subject to greater disclosure requirements.

The modern securities market is generally inter-
state in character, and most primary offerings, sec-
ondary markets, and broker-dealers should therefore
be subject only to the federal regulatory regime, while
state securities regulation should be limited to intra-
state offerings and anti-fraud enforcement rather
than offering registration and qualification. The law
should allow the development of robust secondary
markets in the securities of smaller companies by im-
proving existing secondary markets for small public
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companies, establishing a regulatory environment
that enables venture exchanges, and reasonably reg-
ulating the secondary sales of private securities. Reg-
ulators should not engage in “merit review” or man-
date particular portfolio choices; regulators should
not substitute their investment or business judgment
for that of investors.

STABLE MONEY

Many take for granted that the Federal Reserve
has contributed positively to economic stabilization,
but the U.S. has experienced severe economic turmoil
in at least four different decades since the Fed was
founded. Recessions have not become less frequent
or shorter in duration, output has not become less
volatile, and some of the worst U.S. economic crises
have occurred on the Fed’s watch.® Furthermore, the
Fed’s action during the 2008 financial crisis is only
the latest example of its long history of propping up
failing firms;° throughout its history, the Fed has op-
erated within a purely discretionary policy framework.

Congress should reduce the Fed’s discretion in
monetary policy and direct the central bank to imple-
ment rules-based policies that move the U.S. toward a
truly competitive monetary system. Congress should
also review the effectiveness of the Federal Reserve
with a formal commission and require the Fed to
implement a plan that combines shrinking the bal-
ance sheet with phasing out the payment of interest
on excess reserves in no more time (approximately
five years) than it took to implement its QE programs.
In the meantime, Congress should immediately re-
quire the Fed to stop paying above-market rates on
reserves.’

Failure to implement these changes will only allow
the Fed to maintain its current operating framework
indefinitely. This crisis-era framework allows the Fed
to maintain an abnormally large footprint in credit
markets, thus distorting prices and interest rates.
Maintaining this framework will also make it very
difficult for the Fed to regulate the economy’s overall
liquidity without allocating credit to specific groups.

TRADE FREEDOM

The ability to trade freely with others is the foun-
dation of America’s modern economic system, which
provides historically unprecedented opportunities
for individuals to achieve greater economic indepen-
dence and prosperity. According to data in the annual
Index of Economic Freedom, countries with low trade

barriers are more prosperous than those that restrict
trade. Open trade fuels vibrant competition, innova-
tion, and economies of scale, allowing individuals,
families, and businesses to take advantage of lower
prices and increased choice.

The United States has trade agreements with 20
countries around the world that reduce most taxes
on imports from these countries to zero. The United
States is currently renegotiating the North Ameri-
can Free Trade Agreement (NAFTA), which opens
the flow of trade among the U.S., Canada, and Mexico.
After 24 years of free trade between the countries, the
United States is seeking changes to modernize NAFTA
and broaden the sectors covered under the agreement.
These agreements cover only about 36 percent of U.S.
annual imports, and Congress should further elim-
inate trade barriers and protectionist policies to in-
crease Americans’ economic freedom.

Nearly half of U.S. imports are intermediate goods
(goods that are components used in making other
goods), and U.S. manufacturers rely on these import-
ed inputs to create American jobs and compete in the
global marketplace. The government should encour-
age manufacturing by eliminating all taxes on imports
of intermediate goods. Trade laws such as Section 201
of the Trade Act 0f1974% and Section 232 of the Trade
Expansion Act of 1962° should not be employed hap-
hazardly to impose tariffs and other trade restrictions,
asrestrictions aimed at providing protection or bene-
fit to one industry or producer often have serious neg-
ative impacts on other domestic producers in addition
to harming U.S. consumers.

VITAL INFRASTRUCTURE

Federal funding accounts for about one-quarter of
public spending on transportation infrastructure. Ex-
pansions of the federal role over the past half-century
have crowded out other sources of funding and caused
the efficiency, accountability, and fiscal responsibility
of infrastructure spending to diminish. These expan-
sive top-down decisions have led to a misallocation
of resources and poor incentives in public spending.

In surface transportation, lawmakers have re-
peatedly diverted Highway Trust Fund money to
non-highway projects. This has contributed to over-
spending from the Highway Trust Fund, leading to
extensive general fund bailouts. Grant programs ad-
ministered at the federal level further create perverse
incentives for states and localities to build new, un-
necessary projects while badly needed maintenance
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Chapter1 | Reform Federal Policies Through the Congressional Budget

of vital infrastructure goes unfunded. In aviation,
federal airport improvement grants and prohibitive
regulations siphon resources from the most import-
ant airports and distribute them to those of far less
significance. The Federal Aviation Administration’s
Air Traffic Control system continues to be run like a
bureaucracy instead of a high-tech business. Ameri-
ca’s waterways infrastructure likewise suffers from an
outmoded federal funding and management paradigm
that has left it in disrepair.

In order to invest more effectively in vital infra-
structure that will improve both geographic and eco-
nomic mobility, the federal role in funding should be
restricted to a small group of issues that are strictly of
national importance. This will leave the vast major-
ity of funding decisions to states, localities, and the
private sector, which can set priorities more effec-
tively, identify and meet specific needs, and be more
accountable to the public. Removing the federal mid-
dleman from infrastructure decisions will empower
states, localities, and the private sector to build the
infrastructure that best suits people’s needs while re-
storing accountability to a system currently mired in
federal mismanagement.

MARKET-BASED HEALTH CARE

Obamacare is unpopular, unaffordable, and un-
workable. Congress took the right step by repealing
the individual mandate penalty in 2017, returning
to Americans the ability to decide which insurance
is right for them. Congress should finish the job and
fulfill its long-held promise to repeal and replace
Obamacare. Full repeal would alleviate the burdens
caused by Obamacare’s costly and onerous federal
insurance regulations, which have caused massive
disruption in the insurance market and dramatically
increased costs. Repeal is essential to controlling gov-
ernment health care spending and clearing the way
for an alternative reform that is patient-centered and
market-based.

Congress should put in place a framework for a
health care reform alternative. This proposal should
address the major drivers of health care spending and
promote a free market for health care by removing the
federal regulatory and policy obstacles that discour-
age choice and competition.

A replacement package should encourage person-
al ownership of health insurance by reforming the
tax treatment of health insurance. It should start by
capping the currently open-ended value of the tax

exclusion for employer-based health care in order to
remove economic distortions that drive up costs and
by providing tax relief for individuals to purchase or
save for the coverage of their choice.

A replacement package should also restore Med-
icaid to a true safety net and ensure that it focuses
on the nation’s most vulnerable: the elderly, disabled,
and women and children in poverty. Federal Medic-
aid assistance for able-bodied individuals should be
converted to a direct, defined contribution to facili-
tate participation in the private marketplace. Federal
Medicaid assistance for the low-income elderly should
be folded into the Medicare program to streamline
seniors’ health benefits. For the disabled population,
payments to states should be limited to ensure fiscal
control but also allow states flexibility to tailor their
programs to the specific needs of their populations.

Finally, a replacement package should modernize
the Medicare program so that it can meet its grow-
ing demographic, fiscal, and structural challenges.
Medicare should transition to a defined-contribu-
tion or premium-support model. Instead of setting
payment administratively, Medicare should base
the annual government contribution on the market,
and the amount should reflect the results of compet-
itive bidding among health plans to provide standard
Medicare benefits. To prepare the way for such a com-
prehensive reform, smaller Medicare changes—such
as raising the retirement age, reducing subsidies for
wealthy seniors, and consolidating existing hospital
and outpatient benefits in a single Medicare program—
would help to make the transition to premium sup-
port smoother.

WELFARE REFORM

The current U.S. welfare system has failed the poor.
It directly undermines human well-being, promotes
dysfunctional behavior, and is extremely costly. Total
federal and state government spending on dozens of
different federal means-tested welfare programs now
reaches $1.1 trillion annually.”® However, most policy-
makers, along with the American public, are not aware
of the full cost of welfare. Congress should include in
its annual budget an estimate of total current welfare
spending, as well as 10-year projections.

There is dignity and value in work, in supporting
oneself and one’s dependents. Welfare reform should
encourage work, a proven formula for reducing de-
pendence and controlling costs. The food stamp pro-
gram, one of the largest of the government welfare
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programs, would be a good place to start: Able-bodied
adults receiving food stamps should be required to
work, prepare for work, or look for work as a condition
of receiving assistance. The work requirements of the
Temporary Assistance for Needy Families program,
put into place by the 1996 welfare reform, are much
too weak today and should be strengthened.

The vast majority of welfare spending is federal,
even when administration of the program occurs at the
state level. Because states are not fiscally responsible
for welfare programs, they have little incentive to curb
dependence or rein in costs. States should gradually
assume greater revenue responsibility for welfare pro-
grams by paying for and administering the programs
with state resources. A good first step would be the
gradual return to the states of fiscal responsibility for
all subsidized housing programs for the non-elderly.

The most important reform leaders should seek is
to strengthen marriage. The absence of marriage di-
rectly reduces human well-being, yet the welfare sys-
tem penalizes marriage. Policymakers should elimi-
nate marriage penalties in the current welfare system.
A place to begin would be with the earned income tax
credit (EITC). By reducing widespread fraud in the
EITC, policymakers could not only restore integrity
to the EITC program and reap large savings, but also
use a portion of those savings to eliminate marriage
penalties in the rest of the welfare system.

WORKFORCE REFORM

The best wage and employment-security program
is competing job offers. Labor policy should encour-
age economic expansion rather than hobble job cre-
ators with regulations that get in the way of dynamic
economic forces.

Sclerotic labor management rules and workforce
categorization from the last century are unfit for a la-
bor market that will take advantage of new technolo-
gies, processes, and organizational structures. Entre-
preneurs and workers are redefining the relationship
of workers to employers. Policy needs to adapt as well.
In 2017, for instance, MBO Partners reported that
there were “nearly 41 million adult Americans of all
ages, skill, and income levels...who work independent-
ly to build businesses, develop their careers, pursue
passions and/or to supplement their incomes.”" In
addition, 49 percent of part-time independent work-
ers have full-time traditional jobs.

Tried-and-failed job training programs should
be terminated.'? Since the private sector finances 90

percent of job training expenditure, policy should al-
low and encourage innovation in the private sector."
Simply piling more money into ineffective federal
training programs will not work.

EDUCATION CHOICE

In the years since 1965, when President Lyndon
B. Johnson signed the Elementary and Secondary
Education Act (ESEA) into law as the keystone edu-
cation component of his War on Poverty, the federal
government, which represents 10 percent of all K-12
education spending, has appropriated some $2 trillion
in an effort to improve the educational outcomes of
American students.”* Despite a more than doubling
of inflation-adjusted federal per-pupil expenditures
since that time, only slightly more than one-third
of children in grades four and eight are proficient in
reading—a figure effectively unchanged since the early
1970s."* Moreover, achievement gaps among students
remain, and graduation rates for disadvantaged stu-
dents are stagnant.'®

These lackluster outcomes—and in some cases de-
clines—in academic performance are further evidence
that ever-increasing government spending is not the
key to improving education. Education dollars and
decision-making should be situated as close to the
student as possible.

In order to shift education functions from the fed-
eral government to state and local leaders, Congress
should limit federal intervention in education. It can
begin by eliminating ineffective and duplicative pro-
grams and offering relief to states and schools through
reforms in the Academic Partnerships Lead Us to Suc-
cess (A-PLUS) Act. As appropriate, Congress should
also work to establish education choice options for
federally connected students, including children from
military families, those residing in Washington, D.C.,
and Native American children attending Bureau of
Indian Education schools.

Specifically, Congress should modernize the fed-
eral Impact Aid program, using those funds to estab-
lish education savings accounts (ESAs) for children
from military families, enabling them to choose
schools and education options that meet their indi-
vidual learning needs. Congress should also establish
ESAs for Native American children attending Bureau
of Indian Education schools, which are some of the
poorest-performing schools in the country, and chil-
dren in Washington, D.C., which is under the juris-
diction of Congress.
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HIGHER EDUCATION ACCREDITATION
REFORM AND RESTRAINT IN FEDERAL
HIGHER EDUCATION SUBSIDIES

When tax credits and deductions are included, to-
tal aid for higher education, including non-federal
sources, exceeds $250 billion annually.”” Federal aid
alone accounts for more than $150 billion annually.'®
Federal higher education subsidies have increased
substantially over the past decade.”

The number of students who borrow money through
federal studentloans has increased by 115 percent, from
5.9 million students during the 2002-2003 academic
year to some 12.7 million today. At the same time, Pell
Grant funding has more than doubled in real terms; the
number of recipients has nearly doubled over the same
period.? As federal subsidies have increased, so have
college costs. Since 1980, tuition and fees at public and
private universities have grown at least twice as fast as
the rate of inflation.* Some 60 percent of bachelor’s
degree holders leave school with more than $26,000
in student loan debt, and cumulative student loan debt
now exceeds $1.4 trillion.*

To increase access to and affordability of higher ed-
ucation, policymakers should limit federal subsidies
and spending, which have contributed to increases
in costs. Congress should eliminate the federal PLUS
loan program, ending the practice of lending to par-
ents on behalf of their undergraduate students (which
encourages family-level debt) as well as the practice
oflending to graduate students. Finally, policymakers
should significantly reform accreditation, including
by decoupling federal financing from the ossified ac-
creditation system.

NATURAL RESOURCE ACCESS

With the abundance of resources beneath U.S.
soil, Americais quite literally the land of opportunity.
America has an abundance of natural resources, in-
cluding plentiful reserves of coal, natural gas, urani-
um, and oil, but federal ownership and control of vast
tracts of America’s land has stymied natural resource
development and resulted in poor land management.
Empowering individuals, as well as state and local
governments, will yield better economic and envi-
ronmental outcomes.

Furthermore, the government places restrictions
on energy exports that block opportunities for Amer-
ican producers and block energy choices for Ameri-
ca’s allies. Congress should open access to natural re-
source development in the U.S., allow states to control

the environmental review and permitting processes
within their borders, and open opportunities for the
free importation and exportation of energy resources
and technologies.

MARKET-DRIVEN ENERGY MARKETS

Over the years, Congress has implemented nu-
merous policies to subsidize the production or con-
sumption of one energy source over another, includ-
ing through direct cash grants, special tax treatment,
taxpayer-backed loans and loan guarantees, socialized
risk through insurance programs, mandates to pro-
duce biofuels, tariffs, and energy sales at below-mar-
ket costs. Whatever shape such favoritism takes, the
results are always the same: The government delivers
benefits to a small, select group and spreads the costs
among families and consumers.

Subsidies significantly obstruct the long-term suc-
cess and viability of the very technologies and energy
sources that they are intended to promote. Instead
of relying on a process that rewards competition, tax-
payer subsidies prevent a company from innovating
to make a project economically viable without prefer-
ential treatment. Subsidies also promote dependence
on government and encourage programs that are
meant to last only a few years to become permanent
fixtures because of the special interests that benefit
from them. Congress should eliminate preferential
treatment for every energy source and technology
and let a free market in energy work to the benefit
of Americans.

SUSTAINABLE SOCIAL SECURITY

Social Security’s Old Age Survivors and Disability
Insurance (OASDI) programs provide a false sense
of security by promising more in benefits than they
can pay. Combined, these programs cost $1 trillion
in 2017—about one-quarter of the federal budget—to
provide benefits to 60 million beneficiaries. OASDI’s
combined unfunded obligation over the 75-year hori-
zon tops $14 trillion.

Within Social Security’s retirement program, law-
makers should gradually and predictably increase the
early and full retirement ages to account for increases
in life expectancy and then index both to longevity.
Across both the OASDI and DI programs, policymak-
ers should transition to a flat anti-poverty benefit
focused on individuals who need it most and imme-
diately replace the current cost-of-living adjustment
with the more accurate chained consumer price index.
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Individuals should be empowered to provide for more
of their own retirement needs through private means.

TARGETED DISABILITY INSURANCE

Already effectively insolvent, the DI program is
able to continue paying benefits only by taking money
away from Social Security’s retirement program. The
DI program remains plagued by widespread fraud and
abuse, excessive structural flaws and inefficiencies,
and work disincentives.

To address these problems, Congress should tran-
sition to a flat anti-poverty DI benefit; facilitate great-
er access to private disability insurance; improve work
incentives; adopt a needs-based period of disability;
eliminate the non-medical vocational grids that al-
low individuals to receive benefits based on their age,
education, or skill; and instruct the Social Security
Administration to improve the program’s efficiency
and integrity. These changes would preserve the DI
program’s original purpose at a significantly lower
cost for current and future workers.

COMPASSIONATE VETERANS
HEALTH CARE

The U.S. Department of Veterans Affairs (VA)
health care delivery system is in need of compre-
hensive reform to ensure that America’s veterans re-
ceive quality, timely, and affordable health care that
is consistent with the changing health care demands
of the veteran population and not the institutional
concerns of the VA. Congress and the new Adminis-
tration have taken preliminary steps to address the
many underlying troubles facing the VA health care
system. Enacting new personnel policies to ensure
high competency and accountability, expanding whis-
tleblower protections, streamlining bureaucratic pro-
cesses, and integrating new tools for veterans care are
critical changes.*

For the coming fiscal year, these immediate
changes should be followed by more fundamental,
long-term reforms of the VA health system. Reforms
should refocus the use of limited resources to em-
phasize service-related health care needs, especial-
ly in areas in which the VA has a unique expertise
such as poly-trauma, post-traumatic stress disorder
(PTSD), and rehabilitation, while ensuring that if a
veteran can receive better care at a non-VA facility,
especially for issues that are not service-related, the
VA facilitates access to those services. These reforms
should be fiscally responsible, providing quality care

in a cost-effective way. They should also be based on a
longer-term policy and budget window and avoid the
pattern of enacting short-term fixes.

PROTECTION OF LIFE AND CONSCIENCE

Since the Supreme Court’s 1973 decisions in Roe v.
Wade and Doe v. Bolton created aright to abortion on
demand, the pro-life movement has worked tirelessly
to reorient the hearts and minds of an entire gener-
ation toward the dignity and worth of every existing
individual—born and unborn. Despite major pro-life
victories over the past four decades, the challenges to
life and conscience that inevitably stem from sanc-
tioned abortion on demand persist.

Policymakers should return to a deeper respect for
foundational American principles by protecting the
freedom of conscience of individuals, medical pro-
viders, and taxpayers and ensuring the basic rights of
liberty and life for everyone, including those still in
the womb.

There is long-standing, broad consensus that
federal taxpayer funds should not be used for elec-
tive abortions or for health insurance that includes
coverage for elective abortions. Policymakers should
close the patchwork of federal prohibitions on abor-
tion funding by making policies such as the annually
reenacted Hyde amendment, which prohibits the use
of certain federal funds for abortion coverage, per-
manent across federal law and enacting permanent
prohibitions on the use of taxpayer funding to per-
form or promote abortions overseas through foreign
aid or otherwise.

American taxpayers should not be forced to subsi-
dize the abortion industry. Policymakers should end
taxpayer funding for Planned Parenthood Federation
of America affiliates and all other abortion providers
and redirect funding to centers that provide health
care for women without entanglement in on-demand
abortion. Policymakers should also enact perma-
nent conscience protections for individuals, families,
employers, and insurers to ensure that they are not
forced to offer, provide, or pay for coverage that vio-
lates their conscience.

DEFENSE OF RELIGIOUS LIBERTY

The freedom to earn aliving, care for the poor, heal
the sick, and serve the community in ways that are
consistent with one’s beliefs is essential to maintain-
ing a just and free society, but this freedom has suf-
fered erosion in recent years. The right of Americans
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and institutions to exercise their religious beliefs is

not confined to the private sphere and is protected

from government burden and discrimination in pub-
lic life.

America must return to a more reasonable and his-
torically accurate understanding of religious liberty,
upholding religious and moral conscience as an in-
valuable support for healthy republican government
and human flourishing. In 2015, the Supreme Court
imposed a redefinition of marriage on all 50 states in
its Obergefell v. Hodges decision. Policymakers should
promote policies that protect from discrimination
those who believe that marriage is the union of one
man and one woman. Congress should enact laws to
prevent the government from discriminating with
regard to contracts, grants, licensing, accreditation,

or the award or maintenance of tax-exempt status
against any person or group on the basis of speaking
or acting on the belief that marriage is the union of
one man and one woman.

A VISION FOR A FREER, MORE
PROSPEROUS AMERICA

The congressional budget resolution provides
Congress with a critical opportunity to review federal
policy in all areas and to put forth a strong vision for
an America that offers opportunity for all with favor-
itism to none. Congress should seize this opportunity
and begin to drive down federal spending to achieve
a balanced budget while ensuring a strong national
defense, funded only with necessary and efficient tax-
ation, with the goal of protecting individual liberty.
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CHAPTER TWO

Prioritize Welfare, Agriculture,
and Infrastructure Reform in 2018

Edited by Romina Boccia

Congress and the Trump Administration have set
out various goals for their 2018 legislative agenda,
including addressing U.S. infrastructure and welfare
reform. This year, with the farm bill expiring, they will
also have an opportunity to make constructive choic-
es on farm policy. Congress and the Administration
should exercise prudence when considering each of
these matters.

®m Torealize President Donald Trump’s bold
goals for U.S. infrastructure investment, the
Administration should focus on facilitating
greater private-sector involvement and devolving
inappropriate federal activities to states and
localities while reducing counterproductive
federal requirements and regulations that have
hindered U.S. infrastructure investment.

®  To improve the well-being of lower-income
and poor Americans, Congress and the
Administration should pursue welfare reform
that promotes work and marriage—proven
ladders to success and economic security—and
devolve more responsibility for the design,
financing, and administration of social programs
to state and local authorities that are more
attuned to the needs of their communities.

® Tnaddressing the expiring farm bill, Congress
and the Administration should separate farm
programs from welfare programs, eliminate
unnecessary and market-distorting corporate
welfare subsidies in the bill, and provide taxpayer
assistance to farmers only when they experience
major crop losses following disasters.

This chapter provides information on each issue
and recommendations to guide Congress in 2018.

Using Principles of Free Enterprise and Limited Government

to Drive Infrastructure Investment

Michael Sargent

O n February 28, 2017, President Donald Trump
promised to invest at least $1 trillion in a “new
program of national rebuilding” to repair the nation’s
“crumbling infrastructure.” Almost a year later, on
February12, 2018, the Trump Administration released
its Legislative Outline for Rebuilding Infrastructure in

America.? The outline provides a summary of the Ad-
ministration’s infrastructure proposals, which would
attempt to leverage $200 billion in federal spending
to encourage an additional $800 billion to $1.3 trillion
in investment from states, localities, and the private
sector. The plan would prioritize projects that have
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secured local funding (for example, through user fees

or a local tax) and would also devote funding to as-
sisting rural areas, financing “transformative” proj-
ects, and augmenting existing federal infrastructure

credit programs.

Despite the hyperbolic rhetoric that characterizes
the nation’s infrastructure as “crumbling,” however,
federal data do not provide any indication that large-
scale federal infrastructure spending is either neces-
sary or desirable. Data show that major U.S. highways,
bridges, and airport infrastructure are in relatively
good condition.? Furthermore, unemployment re-
mains at its lowest point since 2000, and contractors
have recently reported a shortage of skilled labor, thus
undermining the argument that infrastructure invest-
ment is needed to create new jobs and address high
unemployment.*

Instead, the Administration and Congress should
embrace policy changes that alleviate counterpro-
ductive regulations and perverse incentives that
are endemic in U.S. infrastructure funding. These
improvements would come largely from removing
federal control of infrastructure resources rather
than expanding Washington’s influence through new
programs. In constructing an infrastructure propos-
al, the Administration and lawmakers should reject
increased federal micromanagement and embrace
principles of free enterprise and limited government
as the drivers of infrastructure investment.

Heritage Foundation experts have outlined an
agenda that would embrace this approach and have
the potential to increase infrastructure investment
in excess of $1 trillion over the next decade.® A robust
free-market infrastructure plan should:

Eliminate mandates that drive up infrastruc-
ture costs. Federal spending is laden with require-
ments that favor special interests but harm projects
by needlessly increasing costs. A successful infra-
structure plan should liberate projects from such la-
bor regulations as the Davis—Bacon Act and the use
of Project Labor Agreements, as well as protectionist
laws such as Buy America restrictions, the Jones Act,
and the Foreign Dredge Act.¢

Deregulate infrastructure investment. Mis-
guided regulations hamper both private and public
infrastructure investments by drastically delaying
construction, increasing costs, limiting competition,
and reducing the incentives to invest. The plan should
seek to expedite the permitting and environmental
review processes, unshackle the energy industry, and

reduce barriers to public-private partnerships. Such
a deregulatory agenda would have a profound effect
by streamlining project timelines (which can take a
decade or more just to get through environmental re-
views) and further incentivizing private investment in
much-needed infrastructure.”

Reform existing federal infrastructure pro-
grams. Before creating new federal initiatives, the
Administration should reform and optimize current
programs that have proven to be inefficient or have
strayed from their original national focus. For exam-
ple, nearly 30 percent of highway spending is cur-
rently allocated to projects unrelated to the National
Highway System.® These funds should be restored to
their original purpose of funding the Interstate High-
way System. The infrastructure plan should also rec-
ognize the shortcomings of government-provided air
traffic control and build on proposals to move the ser-
vice into the private sector. Additionally, the program
should fulfill the outstanding federal responsibility
in the nuclear industry by spending collected funds
on constructing the Yucca Mountain repository and
conducting cleanup of nuclear waste.

Allow local user fees to replace centralized
tax-and-spend programs. The federal government
acts as an unnecessary intermediary for many types
ofinfrastructure by collecting dedicated tax revenues,
exposing them to political maneuvering in Congress,
and redistributing them with restrictions and man-
dates. The infrastructure plan should roll back this
inefficient and top-down process by allowing local
user fees to replace federal programs for airports,
inland waterways, and highways. The result would
be a more effective and accountable funding regime
that encouraged innovative practices and allowed
user-funded investment to flourish without diktats
from Washington.’

Refrain from increasing federal interven-
tion through new spending programs. Adding
additional spending programs to the government’s
swollen ledger is fraught with downsides: worsening
the federal fiscal position, increasing the likelihood
of resource misallocation, saddling ever more proj-
ects with cost-increasing regulations, presenting local
governments with counterproductive incentives, and
pushing difficult but necessary choices farther into
the future. Historical data demonstrate that once
a federal spending program is initiated, it is rarely
replaced or eliminated.'® The infrastructure plan
should refrain from increasing federal spending on
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infrastructure and reject the use of gimmicks or tax
increases to fuel such largesse. The Administration
and Congress have an opportunity to lead on creating
asustainable and efficient infrastructure funding sys-
tem. Further extending federal intervention through

new spending programs would undermine this goal.
Instead, the Administration should pursue struc-
tural reforms and deregulation to drive investment
in the nation’s vital infrastructure for the benefit of
all Americans.

Reforming Welfare to Improve the Well-Being
of Poor and Lower-Income Americans

Robert Rector and Vijay Menon

he current U.S. welfare system has failed the

poor. It directly undermines human well-being,
it promotes dysfunctional behavior, and its cost is
extremely high. The federal government funds 89
means-tested welfare programs that provide cash,
food, housing, medical care, and targeted social
services to poor and low-income Americans. Total
federal and state spending on these means-tested
welfare programs continues to grow, totaling over
$1.1 trillion in fiscal year (FY) 2016." The current
system is fiscally unsustainable and undermines the
proven antipoverty mechanisms of work and mar-
riage. Clearly, a system in which aid and self-sup-
port reinforce each other will achieve more efficient
overall outcomes than will a system in which the two
are antagonistic.

In 2018, Congress has an opportunity to enact re-
forms that will improve the well-being of poor and
lower-income Americans while also creating a system
that is more fiscally prudent. To achieve these goals,
welfare reform should:

Provide accurate information about welfare
spending and poverty. Total annual government
spending on means-tested welfare programs now
exceeds $1.1 trillion. However, most policymakers
and the American public are unaware of this large
aggregate cost because it is spread across numerous
programs and is never reported in one place. More-
over, the Census Bureau counts only 5 percent of this
spending as “income” for purposes of measuring pov-
erty or inequality, which gives a misleading picture of
both measures.

In 2018, Congress should address these issues.
It should start by enumerating the total cost of
means-tested welfare in the Congressional Budget
Resolution. Congress should include in its annu-
al budget an estimate of total current spending on
means-tested welfare programs, as well as 10-year
projections. This would enable policymakers to assess

the full cost of such programs accurately when making
important spending decisions.

Congress should also require the Census Bureau
to account for means-tested welfare spending when
measuring poverty or inequality. Congress should
require the Census Bureau to count benefits from
means-tested welfare programs, such as food stamps,
the earned income tax credit (EITC), and public hous-
ing, as income in its annual “poverty” measurement.
In addition, the government should issue reports de-
tailing the value of the typical welfare benefits pack-
age for working parents. This would provide a more
accurate depiction of the economic condition of poor
and low-income Americans.

Keeping with this goal, Congress should take steps
to create more accurate poverty measures in lieu of its
currently flawed data. It should begin by eliminating
funding for the Census Bureau’s annual “Supplemen-
tal Poverty Measure” report, which defines poverty as
financial inequality and promotes income redistribu-
tion as a public policy goal.’? Instead, Congress should
expand the Consumer Expenditure Survey, which
gives a much more accurate picture of the economic
resources received by American families, and use it to
measure poverty rates. Congress also should create
anew survey that combines IRS, Census, and other
administrative program data in order to get a more
accurate understanding of how Americans, especially
the low-income, live.

Assign one clear point of accountability for
federal welfare programs. Responsibility for the
federal government’s 89 means-tested welfare pro-
grams is split across various congressional commit-
tees and executive departments. Not only does this
prevent a holistic understanding and accounting of
the means-tested welfare state, it also produces inef-
ficiencies that could be remedied by placing welfare
programs under the purview of a single entity. To
that end, Congress should consolidate oversight of
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all federal welfare functions in one committee. Addi-
tionally, Congress should transfer all federal welfare

programs and functions to the Department of Health

and Human Services (HHS) and assign responsibility
for them to a high-level official.

Promote work. There is dignity and value in
work, in supporting one’s self and one’s dependents.
Welfare reform should encourage work, a proven for-
mula for reducing dependence and controlling costs.
Specifically, work-capable (able-bodied, non-elderly)
adults should be required to work, prepare for work,
or at least look for work in exchange for receiving
taxpayer-funded assistance. Congress should cre-
ate meaningful, mandatory work requirements for
work-capable adults in welfare programs such as the
Supplemental Nutrition Assistance Program (SNAP
or food stamps) and Temporary Assistance for Needy
Families (TANF).

Overall, these reforms will help to ensure that
means-tested benefits are flowing to those who most
need them and will promote self-sufficiency by direct-
ing more work-capable individuals toward work.

SNAP, which is due for reauthorization in the 2018
farm bill, is the nation’s second-largest means-test-
ed welfare program. Government spent roughly $76
billion on the program in FY 2016," or close to twice
as much as it spent in FY 2008. The fastest-growing
group of food stamp recipients over this period was
able-bodied adults without dependents (ABAWDs).
In FY 2016, nearly 4 million ABAWDs received food
stamps;* however, few were employed.” This is due
largely to the fact that most states receive federal
waivers from the existing ABAWD work requirement
for certain areas within the state if not the whole
state.!'® Because of this, the current ABAWD work re-
quirement is virtually meaningless. Moreover, about
half of the roughly 8 million able-bodied parents re-
ceiving food stamps were not employed in an average
month in FY 2016."”

Congress should strengthen the existing ABAWD
work requirement by eliminating waivers, limiting
ABAWDs to one month of food stamp receipt instead
of three if they are not working or participating in
work activity, and reducing the monthly percentage
of ABAWDs in a state that can be exempted from the
work requirement from 15 percent to 5 percent. Ad-
ditionally, the work requirement should be extended
to able-bodied parents.

The TANF program also fails to promote work
sufficiently. The majority of work-eligible TANF

recipients (an average of 54.7 percent across the
states) are completely idle, neither working nor par-
ticipating in work activity.’® The main reason for this
high rate of “idleness” is that the work participation
rate is too low. States are only required to have 50 per-
cent of their able-bodied adult caseload working or
participating in work activity, which means that the
other 50 percent can be completely idle and the state
is still fulfilling the requirement. In fact, state welfare
agencies engage fewer than one in five work-eligible
TANTF recipients in activities designed to increase
employment and reduce dependence.” To promote
work and engage more individuals, Congress should
require 75 percent of a state’s non-employed TANF
caseload to participate in work activities for 20 to 30
hours per week in exchange for receiving assistance.

Promote marriage and remove marriage pen-
alties. The most important reforms that leaders
should seek are reforms that strengthen marriage.
The absence of marriage directly reduces human
well-being, yet the welfare system penalizes marriage.
The lack of marriage is the number one factor inhib-
iting upward mobility of children. Children born to a
married mother and father are about 80 percent less
likely to be poor compared to children in single-par-
ent homes. Yet over 40 percent of U.S. children are
born outside of marriage each year.?

There are significant financial penalties against
marriage in virtually all means-tested welfare pro-
grams. A good place to start addressing these issues
is in the EITC and TANF. In the EITC, unmarried
couples who cohabit receive significantly higher EITC
benefits in most cases than similar married couples
receive.?! Moreover, TANF funds intended to pro-
mote healthy marriage in low-income communities
have largely been used for other purposes by nearly
all states.

Reforms should eliminate marriage penalties
across the board in welfare programs and provide
public education on the benefits of marriage. Con-
gress should end marriage penalties in the EITC and
expand the EITC for married couples. This expan-
sion would help to decrease marriage penalties that
exist across the rest of the means-tested welfare sys-
tem. For TANF, Congress should require that future
TANF funding be used explicitly for the program’s
original pro-marriage goals and that states reduce
marriage penalties.

Reduce fraud and waste in the earned in-
come tax credit (EITC) and additional child
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tax credit (ACTC). Both the EITC—the nation’s
largest means-tested cash welfare program—and
the ACTC are in need of reform. Both programs are
rife with fraud and erroneous payments: In 2015,
about one-quarter of all EITC payments were made
improperly.?> Non-parental family relatives are per-
mitted under EITC law to claim EITC cash bonuses,
undermining the program’s goal of promoting pa-
rental work and increasing the costs borne by the
taxpayers. EITC and ACTC benefits are also often
‘piggy-backed” on top of other means-tested welfare
benefits, which can result in excessive aggregate ben-
efits, especially if subsidized housing aid is included
in the mix.®

Congress should address these problems through
multiple EITC and ACTC reforms. In the recently en-
acted Tax Cut and Jobs Act, Congress took a first step
toward needed reform by requiring claimants of the
child tax credit to include a valid Social Security num-
ber for each qualifying child. Congress should build on
this reform by requiring the IRS to verify income tax
returns before issuing refundable tax credits, allow-
ing only parents with legal custody of a child to claim
benefits, and disallowing receipt of EITC and ACTC
benefits by families who receive subsidized housing
assistance. These reforms would boost the integrity
of the EITC and ACTC programs while promoting the
principle of parental work.

Increase program effectiveness by cre-
ating outcome-based funding rather than
service-based funding. Around one-tenth of
means-tested spending goes to programs aimed at
improving individual capacities or altering behavior
in a positive manner—for example, by reducing drug
abuse, prison recidivism, or school failure. Decades
of research has shown that most of these social ser-
vice and training programs are ineffective or produce
small changes at large costs. These programs should
be restructured to link funding to positive outcomes
achieved rather than merely services provided, and
mechanisms should be established to shift funds
automatically from ineffective to effective service
providers. A good first step would be to put funding
for Substance Abuse and Mental Health Services
Administration (SAMHSA) drug treatment and
anti-prison recidivism programs on a pay-for-out-
come basis.

Require states to bear a greater share of
the fiscal cost of the welfare state. The federal

government has played the predominant role in de-
signing and financing government-provided welfare

since the 1930s. Federal expenditures accounted for

about three-quarters of the more than $1.1 trillion

spent in FY 2016. Moreover, most state spending

occurs in a single program: Medicaid. If Medicaid is

excluded from the spending count, about 85 percent

of the remaining means-tested expenditures comes

from federal funds.

Requiring states to have fiscal responsibility as well
as operational responsibility for welfare programs
would yield greater accountability, efficiency, and fis-
cal prudence. A first step toward this goal would be to
return control of and fiscal responsibility for housing
programs incrementally to the states. Housing needs,
availability, and costs vary significantly across states
and localities, as does the level of needed and available
assistance. Yet the federal government currently pays
for over 90 percent of the cost of subsidized housing
for poor and low-income persons at a cost of $42 bil-
lionin FY 2016.

Congress should phase out federal funding for
means-tested housing programs at a rate of 10 percent
per year, reaching zero funding at the end of a decade.
It should allow each state to determine how and to
what extent it will replace federal housing programs
with alternative programs designed and funded by
state and local authorities. With the fiscal responsi-
bility of paying for their housing programs, states will
have the incentive to run them much more efficiently
and effectively than is now the case.

Real welfare reform requires four key policies:

®  Provide accurate information about welfare
spending, benefits, and poverty as the foundation
for any rational policy;

®  Ensure that welfare is a work-based system, not a
one-way handout;

®  Ensure that the welfare state does not penalize
marriage and undo the financial penalties that it
imposes today on single parents who marry; and

®  Pay for outcomes—not process.
Together, these policies can advance reforms to en-

sure that the welfare state helps rather than harms the
very poor it is intended to serve.
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Reforming the Farm Handout System

Daren Bakst

n 2018, Congress is expected to consider a new farm

bill. The last farm bill, enacted in 2014, is set to ex-
pire. The term “farm bill” refers to omnibus legisla-
tion that covers a wide range of issues, ranging from
food stamps and nutrition programs to farm subsidies
and forestry. In many ways, this legislation should be
called the “food stamp” bill because over 70 percent of
its costs has been going to food stamps and nutrition
programs.**

Congress should make significant changes
throughout the farm bill, including in the food stamp
program as discussed in the preceding section on wel-
fare reform. This farm bill section focuses on the out-
of-control farm handout system. There is arguably no
greater example of cronyism than the farm subsidies
that currently exist in the farm bill.

THE NEED TO REFORM
THE “SAFETY NET”

The so-called safety net for farm businesses con-
sists of Title I commodity programs (for example, the
Agricultural Risk Coverage and Price Loss Coverage
programs) and the federal crop insurance program,
but it is far from a safety net. Instead, this taxpay-
er-funded system, which costs about $15 billion a year,
has become a pretext for diverting taxpayer dollars
primarily to large agricultural producers® growing
a small number of crops merely to ensure that these
producers meet revenue targets.

If farm businesses have record production, they
can get a government handout. If the weather is per-
fect for growing a crop, farm businesses can still re-
ceive a government handout. The reason is simple.
The existing system provides handouts regardless of
whether there is any crop loss.

Underlying this problem is an anti-market senti-
ment that pervades the farm handout system. Even
the smallest “mom-and-pop” shop must compete
in the marketplace and manage ordinary business
risk, but there is an assumption that farm businesses
are incapable of operating like other businesses and
therefore need government help. This sentiment is ex-
emplified by aline on the U.S. Department of Agricul-
ture (USDA) website: “Farm and Foreign Agricultural
Services (FFAS) helps to keep America’s farmers and
ranchers in business as they face the uncertainties of
weather and markets.”2°

Besides the egregious notion that the federal gov-
ernment must keep commercial operations in busi-
ness, farm businesses should not be insulated from
market forces. Such government intervention dis-
courages farm businesses from responding to price
signals, seeking private means of managing risk, inno-
vating, or otherwise competing like other businesses.

A TALE OF TWO SAFETY NETS

Policymakers do not need to look far to see how
farm assistance can be properly focused. They need
only look to the U.S. itself. There are in effect two dif-
ferent safety nets in the U.S. The first one is the out-
of-control system that covers almost all of the farm
handout costs to taxpayers. This system provides
duplicative handouts to farm businesses to insulate
them from market forces. The second covers most ag-
ricultural production, most commodities, and most
farmers. It covers a small amount of the farm subsi-
dy costs to taxpayers and, in general, either does not
provide assistance to farmers or at most provides as-
sistance to farmers only after disasters.

Arecent Congressional Research Service (CRS) re-
port provides an extremely important picture of this
two-safety-net system. According to the CRS, from
2014 to 2016, just six commodities (corn, wheat, soy-
beans, cotton, rice, and peanuts) received 94 percent
of the farm program support but accounted for only
28 percent of farm receipts.?” In other words, most
agricultural production (about three-fourths of all
production) received just 6 percent of farm pro-
gram support.

Even when these other commodities do receive
support, it generally is to assist with disasters and
crop losses, not to protect farm businesses from dips
inrevenue. In contrast, most of the program support
goes to commodities receiving revenue assistance and
getting such improper assistance from more than one
federal taxpayer-subsidized program.

IMPROPER MASSIVE WEALTH TRANSFER
Agricultural special interests want to paint a pic-
ture of the struggling farmer to generate sympathy
for unwarranted and wasteful programs. Proponents
of farm subsidies want to bring up the travails of the
small farmer. The reality is that most taxpayers are
forced to provide their hard-earned dollars to farm
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households that have much greater income and
wealth than they have; these agricultural producers
are certainly more than capable of managing risk.
Arecent USDA report provides some illuminating
data that show this reverse Robin Hood effect and its
growing scope. According to the USDA, the median
incomes in 2015 for farm households that received
commodity subsidies and farm households that re-
ceived crop insurance indemnities were both about
$145,000: far more than double the median income
of all U.S. households (about $56,000).2% As for trends,
“In 1991, half of commodity program payments went
to farms operated by households with incomes over
$60,717 (in constant 2015 dollars); however, in 2015,
half went to households with incomes over $146,126.”%°

WHAT CONGRESS SHOULD DO

As a general matter, Congress should develop a
properly focused safety net that at most protects
farmers when they experience major crop losses con-
nected to disasters. This means eliminating programs
focused on revenue protection and market manipu-
lation while maintaining programs to assist farmers
after disasters. Most agricultural production already
functions under such an approach; there is no reason
why other commodities should not operate in a com-
parable system.

Taxpayers should not be on the hook for duplica-
tive and anti-market programs that provide handouts
to certain farm businesses just so they can do well fi-
nancially. To move away from subsidies and develop
amore properly focused safety net, Congress should:

Repeal the Agricultural Risk Coverage and
Price Loss Coverage programs. In the 2014 farm
bill, Congress added two major new commodity pro-
grams that assume farmers are incapable of operating
in the marketplace: the Agricultural Risk Coverage
(ARC) and Price Loss Coverage (PLC) programs. The
ARC program provides payments when agricultural
producers do not meet expected revenue targets and
suffer what are known as “shallow losses” (minor loss-
es). The PLC program provides payments to farmers
when commodity prices fall below a statutorily es-
tablished fixed reference price. These programs are
projected to cost $31 billion over their first five years:
They were originally projected to cost $18 billion.*®

Eliminate the sugar and dairy programs. The
sugar program?® manipulates the market to reduce sup-
ply and drive up prices. As would be expected, Amer-
ican sugar prices are consistently higher than world

prices, thereby hurting American consumers®? and

workers in industries that use sugar to manufacture

goods. Congress should repeal the sugar program. Sug-
ar should compete in a free market as other businesses

do without price guarantees, supply restrictions, im-
port quotas, and other government intervention. The

dairy program also interferes in the market by guaran-
teeing minimum prices through marketing orders and

providing payments when margins between prices and

feed costs fall below certain levels.*

Modify the federal crop insurance program
to eliminate revenue policies while maintaining
yield policies. There are generally two types of pol-
icies: yield-based and revenue-based. A yield-based
policy protects farmers from yields that are lower
than expected due to events like weather and disease
that are beyond their control. Revenue-based policies
are more popular than yield-based policies because
they do not even require yield losses. A revenue-based
policy protects against dips in expected revenue due
to low prices, low yields, or both. These revenue pol-
icies are relatively new, having been initiated in 1997,
but have been more popular than yield policies since
2003. The federal government should not be in the
business of insuring prices or revenues; agricultural
producers, like other businesses, should not be in-
sulated from market forces and assured of financial
success. Yield policies should provide protection ex-
clusively for major crop losses.?*

Separate food stamps from agricultural pro-
grams. For decades, Congress has passed farm bills
by combining food stamps with agricultural programs.
This alliance has existed entirely for political purposes
to help secure enactment of legislation. The presump-
tion is that rural legislators will push for farm subsidies
and urban legislators will push for food stamps. Sepa-
ration is the prerequisite for real reform of agricultur-
al policy because, like food stamps, agricultural policy
needs to be addressed on its own merits. Congress
should consider food stamps and agricultural programs
in two separate bills and should authorize the programs
according to staggered schedules so that there is no po-
tential for overlap in the future.

PLACING OUR FAITH IN
FARMERS AND FREEDOM

Existing farm policy insults farmers and ranch-
ers by treating many of them as incapable of oper-
ating in the marketplace as all other businesses, in-
cluding most agricultural producers, operate. This
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anti-market mindset is extreme but unfortunately en-
trenched in the existing farm safety net system. Con-
gress and the Administration should pursue a 2018

legislative agenda in farm policy that places faith in

farmers and freedom, not in government officials and

centralized federal control. Through reduced depen-
dence on taxpayer handouts, agricultural producers

will better respond to consumer demand and more

freely compete in the agricultural marketplace.

CONCLUSION

As Congress and the Administration pursue a
2018 legislative agenda on infrastructure invest-
ment, welfare reform, and the farm bill, lawmakers
should exercise care not to expand the federal size and
scope of programs and activities before first tackling
long-standing challenges posed by these areas of fed-
eral policy.

®  An effective, pro-growth infrastructure agenda
should focus on reducing federal barriers to
private, state, and local investment and resist the
urge to increase federal spending or create new
federal programs.

® A person-driven welfare reform agenda should
remove barriers to marriage and work and
should properly account for and accurately
measure the myriad welfare programs operated
by the federal government in conjunction with
state and local governments.

® A more properly focused farm safety net should
protect farmers when, at most, they experience
major crop losses connected to disasters and
should discontinue funding for duplicative
and anti-market programs that provide unfair
handouts to certain farm businesses.

Members of Congress should tackle this challenge
with prudence and not lose sight of their mandate to
support and defend the Constitution of the United
States of America.
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CHAPTER THREE

Fix the Broken Budget Process

Romina Boccia and Justin Bogie

BUDGET PROCESS REFORMS

The budget process provides the framework for
the regular and orderly debate of fiscal issues with
the goal of guiding legislative action. It determines
the steps that are necessary for adopting a budget and
for adopting or changing legislation. A properly func-
tioning budget process should encourage debate on
fiscal issues and set in motion negotiations over the
trade-offs and considerations involved in congressio-
nal spending and taxing.

Regular order is the key to a properly functioning
budget process. It provides a critically important proce-
dure to ensure time for thorough debate and oversight
of government priorities. Regular order follows a clear
timeline laid out by the Congressional Budget and Im-
poundment Control Act of 1974 (1974 Budget Act). By
the first Monday in February of each year, the President
is to submit his budget to Congress. By February 15, the
Congressional Budget Office (CBO) issues its Budget
and Economic Outlook report for the upcoming decade,
and the budget committees then rely on this report as a
starting point for crafting the House and Senate budget
resolutions. These resolutions then begin to move in the
House and Senate, and Congress is required to complete
consideration of the budget by April 15.

Once both chambers of Congress have agreed on
the budget, appropriations activities officially begin.
The budget is important to this process because it sets
the topline spending figures for the upcoming fiscal
year. Under regular order, the House is expected to
have completed all floor action on appropriations bills
by June 30. That leaves three months for the Senate

to complete action and for the bills to be reconciled
and then signed by the President before the beginning
of the fiscal year.

Throughout the year, Congress should also be
actively engaged in authorization legislation. Most
federal programs are authorized initially for a limited
number of years, and it is up to Congress to reautho-
rize them if it determines that they should continue to
be federal priorities. The authorization process pro-
vides another opportunity for debate and oversight
and is a key component of regular order.

That is how the process is supposed to work. How-
ever, the budget process is broken. Instead of engaging
in open debate and the timely processing of legisla-
tion, Congress has ignored budget rules and deadlines,
morphing the budget process into ad hoc funding de-
cisions in response to self-imposed crises. This has
led to an ongoing cycle of continuing resolutions and
omnibus appropriations bills that lack accountability
and fail to provide sufficient oversight of agency bud-
gets and activities. This allows for unchecked spend-
ing and encourages the unfettered growth of federal
government programs.

Moreover, for too many years, congressional bud-
gets have served as party platforms without imple-
menting legislation, rendering legislative goals to
balance the budget mere wishful thinking that does
not ultimately translate into action. Lawmakers will
claim credit for passing a budget that balances but
will not follow through with legislation to bring ac-
tual spending in line with the budget resolution. The
budget resolution has become all but a sham.
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The budget process should serve its original intent
of driving congressional decision-making toward the
achievement of fiscal sustainability. Congress should
adopt several key reforms both to enhance budget
discipline and to increase transparency and account-
ability in congressional budgeting. Specifically, Con-
gress should:

Enact a statutory spending cap enforced by
sequestration. Congress should enforce fiscal dis-
cipline with spending caps. Spending caps motivate
Congress to prioritize among competing demands
for resources. Designed properly, spending caps can
help to curb excessive long-term spending growth.
Congress should adopt a statutory spending cap that
encompasses all non-interest outlays and achieves
budget balance—given current projections about the
economy, revenues, and interest costs—by the end of
the decade or before.

Spending-cap enforcement by sequestration
promises to spur negotiations to avoid automatic
spending reductions in favor of a more deliberate
approach. In the absence of legislative agreement, se-
questration ensures that reductions in spending take
place regardless of the adoption of targeted reforms.
This process should spur fiscal reforms to limit the
growth of government and achieve budget balance.

Once the budget balances, spending should be
capped at alevel that maintains balance, allowing for
certain annual adjustments. In the long run, during
periods of normal economic activity and absent ex-
igent national security demands, the spending cap
should grow no faster than the U.S. population and
inflation. The cap should bind more stringently when
debt or deficits exceed specific targets.

Move toward a balanced budget amendment.
One limitation of the value of a statutory law imposing
an aggregate cap on non-interest spending is that a
future Congress can amend the law. Deficit spending
almost always favors the current generation over fu-
ture generations, who must pay for the deficit spend-
ing of today. Ultimately, therefore, abalanced budget
amendment will be necessary to constrain future at-
tempts to eliminate the spending cap and abandon
fiscal discipline.

The balanced budget amendment is not a mecha-
nism for achieving balance and should not be viewed
by Congress either as a substitute for necessary re-
forms in federal programs or as an excuse to avoid
the tough decisions that are necessary to balance the
budget. Rather, a balanced budget amendment should

be used to guarantee that the hard work of reforming
programs cannot be easily undone in the future.

A balanced budget amendment to the U.S. Consti-
tution is important because it can help to enshrine
fiscal responsibility over the long term and secure
America’s fiscal future. Lawmakers should not raise
taxes to continue overspending, because tax hikes
shrink the economy, expand government, and reduce
people’s ability to spend their own money as they see
fit. Lawmakers should not borrow more to continue
overspending, because borrowing puts an enormous
financial burden on younger generations and encour-
ages the unchecked expansion of the federal govern-
ment’s size and scope. Americans need their govern-
ment to spend less because less government spending
will advance the interests of the American people by
encouraging limited government, individual freedom,
civil society, and free enterprise.

A balanced budget amendment should control
spending, taxation, and borrowing; ensure the de-
fense of America; and enforce the requirement to
balance the budget. The ratification process may
take time: The fastest ratification took less than four
months (the Twenty-Sixth Amendment on the voting
age of 18), and the slowest took 202 years (the Twen-
ty-Seventh Amendment on congressional pay raises).
Thus, House and Senate passage of a balanced budget
amendment must be in addition to, not an excuse to
avoid, current hard work to cap and cut federal spend-
ing, balance the federal budget through fiscal disci-
pline, and avoid excessive taxation.

Eliminate the use of CHIMPs to evade discre-
tionary spending limits. In an effort to circumvent
discretionary spending limits, appropriations bills of-
ten include provisions that reduce mandatory budget
authority without actually reducing spending. These
provisions are called changes in mandatory programs
(CHIMPs). They typically affect situations in which
an agency has been granted spending authority, but
because there are few recipients for the program, no
spending would take place. Including these provi-
sions in appropriations bills allows Congress to re-
distribute the spending authority to programs that
will spend money, thereby increasing actual spending.
When used in this way, these provisions are budget
gimmicks that allow Congress to evade limits on dis-
cretionary spending.

Claiming false savings reduces accountability
and transparency in congressional budgeting and
drives up deficit spending. The fiscal year (FY) 2017
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Omnibus Appropriations Act contained over $20 bil-
lion in CHIMP savings, only about $1 billion of which
generated actual outlay savings. The FY 2016 Confer-
ence Budget Resolution took a first step in limiting
false CHIMP savings by placing a limit on the amount
that could be used through 2019 and then phasing out
such CHIMPs entirely. However, budget resolutions
are not binding, and instead of sticking to the proposal
laid out in the 2016 resolution, the FY 2018 Confer-
enced Budget Resolution simply extended the cap for
an additional year.

Regardless of whether a cap is in place, Congress
can waive a CHIMP budget point of order through a
simple majority vote in the House and a three-fifths
vote in the Senate. Congress and the Administration
should enact legislation immediately that perma-
nently eliminates the use of CHIMPS that generate
no real budgetary savings. Such CHIMPs are budget
gimmicks that allow unchecked growth in govern-
ment spending.

Discontinue spending on unauthorized ap-
propriations. House and Senate rules require that
an authorization for a federal activity must precede
the appropriation that allows agencies to obligate fed-
eral funds for that activity. When appropriation bills
provide new budget authority for activities whose
statutory authorization (the legal authority for the
program to continue) has expired, or that were never
previously authorized, this is known as an unautho-
rized appropriation. In FY 2016, lawmakers appro-
priated about $310 billion for programs and activities
whose authorizations of appropriations had expired.!
For FY 2018, the CBO estimates that $713 billion in
appropriations has already expired or will expire be-
fore the end of the year.? This practice is a violation of
congressional rules and evades prudent deliberation
of federal funding priorities.

Lawmakers should discontinue funding for un-
authorized appropriations, as such funding evades
the careful congressional scrutiny and oversight of
programs required by the authorization process. Con-
gress should authorize only programs that represent
federal constitutional priorities and should eliminate
funding for activities that the federal government
should not undertake. The authorization process
helps Congress to identify the programs that deserve
renewed federal funding and those that should be
eliminated or reformed.

In an effort to return to authorizing federal activi-
ties on aregular schedule, Congress should reduce the

discretionary spending limits provided by the Budget
Control Act of 2011 by the amount of current unautho-
rized appropriations. Congress should then provide
for a cap adjustment of up to 90 percent of the previ-
ous year’s funding level if the program is reauthorized.
Instead of cutting reauthorizations across the board,
Congress may prioritize among reauthorizations as it
deems appropriate. If adopted, this policy would dis-
courage Congress from appropriating money for un-
authorized programs, since Congress would be forced
to cut funding for authorized programs to provide an
appropriation for an unauthorized program.

Modify scorekeeping rules for trust funds.
Under current scorekeeping rules, it is assumed that
benefits that derive their spending authority from fed-
eral trust funds, such as Social Security and Medicare
Part A, will continue to be paid at the scheduled rate,
regardless of the ability of the trust funds to pay them.
This practice is inconsistent with most other areas of
the federal budget, where budget rules show what
will happen when current policies expire. Instead,
for trust funds, the baseline assumes that lawmakers
will make changes (that is, transfer additional funds
to shore up insolvent programs) so that future bene-
fits can be paid in full. Current scorekeeping practices
allow these transfers into trust funds to be made with-
out being scored as a spending increase.

The current scorekeeping rules reduce the per-
ceived severity of the impending insolvencies that the
Social Security and Medicare trust funds are facing.
By assuming that these benefits will continue to be
paid in full, current rules ignore the fact that at some
point in the not-too-distant future, these trust funds
will face an imbalance that will require cuts in benefit
payments or tax increases or both.

Moreover, current scorekeeping conventions allow
Congress to double-count savings. For example, when
the Affordable Care Act was passed in 2010, it was esti-
mated that a reduction of payment levels to Medicare
Part A and Part B would save over $575 billion and
help offset the costs of the bill. However, under cur-
rent scorekeeping practices, these savings were also
scored as extending the life of the Medicare Hospital
Insurance Trust Fund by an additional 12 years. The
same savings were being used simultaneously to pay
for a new entitlement program (Obamacare) and to
increase the life span of the Medicare program and
thus were being double-counted.

If Congress wishes to infuse additional funds into
the trust funds, the scorekeeping rules should reflect
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the full costs of doing so, and Congress should fully
pay for those costs by making other spending cuts to

prevent further increasing the already ballooning fed-
eral debt. Congress should act immediately to repair

this scorekeeping convention.

Modify scorekeeping rules to account for the
interest costs of legislation. Congress should up-
date current scorekeeping rules so that interest costs
are incorporated into CBO analysis of all legislation.
Under current practices, these costs are not reported
unless a Member of Congress submits a separate re-
quest to the CBO.

By failing to account for changes in interest costs,
current scorekeeping conventions are creating a dis-
crepancy between the true costs of legislation and
what is being reported in CBO estimates. This could
result in Members of Congress having an incomplete
picture of the costs of a bill, which in turn could dis-
tort decision-making in favor of greater spending and
debt accumulation than might otherwise be the case.?
It also encourages the use of other budget gimmicks
that spend more immediately by relying on savings
that materialize over the 10-year budget window with-
out accounting for the interest costs of the immedi-
ate spending.

Congress should require that any cost estimates
produced by the CBO or the Joint Committee on Tax-
ation (JCT) must include estimates of the debt-ser-
vice impact. Not including the interest costs of legis-
lation being considered by Congress diminishes the
magnitude of the fiscal impact at stake and presents
an inaccurate accounting of the true costs.

Put the GSEs on budget—toward their elim-
ination. Until their elimination, putting govern-
ment-sponsored enterprises (GSEs) on budget im-
mediately to account for the risks that taxpayers
face—and bailouts that they fund—from Fannie
Mae’s and Freddie Mac’s involvement in the mortgage
market is an important first step. The federal budget
should reflect the net impacts of the programs admin-
istered by Fannie Mae and Freddie Mac.

The President’s Office of Management and Budget
(OMB) treats the GSEs as off-budget entities because
it considers them separate private entities under tem-
porary federal conservatorship. According to the 1967
Commission on Budget Concepts, inclusion of an enti-
ty’s assets and liabilities in the federal budget depends
on three basic factors: ownership, control, and perma-
nence. The Treasury has largely owned and controlled
the GSEs since taking Fannie Mae and Freddie Mac

under conservatorship in 2008 after the market crash.
This arrangement will continue for the indefinite fu-
ture, as the agreement lacks an exit clause beyond the
vague guidance that “[t]he conservatorship will end
when the [Federal Housing Finance Agency] finds
that a safe and solvent condition has been restored.”

The most likely scenario suggests that Fannie and
Freddie will remain under government control until
Congress changes their status. Therefore, the arrange-
ment between Treasury and the GSEs should be con-
sidered permanent for budgetary purposes.

Putting the GSEs on budget would enhance bud-
getary accountability and transparency by eliminat-
ing the billions of dollars in seeming windfall pay-
ments that the Treasury is receiving from Fannie
Mae and Freddie Mac and by confronting Congress
with the risks of default of GSE-backed loans. Given
the GSEs’ current treatment, any profits are counted
as offsetting receipts and reduce the reported budget
deficit, while any estimated losses are ignored. This
encourages higher spending. Establishing the GSEs as
on-budget entities would subject them to the Federal
Credit Reform Act of 1990, as is the case with most
other federal credit programs.

Use fair-value accounting for federal credit
programs. Congress should update the budgetary
accounting for federal credit programs, governed by
the Federal Credit Reform Act (FCRA) 0f 1990, to in-
corporate market risk. The FCRA specifies that the
estimated net costs of federal credit programs on an
accrual basis, rather than the annual cash flows that
happen during the period of aloan term, must be used
for scorekeeping purposes. For loans for which the
government expects to incur a loss, scorekeepers cal-
culate a subsidy cost to identify the budgetary impact.
Conversely, programs that are expected to incur a gain
for the government offset other spending.

How the government estimates whether it will in-
cur aloss or a gain from a certain federal credit pro-
gram matters. Currently, the government assumes
that federal credit programs are just as safe and reli-
able as the payout on U.S. Treasury bonds. This under-
estimates the real market risk associated with certain
loans, which is especially true and worrying during
economic downturns. The fact that private firms and
individuals seek loans and loan guarantees from the
government demonstrates that they face higher cap-
ital costs in private markets due to the risk involved
in some of their endeavors. Taxpayers should not be
on the hook for private borrowing, but as long as they
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are, the federal government should at least account
for such borrowing accurately.

Congress should adopt fair-value accounting to
increase transparency and accountability in the con-
gressional budget. Fair-value accounting more accu-
rately confronts Congress with the risks it assumes
and the subsidies it provides through credit programs.
This information is crucial for lawmakers when con-
sidering whether a certain program is in the public’s
interest. Since incorporating market risk in estimates
of federal credit programs’ budgetary impact would
increase reported spending, Congress may adjust the
Budget Control Act’s discretionary spending cap to
reflect the cost of federal credit programs to taxpayers
more accurately without necessitating additional cuts
in spending,.

Exempt conference reports from the Byrd Rule.
The basic premise of the Byrd Rule is that it protects
the minority party by making it harder to add items
that are not budget-related to reconciliation legislation
that requires only a simple majority vote for passage.
Under current Senate rules, both reconciliation legis-
lation bills originating in the Senate and conference re-
ports (the final legislation produced during the merging
of the individual House and Senate-passed bills by the
conference committee) are subject to the provisions
of the Byrd Rule. This was not always the case. From
the time of its creation in 1985 up until 1993, the rule
was generally applied only to Senate reconciliation bills
and not to conference reports between the two cham-
bers. The Byrd Rule was modified significantly by the
Omnibus Reconciliation Act of 1990, and the Senate
leadership initiated strict application of the Byrd Rule
to conference reports in 1993. This led to the striking
of more than 150 provisions from the Omnibus Budget
and Reconciliation Act 0f 1993.°

The application of the Byrd Rule to conference re-
ports has led to much frustration, especially among
House members. While the rule is important in pro-
tecting the Senate’s super-majoritarian norms and
deliberate nature,’ it should not limit the legislative
scope and ability of the House. Excluding conference
reports from the Byrd Rule might also alleviate pres-
sure for the Senate to invoke the so-called nuclear op-
tion that would eliminate the filibuster altogether and
allow any legislation to pass with a simple majority.

Redefine tax expenditures. The current base-
line for measuring tax expenditures rests on an in-
consistent definition of income, rendering tax expen-
diture analysis both subjective and unreliable. The

calculation of tax expenditures is misleading because

it attempts to describe two separate phenomena. First,
some tax expenditures work to decrease harmful eco-
nomic distortions by limiting some forms of double

taxation that are built into the income tax system.
Second, many tax expenditures are true special-in-
terest carve-outs, granting privileges to some at the

expense of others. To remedy this problem, the Con-
gressional Budget and Impoundment Control Act of
1974 should be amended to use a consistent, consump-
tion tax base rather than gross income in the calcula-
tion of tax expenditures.

The JCT and OMB can also begin reporting a sec-
ond list of tax expenditures using a consumption base-
line without legislative action. The 1974 act does not
preclude producing an additional, parallel accounting
of expenditures. Under President George W. Bush, the
OMB set a precedent for such analysis by publishing a
second list of tax expenditures and a discussion of the
difference between official lists and those measured
from a comprehensive consumption base.” Both the
JCT and the OMB should refresh this analysis to pro-
vide a more comprehensive look at true privileges in
the tax code.

A FIRST STEP

The nearly complete breakdown of regular order
in congressional budgeting at a time when fiscal disci-
pline should be more important than ever and as au-
tomatic spending on entitlement programs threatens
to overwhelm the federal budget and the U.S. econo-
my shows the need for a fundamental reform of the
budget process. Congress can begin this important
journey toward a regular and deliberate budgetary
order and greater fiscal discipline by implementing
a few key reforms right away:

® A spending cap limiting the federal budget,
enforced by sequestration;

® A balanced budget amendment;
®  Elimination of unauthorized appropriations;

®  Elimination of changes in mandatory programs
as budget gimmicks;

®m  Revision of current scorekeeping rules to
account for the true costs of trust fund transfers
and interest costs of legislation;
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Adoption of more accurate accounting for federal
credit programs, including for student loans and
the operations of Fannie Mae and Freddie Mac;

Exemption of conference reports from the
Senate Byrd rule; and

Redefinition of tax expenditures using a
consumption baseline.
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CHAPTER FOUR

Reduce Spending Through the Tax Code

Adam N. Michel

E ach year, the tax code is used to hand out billions
of dollars in subsidies to politically connected
interests, picking winners and losers and distorting
free markets. This spending persists without system-
atic review or annual appropriation. These programs
operate like mandatory spending, outlays for which
Congress has passed laws making permanent appro-
priations that it rarely reviews.

Most tax credits—the most popular way to spend
through the tax code—are economically indistinguish-
able from direct spending. A lawmaker may want to
subsidize electric vehicles because a new factory is
opening in his district. Congress could propose a new
program to send a $7,500 check to qualifying purchas-
ers of new electric cars. To meet the same goal, the
same lawmaker could instead propose to cut taxes for
those who purchase a new qualifying electric car by
creating a $7,500 tax credit.

In both cases, the lawmaker dedicates funding
to the subsidy program in the federal budget. In the
first case, the appropriations are regularly reviewed
as part of the annual appropriations cycle, each cy-
cle presenting an opportunity for a proper analysis
of trade-offs between this subsidy and other federal
spending priorities. Under a system of tax credits, the
same outlay is considered off-budget and thereby not
subject to any regular review. Congress changes how it
labels the spending, and direct government spending
is now called a tax cut.

NOT ALL TAX EXPENDITURES
ARE CREATED EQUAL

The concept of spending through the tax code
walks a fine line that must distinguish a taxpayer’s
retention of his or her own money with an actual
government expenditure of someone else’s money.
All analysis of tax expenditures, taken to its extreme,
wrongly assumes that the government is entitled to
spend the entirety of some arbitrarily defined tax base.
However, narrowly tailored tax expenditures, which
bestow concentrated benefits on select recipients,
should be avoided in favor of better designed tax pol-
icy with well-defined rules broadly applied.

Further complicating the analysis of spending
through the tax code, the current baseline for mea-
suring tax expenditures as defined by the Joint Com-
mittee on Taxation and the Office of Management and
Budget rests on an inconsistent definition of income,
rendering tax expenditure analysis entirely subjec-
tive and unreliable. The government calculation of
tax expenditures is misleading because it attempts to
describe two separate phenomena. Many tax expen-
ditures work to decrease harmful economic distor-
tions by limiting some forms of double taxation that
are built into the income tax system. True spending
in the tax code (a subset of tax expenditures) is spe-
cial-interest carve-outs, granting privileges to some at
the expense of others.! Lawmakers should not confuse
the two.
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TABLE 1
Tax Credits Suggested
for Repeal
10-Year
Cost, in
Tax Credit Millions
Ao lretime earning cecit $162,385
Research and development tax credit 155,007
Low-income housing tax credit 89,298
Tax credit for orphan drug research 78,822
Energy production credit 38,097
Biodiesel credit 35,250
Credit for paid family and medical leave 25,589
Investment tax credit for energy 24,587
Crelt Lo st eneroy
Opportunity zones tax credit 16,000
New markets tax credit 13,176
Credi'ts for clean-fue] burning 9415
vehicles and refueling property ’
Credit for nonbusiness energy properties 5,893
Credit for rehabilitation of historic structures 5,112
Credit for productio_n_ f_rom advanced 4509
nuclear power facilities ’
Enhanced oil recovery credit 4,194
Work opportunity tax credit 3,546
New energy efficient home credit 3,313
Empowerment zone tax incentives 3,208
Credit for produ_cing oil and 1134
gas from marginal wells ’
Indian employment tax credit 818
Credit for investment in clean coal facilities 747
Alcohol fuels credit 300
Disabled access credit 90
Credit for employer-provided child care 90
Total $ 734,934

NOTE: The 10-year period is from 2019 to 2028.

SOURCE: Author’s calculations using the President’s

2018 budget, Joint Committee on Taxation reports, and
Congressional Budget Office alternative fiscal scenario. See
Chapter 4, footnote 2, for details.
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TAX CREDITS

A majority of tax subsidies are designed as tax cred-
its, allowing a taxpayer to reduce his or her final tax
bill by a set amount, dollar for dollar. The most nu-
merous of these incentives are intended to encourage
energy production and energy conservation.

As apolicy tool, tax credits are poorly designed in-
centives; they introduce unnecessary complexity and
ambiguity to the tax code and often poorly target the
desired activity. Policymakers do no service to various
technologies and companies by subsidizing them. Tax
credits for a specific resource, technology, or narrowly
described activity manipulate private-sector invest-
ment based on political agendas rather than market
realities and create competition for subsidies rather
than competitive companies.

Lost economic activity is greatest when the tax
code, instead of being applied evenly, is applied
through a corrupt political process. The govern-
ment’s use of the tax code to pick winners and losers
has harmful economic effects on American families
and businesses by limiting their access to market-de-
termined products and generating a less dynam-
ic economy.

Tax credits also obscure overall levels of true
spending and revenue collection. The accumulation
of special tax provisions increases the complexity of
government activity, thereby increasing information
asymmetries between government officials and citi-
zens and allowing government budgets to expand be-
yond their normal democratic constraints. Tax credits
contribute to a “fiscal illusion” whereby taxpayers are
under the illusion that taxes are cut, shrinking gov-
ernment intervention. In reality, deficits increase,
new market distortions are introduced, and the
subsidy escapes the annual appropriations process,
leading to an accumulation of market distortions that
slow growth.

TAX CREDITS TO REPEAL

The tax code contains a long list of tax credits, not
all of which should be eliminated. For example, the
credit for taxes paid to foreign governments on per-
sonal income earned overseas should be retained;
it protects U.S. citizens from double taxation under
our worldwide tax system and is a desirable feature
of the tax code. Alternatively, Congress should elim-
inate the taxation of American citizens’ worldwide
income and tax only income that is earned in the
United States.
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With a few exceptions, however, the vast majori-
ty of tax credits are narrowly targeted subsidies and
should be repealed. The Blueprint for Balance rec-
ommends repealing the full list of credits in Table 1,
totaling $735 billion over 10 years.? Each is subject
to a variety of specific policy critiques and the more

broadly applicable critique that the tax code is not the

appropriate tool for distributing subsidies even if they
have political or economic benefits. The following sec-
tions highlight four major categories of spending in

the tax code, followed by a full list of recommended

credits for repeal and their estimated cost.

Category 1: Repeal Tax Credits for Energy and Environment

RECOMMENDATION

Repeal all 12 tax credits pertaining to energy pro-
duction and the environment. This proposal would
allow Congress to lower taxes by $147 billion over
10 years.

RATIONALE

Handouts to the energy industry carry a significant
hidden cost to American taxpayers beyond lost rev-
enue. Currently, 12 distinct tax credits for specific
energy resources and technologies manipulate pri-
vate-sector investment based on political agendas
rather than market realities.

Private capital is limited. Technologies that do

not receive subsidies appear to be more expensive,
risky, or unpromising. By shifting the financial

risk of energy projects indirectly to the taxpayer
through the tax code, the government discourages
private investments in projects that lack the gov-
ernment’s blessing but may have more commercial
promise. A dollar invested in a company benefiting
from a tax credit cannot be invested simultaneous-
ly in another company, creating opportunity costs

ADDITIONAL READING

where potentially promising but unsubsidized
technologies may not receive investment.

Business models built around taxpayer-funded
subsidies also distort the incentive that drives
innovation. Preferential tax treatment reduces the
necessity for an industry to make its technology
cost-competitive, because the tax credit shields a
company from recognizing the actual price at which
its technology is economically viable.

Moreover, targeted tax credits give one technology
a government-created price advantage over an un-
subsidized competing technology. Companies that
do not receive any preferential treatment conse-
quently will lobby for it, demanding a level playing
field. The end result is a hodgepodge of tax credits
that benefit select technologies that Members of
Congress support because supporting them benefits
their districts or states. The only way to achieve a
truly level playing field is by eliminating all sources
of subsidies for all forms of energy.

®  Katie Tubb and Nicolas D. Loris, “Tax Extenders Would Make Energy Companies Dependent, Not Dominant,”
Heritage Foundation Backgrounder No. 3279, January 22, 2018.

Category 2: Repeal the Research and Development Tax Credit

RECOMMENDATION

Repeal the research and development tax credit.
This proposal would allow Congress to lower taxes
by $155 billion over 10 years.

RATIONALE

Capital investments, including research and inno-
vation, are important for a flourishing economy, and
tax policy should establish a framework in which
such investment is not discouraged. However, tax
expenditures should aim to promote neutrality
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rather than, by their design, give some firms or sec-
tors an advantage over others.

The research credit permits a tax credit of up to 20
percent of qualified research expenditures in excess
of abase amount and has a small and uncertain abil-
ity to increase private research spending, amount-
ing to a dollar-for-dollar increase in private R&D for
each dollar of tax subsidy. Government-incentivized
research does not significantly increase measures

of innovation and may even reduce the quality

of research.? Low-quality research stems from
imprecise definitions of qualified research set by
bureaucrats in Washington. It is nearly impossible
for governments to target socially beneficial R&D
successfully: The best mechanism for development

ADDITIONAL READING

of cutting-edge technologies is the free market, not
government bureaucrats.

Because the credit cannot be precisely defined, busi-
nesses are incentivized to spend large amounts of
time and money lobbying Congress and tax regula-
tors to ensure that the credit is tailored to suit their
specific interests. Taxpayers claiming the credit and
administrators enforcing it spend large amounts

of time and money trying to interpret, litigate, and
follow the law. The complex rules and formulas are
used chiefly by the largest corporations, leaving
smaller competitors at a disadvantage.* A better and
more neutral way to encourage innovative business
investment is to allow all businesses to expense all
of their expenditures.

B Jason J. Fichtner and Adam N. Michel, “Can a Research and Development Tax Credit Be Properly Designed for
Economic Efficiency?” Mercatus Center at George Mason University, Mercatus Research, July 2015.

Category 3: Repeal the Tax Credit for Low-Income Housing

RECOMMENDATION

Repeal the Low-Income Housing Tax Credit. This
proposal would allow Congress to lower taxes by
$89 billion over 10 years.

RATIONALE

The Low-Income Housing Credit Program (LIHCP)
is intended to encourage the provision of low-income
rental housing,. It achieves its goal poorly and primar-
ily benefits special-interest groups and investors.?

Taxpayers making equity investments in eligible
housing projects that offer low-income housing
can access a tax credit for a 10-year period. The
annual credit is 4 percent of the project cost (a 30
percent subsidy) for projects using tax-exempt
bonds and 9 percent for other projects (a 70 per-
cent subsidy). More than two-thirds of the subsidy
is captured by investors and parties other than
low-income tenants.®

The LTHCP is a complex system that requires devel-
opers to expend a considerable amount of energy in
order to adhere to all of its construction, occupancy,
and administrative rules and regulations. LIHCP
projects cost 20 percent more per square foot than
medium-quality market housing projects and are
less cost-effective than other direct subsidy pro-
grams.” The program is widely abused by tenants
occupying housing for which they are not eligible,
by developers who inflate their costs to receive
excess tax credits, and by government officials using
their discretionary powers to award credits for
personal gain.

The LIHCP should be eliminated, and efforts should
be made to increase the supply of affordable hous-
ing by reducing the considerable government-im-
posed barriers to construction.
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ADDITIONAL READING

® Adam N. Michel, Norbert Michel, and John Ligon, “To Reduce Corporate Welfare, Kill the Low-Income Housing Tax

Credit,” Heritage /ssue Brief No. 4832, March 28, 2018.

Category 4: Repeal Tax Credits for Higher Education

RECOMMENDATION

Repeal the American opportunity and lifetime
learning tax credits. This proposal would allow Con-
gress to lower taxes by $182 billion over 10 years.

RATIONALE

The American opportunity tax credit (AOTC) and
lifetime learning credit (LLC) are subsidies for
higher education tuition and other qualifying ex-
penses. Federal policy should not subsidize any one
post-secondary education or training option.

The AOTC is a $2,500 credit, available for the first
four years of higher education. If one has a zero tax
liability, up to $1,000 of the credit is “refundable,”
meaning that it becomes a direct transfer payment.
The LLC is a nonrefundable $2,000 credit. Taxpay-
ers cannot claim both credits in the same year, and

ADDITIONAL READING

each has income thresholds at which the benefits
phase out.

Much like other federal subsidies for higher edu-
cation spending, such as federally subsidized loan
programs, the AOTC and LLC have contributed to
the precipitous rise in the cost of a college degree.
The myriad sources of federal funds for higher ed-
ucation has removed any incentive for colleges and
universities to keep tuition costs low. The signifi-
cant increase in college tuition rates only increases
student reliance on loans and tax incentives to
finance higher education.

Eliminating the AOTC and LLC will help to put

pressure on colleges and universities to manage
tuition costs and will streamline the tax code by
eliminating a source of unnecessary complexity.

®  Mary Clare Reim, “Private Lending: The Way to Reduce Students’ College Costs and Protect America’s Taxpayers,”

Heritage Foundation Backgrounder No. 3203, April 27, 2017.

B Mark J. Warshawsky and Ross Marchand, “Dysfunctions in the Federal Financing of Higher Education,” Mercatus
Center at George Mason University, Mercatus Research, January 2017.
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CHAPTER FIVE

Cut and Cap Spending
to Avert a Fiscal Crisis

Former Texas Senator Phil Gramm used to say
that “the rules of the game often dictate policy
outcomes.” He was spot on. In particular, the con-
gressional budget process rules have a big impact on
how much the federal government spends and bor-
rows. They explain in large part why deficit spending
has become the norm in Washington for four decades.

This document by my colleagues at Heritage lays
out a new budget framework to limit the size and
scope of government—and to limit its borrowing and
taxing authorities. This game plan is a must-read for
Members of Congress and policymakers who care
about our nation’s fiscal future.

Right now, that fiscal future is somewhat bleak. If
left on automatic pilot, the debt burden will double in
25 years to 150 percent of our national output. We will
be in Greece, Puerto Rico, and Detroit territory. There
are two ways to avert that frightening scenario. First,
we have to grow the economy faster to generate more
revenues by putting more people in jobs; second, we need
fiscal controls, which is what this document is all about.

We have learned in recent years that changing the
budget rules can positively alter the course of our fis-
cal outlook. George W. Bush’s last year in office and
Barack Obama’s first two years were catastrophic for
spending and debt. Bailouts, stimulus plans, tax re-
bates, Obamacare, welfare expansions, and the rest
sent the level of federal borrowing into the strato-
sphere with three years in a row of trillion dollar-
plus deficits.

What set the government on a saner and more
sustainable financial path was the Budget Control

Act (BCA) of 2011. That law established budget caps
on discretionary domestic and defense spending
(but not entitlements) and sequester spending cuts
if those caps were exceeded. The BCA became one of
the most successful anti-spending policies of modern
times, and it helped to bring the spending blitz during
Barack Obama’s first two years in office to a screech-
ing halt. After the budget caps were installed, federal
spending fell for three years in a row—the first time
that had happened since the 1950s despite the most
liberal, pro-spending President since Lyndon John-
son. Even the much-maligned sequester cuts of 2013
had a positive effect in cutting government domestic
and defense spending by 3 percent or 4 percent across
the board. Most Americans hardly noticed these mod-
est cuts.

If we examine what has happened to discretion-
ary spending, there has been very little growth for six
years. In real terms, these budgets have actually fallen
slightly. Alas, however, the runaway entitlements have
caused government to continue to grow.

Now for the bad news: Those caps are under as-
sault. Both Republicans and Democrats agreed to bust
the caps by nearly $300 billion over the next two years.

There has always been a bipartisan urge on Capi-
tol Hill to play Santa Claus, and no more so than now.
Republicans complain of the Pentagon cuts, and Dem-
ocrats object to the domestic-agency reductions. So
the disastrous compromise is to spend nearly $150
billion on both.

We are back to the Wild West of spending. The debt
will accelerate if there are no spending guardrails. To
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CHART 1

Budget Control Act Cut
Discretionary Spending
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SOURCE: Office of Management and Budget, Historical
Tables, https://www.whitehouse.gov/omb/historical-tables/
(accessed May 21, 2018).
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borrow a phrase from P. J. O’Rourke, eliminating
spending caps is about as wise as handing a teenager
the car keys and a bottle of booze.

At aminimum, therefore, the BCA caps and seques-
ters need to be retained. They also need to be fixed.
Four sensible changes would improve and modernize
the law:

= Remove the defense-nondefense “firewall.”
If Congress removes the firewall between
defense and nondefense spending and imposes
one overall cap, lawmakers will have more
flexibility in staying under the cap each year.

= Repeal sequestration exemptions. If a
sequester kicks in, cuts should apply equally to
all programs, including Medicaid, Medicare, and
food stamps. This would spread the pain more
equally if sequester cuts are necessary.

= Prohibit gimmicks like “emergency”
spending exemptions to breach the caps.
This year, Congress has approved roughly
$50 billion for hurricane relief with no cuts in
other programs to offset the cost. The Overseas
Contingency Operation also has been used as a
slush fund to spend an extra half-trillion dollars
on the military. This should stop immediately.

m  Establish a global federal spending cap of 2.5
percent growth annually for all programs,
excluding interest on the debt. If some
programs, such as Medicare, grow by more than
2.5 percent, other programs will have to grow by
less than that amount. This cap would be above
the expected rate of inflation for the next decade
but would put pressure on Congress to restrain
entitlement spending. If Congress exceeds these
caps, the sequester should apply to all non-Social
Security payments. This spending cap plus 3
percent growth in the economy would produce a
balanced budget after 10 years.

Itis also time to completely rewrite and modernize
the Congressional Budget Impoundment and Control
Act 0f 1974 (1974 Budget Act), which for four decades
has tilted the budget process toward exponential
growth in spending and trillions of dollars of deficits.
This book explains how to do that.

Too many in Congress today want to be unleashed
from the BCA spending limits while hypocritically
bemoaning our $20 trillion national debt. They want
to replace the caps with...nothing. We seem to be in
amad race to get to $30 trillion of debt and, as Buzz
Lightyear would say, “to infinity and beyond.”

That’s aroad to economic ruin, but it isn’t our desti-
ny. Everyone in Washington loves to pontificate about
helping our children and future generations. The best
way to do that is to grow the economy faster and the
federal budget and debt slower. It’s not that hard.

Stephen Moore

Distinguished Visiting Fellow,
Project for Economic Growth
Institute for Economic Freedom
The Heritage Foundation

April 2018
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CHART 2

Heritage Blueprint Would Save Billions Compared to CBO Projections
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AG

$2.6

SAVINGS IN MILLIONS!
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PRESIDENT HOUSE SENATE RSC

Repeal the USDA’s Catfish Inspection Program

While the Food and Drug Administration regulates
domestic and imported seafood, the 2008 farm bill
created a special exception requiring the USDA to
regulate catfish that is sold for human consumption.
This program, which has not yet been implemented,
would impose costly duplication because facilities
that process seafood, including catfish, would have
to comply with both FDA and USDA regulations.
The evidence does not support the health justifica-
tions for the more intrusive inspection program, to
which there has been wide bipartisan opposition.
The U.S. Government Accountability Office criti-
cized the program in a 2012 report with the not-so-

subtle title Seafood Safety: Responsibility for Inspect-

ing Catfish Should Not Be Assigned to USDA.?

ADDITIONAL READING

The USDA catfish inspection program would also
have serious trade implications. Foreign countries
that want to export catfish to the U.S. would need
to establish a new regulatory system equivalent to
the USDA program. This approval process could
take years. Catfish-exporting countries would likely
retaliate with and win trade disputes, since the
program would be an unjustified trade barrier. The
retaliation would likely be against industries other
than the catfish industry, such as milk producers
or meat packers. American consumers would also
suffer, as this program would reduce competition.

B Daren Bakst, “Addressing Waste, Abuse, and Extremism in USDA Programs,” Heritage Foundation Backgrounder

No. 2916, May 30, 2014,

B U.S. Government Accountability Office, Seafood Safety: Responsibility for Inspecting Catfish Should Not Be

Assigned to USDA, GAO-12-411, May 2012.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Eliminates program and moves inspection back to FDA.

Repeals program.
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SAVINGS IN MILLIONS? PRESIDENT HOUSE SENATE e

Eliminate the USDA’s Conservation Technical Assistance Program

The USDA’s Natural Resources Conservation Ser- necessary, can seek private solutions to conserva-
vice runs this costly program that offers landowners tion challenges.
technical assistance on natural resource manage-

ment. This assistance includes help in maintaining Federal taxpayers should not be forced to subsidize
private lands, complying with laws, enhancing advice for which landowners should be paying on
recreational activities, and improving the aesthet- their own. In addition, this government interven-

ic character of private land. Private landowners tion could be crowding out the private solutions that
are the best stewards of a given property and, if should be available to private landowners.

ADDITIONAL READING

B Daren Bakst, “Addressing Waste, Abuse, and Extremism in USDA Programs,” Heritage Foundation Backgrounder
No. 2916, May 30, 2014.

PROPOSAL STATUS EXPLANATION

PARTIALLY

President’s Budget (FY2019) Significantly reduces program.

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Eliminates program.
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$497

SAVINGS IN MILLIONS* PRESIDENT HOUSE SENATE RSC

Eliminate the USDA’s Rural Business Cooperative Service

The RBCS maintains a wide range of financial other business must. Private capital will find its way
assistance programs for rural businesses. It also has to worthy investments.
a significant focus on renewable energy and glob-

al warming, including subsidizing biofuels. Rural The government should not be in the business of
businesses are fully capable of running themselves, picking winners and losers when it comes to private
investing, and seeking assistance through private investments or energy sources. Instead of handing
means. The fact that these businesses are in rural taxpayer dollars to businesses, the federal govern-
areas does not change the fact that they can and ment should identify and remove the obstacles that
should succeed on their own merits, just as any it has created for businesses in rural communities.

ADDITIONAL READING
B Daren Bakst, “Addressing Waste, Abuse, and Extremism in USDA Programs,” Heritage Foundation Backgrounder
No. 2916, May 30, 2014.

PROPOSAL STATUS EXPLANATION

President’s Budget (FY2019) INCLUDED Eliminates agency.

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Eliminates agency.
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SAVINGS IN BILLIONS®
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PRESIDENT HOUSE SENATE RSC

Repeal the USDA’s Agricultural Risk Coverage

and Price Loss Coverage Programs

The ARC and PLC programs are two major new
commodity programs that Congress added in the
2014 farm bill. On a crop-by-crop basis, farmers can
participate either in the ARC program or in the PLC
program. The ARC program protects farmers from
shallow losses, providing payments when their ac-
tual revenues fall below 86 percent of the expected
revenues for their crops. The PLC program provides
payments to farmers when commodity prices fall
below a fixed reference price established by statute.
The PLC program has such high reference prices
that even at the time the 2014 farm bill was enacted,

ADDITIONAL READING

payments for some commodities were likely from
the outset.

These programs go far beyond providing a safety

net for farmers. Instead, the pretext of a safety net is
used to prevent many agricultural producers from
competing in the market as other businesses do. Pol-
icymakers need to allow farmers to compete freely
in the marketplace and reap the financial reward of
being more efficient and better managed than their
competitors are.

B Daren Bakst, ed,, “Farms and Free Enterprise: A Blueprint for Agricultural Policy,” The Heritage Foundation Mandate

for Leadership Series, September 21, 2076.

® Daren Bakst, Josh Sewell, and Brian Wright, “Addressing Risk in Agriculture,” Heritage Foundation Special Report

No. 189, September 8, 2016.

PROPOSAL STATUS
President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADDE%LSED

INCLUDED

Republican Study Committee

EXPLANATION

Eliminates ARC and PLC.

Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019 47




AG

$9.7

SAVINGS IN BILLIONS®
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PRESIDENT HOUSE SENATE RSC

Include Work Requirement for Able-Bodied

Adult Food Stamp Recipients

The food stamp program is the second-largest of the
government’s 89 means-tested welfare programs.
The number of food stamp recipients has risen
dramatically from about 17.2 million in 2000 to 44.2
million in 2016. Costs have risen from $19.8 billion
in FY 2000 to $75.8 billion in FY 2016.

ADDITIONAL READING

Food stamp assistance should be directed to those
who are most in need. Able-bodied adults who
receive food stamps should be required to work,
prepare for work, or look for work in exchange for
receiving assistance. Work requirements not only
help to ensure that food stamps are directed to
those who need them most, but also promote the
principle of self-sufficiency by directing individuals
toward work.

B Robert Rector, Rachel Sheffield, and Kevin Dayaratna, “Maine Food Stamp Work Requirement Cuts Non-Parent
Caseload by 80 Percent,” Heritage Foundation Backgrounder No. 3091, February 8, 2016.

B Robert Rector and Rachel Sheffield, “Setting Priorities for Welfare Reform,” Heritage Foundation /ssue Brief

No. 4520, February 24, 2016.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Limits use of waivers that exempt able-bodied adults without
dependents from work requirements.

Eliminates waivers that exempt able-bodied adults without
dependents from work requirements.

Advocates Welfare Reform and Upward Mobility Act work
requirements that extend to able-bodied parents.
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SAVINGS IN BILLIONS
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PRESIDENT HOUSE

SENATE RSC

End Broad-Based Categorical Eligibility for Food Stamps

Categorical eligibility traditionally allows indi-
viduals who receive cash welfare assistance from
programs such as Temporary Assistance for Needy
Families to enroll in food stamps automatically.
Under “broad-based categorical eligibility,” states
can now loosen income limits and bypass asset
tests for potential recipients of food stamps. Indi-
viduals or families can simply receive some type of
TANF “service” and automatically become cate-
gorically eligible for food stamps. Because TANF
services are available to households with incomes
higher than those that are eligible for TANF cash

ADDITIONAL READING

assistance, states can extend food stamp benefits to
those with higher incomes than otherwise would
be permissible.

Moreover, broad-based categorical eligibility allows
states to waive asset tests entirely. An individual
with a temporarily low income can receive a TANF
service and then become categorically eligible for
food stamps even if he has a large amount of savings.
Policymakers should end broad-based categorical
eligibility to ensure that food stamps are focused on
helping those who are truly in need.

®  Katherine Bradley and Robert Rector, “Reforming the Food Stamp Program,” Heritage Foundation Backgrounder

No. 2708, July 25, 2012.

B Rachel Sheffield, “How to Reform Food Stamps,” Heritage Foundation /ssue Brief No. 4045, September 12, 2013.

PROPOSAL STATUS

President’s Budget (FY2019)

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee

INCLUDED

INCLUDED

EXPLANATION

Closes eligibility loopholes, limits categorical eligibility to recipients
of SSIor TANF cash benefits, and modifies income calculations to
target benefits to neediest households.

Ends categorical eligibility across all programs. Food stamp
recipients would have to meet SNAP income and asset tests.
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PRESIDENT HOUSE

SENATE RSC

Eliminate the “Heat and Eat” Loophole in Food Stamps

Using aloophole known as “heat and eat,” states can
artificially boost a household’s food stamp benefit.
The amount of food stamps a household receives is
based on its “countable” income (income minus cer-
tain deductions). Households that receive benefits
from the Low-Income Heat and Energy Assistance
Program are eligible for a larger utility deduction.
In order to make households eligible for the higher
deduction and thus for greater food stamp benefits,
states have distributed LIHEAP checks for amounts
as small as $1 to food stamp recipients.

ADDITIONAL READING

Although the 2014 farm bill tightened this loophole
by requiring that a household must receive more
than $20 annually in LIHEAP payments to be eligi-
ble for the larger utility deduction and subsequently
higher food stamp benefits, some states have contin-
ued to use it by paying over $20 per year. Policymak-
ers should close this loophole entirely.

B Rachel Sheffield, “How to Reform Food Stamps,” Heritage Foundation /ssue Brief No. 4045, September 12, 2013.
B Daren Bakst and Rachel Sheffield, “Eight Things to Watch for in the Farm Bill,” Heritage Foundation /ssue Brief

No. 4101, December 4, 2013.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Eliminates LIHEAP.

Eliminates LIHEAP.
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(NO SAVINGS)® PRESIDENT HOUSE SENATE RSC

Eliminate the USDA Sugar Program

The USDA sugar program uses price supports and This program may benefit a small number of sugar
marketing allotments that limit how much sugar growers and harvesters, but it does so at the expense
processors can sell each year, as well as import of sugar-using industries and consumers. An Inter-
restrictions. As a result of government intervention national Trade Administration report found that

to limit supply, the price of American sugar is con- “[f]or each sugar growing and harvesting job saved
sistently higher than (and at times twice as high as) through high U.S. sugar prices, nearly three confec-
world prices." tionery manufacturing jobs are lost.”" The program

is also a hidden tax on consumers: Recent studies
have found that it costs consumers as much as $3.7
billion a year.'

ADDITIONAL READING
® Daren Bakst, ed., “Farms and Free Enterprise: A Blueprint for Agricultural Policy,” The Heritage Foundation Mandate
for Leadership Series, September 21, 2016.

B Daren Bakst, Josh Sewell, and Brian Wright, “Addressing Risk in Agriculture,” Heritage Foundation Special Report
No. 189, September 8, 2016.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) REJECTED
House Budget Resolution REJECTED
Senate Budget Resolution REJECTED

Republican Study Committee INCLUDED Eliminates program.
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PRESIDENT HOUSE SENATE RSC

Eliminate USDA Revenue-Based Crop Insurance Policies

Any reasonable concept of a taxpayer-funded safety
net for farmers would require a significant crop loss,
but this program does not require yield losses for
farmers to receive indemnities. There are generally
two types of federal crop-insurance: yield-based,
which protects farmers from yields that are lower
than expected due to events beyond the control

of farmers, such as weather and crop disease, and
revenue-based, which protects farmers from dips
in expected revenue due to low prices, low yields,

or both. Revenue-based policies, which are more
popular than yield-based policies because they do
not require yield losses, accounted for 77 percent

of all policies earning premiums in 2014."* Farmers

ADDITIONAL READING

can even have greater yields than expected and still
receive indemnity payments if commodity prices
are lower than expected.

The federal government should not be in the
business of insuring price or revenue; agricultural
producers, like other businesses, should not be in-
sulated from market forces or guaranteed financial
success at the expense of taxpayers. Revenue-based
crop insurance is unnecessarily generous and
should be eliminated. Taxpayer-subsidized crop
insurance should be limited to yield insurance as it
was in the past.

B Daren Bakst, ed.,, “Farms and Free Enterprise: A Blueprint for Agricultural Policy,” The Heritage Foundation Mandate

for Leadership Series, September 21, 2076.

B Daren Bakst, Josh Sewell, and Brian Wright, “Addressing Risk in Agriculture,” Heritage Foundation Special Report

No. 189, September 8, 2016.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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$200

SAVINGS IN MILLIONS™ PRESIDENT HOUSE SENATE RSC

Eliminate the USDA’s Market Access Program

MAP subsidizes trade associations, businesses, and It is not government’s role to advance the marketing
other private entities to help them market and pro- interests of certain industries or businesses. Tax-
mote their products overseas. Under MAP, taxpay- payers should not be forced to subsidize the market-
ers have recently helped to fund international wine ing that private businesses should do on their own.

tastings, organic hair products for cats and dogs, and
areality television show in India.

ADDITIONAL READING

B Daren Bakst, "Addressing Waste, Abuse, and Extremism in USDA Programs,” Heritage Foundation Backgrounder
No. 2916, May 30, 2014.

B Senator Tom Coburn, “Treasure Map: The Market Access Program’s Bounty of Waste, Loot and Spoils Plundered
from Taxpayers,” June 2012.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADD,\FIQgLSED

Republican Study Committee INCLUDED Eliminates program.
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Policy Riders

Withhold funding for federal fruit-supply and vegetable-supply restrictions in marketing orders.
In June 2015, the Supreme Court of the United States decided Horne v. Department of Agriculture,'® a case
regarding the federal government’s authority to fine raisin growers who did not hand over part of their crop
to the government. The Court held that forcing growers to turn over their raisins was a taking of private
property requiring just compensation. Although the “raisin case” received much attention because of the
outrageous nature of the government’s actions, it is far from unique. In particular, the USDA uses its power
to enforce a number of cartels through industry agreements known as marketing orders. Fruit and vegetable
marketing orders'” allow the federal government to authorize supply restrictions (volume controls), limiting
the amounts that agricultural producers may sell. Marketing orders are bad enough, but at a minimum,
Congress should stop funding these volume controls that limit how much of their own fruits and vegetables
farmers may sell and should get the government out of the market and cartel management business.'®

Prohibit funding for national school meal standards. The USDA’s school-meal standards for the
Healthy, Hunger-Free Kids Act of 2010 have been a failure. They are a burden on schools and have led to
many negative outcomes. A September 2015 GAO report shows that since the implementation of these
standards, participation in the school lunch program has declined, food waste remains a significant problem,
and some schools have dropped out of the school lunch program at least partly because of the standards."
Some schools have even had to draw from their education funds to cover the costs imposed by these
standards.?® No funding should be directed toward implementation or enforcement of these standards. Any
new standards should give states and local educational authorities much greater flexibility and respect the
role of parents in helping their children make dietary decisions.

Prohibit funding for the community eligibility provision. The community eligibility provision is a
policy that was implemented by the Healthy, Hunger-Free Kids Act of 2010. It expands free school meals to
students regardless of family income. Under this provision, if 40 percent of students in a school, group of
schools, or school district are identified as eligible for free meals because they receive benefits from another
means-tested welfare program like food stamps, then all students can receive free meals. The community
eligibility provision is essentially a backdoor approach to universal school meals. Schools should not be
providing welfare to middle-class and wealthy students. Ending the community eligibility provision would
ensure that free meals are going only to students from low-income families. No further funding should be
directed toward implementing this provision.
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ENDNOTES

1.

Savings of $2.6 million for FY 2019 are based on estimates from the U.S. Department of Agriculture’s Food Safety and Inspection Service (as
reported by the GAO) pursuant to a transfer of the program’s administration. Under a final rule (9 CFR §§ 530-561, issued December 2, 2015,
effective March 1, 2016, and with a full compliance date of September 1, 2017), catfish inspection was transferred from the FDA to the FSIS.
Subsequently, the FSIS revised its estimated annual cost of the program downwards from $14 million to $2.6 million annually. See U.S.
Government Accountability Office, “Agriculture: Catfish Inspection,” last updated October 18, 2017, https:/www.gao.gov/duplication/action_
tracker/Catfish_Inspection/actionl (accessed May 9, 2018), and U.S. Department of Agriculture, 2079 President’s Budget: Food Safety and
Inspection Service, https://www.obpa.usda.gov/22fsis2019notes.pdf (accessed May 9, 2018).

U.S. Government Accountability Office, Seafood Safety: Responsibility for Inspecting Catfish Should Not Be Assigned to USDA, GAO-12-41,
May 2012, http://www.gao.gov/products/GAO-12-411 (accessed April 17, 2019).

Savings of $754 million for FY 2019 are based on the most recent estimated spending level of $754 million for FY 2018 as found in U.S.
Department of Agriculture, FY 2019 Budget Summary, p. 24, https://www.usda.gov/sites/default/files/documents/usda-fy19-budget-
summary.pdf (accessed May 9, 2018). Heritage experts assume that the FY 2018 spending level remains constant in FY 2019.

Savings of $497 million for FY 2019 are based on the CBO’s most recent April 2018 baseline spending projections. Savings include $103
million in discretionary spending and $394 million in mandatory spending.

Savings of $5.354 billion for FY 2019 are based on projections for the ARC and PLC as reported in Congressional Budget Office, CBO’s April
2018 Baseline for Farm Programs, April 9, 2018, https://www.cbo.gov/sites/default/files/recurringdata/51317-2018-04-usda.pdf (accessed
May 9, 2018). Estimated savings of $5.354 billion in FY 2019 include $2.727 billion for the PLC (p. 6); $2.604 billion for the ARC-CO (county)
(p. 6); and $23 million for the ARC-IC (individual coverage) (p. 9). All $5.868 billion in savings represents mandatory spending.

Savings of $9.7 billion for FY 2019 are based on analysis contained in Robert Rector, Rachel Sheffield, and Kevin Dayaratna, “Maine Food
Stamp Work Requirement Cuts Non-Parent Caseload by 80 Percent,” Heritage Foundation Backgrounder No. 3091, February 8, 2016, http:/
www.heritage.org/research/reports/2016/02/maine-food-stamp-work-requirement-cuts-non-parent-caseload-by-80-percent. All $9.7
billion in savings represents mandatory spending.

Savings of $1.305 billion for FY 2019 are based on the CBO’s analysis of the impact of previously proposed legislation that would have
enacted this reform. Specifically, we use the CBO’s FY 2015 estimate for “Section 105. Updating program eligibility” because 2015 represents
the first full year of the proposal’s implementation. See Congressional Budget Office, “Cost Estimate for H.R. 3102, the Nutrition Reform

and Work Opportunity Act of 2013, September 16, 2013, https:/www.cbo.gov/sites/default/files/113th-congress-2013-2014/costestimate/
hr31020.pdf (accessed March 20, 2018). All $1.305 billion in savings represents mandatory spending.

Savings of $1.470 billion for FY 2019 are based on estimated savings from a proposal that would enact this change. Specifically, we use the
estimated FY 2014 savings for “Changes to SNAP Eligibility Requirements: Standard Utility Allowance” because FY 2014 represents the

first full year of implementation. See Report No. 112-470, Sequester Replacement Reconciliation Act of 2012, Committee on the Budget, U.S.
House of Representatives, 112th Cong., 2nd Sess., May 9, 2012, p. 27, https://www.gpo.gov/fdsys/pkg/CRPT-112hrpt470/pdf/CRPT-112hrpt470.
pdf (accessed May 9, 2018). All $1.470 billion in savings represents mandatory spending.

Savings of $0 million in FY 2019 are based on the CBO’s estimated FY 2019 cost of the program. Although the CBO estimates zero cost in FY
2019, it projects that the sugar program will have a total cost of $76 million over the 2019-2028 period. Congressional Budget Office, CBO’s
April 2018 Baseline for Farm Programs.

Agralytica, “Economic Effects of the Sugar Program Since the 2008 Farm Bill & Policy Implications for the 2013 Farm Bill,” June 3,

2013, http://fairsugarpolicy.org/wordpress/wp-content/uploads/2018/03/AgralyticaEconomicEffectsPaperJune2013.pdf (accessed

August 4, 2016).

U.S. Department of Commerce, International Trade Administration, “Employment Changes in U.S. Food Manufacturing: The Impact of Sugar
Prices,” undated, p. 2, https://www.trade.gov/mas/ian/build/groups/public/@tg_ian/documents/webcontent/tg_ian_002705.pdf (accessed
April 17, 2018).

Agralytica, “Economic Effects of the Sugar Program Since the 2008 Farm Bill & Policy Implications for the 2013 Farm Bill.” See also John

C. Beghin and Amani Elobeid, “The Impact of the U.S. Sugar Program Redux,” lowa State University, Center for Agricultural and Rural
Development Working Paper No. 13-WP 538, May 2013, https://www.card.iastate.edu/products/publications/pdf/13wp538.pdf (accessed
April 17, 2018).

Savings of at least $1.92 billion for FY 2019 are based on a CBO analysis of federal crop insurance costs that provides estimated savings

for a more limited proposal to restrict the way producers’ costs are estimated for revenue-based policies by requiring that costs be based
on the projected price of crops at the time the policy is issued instead of providing for the greater of the projected price and the actual
harvest price. Although this proposal would not entirely eliminate revenue-based crop insurance policies, it would limit their costs. The CBO
estimates that this change in revenue-based policies would save $19.2 billion over the 2018-2027 period, for an average of $1.92 billion per
year. Congressional Budget Office, Options to Reduce the Budgetary Cost of the Federal Crop Insurance Program, December 2017, https://
www.cbo.gov/system/files/115th-congress-2017-2018/reports/53375-federalcropinsuranceprogram.pdf (accessed March 20, 2018). All $1.92
billion in savings represents mandatory spending.

Dennis A. Shields, “Federal Crop Insurance: Background,” Congressional Research Service Report for Members and Committees of Congress,
August 13, 2015, https://fas.org/sgp/crs/misc/R40532.pdf (accessed April 17, 2018).

Savings of $200 million for FY 2019 are based on estimates for federal farm program costs in Congressional Budget Office, CBO’s April 2018
Baseline for Farm Programs. All $200 million in savings represents mandatory spending.
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Horne v. Department of Agriculture, 135 S. Ct. 2419 (2015), https:/www.leagle.com/decision/insco20150622a72 (accessed April 17, 2018).
These marketing orders cover fruits, vegetables, and specialty crops. See U.S. Department of Agriculture, Agricultural Marketing Service,

“Marketing Orders for Fruits, Vegetables, & Specialty Crops,” http:/www.ams.usda.gov/rules-regulations/moa/fv (accessed April 17, 2018).

There also are milk marketing orders, but they are different from fruit and vegetable marketing orders. See U.S. Department of Agriculture,
Agricultural Marketing Service, “Federal Milk Marketing Orders,” U.S. Department of Agriculture, http:/www.ams.usda.gov/rules-regulations/
moa/dairy (accessed April 17, 2018).

Daren Bakst, “The Federal Government Should Stop Limiting the Sale of Certain Fruits and Vegetables,” Heritage Foundation /ssue Brief

No. 4466, September 29, 2015, http://www.heritage.org/research/reports/2015/09/the-federal-government-should-stop-limiting-the-sale-
of-certain-fruits-and-vegetables.

U.S. Government Accountability Office, School Nutrition: USDA Had Efforts Underway to Help Address Ongoing Challenges Implementing
Changes in Nutrition Standards, GAO-15-656, September 2015, http:/gao.gov/products/GAO-15-656 (accessed April 17, 2019).

Erik Wasson, “Michelle’s Meals Turn Off the Kids,” The Hill, May 21, 2014, http://thehill.com/policy/finance/206734-michelles-meals-turn-off-
the-kids (accessed April 17, 2018).
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PRESIDENT HOUSE SENATE RSC

Eliminate the Department of Justice’s
Office of Community Oriented Policing Services

Created in 1994, COPS promised to put 100,000 new
state and local law enforcement officers on Ameri-
ca’s streets by 2000. It failed to add 100,000 officers
and failed to reduce crime.

In Federalist No. 45, James Madison wrote: “The
powers delegated by the proposed Constitution to
the federal government are few and defined. Those
which are to remain in the State governments are
numerous and indefinite.” When Congress funds
the routine, day-to-day operations of local police de-
partments in this manner, it effectively reassigns to
the federal government the powers and responsibil-
ities that fall squarely within the expertise, histori-
cal control, and constitutional authority of state and

ADDITIONAL READING

local governments. The responsibility to combat
ordinary crime at the local level belongs almost
wholly, if not exclusively, to state and local govern-
ments. According to Attorney General Jeff Sessions,
during the Obama Administration, the COPS pro-
gram was also diverted to “expensive wide-ranging
investigative assessments” that included attempts
to “reform” law enforcement agencies and institute
requirements such as “inherent bias” training based
on flawed and unproven social science.?

The COPS program has a demonstrated record of
poor performance and should be eliminated. COPS
grants also unnecessarily fund functions that are
the responsibility of state and local governments.

B David B. Muhlhausen, “Byrne JAG and COPS Grant Funding Will Not Stimulate the Economy,” testimony before the

Committee on the Judiciary, U.S. Senate, May 12, 2009.

B David B. Muhlhausen, “Impact Evaluation of COPS Grants in Large Cities,” Heritage Foundation Center for Data

Analysis Report No. 06-03, May 26, 2006.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

$96 million reallocation.

Eliminates funding.

Eliminates funding.

58 Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019



$2.0

SAVINGS IN BILLIONS®

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE

Eliminate Grants Within the Department of Justice’s

Office of Justice Programs

The majority of the programs under the OJP um-
brella deal with problems or functions within the
jurisdiction of state and local governments. OJP
grants are given to state and local governments for
many criminal justice purposes, including local
police officer salaries, state corrections, court pro-
grams, and juvenile justice programs.

In addressing criminal activity, the federal govern-
ment should limit itself to handling tasks that state
and local governments cannot perform by them-
selves and that the Constitution commits to the fed-
eral government. For example, juvenile delinquency
is a problem common to all states, but the crimes

ADDITIONAL READING

that delinquents commit are almost entirely and
inherently local in nature and are therefore regulat-
ed by state criminal law, state law enforcement, and
state courts. The fact that thefts by juveniles occur
in all states does not mean that these thefts require
action by the federal government.

State and local officials, not the federal government,
are responsible for funding the state and local crim-
inal justice system. The OJP subsidizes the routine,
day-to-day functions of state and local criminal
justice programs. The responsibility to combat ordi-
nary crime at the local level belongs almost wholly,
if not exclusively, to state and local governments.

B David B. Muhlhausen, “Get Out of Jail Free: Taxpayer-Funded Grants Place Criminals on the Street Without Posting
Bail,” Heritage Foundation WebMemo No. 3361, September 12, 2011.

B David B. Muhlhausen, “Where the Justice Department Can Find $2.6 Billion for its Anti-Terrorism Efforts,” Heritage

Foundation Backgrounder No. 1486, October 5, 2001.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Eliminates $210 million from OJP-administered State Criminal Alien
Assistance Program.

Eliminates funding.

Eliminates funding.
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PRESIDENT HOUSE SENATE RSC

Eliminate Violence Against Women Act Programs and Grants

The services funded by VAWA programs and grants
are properly funded and implemented locally. Us-
ing federal agencies to fund the routine operations
of domestic violence programs that state and local
governments could provide is a misuse of federal
resources and a distraction from concerns that

are the province of the federal government. More-
over, the administrative cost of funneling state
resources back to the states through the federal
government actually reduces the overall level of
available resources.

ADDITIONAL READING

VAWA programs, created in 1994, exist principally

to mitigate, reduce, or prevent the effects and occur-
rence of domestic violence. However, grant programs
under the VAWA have not undergone nationally
representative, scientifically rigorous experimen-

tal evaluations of their effectiveness. The General
Accounting (now Government Accountability)
Office concluded that previous evaluations of VAWA
programs “demonstrated a variety of methodological
limitations, raising concerns as to whether the eval-
uations will produce definitive results.”® In addition,
the evaluations were not representative of the types
of programs funded nationally by the VAWA.

B Paul J. Larkin Jr, “Send in the Lawyers: The House Passes the Senate’s Violence Against Women Act,” The Daily

Signal, March 1, 2013.

B David B. Muhlhausen and Christina Villegas, “Violence Against Women Act: Reauthorization Fundamentally
Flawed,” Heritage Foundation Backgrounder No. 2673, March 29, 2012.

PROPOSAL STATUS
_ , NOT
President’s Budget (FY2019) ADDRESSED

INCLUDED

House Budget Resolution

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED

EXPLANATION

Eliminates funding.
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PRESIDENT HOUSE SENATE

Eliminate the Legal Services Corporation

The LSC was created by the Legal Services Act of
1974 to provide civil legal assistance to indigent cli-
ents. It does this by distributing federal grant funds
to service areas throughout the United States

and its territories in award increments of one to
three years. The annual appropriations legislation
specifies the types of activities for which the funds
may be used and prohibits the use of funds for such
purposes as political activity, advocacy, demon-
strations, strikes, class-action lawsuits, and cases
involving abortion, partisan redistricting, and
welfare reform.

ADDITIONAL READING

Although LSC grants do help to provide high-quality
civil legal assistance to some low-income Americans,
the Congressional Budget Office has repeatedly rec-
ommended defunding of the LSC as a way to decrease
the deficit, observing that many programs receiving
LSC grants already receive resources from state and
local governments and private entities. State and
local governments, supplemented by donations from
other outside sources, are better equipped to address
the needs of those in their communities who rely on
these free services. Giving local entities sole responsi-
bility for indigent legal defense would allow funds to
be targeted in the most efficient manner and remove
this burden from the federal deficit.

B Congressional Budget Office, Budget Options: Volume 2, August 6, 2009.

®  Ken Boehm, Chairman, National Legal and Policy Center, “What the Legal Services Corporation Doesn’t Want
Congress to Know,” testimony submitted to the Subcommittee on Commerce, Justice, Science and Related
Agencies, Committee on Appropriations, U.S. House of Representatives, March 22, 2012.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Reduces funding by $367 million.

Eliminates funding.

Eliminates funding.
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PRESIDENT HOUSE SENATE RSC

Reduce Funding for the Department of Justice’s Civil Rights Division

A 2013 report by the Justice Department Inspec-
tor General described the Civil Rights Division as
having a “dysfunctional management chain” and
being torn by “polarization and mistrust.”® The
division has undermined election integrity and has
filed abusive lawsuits intended to enforce progres-
sive social ideology in areas ranging from public
hiring to public education. At a time when there is

less discrimination than ever before in our society,
the division is at its largest—far larger that it was

in the 1960s when it was fighting crucial civil rights
battles. It has far more employees than vigorous
enforcement of our civil rights and voting rights
laws requires, and its budget can be cut significantly
without sacrificing the division’s efficiency and abili-
ty to protect the public from discrimination.

ADDITIONAL READING

m J Christian Adams, Injustice: Exposing the Racial Agenda of the Obama Justice Department (Washington: Regnery

Publishing, 2011).

®m  John Fund and Hans von Spakovsky, Obama’s Enforcer: Eric Holder’s Justice Department (New York: HarperCollins/

Broadside, 2014).

PROPOSAL

President’s Budget (FY2019)

House Budget Resolution

Senate Budget Resolution

Republican Study Committee

STATUS

NOT
ADDRESSED

NOT
ADDRESSED

NOT
ADDRESSED

NOT
ADDRESSED

EXPLANATION
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PRESIDENT HOUSE SENATE RSC

Reduce Funding for the Department of Justice’s Environmental

and Natural Resources Division

The Justice Department’s ENR Division has suf-
fered an embarrassing string of defeats in the courts
because it has taken radical positions on environ-
mental issues far outside the legal mainstream. One
federal court of appeals accused ENR Division law-
yers of making legal arguments in court that were
“so thin as to border on the frivolous.”’® It has also
colluded in “sue and settle” lawsuits with extremist

ADDITIONAL READING

environmental groups that take environmental
lawmaking out of the hands of Congress and put it in
the hands of agencies, private interests, and feder-

al judges. Significantly reducing its budget would
encourage the ENR Division to concentrate on its
core functions of defending the environmental laws
of the United States in a reasonable and common-
sense manner.

B Paul J. Larkin, Jr., “Justice Department Giving Away the Public’s Money to Third-Party Interests,” Heritage

Foundation Commentary, March 11, 2015.

B Andrew M. Grossman, “Regulation Through Sham Litigation: The Sue and Settle Phenomenon,” Heritage

Foundation Legal Memorandum No. 110, February 25, 2014.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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PRESIDENT HOUSE SENATE RSC

Eliminate the Department of Justice’s Community Relations Service

The CRS budget should be entirely eliminated.
Rather than fulfilling its mandate of trying to be
the peacemaker in community conflicts, the CRS
has raised tensions in local communities. In both
the Zimmerman case in Sanford, Florida, and the
Wilson case in Ferguson, Missouri, for example,
the CRS helped to organize and manage rallies and

protests against George Zimmerman and Darren
Wilson. Other employees inside the CRS have cited
a culture of incompetence, political decision-mak-
ing, and gross mismanagement that has led them to
send a letter of complaint to the Attorney General of
the United States.

ADDITIONAL READING

B Hans von Spakovsky, “Corruption, Incompetence Scandal at DOJ’s Ferguson Unit Widens,” PJ Media, April 18, 2016.
®m  John Fund and Hans von Spakovsky, Obama’s Enforcer: Eric Holder’s Justice Department (New York: HarperCollins/

Broadside, 2014).

PROPOSAL

President’s Budget (FY2019)

House Budget Resolution

Senate Budget Resolution

Republican Study Committee

STATUS

NOT
ADDRESSED

NOT
ADDRESSED

NOT
ADDRESSED

NOT
ADDRESSED

EXPLANATION
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SAVINGS IN MILLIONS™ PRESIDENT HOUSE SENATE RSC

Reduce Funding for the Department of Justice’s Bureau of Alcohol,
Tobacco, Firearms and Explosives

The ATF’s budget should be reduced to eliminate decades of “high profile failures.” Representative
resources that could be used for reckless operations Sensenbrenner introduced a bill to eliminate the
similar to Operation Fast and Furious. The ATF may = ATF because it is a “largely duplicative” agency that
be the most scandal-ridden agency in the feder- “lacks a clear mission.” Sensenbrenner believes that
al government. According to Representative Jim enforcement work should be transferred to the FBI
Sensenbrenner (R-WI), it has been “branded” with and the Drug Enforcement Agency.

ADDITIONAL READING
B News release, “Rep. Sensenbrenner Introduces the ATF Elimination Act,” Office of Congressman Jim
Sensenbrenner, January 12, 2017.

B AWR Hawkins, “GOP Lawmaker Proposes ‘ATF Elimination Act,” Breitbart, March 6, 2015.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) REJECTED Increases funding by 2.4 percent.
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED
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SAVINGS IN MILLIONS™ PRESIDENT HOUSE SENATE RSC

Eliminate the Department of Commerce’s Hollings Manufacturing
Extension Partnership

The Hollings Manufacturing Extension Partnership The government should not be playing a role in the

is afederally funded management consulting oper- development of business. Federal involvement dis-
ation directed at manufacturers. It is managed by torts market outcomes and picks winners and losers
the National Institute of Standards and Technology among businesses. This is nothing more or less than
(NIST) of the U.S. Department of Commerce. The corporate welfare, and it should be ended.

Hollings Partnership provides subsidies to consul-
tants, manufacturers, and business advisers with
the goal of bettering the business practices of small
and medium-size businesses.

PROPOSAL STATUS EXPLANATION

President’s Budget (FY2019) INCLUDED Eliminates program.

NOT Eliminates Hollings Partnership and other Department of Commerce

House Budget Resolution ADDRESSED corporate welfare programs.

Senate Budget Resolution INCLUDED

Republican Study Committee INCLUDED Eliminates program.
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PRESIDENT HOUSE SENATE RSC

Eliminate the Department of Commerce’s International

Trade Administration

The ITA serves as a sales department for certain
businesses and promotes investment in the U.S,, of-
fering taxpayer-funded subsidies for businesses that
promote their products overseas. Promoting U.S. ex-
ports is also a task carried out by the Department of
Agriculture and the Department of State, rendering
the ITA’s efforts redundant. The ITA’s protectionist
policies, including antidumping and countervailing
duty laws, interfere with free trade and drive up
costs for both consumers and businesses.

ADDITIONAL READING

One ITA program is the International Buyer Pro-
gram (IBP), through which the ITA sets up a space
“where foreign buyers can obtain assistance in
identifying potential business partners, and meet
with U.S. companies to negotiate and close deals.”®
Private companies should facilitate their own
business meetings or do so through voluntary trade
associations, not on the taxpayer’s dime.

B Michael Sargent, Romina Boccia, Emily J. Goff, David B. Muhlhausen, and Hans A. von Spakovsky, “Cutting the
Commerce, Justice, and Science Spending Bill by $2.6 Billion: A Starting Point,” Heritage Foundation /ssue Brief

No. 4220, May 12, 2014.

PROPOSAL STATUS

President’s Budget (FY2019)

REJECTED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Continues to fund.

Eliminates ITA, which it characterizes as a corporate welfare
program.

Eliminates ITA export promotion activities, which provide market
resources to private companies.
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$263

SAVINGS IN MILLIONS' PRESIDENT HOUSE SENATE RSC

Eliminate the Department of Commerce’s Economic
Development Administration

The EDA provides taxpayer money and technical population. The EDA is just one of about 180 federal
assistance to economically distressed areas in the economic development programs, including (among
form of “grants” and “investments” for local proj- others) the Small Business Administration’s disas-
ects, including the private sector. The EDA uses ter assistance loans and the Department of Agricul-
taxpayer dollars to target local political pet projects ture’s rural development programs, that Congress
with a very narrow benefit—in many cases, just should eliminate.

one particular company or small segment of the

ADDITIONAL READING

® .S Government Accountability Office, Economic Development Administration: Documentation of Award Selection
Decisions Could Be Improved, GAO-14-131, February 6, 2014.

PROPOSAL STATUS EXPLANATION

Eliminates EDA as part of an effort to eliminate duplicative and

President’s Budget (FY2019) INCLUDED unauthorized economic development programs.

Eliminates EDA as part of an effort to eliminate overlap within the

House Budget Resolution INCLUDED Department of Commerce.

NOT

Senate Budget Resolution ADDRESSED

Eliminates EDA as duplicative and providing subsidies outside the

Republican Study Committee INCLUDED federal government's scope.
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PRESIDENT HOUSE SENATE RSC

Eliminate the Department of Commerce’s Minority Business

Development Agency

The Minority Business Development Agency hands
out grants and runs federally funded management
consulting operations called business centers in
over 40 locations. Part of the Department of Com-
merce, the MBDA reported that its business centers
assisted eligible businesses with 1,108 financings
and contracts worth over $3.9 billion in FY 2011."

PROPOSAL STATUS

PARTIALLY

President’s Budget (FY2019) INCLUDED

PARTIALLY
INCLUDED

House Budget Resolution

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED

The MBDA helps businesses identify and respond to
federal procurement opportunities and, by targeting
certain racial and ethnic groups for special govern-
ment assistance, is a key component of the federal
government’s affirmative action approach. The
federal government should not provide special as-
sistance to businesses to procure federal contracts;
nor should it target such assistance based on racial
or ethnic considerations.

EXPLANATION

Continues to fund MBDA, but with reforms to change its focus and
reduce costs.

Consolidates MBDA within the Small Business Administration.

Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019 69




(W

The Heritage Foundation | heritage.org/BlueprintForBalance

$5.9

SAVINGS IN MILLIONS™ PRESIDENT HOUSE SENATE RSC

Eliminate Census Bureau Funding for the Annual Supplemental
Poverty Measure Report

The Census Bureau’s annual Supplemental Poverty the SPM determines a household’s poverty status by
Measure is a relative measure; rather than deter- comparing its income to the income of other house-
mining whether a household is poor based on its holds. The SPM undergirds a “spread-the-wealth”
income, as the official U.S. poverty measure does, agenda and should be eliminated.

ADDITIONAL READING

B Robert Rector and Rachel Sheffield, “Obama’s New Poverty Measure ‘Spreads the Wealth,” Heritage Foundation
Commentary, November 9, 2011.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD’\FIQgLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADD’\FIQgLSED
Republican Study Committee AD D’;(EESED
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ENDNOTES

1.

Estimated savings of $276 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018, Public Law 115-141, 115th Cong., https:/www.congress.gov/115/bills/hr1625/BILLS-115hr1625enr.pdf (accessed May 9, 2018).
Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Alan Neuhauser, “Justice Department Ends COPS Office Review of Police,” U.S. News & World Report, September 15, 2017, https:/www.
usnews.com/news/national-news/articles/2017-09-15/justice-department-ends-cops-office-review-of-local-police (accessed April 13, 2018).
Estimated savings of $1.96 billion for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019. Savings include $1.678 billion for State and Local
Law Enforcement Assistance and $282.5 million for Juvenile Justice Programs.

Estimated savings of $492 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. General Accounting Office, Justice Impact Evaluations: One Byrne Evaluation Was Rigorous: All Reviewed Violence Against Women
Office Grants Were Problematic, GAO-02-309, March 2002, p. 10, https:/www.gao.gov/assets/240/233527.pdf (accessed April 13, 2018).
Estimated savings of $410 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $48.5 million for FY 2019 are based on the FY 2018 continuing resolution level of $147 million as reported in table, “U.S.
Department of Justice: Summary of Budget Authority by Appropriation,” in U.S. Department of Justice, FY' 2019 Budget and Performance
Summary, https://www.justice.gov/doj/fy-2019-budget-and-performance-summary (accessed May 9, 2018). Heritage experts assume that
FY 2018 spending remains constant in FY 2019. Savings equal a 33 percent reduction in FY 2019 spending.

U.S. Department of Justice, Office of the Inspector General, Oversight and Review Division, A Review of the Operations of the Voting Section
of the Civil Rights Division, March 2103, p. 257, https://oig.justice.gov/reports/2013/s1303.pdf (accessed January 13, 2016).

Estimated savings of $36 million for FY 2019 are based on the FY 2018 continuing resolution level of $110 million as reported in table, “U.S.
Department of Justice: Summary of Budget Authority by Appropriation,” in U.S. Department of Justice, FY 2019 Budget and Performance
Summary. Heritage experts assume that FY 2018 spending remains constant in FY 2019. Savings equal a 33 percent reduction in

FY 2019 spending.

Evans v. U.S., 694 F.3d 1377,1381 (Fed. Cir. 2012).

Estimated savings of $15.5 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $259 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019. Savings equal a 20 percent reduction in estimated
FY 2019 spending.

Estimated savings of $140 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $495 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Hil Anderson, “DOC Selects 24 Shows for 2015 International Buyer Program,” Trade Show Executive, June 27, 2014, http://www.
tradeshowexecutive.com/archive/industry-news/doc-selects-24-shows-2015-international-buyer-program/ (accessed April 13, 2018).
Estimated savings of $263 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $39 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. Government Accountability Office, Government Contracting: Federal Efforts to Assist Small Minority Owned Businesses, GAO-12-873,
September 2012, http:/www.gao.gov/assets/650/648985.pdf (accessed April 10, 2018).

Estimated savings of $5.9 million for FY 2019 are based on the estimated annualized FY 2018 level of $59 million as specified in U.S.
Department of Commerce, Economics and Statistics Administration, U.S. Census Bureau, U.S. Census Bureau’s Budget: Fiscal Year 2019, As
Presented to the Congress, February 2018, p. CEN-19, https://www?2.census.gov/about/budget/FY-2019-Congressional-Budget-Submission.
pdf (accessed May 9, 2018). Heritage experts assume that FY 2018 spending remains constant in FY 2019 and estimates that the annual
supplemental poverty measure uses 10 percent of the household survey appropriations.
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SAVINGS IN MILLIONS!
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PRESIDENT HOUSE SENATE RSC

Cut Non-Defense Spending from the Defense Department Budget

The Congressionally Directed Medical Research
Programs (CDMRP) is one of the oldest and largest
examples of non-defense funding inside the DOD
budget. It was started by Congress in FY 1992 with
an appropriation of $11 billion. While some of this
funding goes to medical research for issues like
post-traumatic stress or orthotics that are relevant
tothe DOD, in FY 2017 alone, Congress appropriat-
ed $245 million to support research on such nonde-
fense medical issues as breast, ovarian, and prostate
cancer; epilepsy; and autism.2 This funding for
non-defense research should be eliminated.

ADDITIONAL READING

Another set of non-defense programs that should be
cut from the defense budget are what the DOD calls

“civil military programs.” These include a DOD edu-
cation program called STARBASE and the National
Guard Youth Challenge Program. This category has
grown from $122 million in FY 2007 to $160 million
in FY 2017.2 Eliminating civil military programs
would save $183 million in FY 2019.

® Senator Tom A. Coburn, Department of Everything,” November 2012.

B Thomas Spoehr and Rachel Zissimos, eds., “Preventing a Defense Crisis: The 2018 National Defense Authorization
Act Must Begin to Restore U.S. Military Strength,” Heritage Foundation Backgrounder No. 3205, March 29, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) AD D,\FlegLSED
House Budget Resolution AD DI;CEESED
Senate Budget Resolution ADD,\FIQgLSED

PARTIALLY

Republican Study Committee INCLUDED

EXPLANATION

Addresses CDMRP’s role in the defense budget.
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PRESIDENT HOUSE SENATE RSC

Combine Military Exchanges and Commissaries

and Reduce Commissary Subsidies

The DOD operates two parallel but similar organi-
zations that provide access to goods and services for
servicemembers and their families. The commissar-
ies provide groceries at cost plus 5 percent, which

is sustainable only through an annual subsidy. In
FY 2018, Congress subsidized the commissaries at
almost $1.4 billion.?

The DOD currently has an extensive and separate
retail network to serve military personnel and their
dependents. Maintaining access to affordable gro-
ceries and goods is important for servicemembers,
particularly those who are stationed overseas or in
remote locations. The military has three separate

ADDITIONAL READING

general-retail stores (exchanges). All three are
self-sustaining, relying on revenue from their sales
rather than on direct appropriations.

In debates over the 2018 National Defense Authori-
zation Act, Congress included a reporting require-
ment that would provide a cost-benefit analysis and
aim to reduce the operational costs of commissaries
and exchanges by $2 billion. Congress should revisit
this question and continue to consider ways to re-
form these systems. This is especially important at
a time when the Government Accountability Office
has found that the DOD does not properly measure
the benefits created by these systems.¢

B Mackenzie Eaglen and Julia Pollack, “How to Save Money, Reform Processes, and Increase Efficiency in the Defense
Department,” Heritage Foundation Backgrounder No. 2507, January 10, 2011.

®  Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 2011.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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$150

SAVINGS IN MILLIONS” PRESIDENT HOUSE SENATE RSC

Close Domestic Dependent Elementary and Secondary Schools

Congress should create real choice for military The current system focuses on the needs of a mi-
families and transition the Domestic Dependent nuscule minority to the detriment of the majority of
Elementary and Secondary Schools system into a its population.

system of education savings accounts for military

families. The current DDESS system serves only 4 There is no need for the military to operate schools
percent of military-connected children;® 80 percent in the United States. The Pentagon should promptly
of military-connected children attend traditional take action to close these schools and transfer mil-
public schools. Additionally, over one-third of ser- itary dependents to local school systems, a process
vicemembers consider their children’s schooling a that the Trump Administration has initiated.*

deciding factor in continuing their military careers.’

ADDITIONAL READING
B |indsey M. Burke and Anne Ryland, “A GI Bill for Children of Military Families: Transforming Impact Aid into
Education Savings Accounts,” Heritage Foundation Backgrounder No. 3180, June 2, 2017.

B National Commission on Fiscal Responsibility and Reform, “$200 Billion in lllustrative Savings: 2015 Savings,” draft
document, undated.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED
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SAVINGS IN BILLIONS!

Reform Military Health Care

Congress should reform the DOD’s current TRICARE
system and introduce a private-sector health insur-
ance option for military family members. This would
give servicemembers and their families more choices
and serve as a competition catalyst for the current
TRICARE system. The Military Compensation and
Retirement Modernization Commission assessed that
“[t]he quality of TRICARE benefits as experienced by
Service members and their families has decreased, and
fiscal sustainability of the program has declined.”?

Implementing a private-sector health insurance
system would dramatically increase access and
options for military family members while also

ADDITIONAL READING

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

reducing costs. A 2011 Heritage Foundation report
proposed moving servicemembers and their de-
pendents to the system currently used by civilian
federal employees, which would save $1.4 billion in
the first year and significantly more in future years."
In January 2015, the congressionally chartered Mili-
tary Compensation and Retirement Modernization
Commission issued its final report and included
arecommendation to allow military dependents

to choose from a selection of commercial health
insurance plans. The MCRMC estimated that this
would save $3.90 billion in the first year and more in
the future.**

B Baker Spring, “Saving the American Dream: Improving Health Care and Retirement for Military Service Members
and Their Families,” Heritage Foundation Backgrounder No. 2621, November 17, 2011.

B Appendix D: Cost Data,” in Military Compensation and Retirement Modernization Commission, Report of the
Military Compensation and Retirement Modernization Commission: Final Report, January 2015, p. 262.

PROPOSAL STATUS

President’s Budget (FY2019) AD D,\FlegLSED
House Budget Resolution AD DI;CEESED
Senate Budget Resolution ADD,\FIQgLSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Raises similar concerns but does not shape any proposals.
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PRESIDENT HOUSE SENATE RSC

Increase Use of Performance-Based Logistics

Congress should incentivize and enable the broader
use of Performance-Based Logistics throughout the
acquisition process. The Department of Defense
should increase the use of PBL in weapon-systems
maintenance and sustainment. It is estimated that
these arrangements could save between $9 billion
and $32 billion a year.' PBL is an arrangement in
which the contractor is responsible for a larger
portion of the support throughout the life cycle of
the product. Thus, instead of being associated with
the delivery of a platform, a contract is associated

ADDITIONAL READING

with the proper functioning of said platform."”
This serves to align the contractors’ interests with
the DOD’s interest in maintaining the readiness
of platforms.

PBL is not appropriate for all systems and should
be applied judiciously. It is both DOD policy and
a priority for product-support solutions, and it is
estimated that it saves between 5 percent and 20
percent of contract costs.'®

B Baker Spring, “Performance-Based Logistics: Making the Military More Efficient,” Heritage Foundation

Backgrounder No. 2411, May 6, 2010.

B Mackenzie Eaglen and Julia Pollack, “How to Save Money, Reform Processes, and Increase Efficiency in the Defense
Department,” Heritage Foundation Backgrounder No. 2507, January 10, 2011.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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(NO SAVINGS)'

Reduce Excess Infrastructure

According to recent DOD estimates, the military has
approximately 19 percent excess capacity, ranging
from 6 percent in the Navy to 29 percent in the
Army.*® As the military grows, it is unlikely to need
the same types of facilities it now has. Currently,
because of congressional restrictions, the DOD

may not even thoroughly analyze its infrastruc-
ture needs.

Congress routinely blocks the DOD’s efforts to
right-size its infrastructure. The last time the DOD
was able to shape its infrastructure footprint was
during the 2005 Base Realignment and Closure
round. Since 2012, the DOD has asked for BRAC

ADDITIONAL READING

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

authority every year, and Congress has rejected it
every year. Both the Senate and the House drafted
versions of BRAC when discussing the 2018 Na-
tional Defense Authorization Act, but none of the
proposals ever made it to the legislation.

As it works to expand the military, Congress should
allow the DOD to conduct a rigorous and transpar-
ent review of its current and future infrastructure
needs, including closing bases and facilities as
appropriate. While this process will come with an
up-front cost, the DOD estimates that it could save
$2 billion annually once it is fully implemented.*

B Frederico Bartels, “Guidelines for a Better—and Necessary—Round of BRAC,” Heritage Foundation Backgrounder

No, 3257, October 19, 2017.

B Diana Cahn, “Policy Experts Urge Congress to Back New Round of Base Realignments and Closures,” Stars and

Stripes, June 19, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION

Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019 79




DEFENSE

$418

SAVINGS IN MILLIONS??

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

Reform the Basic Allowance for Housing

For FY 2018, the DOD requested over $20.1 billion in
Basic Allowance for Housing for both enlisted person-
nel and officers.* Congress needs to reform the rules
for the BAH and restore it to its proper role as an al-
lowance by requiring married military couples to share
a single allowance and requiring all servicemembers
to document their housing expenditures to receive the
allowance. Servicemembers are not entitled to, nor
should they have any expectation, that money above
what they pay for housing can be retained as “ex-

tra compensation.”

These changes would reduce costs and are com-
pletely appropriate. Congress should phase in

ADDITIONAL READING

more accurate housing allowances, since the BAH
is designed solely to help servicemembers pay for
accommodations. A Senate proposal in the National
Defense Authorization Act would have reformed
the BAH, but it did not move forward in conference
with the House.

AUS. Army Audit Agency report estimated that
married servicemembers receive $200 million more
in BAH than their actual housing costs.?* Congress
should phase in more accurate housing allowances
beginning with the FY 2019 NDAA. This would save
an estimated $418 million in FY 2019.

B Thomas Spoehr and Rachel Zissimos, “Preventing a Defense Crisis: The 2018 National Defense Authorization Act
Must Begin to Restore U.S. Military Strength,” Heritage Foundation Backgrounder No. 3205, March 29, 2017.

B | eo Shane lll, “Group Wants Lawmakers to Cap Military Housing Stipends to Curb Costs,” Military Times,

March 29, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(ELSED

EXPLANATION

80 Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019



$880

SAVINGS IN MILLIONS?®

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

Replace Military Personnel in Commercial Positions

with Civilian Employees

The DOD currently employs approximately 340,000
active-duty military personnel to perform support
functions in commercial positions. Some of these
positions can be transformed into civilian positions
without losing the possibility of allocating military
personnel to commercial positions to enable them
to rotate away from combat positions. The Congres-
sional Budget Office has analyzed the possibility of
transforming 80,000 of these positions.?¢

Military personnel are inherently more expensive
than civilians because the required training and
rotations are shorter than the time that a civilian

ADDITIONAL READING

usually spends on a job. According to the CBO, the
savings would be generated because of two factors:
On average, civilians are 30 percent less expensive,
and fewer civilians than the number of military
personnel can be employed in the same positions.*”
The savings vary depending on the replacement rate
that the DOD achieves. In similar earlier initiatives,
the DOD was able to average a ratio of 1:1.5, with two
civilians replacing three military personnel. Even
areplacement ratio of 1:1 would save $3.1 billion
annually. At a ratio of 1:1.5, the amount would reach
$5.7 billion.

B Congressional Budget Office, Replacing Military Personnel in Support Positions With Civilian Employees,

December 2015.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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Policy Riders

End renewable energy mandates in the Department of Defense. Such mandates impede marketplace
diversity by undermining the incentives for producers of renewable energy to develop competitively priced
products. Fuel is as much an asset as it is a point of vulnerability for the military. To protect taxpayers

from undue DOD energy expense, Congress should remove technology-specific and fuel-specific mandates
from the military.? In particular, under Section 2911(e) of Title 10 of the United States Code, the Defense
Department is obligated to produce or procure 25 percent of the energy consumed in DOD facilities from
renewable sources by 2025. This mandate, which is forcing the Pentagon to expend ever more resources on
renewable energy rather than on military capability, should end immediately.>

Lift the moratorium on private-public competitions. Under pressure from federal employee unions
since 2012, Congress has prohibited competition between public and private organizations to determine
which could provide more cost-effective services for the U.S. government. This moratorium extends to
public-public competitions, which leads to situations in which the municipality where a base is located
cannot offer its services to the installation. DOD-specific competitions remain prohibited under Section 325
of the 2010 NDAA,?*° yet even critics will admit that “competition is the greatest single driver of performance
and cost improvement.”® The RAND Corporation has estimated that opening support services for the
military to private competition could result in savings of between 30 percent and 60 percent.??> The common
criticism leveled against such competition is that the process has not been updated and has yielded problems
for both government and the private sector.®* This is more reason for Congress to revisit Circular A-76 and
engage the issue.

Develop cost-effective auditing of the Department of Defense. Congress should examine ways to
accomplish the purpose of an audit at a lower cost. Section 1003 of Public Law 111-84 and Section 1003 of
Public Law 112-81 direct that DOD financial statements must be “validated as ready for audit no later than
September 30, 2017.”3* The DOD has stated that it is now officially “under audit.” Audit results that lead

to actual reduced waste or inefficiency are rare, and many companies that can legally escape undergoing
financial audit choose to do s0.?* There are better methods to reduce waste or inefficiency, such as “waste
audits” or zero-based budgeting techniques. In addition, many of the audit requirements imposed on
private corporations make little sense when applied to the DOD. An example of the illogic of the financial
audit construct as applied to the department is the requirement to report precisely the value of all $2.4
trillion worth of its tangible assets, including decades-old equipment like M113 armored personnel carriers
purchased in the 1970s and buildings constructed hundreds of years ago.? This makes sense in the private
sector, not in the DOD.

Support the seamless integration of the National Technology and Industrial Base. The 2017 NDAA
required the Secretary of Defense to develop a plan to “reduce the barriers to the seamless integration”

of the NTIB.*” Congress should support reforms that will make it easier for the U.S. to export defense
technologies to its closest allies, the United Kingdom and Australia. These should include allowing all
defense-related exports to be licensed to these close allies absent a U.S. decision to refuse within a specified
and limited time period and the system-level licensing of such exports, which would allow the automatic and
immediate export of follow-on parts, components, servicing, or technical plans. Canada is already treated
separately under U.S. law, and the Secretary of Defense’s plan should reflect this fact and ensure that its
exemption is updated to show the pending completion of export-control reform and to remove any other
impediments discovered in the course of preparing the plan.
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ENDNOTES

1.

Savings of $413 million for FY 2019 include $245 million for COMRP and $168 million for civil military programs. CDMRP savings are

based on FY 2017 spending levels for research on autism, breast cancer, epilepsy, ovarian cancer, and prostate cancer as reported

in U.S. Department of Defense, U.S. Army Medical Research and Materiel Command, Congressionally Directed Medical Research
Programs, Congressionally Directed Medical Research Programs: 2017 Annual Report, September 30, 2017, http://cdmrp.army.mil/pubs/
annreports/2017annrep/2017annreport.pdf (accessed May 9, 2018). Savings in civil military programs are based on FY 2018 requested
levels of $150.5 million for the National Youth Guard Challenge Program and $17.4 million for STARBASE as reported in U.S. Department
of Defense, Fiscal Year (FY) 2019 President’s Budget, Operation and Maintenance, Defense-Wide: Civil Military Programs, February 2018,

p. CMP-22, http://comptroller.defense.gov/Portals/45/Documents/defbudget/FY2019/budget_justification/pdfs/01_Operation_and_
Maintenance/O_M_VOL_1 PART_1/CMP_OP-5.pdf (accessed May 9, 2018).

U.S. Department of Defense, Congressionally Directed Medical Research Programs, “About Us: Funding History,” last updated June 6, 2017,
http:/cdmrp.army.mil/about/fundinghistory (accessed May 10, 2018).
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PRESIDENT HOUSE SENATE RSC

Focus DOE National Nuclear Security Administration

Spending on Weapons Programs

The DOE is responsible for the nuclear reactors
and weapons that are operated by the Defense
Department. Each year, the DOE receives between
$16 billion and $17 billion to fund defense-related
activities. The recent negative review of U.S. nuclear
forces drove the Obama Administration to increase
spending in the coming years. While this increase
for nuclear weapons programs is entirely necessary,
an increase for non-weapons programs and support
is not. Congress should cancel the Minority Serving
Institution Partnership Program, with a savings

of $17 million in FY 2019, and return the following
programs to their FY 2014 budget levels (in nomi-
nal dollars):

ADDITIONAL READING

m Secure Transportation Asset (saves $46 million);

® Information Technology and Cyber Security

(saves $25 million);

® Warhead Dismantlement and Fissile

Materials Transparency (now under “Nuclear
Verification) (saves $1 million);

®  Nuclear Safeguards and Security Programs

(saves $2 million); and

®m Defense Environmental Clean-Up (saves $379

million).?

B Michaela Dodge and Baker Spring, “Bait and Switch on Nuclear Modernization Must Stop,” Heritage Foundation

Backgrounder No. 2755, January 4, 2013.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION

Maintains or increases spending for all programs.
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$122

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE RSC

Return Funding for the DOE Office of Nuclear Physics

to FY 2008 Levels

Under the Office of Science, the Office of Nuclear research facilities (also called user facilities).* Fund-
Physics supports theoretical and experimental re- ing for the nuclear physics program has become
search in the composition of and interactions within =~ unaffordable in tight fiscal conditions. Program
nuclear matter. The DOE and the National Science funding should be returned to the inflation-indexed
Foundation conduct nearly all basic U.S. nuclear FY 2008 amount of $495 million in FY 2019 (actual
physics research, and the DOE provides over 90 per-  FY 2008 spending was $424 million), a $121 mil-
cent of the nuclear science research funding, which lion reduction from its projected FY 2018 level of

is employed at universities and federally sponsored $616 million.

ADDITIONAL READING
®  Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage
Foundation Backgrounder No. 2668, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS EXPLANATION

President’s Budget (FY2019) INCLUDED Reduces spending to $478 million.

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED
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PRESIDENT HOUSE SENATE RSC

Return DOE Advanced Scientific Computing Research

to FY 2008 Levels

This program under the Office of Sciences conducts
computer modeling, simulations, and testing to
advance the DOE’s mission through applied math-
ematics, computer science, and integrated network
environments. These models can lay the founda-
tion for scientific breakthroughs and arguably are
some of the most important aspects of basic Energy

ADDITIONAL READING

Department research, but this program has also
been the beneficiary of a consistently expanding
budget. In order to live within today’s fiscal con-
straints, funding should be returned to the infla-
tion-indexed FY 2008 levels of $410 million (actual
2008 spending was $351 million).

®  Nijcolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2669, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION

Increases spending to $820 million.
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PRESIDENT HOUSE SENATE RSC

Eliminate the DOE Advanced Research Projects Agency-

Energy Program

ARPA-E is afederal program designed in 2007

to fund high-risk, high-reward projects on which
the private sector would not embark on its own.
However, ARPA-E does not always seem to follow
its own clear goals: The federal government has
awarded several ARPA-E grants to companies and
projects that are neither high-risk nor something
that private industry cannot support. Of the 44
small and medium-size companies that received an
ARPA-E award, the GAO found that 18 had previ-
ously received private-sector investment for a sim-
ilar technology. The GAO found that 12 of those 18

ADDITIONAL READING

companies planned to use ARPA-E funding either
to advance or to accelerate already funded work.”

Government projects that have become commercial
successes—the Internet, computer chips, the global
positioning system (GPS)—were developed initially
to meet national security needs, not to meet a com-
mercial demand. Entrepreneurs saw an opportunity
in these defense technologies and created the com-
mercially viable products available today. The DOE
should conduct research to meet government objec-
tives that the private sector does not undertake.

B Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Expects program to wind down operations in FY 2018 and shut
down in FY 2019.

Appears to eliminate program.

Eliminates program.
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PRESIDENT HOUSE SENATE RSC

Eliminate the DOE Biological and Environmental Research Program

The Office of Science BER program funds research
for a variety of energy-related subjects, includ-

ing biology, radiochemistry, climate science, and
subsurface biogeochemistry. Many BER programs
should be cut drastically and moved to the Office

of Science or eliminated entirely because they are
activities that are better suited to the private sector,
duplicate other research, or do not align with the
Energy Department’s mission. Specifically, cuts
should be made in the Climate and Environmental
Science program, the Biological Systems Facili-

ties and Infrastructure program, the Bioenergy
Research Centers program, the Genomic Science
program, and Climate and Environmental Facilities
and Infrastructure.

ADDITIONAL READING

One BER program that should receive increased
funding is the Low-Dose Radiation Research (LDRR)
program, which was created to understand the radio-
biological effects of low levels of radiation exposure.
Such research is critical because the federal govern-
ment is engaged in regulating low-dose levels that

it does not adequately understand, and government
responsibilities like cleanup of the remaining nucle-
ar weapons complex could be improved with more
accurate knowledge of radiation risks. The Obama
Administration gradually decreased funding for the
LDRR program and requested no funds in its final
budget. Congress should reconstitute the LDRR
program to 2008 levels of funding over the next two
years, beginning with 75 percent funding in FY 2018
and 100 percent in FY 2019.

®  Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS

PARTIALLY

President’s Budget (FY2019) INCLUDED

PARTIALLY
INCLUDED

House Budget Resolution

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED

EXPLANATION

Reduces spending to $284 million.

Reductions not specified, but finds program redundant and not a
wise use of tax dollars.
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PRESIDENT HOUSE

SENATE RSC

Reduce Funding for the DOE Basic Energy Sciences Program

The BES program investigates “fundamental
research to understand, predict, and ultimately
control matter and energy at the electronic, atomic,
and molecular levels in order to provide the foun-
dations for new energy technologies and to sup-
port the DOE mission in energy, environment, and
national security.”’® The problem is that many BES
subprograms stray from fundamental research into
commercialization. The government should elimi-
nate such aspects of these programs because private
companies are capable of fulfilling these roles,
whether through their own laboratories or by fund-
ing university research. The proposed cuts would
eliminate some subprograms and return others to
near-FY 2008 levels.

ADDITIONAL READING

Federal scientific R&D funding must meet a specific
government objective or contribute to basic re-
search where the private sector is not already work-
ing. Government projects that have become com-
mercial successes—the Internet, computer chips,
GPS—were developed initially to meet national
security needs, not to meet a commercial demand.
Entrepreneurs saw an opportunity in these defense
technologies and created the commercially viable
products available today. The DOE should conduct
research to meet government objectives that the
private sector does not undertake. Further, policies
should be put in place that remove bureaucratic
obstacles and invite the private sector, using private
funds, to access that research and commercialize it.

® Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

EXPLANATION

Reduces spending to $1.408 billion.
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PRESIDENT HOUSE SENATE RSC

Eliminate DOE Energy Innovation Hubs

The DOE has four Energy Innovation Hubs (multi-
disciplinary teams) to overcome obstacles in energy
technologies: the Fuels from Sunlight Hub, Batteries
and Energy Storage Hub, Nuclear Energy Modeling
and Simulation Hub, and Critical Materials Insti-
tute. Regardless of the merits of such endeavors, En-
ergy Innovation Hubs focus on promoting specific
energy sources and technology developments rather
than basic research.

Federal scientific R&D funding should be rational-
ized to cut waste and rein in federal spending either
to meet a specific government objective or to con-
tribute to basic research in areas where the private

ADDITIONAL READING

sector is not already working. In 2013, the DOE had
the federal government’s fourth-largest R&D bud-
get.”? Government projects that have become com-
mercial successes—the Internet, computer chips,
GPS—were developed initially to meet national
security needs, not to meet a commercial demand.
Entrepreneurs saw an opportunity in these defense
technologies and created the commercially viable
products available today. The DOE should conduct
research to meet government objectives that the
private sector does not undertake, and policies
should be implemented that remove bureaucratic
obstacles and invite the private sector, using private
funds, to access that research and commercialize it.

®  Nijcolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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PRESIDENT HOUSE SENATE RSC

Drastically Cut or Eliminate the DOE Office of Electricity
Deliverability and Energy Reliability

The Office of Electricity Deliverability and Ener-
gy Reliability pursues activities to modernize the
nation’s power grid to “ensure a resilient, reliable,
and flexible electricity system.”* Under the Obama
Administration, much of the funding was used to
promote electric vehicles and renewable energy.
The OE focuses on advanced grid technology R&D,
transmission permitting and assistance for states
and tribes, infrastructure security, and cybersecu-
rity research and development. It also serves as a
connection point for communication, information,
and data between the federal government and the
private sector in addressing threats like cyber-
security and permits cross-border transmission
line construction.

ADDITIONAL READING

While upgrading the nation’s electricity grid has
merit, it should be accomplished at the private,
local, state, and regional levels. The OE’s role is
redundant with the Federal Energy Regulatory
Commission (FERC); the North American Electric
Reliability Corporation (NERC); regional inde-
pendent system operators (ISOs); and the private
sector. Instead of subsidizing advanced renewable
energy resources or smart-grid technology, the
federal government should reduce the unnecessary
regulatory burden on grid siting and upgrades. Na-
tional security concerns (for example, in cybersecu-
rity or for a cooperative public—private role for grid
protection) could very well fall under the Depart-
ment of Homeland Security’s purview.

®  Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B Jonathan Lesser, “America’s Electricity Grid: Outdated or Underrated?” Heritage Foundation Backgrounder

No. 2959, October 29, 2014.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

Senate Budget Resolution NOT

INCLUDED

Republican Study Committee

ADDRESSED

EXPLANATION

Reduces spending to $61.3 million.

Appears to reduce spending.

Eliminates program.
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PRESIDENT HOUSE SENATE RSC

Eliminate the DOE Office of Energy Efficiency

and Renewable Energy

The EERE funds research and development “to
create and sustain American leadership in the tran-
sition to a global clean energy economy.”’® Under
the Obama Administration, funding went to such
projects as “drop-in” biofuels, improvements in
engine efficiency, vehicle weight reduction, home
energy efficiency, and renewables. Promoting these
technologies is not an investment in basic research;
itis outright commercialization. Congress should
eliminate the EERE.

All of this spending is for activities that the private
sector can undertake if companies believe that
doing so is in their economic interest. The market
opportunity for clean-energy investments already

ADDITIONAL READING

exists. Americans spent roughly $456 billion on gas-
oline in 2014. Both the electricity and the transpor-
tation-fuels markets are multitrillion-dollar mar-
kets. The global market for energy totals $6 trillion.
There is a robust, consistent, and growing demand
for energy technology and services independent of
any government efforts to subsidize it.

The DOE should conduct research to meet govern-
ment objectives that the private sector does not
undertake, and policies should be implemented
that remove bureaucratic obstacles and invite the
private sector, using private funds, to access that
research and commercialize it.

®  Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

Senate Budget Resolution NOT

INCLUDED

Republican Study Committee

ADDRESSED

EXPLANATION

Reduces spending to $575.6 million.

Appears to reduce spending.

Eliminates program.
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SAVINGS IN MILLIONS PRESIDENT HOUSE SENATE RSC

Eliminate the DOE Office of Fossil Energy

Under the Obama Administration, most of the sell storage facilities used for the SPR. Eliminating
funding for fossil-energy research and development spending for fossil energy projects and selling off
focused on technologies that will reduce CO, emis- government reserves of stockpiled resources elimi-
sions and are activities that should be the province nates the need for an Office of Fossil Energy.

of the private sector. The FE also authorizes imports
and exports of natural gas, which is an outdated and By attempting to force government-developed tech-

unnecessary function that unnecessarily restricts nologies into the market, the government dimin-
energy markets. ishes the role of the entrepreneur and crowds out

private-sector investment. This practice of picking
Other funding has gone to managing the govern- winners and losers denies energy technologies the
ment-controlled stockpile of oil, the Strategic opportunity to compete in the marketplace, which
Petroleum Reserve. The SPR has been used more is the only proven way to develop market-viable
for politics than for responding to oil supply shocks products. When the government attempts to drive
and ignores the private sector’s ability to unload technological commercialization, it circumvents
abundant inventories in such an event. Over time, this critical process and almost without exception
Congress should sell all of the oil in the SPR and fails in some way.

ADDITIONAL READING
®  Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

PROPOSAL STATUS EXPLANATION

PARTIALLY
INCLUDED

President’s Budget (FY2019) Reduces spending to $302 million.

PARTIALLY

INCLUDED Reduces spending.

House Budget Resolution

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Eliminates program.
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PRESIDENT HOUSE SENATE RSC

Eliminate the DOE Office of Nuclear Energy

The Office of Nuclear Energy aims to advance nu-
clear power in the U.S. and address technical, cost,
safety, security, and regulatory issues. Like spending
with conventional fuels and renewables, it is not

an appropriate function of the federal government
to spend taxes on nuclear projects that should be
conducted by the private sector. Work that clearly
falls under basic R&D should be moved to the Office
of Science. For example, the President’s Nuclear
Energy Enabling Technologies program is charged
with investigating the crosscutting of technologies.
Cuts in the NEET budget should include eliminating
the unnecessary Modeling and Simulation Hub and
cutting tens of millions of dollars from the National
Scientific User Facility.

Fuel-cycle R&D should also be decreased by
$103.8 million, with the remaining spending

ADDITIONAL READING

reprogrammed to reconstitute the statutorily re-
quired Office of Civilian Radioactive Waste Manage-
ment and support the review of Yucca Mountain.
Before the Obama Administration eliminated the
OCRWM, the office was responsible for managing
the permit application for a deep geologic repository
at Yucca Mountain. Regardless of the ultimate fate
of Yucca Mountain, completing the review makes all
of the information available to make wise decisions
about what to do next.

Congress should provide $50 million each to the
DOE and the Nuclear Regulatory Commission for
FY 2018 to start up the program and reevaluate
concrete funding needs in FY 2019. No funds should
be used for the DOE’s consent-based siting initiative
without direction from Congress.

B Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B Katie Tubb and Jack Spencer, “Real Consent for Nuclear Waste Management Starts with a Free Market,” Heritage

Foundation Backgrounder No. 3107, March 22, 2016.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

EXPLANATION

Reduces Fuel Cycle R&D spending to $60 million but increases NEET
spending by $116 million.
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PRESIDENT HOUSE SENATE RSC

Eliminate Funding for Small Business Innovation Research
and Small Business Technology Transfer

The DOE Office of Science includes SBIR and STTR
programs with the original intent to “increase
private sector commercialization of innovations
derived from Federal R&D, thereby increasing
competition, productivity, and economic growth.”2°
Both programs stress that their goal today is to place
more emphasis on commercialization, “[a]ccepting
greater risk in support of agency missions.” Using
taxpayer dollars to offset higher risk is no way to
promote economic development. It ensures that the
public pays for the failures, as has been the case with
failed government energy investments, while the
private sector reaps the benefits of any successes.

ADDITIONAL READING

Congress should eliminate all SBIR and STTR fund-
ing in the DOE budget. Government projects that
have become commercial successes—the Internet,
computer chips, GPS—were developed initially to
meet national security needs, not to meet a com-
mercial demand. Entrepreneurs saw an opportu-
nity in these defense technologies and created the
commercially viable products available today. The
Department of Energy should conduct research to
meet government objectives that the private sector
does not undertake, and policies should be imple-
mented that remove bureaucratic obstacles and in-
vite the private sector, using private funds, to access
that research and commercialize it.

®  Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

B James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the
45th President,” Heritage Foundation Backgrounder No. 3128, June 13, 2016.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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PRESIDENT HOUSE SENATE RSC

Liquidate the Strategic Petroleum Reserve and the Northeastern
Home Heating and Gasoline Supply Reserves

The SPR has been used more for politics than for re-
sponding to oil supply shocks, and it ignores the pri-
vate sector’s ability to unload abundant inventories
in such an event. Private inventories and reserves
are abundant, and open markets will respond more
efficiently to supply shocks than federally con-
trolled government stockpiles can. Congress should
authorize the DOE to liquidate these reserves and
sell or decommission the supporting infrastructure.
To avoid disrupting oil markets, the DOE should sell
the SPR oil by periodically auctioning an amount
not exceeding 10 percent of the previous month’s
total U.S. crude production until the reserve is com-
pletely depleted. The DOE should then decommis-

sion the storage space or sell it to private companies.

This would save $27.573 billion in FY 2018.

ADDITIONAL READING

The DOE should also liquidate or privatize the
Northeast Home Heating Oil Reserve and the Gas-
oline Supply Reserve. These reserves were estab-
lished by the Energy Policy and Conservation Act
and are held by the DOE. They contain 1 million gal-
lons of diesel and 1 million gallons of refined gaso-
line to protect against supply disruptions for homes
and businesses in the Northeast that are heated by
oil, to be used at the President’s discretion. Private
companies respond to prices and market scenari-
os by building up inventories and unloading them
much more efficiently than government-controlled
stockpiles can. This saves $216 million in FY 2018.

®  Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

® Nicolas D. Loris, “Why Congress Should Pull the Plug on the Strategic Petroleum Reserve,” Heritage Foundation

Backgrounder No. 3046, August 20, 2015.

PROPOSAL STATUS

PARTIALLY

President’s Budget (FY2019) INCLUDED

PARTIALLY
INCLUDED

House Budget Resolution

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED

EXPLANATION

Reduces spending to $175.1 million and sells $637 million of crude oil
from SPR.

Authorizes sale of 58 million barrels from SPR.
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PRESIDENT HOUSE SENATE RSC

Auction Off the Tennessee Valley Authority

The TVA’s original purpose was to provide naviga-
tion infrastructure, flood control, power generation,
reforestation, and economic development in a re-
gion encompassing nine states, especially in Ten-
nessee, Alabama, Mississippi, and Kentucky. This
goal has long been accomplished. The TVA’s contin-
uance as a government corporation is an outmoded
means of providing rural areas with electricity that
enables tremendous special privileges that inter-
fere with market competition. The lack of effective
oversight from either the government or the private
sector has led to costly decisions, environmental
damage, excessive expenses, high electricity rates,

ADDITIONAL READING

and growing liabilities for all U.S. taxpayers. Amer-
icans serviced by the TVA pay some of the region’s
highest electricity prices. Despite three major
debt-reduction efforts in recent history, the TVA has
still not reduced its taxpayer-backed and ratepay-
er-backed debt.

The most effective way to restore efficiency to the
TVA is to sell its assets in a competitive auction that
honors existing contracts and continues service for
existing customers. Any proceeds should be used
solely to pay down the national debt.

B Ken G. Glozer, “Time for the Sun to Set on the Tennessee Valley Authority,” Heritage Foundation Backgrounder

No. 2904, May 6, 2014.

PROPOSAL STATUS

President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADDE%LSED

INCLUDED

Republican Study Committee

EXPLANATION

Transfers TVA to the private sector.
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SENATE RSC

PRESIDENT HOUSE

Auction Off the Four Remaining Power Marketing Administrations

Electricity production and distribution is primarily
a private and local function. The federal government
should not be in the business of managing and sell-
ing power. The PMAs were organized in the 1930s as
part of the New Deal to maintain power generation,
dams, reservoirs, and locks. They sell electricity in
the South and West at subsidized prices. They do
not pay taxes, and they enjoy low-interest loans
subsidized by taxpayers. Originally intended to pay
off federal irrigation and dam construction and to
provide subsidized power to poor communities, the
PMAs now supply such areas as Los Angeles, Vail,
and Las Vegas.

ADDITIONAL READING

Generating and distributing commercial electricity
should not be a centralized, government-managed
activity, and taxpayers should not be forced to sub-
sidize the electricity bills of a select group of Ameri-
cans. Both the Reagan and Clinton Administrations
proposed privatizing the PMAs. The Alaska Power
Administration was successfully sold off to its cus-
tomers. The remaining PMAs should similarly be
sold under competitive bidding.

® Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage

Foundation Backgrounder No. 2668, March 23, 2012.

m Ken G. Glozer, “Time for the Sun to Set on the Tennessee Valley Authority,” Heritage Foundation Backgrounder

No. 2904. May 6, 2014.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Details plans to sell all PMAs except the Southeastern Power
Administration.

Sells all four PMAs.
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Policy Riders

Repeal the Foreign Dredge Act. Passed in 1906, the Foreign Dredge Act requires that all ships engaged

in dredging U.S. waters must be built in the United States. The act has succeeded in ensuring that U.S. ports
do not have access to the largest and most cost-effective international dredging firms but has failed to
stimulate domestic industry. U.S. shipbuilders hold less than 1 percent of the global shipbuilding market (by
deadweight tonnage) and produce just 0.2 percent of U.S. gross domestic product. Only two hopper dredges
have been built in the past 10 years despite large demand for maritime improvements. The restriction has
created an oligopoly of politically connected dredging companies with little incentive to increase capacity
or control costs. The average U.S. dredging project received just two bids, and three companies accounted
for 56 percent of market share, over the 2014 to 2016 period. Repealing this protectionist act would increase
competition and reduce costs for American dredging projects while allowing sponsors to select companies
that meet their needs without regard to country of origin.

Remove impediments to liquefied natural gas exports. Currently, companies must obtain approval from
the Federal Energy Regulatory Commission and the Department of Energy before exporting natural gas. A
facility is automatically authorized if the recipient country has a free trade agreement with the U.S. In the
absence of an FTA, the DOE can arbitrarily deny a permit if it believes the volume of natural gas exports is
not in the public interest. The decision to export natural gas should be a business decision, not a political
one. The U.S. trades regularly with a number of non-FTA countries, and natural gas should be treated like
any other globally traded good. Congress should remove the DOE from the permitting process and empower
states to permit LNG facilities.**

Open access to America’s national laboratories. Congress should open access to America’s national
labs and create a system that allows the private sector, using private funds, to tap into DOE research and
explore commercial opportunities. Federal labs should allow basic research to reach the market organically.
Congress should establish a more effective management structure to help America’s national laboratories
work with industry while protecting taxpayer money and the labs’ ability to conduct the basic research that
the federal government needs.

Complete licensing for Yucca Mountain. Any sustainable, long-term solution for nuclear waste
management requires geologic storage. Taxpayers and electricity ratepayers have spent more than $15
billion on the Yucca Mountain site, and no technical or scientific evidence has yet disqualified it as a
viable option. Congress should appropriate funds to the Department of Energy and Nuclear Regulatory
Commission to complete their review of the permit application and transition to a more market-

based approach.

Prohibit new loan guarantees and any new energy subsidies. Congress should make clear that

no taxpayer dollars will be used directly for energy production, storage, efficiency, infrastructure, or
transportation for nongovernment consumers, including the extension of existing programs. A market-
based energy sector would benefit consumers by delivering reliable, affordable energy while eliminating
government favoritism for special interests.
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ENDNOTES

1.

Estimated savings of $493 million for FY 2019 are based on the requested FY 2018 spending levels for each program as specified in U.S.
Department of Energy, Office of Chief Financial Officer, Department of Energy FY 2019 Congressional Budget Request, Volume 1, National
Nuclear Security Administration: Federal Salaries and Expenses, Weapons Activities, Defense Nuclear Nonproliferation, Naval Reactors,
March 2018, https:/www.energy.gov/sites/prod/files/2018/03/f49/FY-2019-Volume-1.pdf (accessed May 13, 2018). Savings include $18.8
million for cancelling the Minority Serving Institution Partnership Program, $73 million for reductions in the Secure Transportation Asset,
$30.3 million for reductions in Information Technology and Cyber Security, $0.6 million for Nuclear Verification, 1.7 million for International
Nuclear Safeguards, and $368 million for reductions in Defense Environmental Clean-Up.

Totals may not add due to rounding.

Estimated savings of $122 million for FY 2019 are based on the FY 2018 spending level of $618 million as found in U.S. Department of Energy,
Office of Chief Financial Officer, Department of Energy FY 2019 Congressional Budget Request: Budget in Brief, March 2018, p. 49, https://
www.energy.gov/sites/prod/files/2018/03/f49/DOE-FY2019-Budget-in-Brief _0.pdf (accessed May 13, 2018). The FY 2008 level of $424
million would be $496 million in inflation-adjusted 2019 dollars based on the personal consumption expenditures (PCE) index through 2018
and assuming 2.0 percent inflation in 2019).

U.S. Department of Energy, Office of Chief Financial Officer, Department of Energy FY 2017 Congressional Budget Request, Volume 4,
Science: Advanced Research Projects Agency-Energy, February 2016, p. 239, https:/www.energy.gov/sites/prod/files/2016/02/f29/
FY2017BudgetVolume%204.pdf (accessed April 19, 2018).

Estimated savings of $231 million for FY 2019 are based on the FY 2018 spending level of $643 million as found in U.S. Department of
Energy, Department of Energy FY 2019 Congressional Budget Request: Budget in Brief, p. 49. Heritage experts assume that FY 2018
spending remains constant in FY 2019. The FY 2008 level of $351 million would be $411 million in inflation-adjusted 2019 dollars based

on the personal consumption expenditures (PCE) index. Savings equal the difference between projected spending of $643 million and
recommended spending of $411 million.

Estimated savings of $353 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018, Public Law 115-141, 115th Cong., https:/www.congress.gov/115/bills/hr1625/BILLS-115hr1625enr.pdf (accessed May 13, 2018).
Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. Government Accountability Office, Department of Energy: Advanced Research Projects Agency-Energy Could Benefit from Information
on Applicants’ Prior Funding, GAO-12-112, January 2012, http://www.gao.gov/assets/590/587667.pdf (accessed April 19, 2018). See also U.S.
Department of Energy, Office of Inspector General, Office of Audits and Inspections, Audit Report: The Advanced Research Projects Agency-
Energy, OAS-RA-11-11, August 2011, http://science.house.gov/sites/republicans.science.nouse.gov/files/documents/hearings/2011%2008%20
DOE%20IG%20ARPA-E%20Audit.pdf (accessed April 19, 2018).

Estimated savings of $608 million for FY 2019 are based on the FY 2018 spending level of $608 million as found in U.S. Department of
Energy, Department of Energy FY 2019 Congressional Budget Request: Budget in Brief, p. 49. Heritage experts assume that FY 2018
spending remains constant in FY 2019.

Estimated savings of $331 million for FY 2019 are based on the recommended $287.6 million in FY 2013 spending cuts for Basic Energy
Sciences as found in Nicolas D. Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus,” Heritage Foundation
Backgrounder No. 2668, March 23, 2012. These cuts would have brought FY 2013 spending to a level of $1.402 billion, which would be $1.528
billion in inflation-adjusted FY 2019 dollars based on the personal consumption expenditures (PCE) index. The FY 2018 spending level was
$1.859 billion as found in U.S. Department of Energy, Department of Energy FY 2019 Congressional Budget Request: Budget in Brief, p. 49.
The estimated savings of $331 million for FY 2019 equals the difference between the inflation-adjusted FY 2019 recommended level of
$1.528 billion and the estimated 2019 level of $1.859 billion. Heritage experts assume that the FY 2018 enacted level holds steady in FY 2019.
U.S. Department of Energy, Office of Science, “Basic Energy Sciences (BES),” last modified January 29, 2018, http://science.energy.gov/bes/
(accessed April 19, 2018).

Estimated savings of $39 million for FY 2019 are based on the FY 2017 spending levels as found in U.S. Department of Energy, Office of
Chief Financial Officer, Department of Energy FY 2019 Congressional Budget Request, Volume 3, Part 2: Energy Efficiency and Renewable
Energy, Nuclear Energy, Advanced Research Projects Agency-Energy, Advanced Tech. Vehicles Manufacturing Loan Program, Title 17-
Innovative Tech. Loan Guarantee Program, Tribal Energy Loan Guarantee Program, Energy Information Administration, March 2018, p. 334,
https:/www.energy.gov/sites/prod/files/2018/03/f49/FY-2019-Volume-3-Part-2.pdf (accessed May 13, 2018), and U.S. Department of
Energy, Office of Chief Financial Officer, Department of Energy FY 2019 Congressional Budget Request, Volume 4, Science, March 2018,

p. 49, https://www.energy.gov/sites/prod/files/2018/03/f49/DOE-FY2019-Budget-Volume-4_0.pdf (accessed May 13, 2018). Heritage
experts assume that FY 2017 spending remains constant through FY 2019. Estimated savings include $15 million for the Fuels from Sunlight
Hub; $24.3 million for the Batteries and Energy Storage Hub; nothing for the Nuclear Energy Modeling and Simulation Hub (because it is
not listed in the FY 2019 budget request); and nothing for the Critical Materials Institute (because the budget request does not fund this in
FY 2019).

James Jay Carafano, Jack Spencer, Bridget Mudd, and Katie Tubb, “Science Policy: Priorities and Reforms for the 45th President,” Heritage
Foundation Backgrounder No. 3128, June 13, 2016, http:/thf-reports.s3.amazonaws.com/2016/BG3128.pdf.

Estimated savings of $248 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. Department of Energy, Office of Electricity Delivery and Energy Reliability, “Mission,” http:/energy.gov/oe/mission (accessed

April 19, 2018).
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Estimated savings of $2.322 billion for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. Department of Energy, Office of Energy Efficiency and Renewable Energy, “About the Office of Energy Efficiency and Renewable
Energy,” http://energy.gov/eere/about-office-energy-efficiency-and-renewable-energy (accessed April 19, 2018).

Estimated savings of $984 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Savings include $727 million from Fossil Energy Research and Development, $4.9 million from the Naval Petroleum and Oil Shale
Reserves, and $252 million from the Strategic Petroleum Reserves. Heritage experts assume that FY 2018 spending remains constant in

FY 2019.

Estimated savings of $364 million for FY 2019 are based on the recommended $178 million in FY 2013 spending cuts for nuclear energy

as found in Loris, “Department of Energy Budget Cuts: Time to End the Hidden Green Stimulus.” These cuts would have brought FY 2013
spending to a level of $592 million, which would be $645 million in inflation-adjusted FY 2019 dollars based on the personal consumption
expenditures (PCE) index. The FY 2018 spending level was $1.009 billion as found in U.S. Department of Energy, “FY 2019 Summary

Control Table by Appropriation,” p. 1, https:/www.energy.gov/sites/prod/files/2018/04/f50/FY2019ControlTableby Appropriation.pdf
(accessed May 13, 2018). The estimated savings of $364 million for FY 2019 equals the difference between the inflation-adjusted FY 2019
recommended level of $645 million and the estimated 2019 level of $1.009 billion. Heritage experts assume that the FY 2018 enacted level
holds steady in FY 2019.

Estimated savings of $153 million for FY 2019 are based on U.S. Department of Energy, Department of Energy FY 2019 Congressional Budget
Request, Volume 4, Science, p. 394, https://www.energy.gov/sites/prod/files/2018/03/f49/DOE-FY2019-Budget-Volume-4_0.pdf (accessed
May 13, 2018). Heritage experts assume that the FY 2017 enacted level (no FY 2018 estimates were provided) holds steady through FY 2019.
U.S. Department of Energy, Office of Science, Small Business Innovation Research (SBIR) and Small Business Technology Transfer (STTR),

“About,” http://science.energy.gov/sbir/about/ (accessed April 19, 2018).

Estimated one-time savings of $30.584 billion for FY 2019 are based on selling 10 percent of the previous month’s inventory each month. In
FY 2019, this would mean selling off 477 million of barrels (186 MMB sweet and 291 MMB sour) based on the most recently available data on
the SPR’s inventory (April 20, 2018), including 259.3 MMB of West Texas Intermediary sweet crude oil and 405.4 MMB of sour crude oil, for a
total of 664.7 MMB. As of April 27, 2018, the market price for oil was $68.11 for sweet and $62.28 for sour (Dubai). Heritage experts assume
that inventory remains at that level until the sell-off begins and that prices remain constant through FY 2019. This results in total sales of
$30.790 billion (roughly 72 percent of the current inventory). Heritage experts subtract $630 million from this amount as the CBO projects
the SPR will sell off $630 million worth of oil in FY 2019 according to its most recent April 2018 baseline spending projections. Thus, the one-
time savings from selling off the SPR equals $30.160 billion in FY 2018 as well as $237 million in discretionary savings. One-time savings in
FY 2018 from selling the Northeastern Home Heating and Gasoline Supply Reserves equals $180 million. Both reserves hold 1 million barrels
(42 gallons per barrel), and the current price per gallon is $2.16 for home heating oil and $2.12 for gasoline. Heritage experts assume that
these prices hold constant until the reserves are sold. Selling the Northeast Reserves also includes $7 million in discretionary savings per
the CBO’s April 2018 baseline spending projections. Combined, selling off the SPR and Northeast Reserves saves $27.789 billion in FY 2018,
including $33.968 billion in one-time savings and $244 million in discretionary savings.

Estimated savings of $30.003 billion for FY 2019 are based on the lower end of an estimated value of $30 billion (one-time savings in

FY 2019) for the TVA as well as $3 million in mandatory contributions to the TVA fund in FY 2019 as included in the most recent April 2018
CBO baseline spending projections. It is hard to know the TVA’'s market value, but comparable assets in the Southeast suggest that the
TVA’s value is between $30 billion and $40 billion. For an assessment of the TVA’s value, see Ken G. Glozer, “Time for the Sun to Set on the
Tennessee Valley Authority,” Heritage Foundation Backgrounder No. 2904, May 6, 2014, http://www.heritage.org/research/reports/2014/05/
time-for-the-sun-to-set-on-the-tennessee-valley-authority.

Estimated savings of $34.805 billion for FY 2019 are based on the lower-end, inflation-adjusted estimated of a previous CBO study that
valued them between $23 billion and $31 billion in FY 1997. See Congressional Budget Office, “A CBO Study: Should the Federal Government
Sell Electricity?” November 1997, p. 15, https:/www.cbo.gov/sites/default/files/105th-congress-1997-1998/reports/electric.pdf (accessed
February 7, 2017). In inflation-adjusted terms, the CBO’s FY 1997 estimates translate into a range of $33.983 billion to $45.804 billion in
estimated FY 2019 dollars. Heritage experts assume the low end of this estimate at $33.983 billion in one-time savings for FY 2019. In
addition, auctioning off these PMAs would generate savings from the annual operation and maintenance costs, which are projected to total
$115 million in discretionary savings for FY 2019, and another $707 million in mandatory savings from the funds contributed to these PMAs
as estimated by the CBO in its most recent April 2018 baseline spending projections. Thus, total savings equal $34.805 billion in FY 2019.
Nicolas D. Loris, “Removing Restrictions on Liquid Natural Gas Exports: A Gift to the U.S. and Global Economies,” Heritage Foundation
Backgrounder No. 3232, July 27, 2017, https://www.heritage.org/sites/default/files/2017-07/BG3232.pdf.
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PRESIDENT HOUSE SENATE RSC

Eliminate the Small Business Administration’s Disaster

Loans Program

After federally declared disasters, the DLP offers
taxpayer-funded direct loans to assist businesses,
nonprofit organizations, homeowners, and rent-
ers in repairing damaged property and replacing
destroyed property. Unfortunately, the generous
federal disaster relief offered by the DLP creates
a “moral hazard” by discouraging individuals and
businesses from purchasing insurance for natu-
ral catastrophes. SBA disaster loans are awarded
regardless of whether the beneficiaries previously
took steps to reduce their exposure to losses from
natural disasters.

ADDITIONAL READING

While SBA disaster loans are intended to help
applicants return their property to its pre-disaster
condition, the unintended consequence of this
requirement is that borrowers are forced to rebuild
in disaster-prone locations. For example, instead of
moving from a town located in a major flood zone,
applicants are required to rebuild in exactly the
same high-risk area. In many cases, the loans fail to
offer along-term solution. The program amounts
to a poorly managed government subsidy that falls
outside the proper scope of the federal government.

B David B. Muhlhausen, “Business Disaster Reform Act of 2013: Review of Impact and Effectiveness,” Testimony
before the Committee on Small Business and Entrepreneurship, U.S. Senate, March 14, 2013.

B Justin Bogie, “Trump’s Budget Deal with Democrats Will Only Worsen Our Fiscal Situation,” The Daily Signal,

September 7, 2017.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) REJECTED Continues to fund.
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED
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SAVINGS IN MILLIONS?
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PRESIDENT HOUSE SENATE RSC

Reform the Securities and Exchange Commission

The SEC’s mission is to protect investors; main-
tain fair, orderly, and efficient markets; and facili-
tate capital formation. These are important goals,
but over the past 10 years, the SEC’s budget has
increased by 80 percent—two times faster than
government as a whole. The SEC budget should be
frozen at its real FY 2017 level ($1.67 billion). The
Consolidated Appropriations Act, 2018, signed into
law on March 23, 2018, funded the SEC for FY 2018
at $1.65 billion.

There is no reason to believe that this flood of
resources has improved the SEC’s effectiveness. In
fact, the SEC has become sclerotic and moribund,
with too many layers of middle management, too

many offices, and too many layers of review. It needs

to be reformed and streamlined.

ADDITIONAL READING

The number of SEC managers reporting directly

to the chairman should be reduced from 23 to 10,
and 13 offices should be merged into other offices.

A Complex Case Unit should be created within the
Enforcement Division to handle cases involving
large, complex, and well-financed investment banks,
banks, investment companies, and similar market
participants. The SEC, the Government Account-
ability Office (GAO), or both should study whether
regional office consolidation is warranted. The SEC,
the GAQ, or both should also study whether dele-
gation of authority to staff should be narrowed and
whether sunsetting of delegations should be stan-
dard practice to ensure review of various delega-
tions’ practical effects and efficacy.

B “Securities and Exchange Commission,” in “Blueprint for Reorganization: An Analysis of Federal Departments and
Agencies,” ed. David B. Muhlhausen, Heritage Foundation Special Report No. 192, June 12, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION

$1.72 billion, a $50 million increase, 6 percent higher than FY 2018
and 3 percent higher than FY 2017.
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$250

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE RSC

Eliminate the Department of the Treasury’s
Community Development Financial Institutions Fund

The CDFI Fund is administered by the U.S. Depart- From 2010 to 2015, a total of more than $15 billion
ment of the Treasury and provides grants to CDFIs, in taxpayer dollars was disbursed through these
Community Development Entities (CDEs), and programs. The CDFI Fund should be shut down
other private financial institutions. Its stated ob- because it amounts to corporate welfare. Its grants
jective is to improve the ability of private financial hinder competition and distort private markets,
firms to provide credit, capital, and various financial ultimately leading to higher consumer prices and
services to underserved communities.* further justification for increased federal spending.
PROPOSAL STATUS EXPLANATION

Eliminates, providing only $14 million in 2019 for oversight of

President’s Budget (FY2019) INCLUDED existing commitments and other CDFI Fund programs.

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Eliminates.
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SAVINGS IN MILLIONS®

Eliminate the Export-Import Bank

The Export-Import Bank provides subsidized
financing to foreign firms and governments for

the purchase of American exports. The program
primarily benefits very large corporations and

puts unsubsidized American firms at a competitive
disadvantage and taxpayers at risk. Those risks are
ignored in reported budget figures, which assume
that incoming fee collections will fully offset Ex-Im
costs. This assumption fails to account for default
risks. A better, fair-value accounting method that
prevails in the private sector reveals an estimated
10-year cost of $2 billion for Ex-Im according to the
Congressional Budget Office.¢

The bank’s charter was reauthorized through 2019
as arider to a bloated multibillion-dollar transpor-
tation measure passed by the House and Senate

ADDITIONAL READING
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PRESIDENT HOUSE SENATE RSC

on December 4, 2015. Ex-Im was capitalized with
$1billion in taxpayer dollars, and its financing is
backed by the full faith and credit of the United
States, which means that taxpayers are on the
hook for any losses that the bank fails to cover
with reserves.

Ex-Im’s direct costs do not reflect the detrimental
impact on American firms of subsidizing overseas
competitors. The subsidies also distort the alloca-
tion of credit and labor. For example, export financ-
ing of coal mining in Colombia, copper excavation in
Mexico, and airplanes for India has led to job losses
for domestic companies. There is no shortage of pri-
vate financing, and Ex-Im subsidies are not needed
to maintain strong levels of exports.

B Diane Katz, “Export-Import Bank: Cronyism Threatens American Jobs,” Heritage Foundation /ssue Brief No. 4231,

June 2, 2014.

B Diane Katz, “The Export-Import Bank: A Government Outfit Mired in Mismanagement,” Heritage Foundation /ssue

Brief No. 4208, April 29, 2014.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
_ NOT
House Budget Resolution ADDRESSED
_ NOT
Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Continues to fund.

Eliminates.
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Eliminate Funding for the Office of Personnel Management’s
Multi- State Plan Program

Congress created the MSP program under the Af-
fordable Care Act (ACA), enacted in 2010. The stat-
ute required the Office of Personnel Management
to contract with at least two insurance companies
to compete with all other private health plans in the
health insurance exchanges in every state.?

The program has been a monumental failure. In
2014, the OPM contracted with only one large in-
surer rather than two and projected an enrollment
of 750,000 for that year. As of April 2014, however,

only 280,000 were enrolled in 30 states.® In 2015,
the OPM added the so-called co-op plans to its
roster of insurers, even though these plans were
financially unstable and most have since collapsed.
By 2017, the plans were supposed to be available in
every state, but in 2018, only Arkansas will offer an
MSP exchange option.'®

Overall, the MSP’s faulty design threatens to in-
crease consolidation in the health insurance mar-
kets still further.

ADDITIONAL READING

B Robert E. Moffit and Neil R. Meredith, “Multistate Health Plans: Agents for Competition or Consolidation?” Mercatus

Center Working Paper, January 2015.

B The Honorable Linda Springer, The Honorable Donald J. Devine, The Honorable Dan G. Blair, and Robert E.
Moffit. “The Office of Personnel Management: A Power Player in America’s Health Insurance Markets?” Heritage
Foundation Lecture No. 1145, February 19, 2010 (delivered January 20, 2010).

PROPOSAL

President’s Budget (FY2019)

House Budget Resolution

Senate Budget Resolution

Republican Study Committee

STATUS

NOT
ADDRESSED

NOT
ADDRESSED

NOT
ADDRESSED

NOT
ADDRESSED

EXPLANATION
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SAVINGS IN BILLIONS!?
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Replace Costly Provisions of Dodd-Frank

Despite the claims of its authors, the 2010 Dodd-
Frank Act did not end “too big to fail.” In fact, Dodd-
Frank actually helps to enshrine too-big-to-fail
policies in law, particularly by allowing the Finan-
cial Stability Oversight Council (FSOC) to publicly
identify firms it views as too big to fail and by using
a taxpayer-supported resolution process called
orderly liquidation authority (OLA) to resolve fail-
ing firms.

ADDITIONAL READING

Provisions in the Financial CHOICE Act" would
remove the FSOC’s ability to identify these too-big-
to-fail firms and would also repeal Dodd-Frank’s
OLA. Other CHOICE Act provisions would repeal
similar FSOC authority for financial market utili-
ties (FMUs), restructure the Consumer Financial
Protection Bureau (CFPB), repeal the Volcker Rule,
and implement a regulatory off-ramp.**

B Norbert J. Michel, ed., The Case Against Dodd-Frank: How the “Consumer Protection” Law Endangers Americans,

The Heritage Foundation, 2016.

®  Norbert J. Michel, ed., Prosperity Unleashed: Smarter Financial Regulation, The Heritage Foundation, 2017.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee

INCLUDED

EXPLANATION

Calls for restructuring the CFPB and, beginning in FY 2020,
subjecting now-mandatory funding to the annual appropriations
process.

Assumes adoption of provisions of the Financial CHOICE Act.

Assumes adoption of provisions of the Financial CHOICE Act.
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Policy Riders

Protect freedom of conscience and life in the District of Columbia. Congress should prohibit the
District of Columbia from using any federal or local funding to implement or enforce the Death with Dignity
Act, which permits physician-assisted suicide, as well as the Reproductive Health Nondiscrimination Act
(RHNDA) and Human Rights Amendment Act (HRAA), which could potentially interfere with religious
liberty and exercise of conscience in the District. The government’s role should be to prevent suicides, not to
facilitate them.

D.C’s Death with Dignity Act endangers the weak and vulnerable, corrupts the practice of medicine

and the doctor-patient relationship, compromises the family and intergenerational commitments, and
betrays human dignity and equality before the law.”> The RHNDA specifically prohibits employers from
discriminating in “compensation, terms, conditions or privileges of employment” on the basis of an
individual’s “reproductive health decision making,” including the “termination of a pregnancy.” It could
require pro-life organizations to hire individuals who advocate for abortion.

The HRAA repealed a policy that protected religious schools in D.C. from being coerced by the government
into “promoting, encouraging, or condoning any homosexual act, lifestyle, orientation, or belief” if it violates
their beliefs about human sexuality. Repeal of this protection could force Christian schools to violate their
beliefs about human sexuality and recognize LGBT student groups or host “gay pride” days on campus.'

Expand the D.C. Opportunity Scholarship Program. Policymakers can advance school choice by
expanding access to the OSP through existing funding authorized by the D.C. School Choice Incentive Act.
The OSP provides scholarships that enable children from low-income D.C. families to attend a private school
of the parents’ choice. When the OSP was created in 2003, Congress funded the new school choice option
through the “three-sector” approach: $20 million in funding for the OSP, $20 million in supplemental
funding for D.C.’s public charter schools, and an additional $20 million for the D.C. public school system.

Federal policymakers should shift a portion of the additional federal funding provided to traditional public
schools in the three-sector approach to fund additional scholarships for students to attend a private school
of choice. Since the District of Columbia falls under the jurisdiction of Congress, it is appropriate for the
federal government to fund the OSP. According to one study, 91 percent of students who used a voucher to
attend a private school of choice graduated high school: a rate 21 percentage points higher than the rate for a
control group of peers who were awarded but did not use a scholarship."”

12 Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019



The Heritage Foundation | heritage.org/BlueprintForBalance

ENDNOTES

Estimated savings of $1.875 billion for FY 2019 are based on the CBO’s most recent April 2018 baseline spending projections.

Estimated savings of $47 million for FY 2019 are based on the FY 2018 appropriated level of $1.652 billion as specified in the Consolidated
Appropriations Act, 2018, Public Law 115-141, 115th Cong., https:/www.congress.gov/115/bills/hr1625/BILLS-115hr1625enr.pdf (accessed

May 12, 2018). Heritage experts assume that FY 2018 spending remains constant in FY 2019. This proposal would reduce the SEC budget to
its inflation-adjusted FY 2015 spending level, which would be $1.605 billion for FY 2019.

Estimated savings of $250 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. Department of the Treasury, Community Development Financial Institutions Fund, “New Markets Tax Credit: CDE Certification
Application,” revised May 2009, https:/www.novoco.com/sites/default/files/atoms/files/cde_certification_application_0509.pdf (accessed
April 12, 2018).

Estimated savings of $80 million for FY 2019 are based on Table 2, “Estimated Annual Loan Volume and Budgetary Costs of the Credit
Programs of the Export-Import Bank of the United States Under FCRA and the Fair-Value Approach, 2015 to 2024,” in Douglas W.
Elmendorf, Director, Congressional Budget Office, “Estimates of the Cost of the Credit Programs of the Export-Import Bank,” testimony
before the Committee on Financial Services, U.S. House of Representatives, June 25, 2014, p. 6, https://www.cbo.gov/sites/default/
files/M3th-congress-2013-2014/reports/45468-exportimportbanktestimony.pdf (accessed May 12, 2018), which estimates that under fair-
value accounting, eliminating the Export-Import Bank would have resulted in savings of $1.6 billion over the 2015-2024 period, or $160
million per year. We estimate half of this level of savings for FY 2019 because the bank has not been operating at full capacity; lacking a
board quorum for the past two years, it has been unable to finance deals in excess of $100 million.

Congressional Budget Office, Fair-Value Estimates of the Cost of Selected Federal Credit Programs for 2015 to 2024, May 22, 2015, https://
www.cbo.gov/sites/default/files/113th-congress-2013-2014/reports/45383-fairvalue.pdf (accessed April 16, 2018).

Estimated savings of $10 million for FY 2019 are based on news release, “Johnson, Meadows Introduce Bill to Eliminate Failed Obamacare
Program,” Committee on Homeland Security and Governmental Affairs, U.S. Senate, December 12, 2017, https:/www.hsgac.senate.gov/
media/majority-media/johnson-meadows-introduce-bill-to-eliminate-failed-obamacare-program (accessed May 12, 2018). As part of their
oversight responsibilities and using program data supplied by the U.S. Office of Personnel Management (OPM), committee staff estimated
an initial annual savings of $10 million from elimination of the MSP program. This estimate comes from eliminating MSP administrative costs,
including salaries and expenses.

The Honorable Linda Springer, The Honorable Donald J. Devine, The Honorable Dan G. Blair, and Robert E. Moffit. “The Office of Personnel
Management: A Power Player in America’s Health Insurance Markets?” Heritage Foundation Lecture No. 1145, February 19, 2010 (delivered
January 20, 2010), http://www.heritage.org/research/lecture/the-office-of-personnel-management-a-power-player-in-americas-health-
insurance-markets (accessed April 14, 2018).

Robert E. Moffit and Neil R. Meredith, “Multistate Health Plans: Agents for Competition or Consolidation?” Mercatus Center Working Paper,
January 2015, p. 4, https:/pdfs.semanticscholar.org/cddc/248c94214b0681adccbb4a275b7e03d7¢c421.pdf (accessed April 14, 2018).

News release, “Johnson, Meadows Introduce Bill to Eliminate Failed Obamacare Program.”

See Moffit and Meredith, “Multistate Health Plans: Agents for Competition or Consolidation?” pp. 15-17.

Estimated savings of $1.39 billion for FY 2019 are based on Congressional Budget Office, Cost Estimate: H.R. 10, Financial CHOICE Act

of 2017, May 18, 2017, https://www.cbo.gov/system/files/115th-congress-2017-2018/costestimate/hr10.pdf (accessed May 12, 2018). The

CBO report assumes implementation in late 2017, so we used its 2018 estimated fiscal impacts as the first year of implementation and
applied those figures to FY 2019. Total savings of $1.39 billion include $1.67 billion in reduced budget authority, offset by $280 million in
reduced revenues.

See H.R. 10, Financial CHOICE Act of 2017, 115th Cong., https://www.congress.gov/bill/115th-congress/house-bill/10 (accessed April 14, 2018).
Norbert J. Michel, “Money and Banking Provisions in the Financial CHOICE Act: A Major Step in the Right Direction,” Heritage Foundation
Backgrounder No. 3152, August 31, 2016, https://www.heritage.org/markets-and-finance/report/money-and-banking-provisions-the-
financial-choice-act-major-step-the, and Norbert Michel, “Budget Reconciliation: A Viable Path for CHOICE Act Reforms,” Forbes,
September 4, 2017, https://www.forbes.com/sites/norbertmichel/2017/09/04/budget-reconciliation-a-viable-path-for-choice-act-
reforms/#5e406c09496f (accessed April 14, 2018).

Ryan T. Anderson, “Always Care, Never Kill: How Physician-Assisted Suicide Endangers the Weak, Corrupts Medicine, Compromises the
Family, and Violates Human Dignity and Equality,” Heritage Foundation Backgrounder No. 3004, March 24, 2015, https:/www.heritage.org/
health-care-reform/report/always-care-never-kill-how-physician-assisted-suicide-endangers-the-weak.

Ryan T. Anderson and Sarah Torre, “Congress Should Protect Religious Freedom in the District of Columbia,” Heritage Foundation /ssue
Brief No. 4364, March 9, 2015, http://www.heritage.org/research/reports/2015/03/congress-should-protect-religious-freedom-in-the-
district-of-columbia.

Patrick Wolf, Babette Gutmann, Michael Puma, Brian Kisida, Lou Rizzo, Nada Eissa, and Matthew Carr, Evaluation of the DC Opportunity
Scholarship Program: Final Report, U.S. Department of Education, Institute of Education Sciences, National Center for Education Evaluation
and Regional Assistance, NCEE 2010-4018, June 2010, https://ies.ed.gov/ncee/pubs/20104018/pdf/20104018.pdf (accessed April 14, 2018).
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$700

SAVINGS IN MILLIONS!

Eliminate FEMA’s Fire Grants

Assistance to Firefighters Grants (AFGs) subsidize
the routine activities of local fire departments

and emergency management organizations. Fire
Prevention and Safety (FP&S) grants fund projects
to improve firefighter safety and protect the public
from fire and related hazards. Staffing for Adequate
Fire and Emergency Response (SAFER) grants
fund career firefighters’ salaries and volunteer fire
departments’ recruitment activities in order to
increase staffing levels.

The Heritage Foundation’s Center for Data Analysis
evaluated the program’s effectiveness by match-

ing grant award data to the National Fire Inci-

dent Reporting System, a database of fire-related

ADDITIONAL READING

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

emergencies reported by fire departments. Using
panel data from 1999 to 2006 for more than 10,000
fire departments, the evaluation assessed the impact
of fire grants on firefighter deaths, firefighter inju-
ries, civilian deaths, and civilian injuries, comparing
fire departments that received grants to depart-
ments that did not receive grants, as well as the im-
pact of the grants before and after grant-funded fire
departments received federal assistance. It showed
that AFG, FP&S, and SAFER grants failed to reduce
firefighter deaths, firefighter injuries, civilian deaths,
and civilian injuries. Comparison fire departments
that did not receive grants were just as successful

at preventing fire casualties as were grant-funded
fire departments.

B David B. Muhlhausen, “Do DHS Fire Grants Reduce Fire Casualties?” Heritage Foundation Center for Data Analysis

Report No. 09-05, September 23, 2009.

B David B. Muhlhausen, “Fire Grants: Do Not Reauthorize an Ineffective Program,” Heritage Foundation /ssue Brief

No. 3788, November 29, 2012.

PROPOSAL STATUS
_ ’ NOT
President’s Budget (FY2019) ADDRESSED

PARTIALLY

House Budget Resolution INCLUDED

Senate Budget Resolution NOT

Republican Study Committee PARTIALLY

INCLUDED

ADDRESSED

EXPLANATION

Needs to consider reforms related to AFG, FP&S, and SAFER grants.

FEMA operates several grant programs that fund “activities that are
primarily the function of state and local governments.”
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SAVINGS IN MILLIONS?
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Reduce Funding for FEMA’s Disaster Relief Fund

Throughout most of U.S. history, state and local
governments were responsible for responding to
nearly all disasters. Under President Ronald Reagan,
FEMA averaged 28 federal disaster declarations a
year. After passage of the amended Stafford Act in
1988, the number rose dramatically: Under Presi-
dent Barack Obama, approximately 120 disasters
were declared each year. The Stafford Act has two
provisions that are to blame: One shifts most of
the costs of a federalized disaster to the federal
government, and the other makes it relatively easy
for aregional or localized disaster to qualify as a
federal disaster.

ADDITIONAL READING

B David Inserra, “FEMA Reform Needed: Congress Must Act,”

February 4, 2015.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

Reforming the Stafford Act to return more respon-
sibility for disasters to state and local governments
would enable Washington to reduce disaster relief
spending by at least $500 million in FY 2018, with
more savings in future years. First, Congress should
increase the Stafford Act threshold to require $3
per capita in damages with a $5 million minimum
threshold, and a $50 million maximum threshold.
Second, the FEMA cost share should be reduced
from between 75 percent and 100 percent to 25
percent, with a greater cost share for large catastro-
phes. For disasters that top $5 billion, the cost-share
provision should increase gradually as the cost

of the disaster increases. This gradual increase in
cost-sharing should be capped at 75 percent once a
disaster tops $20 billion.

Heritage Foundation /ssue Brief No. 4342,

EXPLANATION
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SAVINGS IN MILLIONS? PRESIDENT HOUSE SENATE RSC

Refocus Science and Technology on Meeting DHS Needs
and Using Private-Sector Developments

The U.S. private sector is constantly striving to existing or emerging technologies that could be
develop new products of interest to DHS personnel adapted to meet DHS needs.

or state and local officials; from private cybersecuri-

ty and technology innovations to disaster response This effort should be expanded: It costs the govern-
equipment, it is the world’s most powerful force for ment less and will likely be faster than brand-new
innovation. S&T, however, may not always know of research and development. Together with the ex-
technologies or products available in the private pansion of the SAFETY Act, DHS can make greater
sector that could meet DHS’s general needs or use of private-sector R&D to meet mission needs.
specific requirements. As a result, S&T’s Research Congress should trim S&T to about $750 million
and Development Partnerships office has begun and mandate that it refocus its efforts on delivering
focusing on “technology foraging,” which seeks out technologies needed by DHS components.

ADDITIONAL READING

B David Inserra, “Congress Must Re-Set Department of Homeland Security Priorities: American Lives Depend on It,”
Heritage Foundation Special Report No. 175, January 3, 2017.

PROPOSAL STATUS EXPLANATION

NOT

President’s Budget (FY2019) ADDRESSED

Recommends reductions in DHS Science and Technology
Directorate management and administrative expenses and proposes
focusing and narrowing S&T projects.

House Budget Resolution PARTIALLY

INCLUDED

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED
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SAVINGS IN MILLIONS*

Streamline FEMA Grant Programs

While federal grants to state and local partners may
be of value in some cases, the current structure does
not adequately prioritize grants based on the risks
they are trying to reduce. The Obama Administra-
tion recommended consolidating many of these
grants into a new National Preparedness Grant Pro-
gram that would allot grants in a more risk-based
fashion. Congress should expand consolidation to
cover more grant programs. Grants that meet the
greatest need in high-risk areas should be priori-
tized. These grant dollars should be viewed not as
another entitlement to send back to congressional
districts, but as limited homeland security funding
to alleviate the greatest risks.

ADDITIONAL READING

The Heritage Foundation | heritage.org/BlueprintForBalance
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Failure to prioritize grants weakens security and
preparedness and perpetuates waste and abuse. In
moving DHS grants to a more risk-based allocation
system, programs must be evaluated to see which
needs they are meeting and how well they are
meeting them. Grant programs that are found to
be ineffective or unnecessary, such as the Staffing
for Adequate Fire and Emergency Response (SAF-
ER) and Fire Prevention and Safety (FP&S) grants
and Assistance to Firefighter Grants (AFG), should
be canceled.

B David Inserra, “Congress Must Re-Set Department of Homeland Security Priorities: American Lives Depend on It,”
Heritage Foundation Special Report No. 175, January 3, 2017.

PROPOSAL STATUS

INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Reduces FEMA grants by more than $300 million.

Calls for a thorough review of Preparedness (Non-Disaster) Grants
and Hazard Mitigation Assistance Grant Programs.

Agrees with President’s Budget recommendation to “reduce or
eliminate” underperforming, duplicative, or unauthorized FEMA
grant programs.
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SAVINGS IN MILLIONS®
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Privatize Transportation Security Administration Screening Functions

The TSA model is costly and unwisely makes the
TSA both the regulator and regulated organization
responsible for screening operations. With Pres-
ident Donald Trump promising to shrink federal
bureaucracies and bring private-sector knowhow

to government programs, the TSA is ripe for reform.
The U.S. should look to the Canadian and Europe-
an private models of providing aviation screening
manpower to lower TSA costs while maintain-

ing security.

More specifically, the TSA could privatize the
screening function by expanding the current

Screening Partnership Program (SPP) to all airports.

The TSA would turn screening operations over to
airports that would choose security contractors

ADDITIONAL READING

who meet TSA regulations and would oversee and
test airports for compliance. Alternatively, it could
adopt a Canadian-style system, turning over screen-
ing operations to a new government corporation
that contracts screening service to private contrac-
tors. Contractors would bid to provide their services
to aset of airports in a region, likely with around

10 regions. The TSA would continue to set security
regulations and test airports for compliance, and
the new corporation would establish any operating
procedures or customer service standards.

Some of this funding should be used to reduce air-
port security fees on travelers, but the government
could expect to save at least 10 percent from the
existing aviation screening budget.

B David Inserra, “Time to Privatize the TSA,” Heritage Foundation Backgrounder No. 3120, July 19, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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Reform Payments from the National Flood Insurance Program

The federal government holds a monopoly on pri-
mary flood insurance for homeowners and business-
es, and the program is debt-ridden and dysfunction-
al. Because a large proportion of the flood-risk maps
are obsolete, the premiums charged under the NFIP
do not reflect actual risk; and because property own-
ers do not bear the full cost of flood risk, they are
more likely to locate in flood-prone areas and less
likely to undertake preventive measures. As a result,
the devastation of natural disasters is made even
worse. The Federal Emergency Management Agen-
cy has repeatedly proven its inability to manage risk
mapping. Therefore, the Flood Hazard Mapping
Program should be eliminated ($178 million), and
responsibility for risk mapping should be shifted

to states.

PROPOSAL STATUS

PARTIALLY

President’s Budget (FY2019) INCLUDED

PARTIALLY
INCLUDED

House Budget Resolution

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED

The government contracts with private property
and casualty insurers to sell and service NFIP poli-
cies. Insurers receive a commission of 15 percent of
net written premiums and can also receive a growth
bonus for meeting marketing goals. According to
the Government Accountability Office, the govern-
ment lacks the information necessary to determine
whether its compensation payments are appropri-
ate. FEMA should be required to determine actual
costs for various policy services and allow insurers
to bid for the business. Moreover, Congress should
direct FEMA to eliminate the growth bonus. At the
very least, the NFIP should be barred from insuring
any property with lifetime losses that, in the aggre-
gate, exceed twice the amount of the replacement
value of the structure.

EXPLANATION

Calls for reduction of flood mapping services and for reforms to put
NFIP “on a more sustainable financial footing.”

Calls for consideration of unspecified NFIP reforms.
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Policy Riders

Judiciously expand and rename the Visa Waiver Program. Congress should allow the Secretary of
Homeland Security to raise the 3 percent refusal rate to 10 percent if a country has a low visa-overstay
rate. In addition, because “visa waiver” is often incorrectly associated with lax vetting of foreign travelers,
Congress or the Department of Homeland Security should rename the VWP. One recommendation is to
rename the program the “Partnership for Secure Travel (PST),” a title that recognizes both the reciprocal,
mutually beneficial nature of the program and its importance to U.S. security.”

Streamline congressional oversight of DHS. As the Aspen Institute put it in 2013, “DHS should have

an oversight structure that resembles the one governing other critical departments, such as Defense and
Justice.”® This means placing oversight of DHS under one primary homeland security committee in the
House and one in the Senate, with some additional oversight by the intelligence committees and a homeland
security appropriations subcommittee in both chambers.

Establish private refugee-resettlement pilot programs. Refugees resettled to Canada through its
private resettlement program have better assimilation outcomes and report greater satisfaction with their
new lives than those resettled by the government alone. Congress should amend existing refugee law to
establish private resettlement pilot programs, set the number of refugees that are allowed to participate in
these programs, and include a mechanism to expand the programs. For example, if private resettlement is
capped at 5,000 but 10,000 private benefactors want to sponsor a refugee, then an additional 5,000 private
refugees should be allowed by taking 5,000 refugee spots from next year’s U.S. Refugee Admissions Program
quota. In addition, because it is difficult for private sponsors to support a refugee that has significant health
issues, the U.S. should design the program to ensure that private sponsors do not shoulder the burden of
onerous medical costs.’
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ENDNOTES

1.

Estimated savings of $700 million for FY 2019 are based on the FY 2018 appropriated level as reported in Lennard G. Kruger, “Assistance to
Firefighters Program: Distribution of Fire Grant Funding,” Congressional Research Service Report for Members and Committees of Congress,
March 27, 2018, https://fas.org/sgp/crs/homesec/RL32341.pdf (accessed April 28, 2018). The AFG and SAFER programs each received $350
million in appropriations for FY 2018. Heritage experts assume that the FY 2018 levels remain constant in FY 2019.

Estimated savings of $500 million for FY 2019 are a Heritage estimate of potential savings based on current disaster relief programs and
their budget authority as authorized and found in the Consolidated Appropriations Act, 2018, Public Law 115-141, 115th Cong., https:/www.
congress.gov/115/bills/hr1625/BILLS-115nr1625enr.pdf (accessed May 12, 2018).

Estimated savings of $91 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019. Savings equal the difference between the FY 2018
appropriated level of $841 million and Heritage's recommended appropriation of $750 million.

Estimated savings of $300 million for FY 2019 are based on estimated spending reductions that would result from implementation of a risk-
based system to prioritize grants based on national preparedness needs. Compared to the current system that grants significant amounts
to unnecessary and ineffective programs, this proposal could save about $300 million per year (on top of savings from eliminating already
listed grant programs).

Estimated savings of $465 million for FY 2019 are based on David Inserra, “Time to Privatize the TSA,” Heritage Foundation Backgrounder
No. 3120, July 19, 2017, https://www.heritage.org/homeland-security/report/time-privatize-the-tsa. Estimated savings are based on likely
spending reductions from implementing a private screener system similar to the Canadian model.

Estimated savings of $700 million for FY 2019 are based on Heritage estimates using data in letter from Keith Hall, Director, Congressional
Budget Office, to Honorable Jeb Hensarling, Chairman, Committee on Financial Services, U.S. House of Representatives, “Re: Preliminary
Results from CBO’s Analysis of the National Flood Insurance Program,” April 19, 2017, https://www.cbo.gov/system/files/115th-
congress-2017-2018/reports/52638-nfipletter.pdf (accessed May 12, 2018). This letter report estimates that the NFIP costs $1.4 billion per
year. We estimate that a shift to a fully privatized flood insurance market would result in savings equal to half of the NFIP’s costs in FY 2019.
In later years, savings would equal the full cost of the NFIP.

David Inserra, “Advancing American Security, Foreign, and Economic Policy Interests Through the Visa Waiver Program,” Heritage
Foundation /ssue Brief No. 4812, January 26, 2018, https://www.heritage.org/homeland-security/report/advancing-american-security-
economic-and-foreign-policy-interests-through (accessed April 16, 2018).

Aspen Institute, Justice and Society Program, Task Force Report on Streamlining and Consolidating Congressional Oversight of the U.S.
Department of Homeland Security, September 2013, p. 4, https://assets.aspeninstitute.org/content/uploads/files/content/docs/pubs/
Sunnylands%20report%2009-11-13.pdf (accessed April 16, 2018).

Olivia Enos, David Inserra, and Joshua Meservey, “The U.S. Refugee Admissions Program: A Roadmap for Reform,” Heritage Foundation
Backgrounder No. 3212, July 5, 2017, https://www.heritage.org/immigration/report/the-us-refugee-admissions-program-roadmap-reform.
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564

SAVINGS IN MILLIONS' PRESIDENT HOUSE SENATE RSC

Eliminate Funding for the EPA’s Sustainable and Healthy
Communities Research Program

The Sustainable and Healthy Communities research ~ planning for greenspace, schools, and public facili-
program does not address environmental priorities, ties that are appropriately state and local priorities.

and it is inappropriate for the federal government States, localities, and individual property owners
to control local projects. The EPA’s research agenda are better equipped to customize policies to meet
focuses on issues like managing municipal waste, local conditions.

storm water runoff, and trade-offs in community

ADDITIONAL READING

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,
December 14, 2015.

B The Heritage Foundation, Blueprint for Reform: A Comprehensive Policy Agenda for a New Administration in 2017,
Mandate for Leadership Series, 2016, pp. 94-98.

INT/ENV

PROPOSAL STATUS EXPLANATION

PARTIALLY

President’s Budget (FY2019) Reduces spending to $64.3 million.

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED
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$17

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE RSC

Eliminate the EPA’s Indoor Air Programs

The most pressing indoor air issues relate to asthma,  customize policies to meet local conditions. A less

which should be addressed by state public health centralized regime would also mean more direct
departments and not the EPA. Federal bureaucrats accountability: Taxpayers could more easily identify
hardly possess sufficient information and expertise the officials responsible for environmental policies,
to impose controls on hundreds, if not thousands, of ~ and the people making those regulatory decisions
dissimilar locations across the 50 states. States and would have to live with the consequences.

individual property owners are better equipped to

ADDITIONAL READING

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,
December 14, 2015.

B The Heritage Foundation, Blueprint for Reform: A Comprehensive Policy Agenda for a New Administration in 2017,
Mandate for Leadership Series, 2016, pp. 94-98.

PROPOSAL STATUS EXPLANATION

President’s Budget (FY2019) INCLUDED Eliminates spending.

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED
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PRESIDENT HOUSE SENATE RSC

Eliminate Six Redundant EPA Programs

Eliminating the National Estuary/Coastal Water-
ways program saves $27 million. Restoration and
protection of estuaries and coastal areas are best
managed by states and private property owners, not
the federal government.

Eliminating the Integrated Environmental Strategies
program saves $11.5 million. Promoting “sustainabil-
ity,” “smart growth,” and similar social engineering is
not a proper function of the federal government.

Eliminating the Pollution Prevention program saves
$13 million. This program does not contribute to
remediation of existing pollution problems, and it
engages in activities that are better carried out by
the private sector.

Eliminating the Surface Water Protection
program saves $200 million. States, not the

ADDITIONAL READING

federal government, should manage bodies of
water like lakes, rivers, and streams that fall within
their boundaries.

Eliminating the Federal Vehicle and Fuels Stan-
dards and Certification program saves $93 million.
Government-mandated emissions standards are
unnecessary in light of consumer demand for fuel
efficiency, and the Renewable Fuel Standard unnec-
essarily increases food and energy prices in order to
benefit a small set of special interests.

Eliminating the Waste Minimization and Recy-
cling programs under the EPA-developed Resource
Conservation and Recovery Act saves $9 million.
These programs do not contribute to actual cleanup
of hazardous waste; instead, they focus on promot-
ing recycling and other activities that are best dealt
with at the state and local levels.

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,

December 14, 2015.

B The Heritage Foundation, Blueprint for Reform: A Comprehensive Policy Agenda for a New Administration in 2017,

Mandate for Leadership Series, 2016, pp. 94-98.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

EXPLANATION

Eliminates National Estuary/Coastal Waterways, Pollution
Prevention, and Waste Minimization and Recycling programs.
Minimal or moderate reductions to remaining programs.
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$52

SAVINGS IN MILLIONS* PRESIDENT HOUSE SENATE RSC

Reduce Funding for the EPA’s Civil Enforcement Program

The EPA Civil Enforcement program litigates and Congress should reduce the $171 million in FY 2017
settles administrative and civil judicial cases against ~ funding for the Civil Enforcement program by 30
serious violators of environmental laws, but the EPA  percent. The EPA should also be prohibited both

engages in unnecessary and excessive legal actions. from using resources to garnish wages without a
Therefore, a reduction in funding should impose court order to collect fines or other penalties and
an element of discipline that forces the agency to from referring such cases to the Treasury Depart-
be more careful about inviting legal challenges to ment for wage garnishment without a court order.

regulatory and enforcement activities.

ADDITIONAL READING

B Robert Gordon and Andrew Kloster, “Wage Garnishment Without a Court Order: Not a Good Idea,” Heritage
Foundation /ssue Brief No. 4275, September 29, 2014.

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,
December 14, 2015.

PROPOSAL STATUS EXPLANATION

PARTIALLY

President’s Budget (FY2019) Reduces spending by $30 million.

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED
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$4.9

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE RSC

Reduce Funding for the EPA’s External Civil Rights Compliance Office
(Title VD)

The External Civil Rights Compliance Office (Title of other “outreach” and nonessential functions.
VI) program provides the EPA with policy direction Congress should reduce the $10 million in FY 2018
and guidance on civil rights and equal employment funding for this program by 50 percent.

opportunity. However, it also undertakes a variety

ADDITIONAL READING
B The Heritage Foundation, Environmental Conservation: Eight Principles of the American Conservation Ethic, 2012.

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,
December 14, 2015.

PROPOSAL STATUS EXPLANATION

PARTIALLY

President’s Budget (FY2019) Reduces spending to $8.5 million.

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED
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$25

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE RSC

Reduce the EPA’s Legal Advice on Environmental Programs

A significant amount of the EPA’s regulatory activity regulatory and enforcement activities. Congress

is excessive. Therefore, a reduction in funding for should reduce the $48 million in estimated FY 2018
programs of legal representation, legal counseling, funding for the EPA’s legal advice on environmental
and legal support for all of the EPA’s environmental programs by 50 percent.

activities should impose discipline on the agency’s

ADDITIONAL READING

B Robert Gordon and Andrew Kloster, “Wage Garnishment Without a Court Order: Not a Good Idea,” Heritage
Foundation /ssue Brief No. 4275, September 29, 2014.

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,
December 14, 2015.

PROPOSAL STATUS EXPLANATION

PARTIALLY

President’s Budget (FY2019) Reduces spending to $42.3 million.

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019 131




INT/ENV

The Heritage Foundation | heritage.org/BlueprintForBalance

$8.7

SAVINGS IN MILLIONS” PRESIDENT HOUSE SENATE RSC

Eliminate the EPA’s Stratospheric Ozone Multilateral Fund

The EPA’s Stratospheric Ozone Multilateral Fund depletion was an exaggerated threat; no ecosystem
was created by parties to the 1987 Montreal Pro- or species was ever shown to be seriously harmed
tocol to support efforts by developing countries to by ozone depletion. As it is, the U.S. has long paid a
phase out the use of stratospheric ozone-depleting disproportionate share of the funding.

substances. The current evidence shows that ozone

ADDITIONAL READING
B The Heritage Foundation, Environmental Conservation: Eight Principles of the American Conservation Ethic, 2012.

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,
December 14, 2015.

PROPOSAL STATUS EXPLANATION

President’s Budget (FY2019) INCLUDED Eliminates spending.

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED
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$126

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE RSC

Eliminate the EPA’s Information Exchange/Outreach Programs

The EPA has allocated taxpayer money to projects warming that ignores the broader scientific debate
that educate and increase awareness of stewardship, = about the nature of climate change.

children’s health, and environmental education

(EE) through grants, curricula, and other materials Since 1992, the EPA has granted more than $68.7

for public education. Grants go to nonprofit groups, million to these programs.® While some of these
schools, and government agencies with the most projects might be worthwhile, they are far beyond
popular topics being biodiversity, water issues, and the appropriate scope of the federal government.
general “environmental literacy.” EE has also pro- Such projects should be funded at the local level or
duced controversial classroom material on global by private companies.

ADDITIONAL READING

B Diane Katz, “An Environmental Policy Primer for the Next President,” Heritage Foundation Backgrounder No. 3079,
December 14, 2015.

B The Heritage Foundation, Blueprint for Reform: A Comprehensive Policy Agenda for a New Administration in 2017,
Mandate for Leadership Series, 2016, pp. 94-98.

PROPOSAL STATUS EXPLANATION

PARTIALLY

President’s Budget (FY2019) Reduces spending to $85.6 million.

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED
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PRESIDENT HOUSE SENATE RSC

Eliminate the Land and Water Conservation Fund

The LWCEF, established by Congress in 1965, allows
the federal government to use royalties from off-
shore energy development to buy private land and
turn it into public parks and other public recreation
areas. Of the $38.0 billion credited to the fund, less
than half ($17.5 billion) has been spent, leaving a
credit of $20.5 billion." Congress should rescind the
remaining balance, generating a one-time savings of
$20.5 billion in FY 2019.

The federal government owns some 640 million
acres of land: nearly 30 percent of the country and
nearly half of the western United States. The LWCF

ADDITIONAL READING

is the primary vehicle for land purchases by the four
major federal land-management agencies. Con-
gress also uses the fund for a matching state grant
program, although the LWCF now chiefly funds
federal objectives. This massive federal ownership
has led to land mismanagement, lost recreation

and resource production opportunities, and poor
environmental management. Instead of giving
Washington more decision-making power, Congress
should empower states and local communities to
protect their environments, maximize land value,
and create opportunities for economic development.

®  Katie Tubb and Nicolas D. Loris, “Five Reasons to Sunset the Land and Water Conservation Fund,” Heritage

Foundation Backgrounder No. 3165, November 16, 2016.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
_ NOT
House Budget Resolution ADDRESSED
_ NOT
Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Requests $28 million.

Allows LWCF to expire on schedule at end of FY 2018.
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$60

SAVINGS IN MILLIONS' PRESIDENT HOUSE SENATE RSC

Eliminate the EPA’s National Clean Diesel Campaign

The government has spent hundreds of millions anew engine and generators for a 1950s locomotive
of taxpayer dollars over the years to develop more in Pennsylvania, school buses in San Diego County,
than 60,000 pieces of clean diesel technology, such and new equipment engines for farmers in the San

as “emissions and idle control devices, aerodynamic Joaquin Valley."*
equipment, engine and vehicle replacements, and

alternative fuel options.”® Diesel Emissions Re- Federal taxpayers should not have to pay for proj-
duction Act grants have been used to pay for new ects that should be undertaken by private investors
or retrofitted tractors and cherry pickers in Utah, or state and local groups.

electrified parking spaces at a Delaware truck stop,

ADDITIONAL READING
B The Heritage Foundation, Environmental Conservation: Eight Principles of the American Conservation Ethic, 2012.

B Nicolas Loris, “EPA Is Desperately in Need of Budget Cuts. Here’s a Few Places to Start,” The Daily Signal,
July 10, 2014.

PROPOSAL STATUS EXPLANATION

PARTIALLY

President’s Budget (FY2019) Reduces spending to $10 million.

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED
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PRESIDENT HOUSE SENATE RSC

Eliminate EPA Environmental Justice Programs

The EPA’s “environmental justice” programs were
originally designed to protect low-income com-
munities from environmental harm. However, the
EPA too often goes beyond this purpose to prevent
job-creating businesses from developing in low-in-
come communities, thus blocking the economic
opportunity that these communities need.

Further, environmental justice programs have

expanded to subsidize state and local projects that
federal taxpayers should not be forced to fund. For
example, the Environmental Justice Small Grants

ADDITIONAL READING

Program has funded neighborhood litter cleanups;
education on urban gardening, composting, and the
negative effects of urban sprawl and automobile
dependence; and a pilot program to reach Cali-
fornia’s nail salon community in order to increase

“knowledge of healthy/green nail salon concepts and
practices.”¢

Congress should eliminate these programs, which
have been co-opted by political agendas and do not
merit taxpayer resources.

B The Heritage Foundation, Blueprint for Reform: A Comprehensive Policy Agenda for a New Administration in 2017,

Mandate for Leadership Series, 2016, pp. 94-98.

B James Rust, “Environmental Justice’ Injustice (EPA Elitism, Exploitation),” Institute for Energy Research, Master

Resource, August 13, 2014.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

PARTIALLY

EXPLANATION

Reduces spending to $2 million.
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PRESIDENT HOUSE SENATE RSC

Eliminate the National Endowment for the Humanities

The NEH, created on September 29,1965, by Presi-
dent Lyndon Johnson through the National Foun-
dation on the Arts and the Humanities Act, received
a $149.8 million appropriation for FY 2017."® In
2016, it reported that it had awarded “more than
63,000 grants totaling $5.3 billion, and leveraged an
additional $2.5 billion in matching funds” during its
50-year history."” These funds dwarf private giving.

Private individuals and organizations should be

able to donate at their own discretion to human-
ities organizations and programs as they wish;

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee

INCLUDED

government should not use its coercive power of
taxation to compel taxpayers to support cultural
organizations and activities. Americans gave $390.1
billion in charitable contributions in 2016, an in-
crease of 4 percent from 2014. Charitable giving as
awhole increased 4.5 percent from 2015, and giving
for arts, culture, and the humanities experienced an
increase of 6.7 percent from 2015.%°

The NEH is neither a necessary nor a proper activity
of the federal government.

EXPLANATION

Appears to eliminate NEH.
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PRESIDENT HOUSE SENATE RSC

Eliminate the National Endowment for the Arts

The NEA was created on September 29,1965, by
President Lyndon Johnson through the National
Foundation on the Arts and the Humanities Act.

In 2016, it reported having awarded more than $5
billion for arts participation during its 50-year
history.?? Taxpayer assistance for the arts is neither
necessary nor prudent.

The NEA received a $149.8 million appropriation

in FY 2017.2 However, private contributions to the
arts and humanities vastly exceed the amount pro-
vided by the NEA. Americans made $390.1 billion in
charitable contributions in 2015.2* Arts, culture, and

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

the humanities experienced a substantial increase,
receiving 6.7 percent more than the previous year.
Further, federally funded arts programs are suscep-
tible to cultural cronyism whereby special interests
promoting a social agenda receive government favor
to promote their causes.?

In the words of Citizens Against Government Waste,

“[a]ctors, artists, and academics are no more deserv-
ing of subsidies than their counterparts in other
fields; the federal government should refrain from
funding all of them.”2¢

EXPLANATION

Appears to eliminate NEH.
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PRESIDENT HOUSE

SENATE RSC

Eliminate Funding for the Woodrow Wilson

International Center for Scholars

The Wilson Center was created by the Woodrow
Wilson Memorial Act of 1968 and serves both as the
official memorial to President Woodrow Wilson
and as a nonpartisan policy forum and independent
research institution. The Wilson Center regularly
publishes research about global policy and hosts
events to facilitate “open dialogue” about “action-
able ideas.”

In FY 2017, the Wilson Center received a $10.5
million appropriation from Congress to carry out
the Woodrow Wilson Memorial Act of 1968.286 About
one-third of the center’s budget comes through
annual appropriations, with the remaining funds
provided through private donations. Funding for
the Wilson center should be eliminated because

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

it is not the proper role for government to pay for
independent research when there is a wide range of
organizations that do this with private funding.

Additionally, the Wilson Center has a plan, readily
available on its website, for how it would continue
to be funded without appropriations: “If there is a
lapse in Federal funding as a result of failure to pass
an appropriation bill, the Wilson Center will not
close.”® The Wilson Center can operate without
federal funds, and the federal government should
not spend taxpayer dollars supporting an institution
that, by its own admission, does not need assistance.

EXPLANATION
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PRESIDENT HOUSE

SENATE RSC

Eliminate Funding for the John F. Kennedy

Center for the Performing Arts

The Kennedy Center was conceptualized in 1958 as
anational cultural center. Since opening in 1971, it
has served as both the National Center for the Per-
forming Arts and the federal memorial to President
John F. Kennedy.*

In 2017, Congress appropriated $22.3 million for the
operation and maintenance of the Kennedy Center.
Lawmakers appropriated an additional $14.1 million
for capital repair and restoration of the arts center.*
Even after receiving funds from the federal govern-
ment, however, subscriptions for Kennedy Center
performances cost $120 to $500.3

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

Private donations to the arts, culture, and human-
ities increased by 6.7 percent from 2015 to 2016.**
The Kennedy Center should be funded by these pri-
vate donations and robust ticket sales rather than
with tax dollars paid by Americans who may never
experience the music and theater for which they are
paying. It is not appropriate for the federal govern-
ment to be subsidizing a performing arts center in
one of the wealthiest areas of the country.

Spending taxpayer dollars to fund performing arts is
outside the scope of federal government obligations.

EXPLANATION

Reduces spending to $24.5 million.
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Policy Riders

Prohibit federal efforts to regulate, either directly or indirectly, nonpoint sources of water
pollution. The EPA’s efforts to address water quality in the Chesapeake Bay are particularly problematic.
The agency is effectively seeking to regulate agricultural runoff and other nonpoint sources of pollution
(pollution coming from multiple sources over a wide area, as opposed to pollution from a point source that
is a specific and identifiable source).®® There is even concern that the EPA could determine where farming is
allowed.?¢ This type of regulatory scheme could very well be used on a national level as well.*”

Prohibit retroactive vetoes of Section 404 permits. Under Section 404 of the Clean Water Act, property
owners sometimes have to secure dredge-and-fill permits.?® The EPA has decided that it can retroactively
revoke a Section 404 permit that the Army Corps of Engineers has issued, regardless of whether the permit
holder is in full compliance with permit conditions.?* In a 2013 case, Mingo Logan Coal Co. v. EPA,*° the

D.C. Circuit Court of Appeals held that the EPA could retroactively veto such permits; the EPA’s veto was
exercised four years after the Corps issued the permit.*

Rein in the EPA’s ozone standard. The Environmental Protection Agency finalized a new ozone standard
of 70 parts per billion (ppb) in October 2015. This drastic action was premature. States are just now starting
to meet the current 75 ppb standard. According to the Congressional Research Service, “109 million people
(one-third of the U.S. population) lived in areas classified as ‘nonattainment’ for the 75 ppb 0ozone NAAQS
set by EPA in 2008.”*> When a third of the nation’s population lives in areas that have not met the current
standard, adopting an even more stringent standard is at best, premature.*® The ozone standard has grown
more controversial as it becomes increasingly expensive to meet tighter standards with smaller margins of
tangible benefits. The EPA is increasingly setting American economic policy as it sets environmental policy,
enjoying nearly unfettered power to set ozone standards and, indirectly, economic activity and land use.
This has restricted opportunity, and compliance costs are passed on to Americans, especially the poor. Far
from being a question of whether or not to have clean, healthy air, the new standard goes well beyond what
Congress intended in the Clean Air Act.

Advance the Environmental Policy Guide. Written in collaboration with six other organizations, The
Heritage Foundation’s Environmental Policy Guide includes over 100 specific appropriations and legislative
recommendations for reforming environmental policy. Topics include the Clean Air Act, Clean Water Act,
Endangered Species Act, National Environmental Policy Act, regulatory process and accountability reform,
and toxicology.**

Repeal the Renewable Fuel Standard (RFS). By requiring fuel blenders to use biofuels regardless of the
cost, the RFS has made most Americans worse off through higher food and fuel expenses. The higher costs
paid by American families benefit a select group of special interests that produce renewable fuels. Tinkering
around the edges will not fix this unworkable policy. Moreover, the federal government should not mandate
which type of fuel drivers use in the first place. Congress should repeal the RFS.*

Prohibit the regulation of greenhouse gases and withdraw the endangerment finding. The Obama
Administration proposed and implemented a series of climate change regulations in an effort to reduce
greenhouse gas emissions from vehicles, heavy-duty trucks, airplanes, hydraulic fracturing, and new and
existing power plants. Since conventional carbon-based fuels provide more than 80 percent of America’s
energy, these restrictions on the use of abundant, affordable energy sources will only inflict economic pain
on households and businesses. They will produce no discernible climate benefit while causing hundreds

of thousands of jobs and trillions of dollars of gross domestic product to be lost.*¢ Though the Trump
Administration has taken positive steps to reverse the previous Administration’s climate agenda, Congress
should prohibit all federal agencies from regulating greenhouse gas emissions. Congress should order the
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Environmental Protection Agency to withdraw its endangerment finding on greenhouse gas emissions,
recognizing that greenhouse gas emissions are affecting the climate but that no credible evidence suggests
that the Earth is heading toward catastrophic warming.*’

Prohibit the use of social cost of carbon in any cost-benefit analysis or environmental impact
statement. The EPA is using three statistical models, known as integrated assessment models, to estimate
the value of the social cost of carbon, defined as the economic damage that one ton of carbon dioxide (CO,)
emitted today will cause over the next 300 years. However, these models arbitrarily derive a value for the
social cost of carbon. Subjecting the models to reasonable inputs for climate sensitivity and discount rates
dramatically lowers the estimated social cost of carbon figure. Artificially increasing the estimates boosts the
projected benefits of climate-related regulations in agency cost-benefit analyses. By placing a significantly
high arbitrary price on a ton of carbon dioxide emitted into the atmosphere, the EPA can inflate the benefits
of regulation or inflate the costs of a new project, claiming that the project will emit X tons of CO, over its
lifetime and inflict Y damage on the environment.*® Congress should prohibit all federal agencies from using
the social cost of carbon for any purpose, especially regulatory rulemaking.

Prohibit the net acquisition of land and shift federal land holdings to states and the private sector.
The federal government’s land holdings are greater than the areas of France, Spain, Germany, Poland, Italy,
the United Kingdom, Austria, Switzerland, the Netherlands, and Belgium combined—almost a third of

the U.S. land mass, including Alaska and Hawaii. Only a fraction of this land is composed of national parks.
Federal agencies cannot adequately manage these lands and the natural resources on them. Congress
should prohibit land acquisitions that result in a net gain in the size of the federal estate. Congress also
should dispose of excess Bureau of Land Management lands, shrink the federal estate, and reauthorize the
Federal Lands Transaction Facilitation Act, stipulating that funds generated from land sales will address the
Department of the Interior’s maintenance backlog.*

Repeal or reform the Antiquities Act. National monument designations have stripped economic
opportunities from communities. Whether the issue is logging, recreation, conservation, or energy
development, these decisions should be made at the local level, not from Washington. For more than a
century, the President has had the power to designate land as a national monument unilaterally, without input
from Congress or affected states. Although the law states that the President must limit the designation to

the “smallest area compatible with proper care and management of the objects to be protected,” Presidents
from both parties have ignored that language. For far too long, monument designations have exceeded

their statutory limitations. Congress should recognize what Wyoming recognized in 1943 and what the 81st
Congress recognized in 1950: The President should not have the ability to declare national monuments
unilaterally and arbitrarily and take economic and environmental decisions away from the states and local
organizations. Congress should eliminate the President’s authority to do so, either by repealing the Antiquities
Act altogether or by requiring congressional and state approval for any designation.°

Prohibit the EPA from abusing cost-benefit analysis to justify costly air regulations (co-benefits
abuse). When the EPA issues a rule to reduce emissions of a certain air pollutant, the direct benefits of
reducing those emissions should exceed the costs. However, for years, the EPA has found an improper
end-run around this common-sense requirement. Even when the rule’s stated objective has massive costs
and few to no benefits, the EPA points to the “co-benefits” of reducing particulate matter as justification
for the rule. This co-benefits abuse has become so bad that the EPA has issued major rules without even
bothering to quantify whether there are benefits associated with their regulatory objectives, instead
relying solely or primarily on particulate matter co-benefits.” Under the Clean Air Act, criteria pollutants
such as particulate matter are addressed through their own specific statutory scheme and should not

be addressed through other means,*? such as through unrelated air regulations developed under other
sections of the CAA.
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SAVINGS IN BILLIONS!

Eliminate the Job Corps

The National Job Corps Study, a randomized experi-
ment, assessed the Job Corps’ impact on partici-
pants compared to similar non-participants. The
study found that for a federal taxpayer investment
of $25,000 per Job Corps participant:

® Compared to non-participants, participants
were less likely to earn a high school diploma (7.5
percent versus 5.3 percent);

® Compared to non-participants, participants were
no more likely to attend or complete college;

®  Four years after participating in the evaluation,
the average weekly earnings of participants were
only $22 higher than the average weekly earnings
of the control group; and

ADDITIONAL READING
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®  Employed Job Corps participants earned
only $0.22 more in hourly wages compared to
employed control group members.

If the Job Corps improved the skills of its partici-
pants, it should have raised their hourly wages sub-
stantially. A paltry $0.22 increase in hourly wages
suggests that it actually does little to boost the job
skills of participants. A cost-benefit analysis based
on the National Job Corps Study found that the
benefits of the Job Corps do not outweigh the cost of
the program.?

B David B. Muhlhausen, “Do Federal Social Programs Work?” Heritage Foundation Backgrounder No. 2884,

March 19, 2014.

B David B. Muhlhausen, “Job Corps: An Unfailing Record of Failure,” Heritage Foundation WebMemo No. 2423,

May 5, 2009.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Cuts $237.5 million by shutting down poorly performing Job Corps
centers.

Advocates elimination of ineffective programs and cites Job Corps
as problematic.

148 Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019



$3.2

SAVINGS IN BILLIONS®

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

Eliminate Workforce Innovation and
Opportunity Act Job-Training Programs

As documented in a 2016 Mathematica Policy
Research study, the most important test of the
WIA’s effectiveness is the comparison of “full WIA”
services—intensive services (skills assessments,
workshops, and job-search assistance) plus job
training—to core services, which offered mostly
information and online tools for participants to plot
their careers and find employment. During the five
quarters of the follow-up period, members of the
full-WIA group failed to have earnings that were sta-
tistically different from those of the core group. In
the fifth quarter, the earnings of the full-WIA group
were indistinguishable on average from the earn-
ings of the core group. Despite being more likely to

ADDITIONAL READING

enroll in training and receive one-on-one assistance
and other employment services, participation in full
WIA had no effect on earnings.

Full-WIA participants did not believe that the
services provided to them resulted in finding jobs. A
solid majority of 57 percent of full-WIA participants
believed that the services provided to them were
unrelated to finding employment. Perhaps more im-
portant, full-WIA participants were largely unable
to find employment in occupations related to their
training. Only 32 percent of full-WIA participants
found occupations in the area of their training.

B David B. Muhlhausen, “Do Federal Social Programs Work?” Heritage Foundation Backgrounder No. 2884,

March 19, 2014.

B Sheena McConnell, Kenneth Fortson, Dana Rotz, Peter Schochet, Paul Burkander, Linda Rosenberg, Annalisa Mastri,
and Ronald D’Amico, Providing Public Workforce Services to Job Seekers: 15-Month Impact Findings on the WIA
Adult and Dislocated Worker Programs (Washington: Mathematica Policy Research, May 2016).

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

House Budget Resolution REJECTED
. NOT
Senate Budget Resolution ADDRESSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Reduces funding and uses program to supplant several other jobs
programs.

Funding remains the same.

Advocates elimination of ineffective programs and cites WIA as
problematic.
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Let Trade Adjustment Assistance Expire

TAA provides overly generous government bene-
fits to American workers who lose their jobs when
companies find overseas production less costly. The
program encourages recipients to participate in job
training. As a result, they spend considerable time in
training that could have been spent looking for work
or working in a new job that they could have found
had they not been in job training. Most participants
never recover this lost income, and their federal
subsidies only partially offset these financial losses.
Participating in TAA costs the average participant
approximately $25,000 in lost income.

Overall, there is little empirical support for the no-
tion that TAA improves the employment outcomes

ADDITIONAL READING

of displaced workers. In fact, participants are more
likely to earn less after participating in the program.
TAA fails the commonsense test of determining
whether the program produces more benefits than
costs. In addition, TAA benefits often go to political-
ly connected unions and firms that did not expe-
rience layoffs because of foreign competition. The
Department of Labor requires only that a company
show a correlation between increasing foreign im-
ports and loss of sales. These correlations are often
coincidental or unrelated to the firm’s financial dif-
ficulties. This allowed the Obama Administration to
award TAA benefits to Solyndra and Hostess despite
the fact that foreign competition had little to do
with the bankruptcies of these companies.

B David B. Muhlhausen, James Sherk, and John Gray, “Trade Adjustment Assistance Enhancement Act: Budget
Gimmicks and Expanding an Ineffective and Wasteful ‘Job-Training’ Program,” Heritage Foundation /ssue Brief

No. 4396, April 28, 2015.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

House Budget Resolution REJECTED
. NOT
Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Funds at $790 million ($12 million below 2016 enacted budget but
$117 million above 2017 continuing resolution).

Consolidates other trade adjustment programs into the Department
of Labor.

Notes that TAA is based on a flawed notion of trade benefits and
harms intended beneficiaries.
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Eliminate Susan Harwood Training Grants

The evidence from every multisite experimental
evaluation of federal job-training programs pub-
lished since 1990 strongly indicates that Depart-
ment of Labor job-training programs are generally
ineffective. Based on these scientifically rigorous
evaluations using the “gold standard” of random
assignment, these studies consistently find failure.

Since 1978, the Occupational Safety and Health
Administration has provided Harwood grants to
nonprofit organizations to provide safety training
to workers. Despite existing for decades, there is

no credible evidence that these training grants are
effective. A case in point is the FY 2015 Department
of Labor performance report that relies solely on

PROPOSAL STATUS

President’s Budget (FY2019) INCLUDED

INCLUDED

House Budget Resolution

Senate Budget Resolution REJECTED
. . NOT
Republican Study Committee ADDRESSED

the number of people trained to assess performance
of the grant program.® The number of people trained
provides no information for determining whether
trainees learned anything new to make workplac-

es safer.

Measuring the number of people trained does not
measure program “impact.” Instead, it measures an
output. Program impact is assessed by comparing
outcomes for program participants with estimates
of what the outcomes would have been had they
not participated in the program. Without a valid
comparison, performance monitoring based on
“outputs” such as number of people trained cannot
provide valid estimates of program effectiveness.

EXPLANATION

Eliminates program.

Eliminates OSHA training grants, of which Susan Harwood grants
are a part.

Funding level unchanged.
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Bring National Labor Relations Board Funding

in Line with Caseloads

Under the National Labor Relations Act, the NLRB
regulates private-sector union elections and collec-
tive bargaining, except for unions in the railway and
airline industries regulated by other law. The NLRB
conducts union certification and decertification
elections, investigates unfair labor practices, and
adjudicates cases with administrative law judges.

Private-sector union membership and organiz-
ing has dropped considerably over the past 25
years. Consequently, the NLRB caseload has fallen

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

Senate Budget Resolution NOT

Republican Study Committee PARTIALLY

INCLUDED

ADDRESSED

considerably as well. The NLRB received 65 per-
cent fewer election petitions and 40 percent fewer
unfair labor practice charges in FY 2014 than in

FY 1990. Despite this lower workload, the NLRB’s
inflation-adjusted budget has increased by one-
sixth since 1990. Reducing the NLRB’s budget by 45
percent in FY 2019 would bring its spending in line
with the previous funding levels for its caseload and
save taxpayers $123 million in FY 2019.

EXPLANATION

Cuts funding by $16 million.

Cuts funding by $25 million.

Eliminates NLRB and shifts labor-law enforcement to the
Department of Justice.
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PRESIDENT HOUSE SENATE RSC

Eliminate Redundant Department of Labor Agencies

In 1965, President Lyndon Johnson signed Exec-
utive Order No. 11246, which prohibited federal
contractors from engaging in racial discrimination.
At the time, the Civil Rights Act did not have strong
enforcement provisions. The Office of Federal
Contract Compliance Programs now enforces
these provisions. However, the Equal Employment
Opportunity Act of 1972 gave the Equal Employ-
ment Opportunity Commission strong enforcement
powers. Discrimination is currently illegal for all
employers, and the EEOC polices these policies. A
separate agency for federal contractors is redun-
dant. The OFCCP should be abolished.

The Women’s Bureau examines challenges facing
women in the workforce. It was created in 1920

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee PARTIALLY

INCLUDED

when few women worked outside the home. Today,
women make up half of the workforce. The chal-
lenges facing female employees are the challenges
facing workers as a whole. The Women’s Bureau has
become obsolete.

The International Labor Affairs Bureau monitors
foreign compliance with labor obligations under
trade treaties. It also makes grants to unions and
aid organizations to promote the welfare of foreign
workers. These grants are of doubtful effectiveness
and are a poor use of U.S. taxpayer dollars in times
of tight budgets. Congress should eliminate ILAB
funding for grant-making and restore the bureau to
its core purpose of monitoring treaty compliance.

EXPLANATION

Eliminates ILAB grants and cuts bureau staff. Cuts OFCCP budget by
$17 million and Women’s Bureau funding by $8.6 million.

Notes ineffectiveness of ILAB grants and says EEOC obviates need
for OFCC.
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$374

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE e

Federal Personnel Reform: Market-Based and Performance-Based Pay

The federal government’s pay structure, which re- so-called performance-based step increases where-
lies on a proscribed formula instead of performance, by 99.9 percent of federal employees receive raises.
results in an inflated pay system that encourages Congress should reduce the pay differential be-
mediocrity and fails to reward excellence. Heritage tween steps 1 and 10 of the GS scale from 30 percent
Foundation experts have estimated that federal to 20 percent and tie step increases to true perfor-
employees receive 22 percent higher wages than mance-based measures instead of tenure alone.
similar workers in the private sector.!° Part of the savings should go toward higher perfor-
mance-based budgets to help attract and retain tal-
Federal employees” higher pay comes in large ented employees. Combined, these changes should
part from receiving two essentially automatic pay lead to a 5 percent reduction in federal pay levels.

increases: annual cost-of-living-adjustments and

ADDITIONAL READING
®  Rachel Greszler and James Sherk, “Why It Is Time to Reform Compensation for Federal Employees,” Heritage
Foundation Backgrounder No. 3139, July 27, 2016.

B Kay Coles James, “A Fresh Start for Federal Pay: The Case for Modernization,” U.S. Office of Personnel Management
White Paper, April 2002.

PROPOSAL STATUS EXPLANATION

Time needed to move from step 1to step 10 increased from 18 years
President’s Budget (FY2019) INCLUDED to 27 years. “Performance-based” pay increases replaced by
compensation fund.

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Reduces federal employees’ annual across-the-board pay increases
by 0.5 percentage point and mentions using Holman rule to reduce
federal employees’ salary or compensation.

PARTIALLY

Republican Study Committee INCLUDED
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PRESIDENT HOUSE SENATE RSC

Federal Personnel Reform: Bring Retirement Benefits

in Line with the Private Sector

The overall compensation received by federal em-
ployees is significantly higher than that of their pri-
vate-sector counterparts. The biggest source of this
compensation premium, which Heritage Founda-
tion experts estimate is between 30 percent and 40
percent of total compensation, is excessive retire-
ment benefits. Federal employees receive up to 18.2
percent of their pay in retirement benefits: between
11.1 percent and 13.2 percent in a defined-benefit
pension and up to 5.0 percent in a 401(k). Among
private-sector employees who receive retirement
contributions from their employers, the average
contribution is between 3 percent and 5 percent.

ADDITIONAL READING

Congress should bring federal benefits in line with
the private sector by shifting all new hires and those
with fewer than five years of service to an exclu-
sively thrift savings retirement plan with higher
employer contributions. Employees with between
five and 20 years of service should have the option
to switch to an exclusively TSP retirement system,
to freeze their already-accrued Federal Employees
Retirement System benefits and receive higher TSP
contributions, or to maintain their current retire-
ment benefits with FERS plan reforms such as high-
er employee contributions. This would both save
taxpayers $219 billion over the next 10 years and
make the government more competitive because
less of federal workers’ compensation would be tied
up in future retirement benefits.

B Rachel Greszler and James Sherk, “Why It Is Time to Reform Compensation for Federal Employees,” Heritage

Foundation Backgrounder No. 3139, July 27, 2016.

B Congressional Budget Office, Comparing the Compensation of Federal and Private-Sector Employees, 2011 to 2015,

April 2017.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Gradually increases employee FERS contribution to 50 percent of
total contribution. Eliminates FERS COLA and reduces CSRS COLA
by 0.5 percent. Reduces G fund interest rate.

Requires employees to contribute larger share toward retirement
costs and says new federal employees should transition to
defined-contribution retirement system.

Increases employees’ share of FERS contributions by bringing all
federal employee contributions to 3.1 percent and replaces high-3
pension formula with high-5 average.
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SAVINGS IN MILLIONS™ PRESIDENT HOUSE SENATE RSC

Federal Personnel Reform: Eliminate
the Special Retirement Supplement

Federal employees who have worked for at least 20 in federal employees receiving retirement benefits
years and who retire at relatively young ages (be- for more years than they spent working.

tween ages 57 and 62) receive a “special retirement

supplement” that is meant to provide them with This benefit is not something to which either the
roughly the equivalent of Social Security benefits federal government or its employees contribute;

at a time when they are not yet eligible to receive instead, the funds come from taxpayers. Eliminating

Social Security.”® This extra benefit in addition to the  the special retirement supplement would save an
FERS, TSP, and regular Social Security benefits that estimated $100 million in FY 2019 and $4.7 billion
federal retirees receive is unnecessary and exces- over 10 years.

sive. The special retirement supplement can result

ADDITIONAL READING
B Congressional Budget Office, Options for Reducing the Deficit: 2017 to 2026, December 2016.

PROPOSAL STATUS EXPLANATION

President’s Budget (FY2019) INCLUDED Eliminates supplement.

House Budget Resolution INCLUDED Eliminates supplement.

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Eliminates supplement.
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SAVINGS IN BILLIONS™ PRESIDENT HOUSE SENATE RSC

Federal Personnel Reform: Bring Paid Leave
in Line with the Private Sector

Federal employees receive significantly more days Congress should bring the amount of paid leave

of paid leave than similar private-sector employ- it provides to federal employees in line with pri-

ees receive. A federal employee with five years of vate-sector paid leave by reducing vacation leave by
experience receives 20 vacation days and 13 paid between three and six days and sick leave by three
sick days for a total of 33 days (not including 10 paid days so that federal employees receive between 20
holidays). The average private-sector employee at and 30 days of paid leave. Alternatively, Congress
alarger company receives 13 days of vacation and should consider shifting to a Paid Time Off sys-
eight paid sick days for a combined total of 21 days tem that provides between 16 and 27 days of PTO.
of paid leave (excluding holidays). PTO policies, which do not differentiate between

sick and vacation days, have become increasingly
common in the private sector and are preferred by
many employees.

ADDITIONAL READING
B Rachel Greszler and James Sherk, “Why It Is Time to Reform Compensation for Federal Employees,” Heritage
Foundation Backgrounder No. 3139, July 27, 2016.
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PROPOSAL STATUS EXPLANATION

Transitions to PTO system with fewer leave days than current
President’s Budget (FY2019) INCLUDED vacation-plus-sick combination; adds short-term disability insurance
to protect federal workers facing serious medical situations.

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED
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SAVINGS IN MILLIONS™

PRESIDENT HOUSE SENATE RSC

Federal Personnel Reform: Eliminate FEHB

Retirement Benefits for New Hires

Federal employees receive significantly higher total
compensation than their private-sector counter-
parts receive, including the often overlooked and
undervalued advantage of participating in the
Federal Employees Health Benefits Program after
retirement while paying only a small portion of the
total premium. In 2002, the Congressional Budget
Office found that the accrual cost of retiree health
coverage equaled 6.4 percent of pay.’® Heritage
Foundation experts estimated that eliminating this
benefit for new hires would generate $34.04 billion
in accrued taxpayer savings over the 2019-2028
period. Private-sector companies almost never
provide the same level of highly subsidized health
benefits in retirement.

ADDITIONAL READING

Future health care benefits are of little value to
newly hired federal employees because they typical-
ly are not received until decades later. Additionally,
instead of rewarding tenure, benefits reward work-
ers who are employed by the government in the final
five years before they retire. If workers leave federal
employment before they reach retirement eligibility
age, or if they have less than five consecutive years
of employment leading up to retirement, they do
not receive the benefits. Congress should eliminate
FEHB retirement benefits for new hires. This would
generate significant future cost savings with little
impact on the federal government’s ability to attract
talented workers.

B Rachel Greszler and James Sherk, “Why It Is Time to Reform Compensation for Federal Employees,” Heritage

Foundation Backgrounder No. 3139, July 27, 2016.

® Congressional Budget Office, “The President’s Proposal to Accrue Retirement Costs for Federal Employees,”

June 2002.
PROPOSAL STATUS
_ ’ NOT
President’s Budget (FY2019) ADDRESSED

House Budget Resolution PARTIALLY

INCLUDED

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED

EXPLANATION

Bases FEHB retirement benefits on length of service and limits
benefits growth to inflation.
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(NO SAVINGS)Y PRESIDENT HOUSE SENATE RSC

Federal Personnel Reform: Eliminate the 25 Percent FEHB
Premium Requirement

The premium structure for the Federal Employees advantageous to them—because 75 percent of the
Health Benefits system drives up total FEHB costs savings goes to the federal government and only 25
by discouraging federal workers from choosing percent accrues to them.

lower-cost plans. Currently, the government con-

tributes up to 72 percent of the weighted average Congress should convert the current maximum
premiums of all health insurance plans in the contribution level to a flat-rate contribution so that
FEHB, but employees must pay at least 25 percent, workers who choose lower-cost plans can keep all of
regardless of the cost of the plan they choose. This the savings. This would increase competition among
reduces federal employees’ incentives to chooseless =~ FEHB plans and over time would reduce the average
expensive health care plans—even if those plans are cost to taxpayers of FEHB coverage.

ADDITIONAL READING
B Rachel Greszler and James Sherk, “Why It Is Time to Reform Compensation for Federal Employees,” Heritage
Foundation Backgrounder No. 3139, July 27, 2016.

B Congressional Budget Office, Reducing the Deficit: Spending and Revenue Options, March 2011.
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PROPOSAL STATUS EXPLANATION

Modifies government contribution rate to FEHB plans based on

President’s Budget (FY2019) INCLUDED plans’ performance.

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Shifts to flat-rate subsidy for FEHB benefits.

Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019 159



LABOR/HHS

$0

(NO SAVINGS)'®

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

Safeguard Private Pension Insurance and Protect Taxpayers

from Private Pension Bailouts

The Pension Benefit Guarantee Corporation’s mul-
tiemployer program faces a shortfall of between $65
billion and $101 billion because a significant portion
of the roughly 1,300 multiemployer (private, union-
run) pension plans that operate across the U.S. are
massively underfunded and have promised $500 bil-
lion more than they have set aside to pay. The PBGC
provides insurance against private pension losses,
but its multiemployer program is itself on track to
run out of money by 2025. If that happens, pension-
ers will experience significant pension losses, and
Congress could pass legislation requiring taxpayers
to bail out the PBGC.

ADDITIONAL READING

Congress should increase multiemployer PBGC pre-
miums and add a variable-rate premium applying to
newly incurred pension liabilities. Congress should
also end its preferential treatment of multiemployer
pension plans and instead subject multiemployer
plans to the same rules that govern other private
pension plans. Additionally, policymakers should
consider implementing rules to minimize pension
losses within plans and to safeguard pensioners
against inviable promises and irresponsible plan
management. These changes would help to guard
against pension losses for workers and retirees who
belong to multiemployer pension plans and protect
taxpayers from the risk of a taxpayer bailout of the
PBGC or multiemployer pension plans.

B Rachel Greszler, “Why Government Loans to Private Union Pensions Would Be Bailouts—and Could Cost Taxpayers
More than Cash Bailouts,” Heritage Foundation Backgrounder No. 3283, February 5, 2018.

B Rachel Greszler, “Bankrupt Pensions and Insolvent Pension Insurance: The Case of Multiemployer Pensions and the
PBGC’s Multiemployer Program,” Heritage Foundation Backgrounder No. 3029, July 30, 2015.

PROPOSAL

STATUS

President’s Budget (FY2019) INCLUDED

NOT

House Budget Resolution ADDRESSED

PARTIALLY

Senate Budget Resolution INCLUDED

INCLUDED

Republican Study Committee

EXPLANATION

Increases PBGC multiemployer program premiums, including
risk-based premiums, by $15.7 billion over 10 years.

Creates “deficit-neutral reserve fund to prevent the taxpayer bailout
of pension plans.”

Increases PBGC premiums to align better with risks and prohibits
federal government from bailing out state, local, or territorial
governments, including unfunded pension liabilities.
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PRESIDENT HOUSE SENATE RSC

Adopt a More Accurate Inflation Index for Social Security

and Other Mandatory Programs

Federal benefits like Social Security grow with the
cost of living to protect the value of benefits from
inflation. Several other parameters of federal benefit
programs are also adjusted for inflation. Currently,
Social Security and several other federal programs
are indexed to the consumer price index to adjust for
inflation. The current CPI is outdated and inaccurate,
and it often overstates the rise in the cost of living.
Under a new measure, benefit increases would more
accurately reflect changes in the cost of living.

ADDITIONAL READING

The chained CPI would correct for the small sample
bias and substitution bias problems that are known
to affect the CPI. Adopting the chained CPI for fed-
eral benefit calculations would protect benefits from
inflation while improving accuracy in cost-of-living
adjustments and saving taxpayers’ money. This pro-
posal saves $2.6 billion in 2019, with savings growing
rapidly over time to $39.1 billion in FY 2027.2°

B Romina Boccia and Rachel Greszler, “Social Security Benefits and the Impact of the Chained CPI,” Heritage

Foundation Backgrounder No. 2799, May 21, 2014.

B Congressional Budget Office, Options for Reducing the Deficit: 2017 to 2026, December 2016.

PROPOSAL STATUS
President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADDE%LSED

INCLUDED

Republican Study Committee

EXPLANATION

Adopts chained CPI throughout government.
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PRESIDENT HOUSE SENATE RSC

Reduce Fraud and Marriage Penalties in the Earned Income Tax
Credit and Additional Child Tax Credit

The EITC and ACTC provide refundable tax credits
to low-income households. They are designed to
promote work but are plagued with fraud. Other
problems with the EITC and ACTC include benefits
intended for parents going to non-parents, some
EITC and ACTC recipients receiving excessive
multi-tier means-tested welfare benefits that are
not available to other similar low-income recipients,
and discrimination against married couples.

ADDITIONAL READING

These problems can be addressed by requiring the
IRS to verify income tax returns before issuing re-
fundable tax credits, allowing only parents with le-
gal custody of a child to claim benefits, not allowing
families who receive subsidized housing assistance
toreceive EITC and ACTC benefits as well, and end-
ing marriage penalties. In addition, the EITC could
be expanded for married couples to help decrease
marriage penalties that exist across the rest of the
government means-tested welfare system.

B Robert Rector and Jamie Bryan Hall, “Reforming the Earned Income Tax Credit and Additional Child Tax Credit
to End Waste, Fraud, and Abuse and Strengthen Marriage,” Heritage Foundation Backgrounder No. 3162,

November 16, 2016.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Requires valid-for-work Social Security number to claim EITC or
child tax credit.

Requires verification of income before EITC benefits are paid and
uses resulting savings to eliminate marriage penalties. Includes SSN
proposal from President’s Budget.

Supports better IRS verification of income, eliminates EITC marriage
penalties, and prohibits payment of EITC benefits to illegal
immigrants.
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PRESIDENT HOUSE SENATE RSC

Return Control and Fiscal Responsibility
for Low-Income Housing to the States

The federal government currently pays over 90 per-
cent of the cost of subsidized housing for poor and
low-income persons. In FY 2017, the cost was more
than $40 billion. Housing needs, availability, and
costs vary significantly across states and localities,
as does the level of needed and available assistance.
Instead of merely perpetuating federally funded
programs that often provide substantial benefits for
some while leaving others in similar circumstances
with nothing, the federal government should begin
to transfer responsibility for the administration
and costs of low-income housing programs to the
states, which are better equipped to assess and meet

ADDITIONAL READING

the needs of their unique populations. The fiscal
responsibility of paying for their housing programs
will give them the incentive to run these programs
much more efficiently and effectively.

Federal funding for means-tested housing programs
should be phased out at arate of 10 percent per year,
reaching zero funding at the end of a decade. Each
state should be allowed to determine how and to
what extent it replaces federal housing programs
with alternative programs designed and funded by
state and local authorities.

B Robert Rector and Rachel Sheffield, “Setting Priorities for Welfare Reform,” Heritage Foundation /ssue Brief

No. 4520, February 24, 2016.

B Rachel Sheffield, “Welfare Reform and Upward Mobility Act Can Restart Welfare Reform,” Heritage Foundation

Issue Brief No. 4619, October 28, 2016.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

House Budget Resolution REJECTED
. NOT
Senate Budget Resolution ADDRESSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Eliminates Home Investment Partnership Program and reduces
federal funding for rental assistance programs. Supports giving
state and local governments more control of housing programs.

Block grants all HUD discretionary housing assistance programs.

Eliminates HOME program and reduces funding for Public Housing
Capital and Operating Funds.
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PRESIDENT HOUSE SENATE RSC

Eliminate Supplemental Security Income Benefits

for Disabled Children

The original intent of SSI was to provide cash
assistance to adults who are unable to support
themselves because of a disability and to the low-in-
come elderly, but SSI also provides cash assistance
to households with children who are functionally
disabled and who come from low-income homes.
Today, about 15 percent of SSI recipients are chil-
dren. SSI should be reformed to serve its originally
intended population by ending SSI for children.

ADDITIONAL READING

Low-income parents with a disabled child are
eligible for cash assistance from the Temporary
Assistance for Needy Families program, as well as
for benefits from various other means-tested wel-
fare programs such as Medicaid and food stamps.
Parents of children who are no longer receiving SSI
cash benefits would continue to be eligible for these
other means-tested welfare programs. Any medical
expenses arising from a child’s disability that are
not covered by another program, such as Medicaid,
should be provided by SSI.

B Robert Rector and Romina Boccia, “How the ABLE Act Would Expand the Welfare State,” Heritage Foundation

Backgrounder No. 2972, November 10, 2014.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
House Budget Resolution REJECTED
Senate Budget Resolution ADD’;gLSED
Republican Study Committee ADD’;(I;;SED

EXPLANATION

Creates a sliding scale for benefits received by additional recipients
in multi-recipient SSI families, with children still eligible for SSI
benefits.

Creates a sliding scale for benefits received by children in the same
households, with children still eligible for SSI benefits.
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PRESIDENT HOUSE SENATE RSC

Strengthen Work Requirements in the Temporary Assistance

for Needy Families Program

Today, the majority of work-eligible TANF recipi-
ents (an average of 54.7 percent across the states)
are idle, neither working nor preparing for work.
Part of the reason for this is that states are taking
advantage of loopholes that allow them to fulfill
the work requirement without actually having

to move recipients into work activity. The main
reason, however, is that the work-participation rate
is too low. Only 50 percent of able-bodied adults
are required to participate in work activities, which
means that the other 50 percent of the caseload
can be completely idle and the state is still fulfilling
the requirement.

ADDITIONAL READING

Moreover, among the half of TANF recipients that
fulfill the work requirements, most are simply
working part time. State welfare bureaucracies

have generally done little if anything to promote
this employment but still take the credit. TANF’s
work requirement should be strengthened so that
75 percent of a state’s non-employed TANF caseload
is participating in work activities for 20 hours to 30
hours per week.

B Robert Rector and Rachel Sheffield, “Setting Priorities for Welfare Reform,” Heritage Foundation /ssue Brief

No. 4520, February 24, 2016.

B Rachel Sheffield, “Welfare Reform and Upward Mobility Act Can Restart Welfare Reform,” Heritage Foundation

Issue Brief No. 4619, October 28, 2016.

PROPOSAL STATUS
_ , NOT
President’s Budget (FY2019) ADDRESSED

INCLUDED

House Budget Resolution

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED

EXPLANATION

Supports “reforms to strengthen TANF work requirements so States
will engage more recipients in activities leading to self-sufficiency.”
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PRESIDENT HOUSE SENATE RSC

Sunset Head Start to Make Way for Better State

and Local Alternatives
In addition to its questionable status as a federal Low-income families should not have to depend on
government function under the Constitution, Head distant, ineffective federal preschool programs.

Start has failed to live up to its stated mission of
improving kindergarten readiness for children from Congress should sunset the federal Head Start pro-

low-income families. In December 2012, the Depart-  gram over a period of 10 years to give states time to
ment of Health and Human Services, which admin- determine whether they need to provide additional
isters Head Start, released a scientifically rigorous state funding to subsidize day care for low-income
evaluation of more than 5,000 participating chil- families. Congress should begin by reducing Head
dren. It found that Head Start had little tonoimpact  Start funding by 10 percent in FY 2019. Ultimately,
on the cognitive skills, social-emotional well-be- Head Start would be completely phased out by 2028.

ing, health, or parenting practices of participants.

ADDITIONAL READING

B | indsey M. Burke and David B. Muhlhausen, “Head Start Impact Evaluation Report Finally Released,” Heritage
Foundation /ssue Brief No. 3823, January 10, 2013.

B David B. Muhlhausen, “The Head Start CARES Demonstration: Another Failed Federal Early Childhood Education
Program,” Heritage Foundation Backgrounder No. 3040, August 6, 2015.

PROPOSAL

President’s Budget (FY2019)

House Budget Resolution

Senate Budget Resolution

Republican Study Committee

STATUS EXPLANATION

REJECTED Increases Head Start funding by $85 million over 2018 levels.

NOT
ADDRESSED

NOT
ADDRESSED

Supports proposal by Representative Jim Banks (R-IN) to block
grant Head Start funding to the states and let dollars follow children
to preschool providers of choice.

PARTIALLY

INCLUDED
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PRESIDENT HOUSE SENATE RSC

Eliminate Competitive and Project Grant Programs
and Reduce Spending on Formula Grants

If the federal government is going to continue to
spend tax dollars on the quintessentially state and
local function of education, federal policymakers
should limit and better target education spending

by streamlining the labyrinth of federal education
programs. Federal competitive grant programs
authorized under the Elementary and Secondary
Education Act should be eliminated, as they are
ineffective and inappropriate at the federal level, and
federal spending should be reduced to reflect remain-
ing formula programs authorized under Title I of the
ESEA and the handful of other programs that do not
fall under the competitive/project grant category.
Remaining programs managed by the Department of
Education, such as large formula grant programs for
K-12 education, should be reduced by 10 percent.

ADDITIONAL READING

Since the 1970s, inflation-adjusted per pupil fed-
eral education spending has more than doubled.
The Every Student Succeeds Act alone authorizes
dozens of competitive and formula grant programs,
many of them redundant and ineffective. Federal
education programs have failed to improve K-12
education nationally and have levied a tremendous
bureaucratic compliance burden on states and

local school districts. To ensure that state and local
school leaders’ focus is oriented toward meeting the
needs of students and parents rather than satisfying
federal bureaucrats, program count and associated
federal spending should be curtailed.

B | indsey M. Burke, “How the A-PLUS Act Can Rein in the Government’s Education Power Grab,” Heritage

Foundation Backgrounder No. 2858, November 14, 2013.

B | indsey M. Burke, “Reducing the Federal Footprint on Education and Empowering State and Local Leaders,”

Heritage Foundation Backgrounder No. 2565, June 2, 2011.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

EXPLANATION

Reduces K-12 education spending by 5 percent. Eliminates Title Il
teacher grants and 21st Century Community Learning Centers.
Streamlines or eliminates 39 discretionary education programs.
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INCREASE IN BILLIONS??
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PRESIDENT HOUSE SENATE RSC

Decouple Federal Student Aid from Accreditation

The federal government’s involvement in the
accreditation process restricts the flourishing of
innovation in higher education. The current pro-
cess in which accreditors serve as gatekeepers of
federal student aid dollars also does very little to
ensure that students are getting a quality education
that has application in the marketplace. Decoupling
federal financing from the accreditation process
and allowing states to recognize their own accred-
itors would bring needed reform and flexibility to
the system.

ADDITIONAL READING

Additionally, students should be granted flexibility
with their federal student aid to pursue individual
courses that serve their needs rather than being
limited to enrolling in a costly and often inefficient
degree program. A reformed accreditation process
could provide this needed flexibility for students.
This proposal was included in the Higher Education
Reform and Opportunity Act, introduced by Repre-
sentative Ron DeSantis (R-FL) and Senator Mike
Lee (R-UT).

B Jamie Bryan Hall and Mary Clare Reim, “Time to Reform Higher Education Financing and Accreditation,” Heritage

Foundation /ssue Brief No. 4668, March 28, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADDE%LSED

INCLUDED

Republican Study Committee

EXPLANATION

Decouples federal financing from accreditation through HERO
proposal.
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SAVINGS IN BILLIONS®® PRESIDENT HOUSE SENATE RSC

Eliminate the PLUS Loan Program

The PLUS Loan program, which allows parents of The PLUS Loan program, however, should be elim-
undergraduate students and graduate students to inated. Graduate students currently have access to
borrow from the federal government up to the full the Stafford Loan program, and the federal govern-
cost of attendance at a university, is an egregious ment should eliminate parent borrowing altogether
driver of tuition inflation. Evidence suggests that as this encourages family debt. Ultimately, elimi-
virtually unrestricted access to federal student aid nating the PLUS Loan program will put downward
leads to tuition inflation. To bring down college pressure on tuition prices and create space for
costs and reduce dependence on federal student private lenders to enter the student loan market.

aid programs to finance higher education, policy-
makers should place strict lending caps on federal
student aid.

ADDITIONAL READING

B Mary Clare Amselem: “The Case for Private Student Loans,” Heritage Foundation Commentary, May 23, 2017.

B Mary Clare Amselem, “Seven Essential Policies for a Higher Education Act Reauthorization,” Heritage Foundation
Issue Brief No. 4767, September 22, 2017.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED
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SAVINGS IN BILLIONS??
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Place Strict Lending Caps on All Federal Aid Programs

Unrestricted access to federal student aid has been
a significant contributor to the skyrocketing cost of
higher education. Additionally, the federal gov-
ernment originates 90 percent of all student loans,
crowding out private lenders and leaving taxpayers
on the hook for defaults. To drive down college costs
and insulate taxpayers from high levels of student
debt, policymakers should place strict borrowing
caps on federal student loans. This policy would
encourage colleges to offer competitive prices to

ADDITIONAL READING

students and allow the private lending market to
emerge and offer more options to students.

The Higher Education Reform and Opportunity Act
introduced by Representative Ron DeSantis (R-FL)
and Senator Mike Lee (R-UT) proposes a lending
cap of $30,000 for undergraduate students and
$40,000 for graduate students. These caps represent
sound higher education policy that would protect
students and taxpayers alike.

B Mary Clare Amselem, “Soaring Student Debt Costs Us All,” Heritage Foundation Commentary, August 18, 2017.
B Mary Clare Amselem, “The Case for Private Student Loans,” Heritage Foundation Commentary, May 23, 2017.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Eliminates public service loan forgiveness and subsidized student
loans.

Suggests use of fair-value accounting and eliminates in-school
interest subsidy. Ends public service loan forgiveness.

Suggests use of fair-value accounting to get a truer sense of
student loan costs.

Eliminates mandatory Pell Grant add-on and in-school interest
subsidy.
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Eliminate All Time-Based and Occupation-Based Loan Forgiveness

Americans are now struggling under $1.4 trillion in
student loan debt. Unfortunately, when students
cannot afford to pay off their student loans, Ameri-
can taxpayers end up with that bill because of feder-
al loan forgiveness policies and borrower defaults.
Students who take out federal loans can have their
loans forgiven after 20 years of payments, and the
loans of public service employees are forgiven after
just 10 years under current law. The Congressional
Budget Office estimates that loan forgiveness will
cost American taxpayers, the majority of whom do
not hold bachelor’s degrees, a total of $108 billion
over the next 10 years.

ADDITIONAL READING

Not only does loan forgiveness transfer large
amounts of student debt onto the backs of tax-
payers, but it encourages excessive borrowing on
the part of students, confident that after a certain
number of years their loans will be eliminated. The
PROSPER Act, which reauthorizes the Higher Edu-
cation Act of 1965, proposes the elimination of loan
forgiveness. To restore fiscal responsibility to higher
education and insulate taxpayers from outstanding
student loan debt, policymakers should eliminate
loan forgiveness.

B Mary Clare Amselem, “Time for a Time-Out on Wasteful Federal Student Loan Programs,” Heritage Foundation

Commentary, October 10, 2017.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

Senate Budget Resolution NOT

Republican Study Committee PARTIALLY

INCLUDED

ADDRESSED

EXPLANATION

Eliminates public service loan forgiveness.

Ends public service loan forgiveness.

Eliminates in-school interest subsidy.
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$0

(NO SAVINGS)™ PRESIDENT HOUSE SENATE RSC

Rescind “Gainful Employment” Regulations on
For-Profit Higher Education Institutions

The Higher Education Act stipulates that to be eli- choose a for-profit institution because of its flexibil-
gible for federal student aid, colleges must prepare ity and affordability.

students for “gainful employment in a recognized

occupation.” The U.S. Department of Education The Trump Administration should enable private
aggressively promulgated rules concerning gainful for-profit and vocational colleges to continue to
employment during the Obama Administration,and  serve students who have been historically under-
gainful employment regulations primarily affecting served by traditional universities by repealing the
for-profit institutions went into effect on July 1, gainful employment regulations that took effect on

2015. In particular, these regulations could limit op- July 1, 2015.
portunities for non-traditional students, who may

ADDITIONAL READING

B |indsey M. Burke, “Reauthorizing the Higher Education Act—Toward Policies that Increase Access and Lower
Costs,” Heritage Foundation Backgrounder No. 2941, August 19, 2014.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED
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PRESIDENT HOUSE SENATE RSC

Require the Use of Fair-Value Accounting

In order for taxpayers to have a clear understanding
of the costs of federal higher education subsidies,
policymakers should direct the Department of
Education to use fair-value accounting. Fair-value
accounting estimates take market risk into account
and more accurately reflect the true costs of fed-
eral higher education subsidies for student loans.
Without fair-value accounting, it is difficult to know
whether federal loan programs are using non-subsi-
dizing interest rates, which they should use so that
the loans can break even.

ADDITIONAL READING

Absent fair-value accounting, it is impossible to
know the extent to which student loan programs
are providing a subsidy to borrowers. Congress
should require the Department of Education to use
fair-value accounting estimates calculated by the
Congressional Budget Office and adjust loan rates
accordingly on a yearly basis.

B |indsey M. Burke, “Federal Student Loans Cost Taxpayers Money,” The Daily Signal, June 24, 2013.

B Lindsey M. Burke, “Student Loan Servicing: The Borrower’s Experience,” testimony before the Subcommittee on
Financial Institutions and Consumer Protection, Committee on Banking, Housing, and Urban Affairs, U.S. Senate,

June 4, 2014.
PROPOSAL STATUS
_ , NOT
President’s Budget (FY2019) ADDRESSED

House Budget Resolution INCLUDED

INCLUDED

Senate Budget Resolution

NOT

Republican Study Committee ADDRESSED

EXPLANATION

Suggests use of fair-value accounting to get a truer sense of student
loan costs.

Suggests use of fair-value accounting to get a truer sense of
student loan costs.
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PRESIDENT HOUSE SENATE RSC

Privatize the Corporation for Public Broadcasting

The CPB was created in 1967 at a time when U.S.
households faced very limited broadcasting options.
Since then, technology has grown, and media sourc-
es for accessing news and broadcasting have greatly
increased. The CPB requested $445 million in feder-
al appropriations in FY 2019.%*

Without federal funding from the CPB, services
such as the Public Broadcasting Service and Nation-
al Public Radio would operate as any other news or
broadcasting source in the private sector operates.
Both organizations could seek to make up the lost

ADDITIONAL READING

funding by increasing revenues from corporate
sponsors, foundations, and members. NPR states
that it receives only 5 percent of its overall funding
from federal, state, and local governments.*® Many
nonprofits manage to stay in business without
receiving federal funding by being creative and
reacting to market fluctuations. Public broadcasters
should be no exception. NPR and PBS should find
new sponsors, create new shows, and find alterna-
tive ways to generate viewership without receiving
taxpayer funding,.

B Emily Goff, “Why Big Bird’s Federal Subsidies Need to Go,” The Daily Signal, October 14, 2012.

B Public Broadcasting Service and Subsidiaries, “Consolidated Financial Statements and Independent Auditor’s
Report, Years Ended June 30, 2014 and 2013,” October 30, 2014.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Eliminates CPB and provides $15 million in 2019 to facilitate
transition from federal funding.

Recommends private-sector funding for CPB and other cultural
agencies.

Eliminates CPB.
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PRESIDENT HOUSE SENATE RSC

Eliminate the Corporation for National and Community Service

The CNCS is a federal agency that aims to promote
public service and support civil society institutions.
It operates four main programs—AmeriCorps,
Senior Corps, the Social Innovation Fund, and

the Volunteer Generation Fund—as well as other
public-service-oriented programs. These programs
are funded by federal dollars, in-kind donations, and
public-private partnerships. Civil society is critical
to a strong and prosperous United States, but it is
not the proper role of the federal government to
intervene in this sector. Americans already give to
charity and volunteer their time. In 2016, according
to the Charities Aid Foundation World Giving Index,
63 percent of Americans donated money to charity,
and 44 percent spent time volunteering.*

ADDITIONAL READING

Charitable giving is an individual choice, and Amer-
icans should be free to choose whether they want
to give their time and money to charities, which
charities they want to support, and how much they
want to give. The CNCS takes this choice away
from individuals and forces taxpayers to subsidize
particular charities chosen by the government.
Funding for the CNCS should be eliminated. If the
hand-picked charities included in the CNCS provide
valuable services that Americans deem worthy of
their time and money, those charities will have the
opportunity to maintain their operations through
private donations in the same way that other chari-
table organizations receive their funds.

B Matthew Spalding, “Principles and Reforms for Citizen Service,” Heritage Foundation Backgrounder No. 1642,

April 1, 2003.

B Patrick Knudsen, “Tight Budget? Congress Can Save $42 Billion by Eliminating Bad Government Programs,”
Heritage Foundation Backgrounder No. 2837, August 29, 2013.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION
Eliminates CNCS and provides $123 million in 2019 for orderly

shutdown.

Eliminates CNCS.

Eliminates CNCS.
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PRESIDENT HOUSE SENATE RSC

Eliminate Funding for the Institute of Museum and Library Services

The IMLS is an independent agency that admin-
isters federal funds to libraries and museums. In
2018, Congress appropriated $240 million for the
agency. Most funding supports state grants ad-
ministered through State Library Administrative
Agencies.* The largest grants are from the Grants
to States program, which uses a population formu-
la to disperse federal funding across all states and
the District of Columbia.*® The agency also admin-
isters smaller grants such as the Laura Bush 21st
Century Librarian Program, which funds librarian

ADDITIONAL READING

workforce development, and STEMeX grants, which
support STEM research for library use. The IMLS
also supports special and tribal libraries, as well as
various museums.

Itis not the proper role of the federal government
to give grants to libraries and museums when these
institutions are already being funded at the state
and local levels. The federal government should de-
volve funding decisions for these institutions back
to states and localities.

B Sven Larsen, “Federal Funds and State Fiscal Independence,” Heritage Foundation Backgrounder No. 2136,

May 15, 2008.

® Patrick Knudsen, “Tight Budget? Congress Can Save $42 Billion by Eliminating Bad Government Programs,”
Heritage Foundation Backgrounder No. 2837, August 29, 2013.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Eliminates IMLS and provides $23 million in 2019 to close existing
programs.

State and local governments and private sector should fund
museums and libraries.

Eliminates IMLS.
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PRESIDENT HOUSE SENATE RSC

Reduce Funding for the Department of Education’s

Office for Civil Rights

The OCR is tasked with ensuring equal access to
education and enforcing civil rights laws. In recent
years, the department has abused its power by inter-
preting “sex” to mean “gender identity,” essentially
rewriting the law to require access to intimate facil-
ities, dorms, and sports programs for students based
on self-declared gender identity rather than biolo-
gy.*? Furthermore, the department has violated the
principles of due process by requiring an unfairly
low burden of proof for adjudicating claims of sexual

ADDITIONAL READING

harassment or assault and making it exceedingly
difficult for the accused to defend themselves.*

The Trump Administration has taken steps to
correct the previous Administration’s actions that
undermined the rule of law by rescinding the gender
identity** and sexual assault* school policies. The
OCR budget should be significantly cut so that
schools can make policies that will best serve all
members of their communities.

B Ryan T. Anderson, “Obama Unilaterally Rewrites Law, Imposes Transgender Policy on Nation’s Schools,” The Daily

Signal, May 13, 2016.

B Hans von Spakovsky, “Campus Sexual Assault: Understanding the Problem and How to Fix It,” Heritage Foundation

Legal Memorandum No. 211, July 25, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION

Funding remains at relatively the same levels.
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PRESIDENT HOUSE SENATE RSC

Repeal the Affordable Care Act’s Enhanced
Federal Funding for Medicaid Expansion

The ACA provides the option for states to expand
Medicaid eligibility to all individuals earning less
than 138 percent of the federal poverty level. The
Congressional Budget Office projects that the ex-
pansion increases Medicaid and Children’s Health
Insurance Program costs by $847 billion between
2016 and 2025.*” For the expansion population,
which consists mostly of childless, able-bodied
adults, the federal government reimburses states at
no less than 90 percent. However, for the traditional

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

Medicaid population, which consists of the disabled,
elderly, children, and parents, the federal govern-
ment reimburses states at much lower levels, rang-
ing from 50 percent to 75 percent.*

Repealing the ACA’s enhanced federal funding for
Medicaid expansion would end the inequitable
treatment among populations and end the incentive
for states to divert limited taxpayer resources from
their most vulnerable populations.

EXPLANATION

Endorses repeal-and-replace model that assumes change in
enhanced match rate as part of larger Medicaid funding reforms.

Includes reforms that assume change in enhanced match rate as
part of larger Medicaid funding reforms.

Assumes change in enhanced match rate as part of larger Medicaid
funding reforms.
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PRESIDENT HOUSE SENATE RSC

Disaggregate Medicaid Spending by Population Category
and Put Federal Medicaid on a Budget

The Medicaid program is on an unsustainable path
with respect to enrollment as well as cost. Total
annual Medicaid spending rose from $316 billion

in 2005 to $496.3 billion in 2014 and is projected to
increase even further over the next decade, reaching
$920.5 billion annually in 2024.5° Average enroll-
ment has also surged, increasing from 46.3 million
enrollees in 2005 to 64 million in 2014, and is pro-
jected to hit 77.5 million in 2024.%

PROPOSAL STATUS

INCLUDED

President’s Budget (FY2019)

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

Congress should separate Medicaid enrollees into
four distinct categories—children and able-bodied
adults, the disabled, low-income Medicare ben-
eficiaries, and long-term care beneficiaries—and
finance each category independently within an
aggregate federal spending cap. This change would
put Medicaid spending on a more predictable fiscal
path and allow different policy and financing ar-
rangements to meet the diverse needs of each group
more effectively.

EXPLANATION

Endorses repeal-and-replace model that reforms federal financing
of Medicaid and puts federal Medicaid on a budget.

Reforms federal financing of Medicaid and puts federal Medicaid on
a budget.

Reforms financing of Medicaid and puts federal Medicaid on a
budget.
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SAVINGS IN BILLIONS®?

End Provider Taxes in Medicaid

Some states employ provider tax schemes that
consist of increasing their Medicaid reimburse-
ment rate for providers but then “taxing back” a
portion of that increased payment. Because federal
match rates are based on total payment amounts,
the effect of this state policy is to increase federal
reimbursement beyond the level the state would
receive absent the provider tax. Today, states are

PROPOSAL STATUS
President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADDE%LSED

Republican Study Committee

INCLUDED

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

limited to using no more than 6 percent of provider
tax revenues.

Congress should either eliminate this threshold
altogether or further reduce the threshold. This pol-

icy would stop “state gaming” of and bring greater
transparency to the financing of Medicaid.

EXPLANATION

Ends budgeting gimmicks like provider taxes.
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Convert the Cadillac Tax to a Cap
on Employer-Sponsored Health Benefits

Unlike other forms of employee compensation, the excise tax on high-cost plans,** Congress should
current tax treatment of employer-based health cap the amount that could be sheltered on a pre-tax
care provides an unlimited tax benefit to those who basis. This change would bring health care benefits
receive coverage through their employer by exclud- in line with other employee benefits, such as retire-
ing the value of this benefit from workers’ taxable ment savings, and discourage overinsurance.

income. Rather than applying the ACA’s 40 percent

ADDITIONAL READING

B Edmund Haislmaier, Robert E. Moffit, and Alyene Senger, “Fairness in the Federal Tax Treatment of Health
Insurance: The Linchpin of Real Reform, Heritage Foundation /ssue Brief No. 4659, February 24, 2017.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED
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$5.9

SAVINGS IN BILLIONS®® PRESIDENT HOUSE SENATE RSC

Unify Medicare Physician and Hospital Programs

The Medicare program is divided into four pro- Medicare’s cost-sharing with one premium, one
grams: Part A (hospitalization), Part B (physician deductible, uniform cost-sharing, and a catastrophic
services), Part C (comprehensive private Medicare limit. These changes would eliminate Medicare’s
Advantage plans), and Part D (prescription drug outdated structure by integrating hospital and
coverage). Congress should combine Medicare physician services and providing true insurance for
Parts A and B into a single plan and streamline catastrophic costs.

ADDITIONAL READING

B Robert E. Moffit, “Medicare’s Next 50 Years: Preserving the Program for Future Retirees,” Heritage Foundation
Special Report No. 185, July 29, 2016.

B Robert E. Moffit and Alyene Senger, “Medicare’s Outdated Structure—and the Urgent Need for Reform,” Heritage
Foundation Backgrounder No. 2777, March 22, 2013.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADDE%LSED

House Budget Resolution INCLUDED Endorses recommendation.

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Endorses recommendation.
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SAVINGS IN BILLIONS®®

Update Medicare Premiums

In 1966, Medicare beneficiaries were required to
contribute 50 percent toward the premium for
Medicare Part B (physician services). Over time,
this amount has decreased to 25 percent, leaving
taxpayers to fund the remaining 75 percent. The
same is true in Medicare Part D (prescription drug
coverage). Congress should slow down this trend of
shifting costs to taxpayers by gradually raising the
beneficiary premium obligation from 25 percent to
35 percent.

Annual hospital insurance costs will exceed total
income by 2023 and will continue to do so until the

ADDITIONAL READING

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

program’s projected insolvency in 2029.5” Congress
should add a temporary Part A premium in years
with projected deficits. The annual supplemental
premium would be flexible, rising or falling to cover
the projected deficit, and the amount could be based
on a beneficiary’s income.

Currently, there is no cost-sharing requirement for
beneficiaries who use home health services. Con-
gress should add a modest copayment to the cost of
each home health episode to incentivize proper use
of the benefit.

B Robert E. Moffit and Rea S. Hederman Jr., “Medicare Savings: 5 Steps to a Down Payment on Structural Reform,”

Heritage Foundation /ssue Brief No. 3908, April 11, 2013.

PROPOSAL STATUS
President’s Budget (FY2019) AD D,\FlegLSED
House Budget Resolution AD DI;CEESED
Senate Budget Resolution ADD,\FIQgLSED

Republican Study Committee PARTIALLY

INCLUDED

EXPLANATION

Endorses specific and gradual Part B and Part D premium increases
but does not include proposed temporary Part A premium or
cost-sharing for home health care.
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SAVINGS IN BILLIONS®® PRESIDENT HOUSE SENATE RSC

Expand the Current Threshold for Medicare Income-
Related Subsidies

Today, seniors with an annual income in excess of Adopting this initial income threshold would
$85,000 (couples with an annual income in excess increase the number of Medicare recipients who

of $170,000) pay higher Part B and Part D premiums pay higher premiums to approximately 10 percent
that range from 35 percent to 80 percent of total of the total Medicare population, and the wealthiest
Medicare premium costs. These recipients account among them (about 3 percent) would pay their own
for just 6 percent of the total Medicare population. way entirely. This change would ensure that limit-
Congress should reset these income thresholds and ed taxpayer resources are distributed more evenly
require seniors with an annual income in excess of based on income and would focus subsidies on those
$55,000 (couples with an annual income in ex- who need them most.

cess of $110,000) to start paying higher premiums.

ADDITIONAL READING

B Robert E. Moffit and Rea S. Hederman Jr., “Medicare Savings: 5 Steps to a Down Payment on Structural Reform,”
Heritage Foundation /ssue Brief No. 3908, April 11, 2013.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD,\IigLSED

PARTIALLY Endorses general policy but proposes higher income threshold to

House Budget Resolution INCLUDED trigger premium increases for wealthy recipients.

NOT

Senate Budget Resolution ADDRESSED

PARTIALLY Endorses general policy but is silent on specific income thresholds to

Republican Study Committee INCLUDED trigger higher premium payments for wealthy recipients.
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$23

SAVINGS IN BILLIONS® PRESIDENT HOUSE SENATE RSC

Harmonize Medicare’s Age of Eligibility
with Social Security’s Age of Eligibility

The average life expectancy has increased greatly years by 2015 and is projected to reach 80.7 years in
since Medicare was created, but the program’s age of =~ 2030. Congress should gradually increase the age
eligibility has remained the same. When Medicare of eligibility for Medicare benefits both to reflect
was enacted in 1965, the law set eligibility in line today’s life expectancy more accurately and to align
with Social Security’s age of eligibility: 65 years. In Medicare eligibility more closely with changes al-
1965, the average American’s life expectancy was ready enacted to raise the normal retirement age for
70.2 years. Average life expectancy reached 79.4 Social Security.

ADDITIONAL READING
B Robert E. Moffit and Rea S. Hederman Jr., “Medicare Savings: 5 Steps to a Down Payment on Structural Reform,”
Heritage Foundation /ssue Brief No. 3908, April 11, 2013.
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PROPOSAL STATUS EXPLANATION

NOT
ADDRESSED

President’s Budget (FY2019)

House Budget Resolution INCLUDED Endorses recommendation.

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED Endorses recommendation.
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$2.3

SAVINGS IN BILLIONS® PRESIDENT HOUSE SENATE RSC

Modify Medicare Advantage Payment System
with a Competitive, Market-Based System

Medicare Advantage offers seniors comprehensive traditional Medicare rates. Congress should detach
Medicare coverage through private health plans the Medicare Advantage (Part C) payment system
as an alternative to traditional Medicare. Over a from spending in traditional Medicare and replace
third of all seniors have chosen this arrangement it with a new benchmark payment that is based on
for Medicare. Today, payments for these arrange- bids submitted by regional competing private health
ments are linked to the traditional Parts A and B, plans to provide traditional Medicare benefits.

and private plan bids have routinely come in below

ADDITIONAL READING

B Alyene Senger and Robert E. Moffit, “Medicare Advantage Under the ACA: Replace Payment Cuts with Market-
Based Reforms,” Heritage Foundation Backgrounder No. 3020, May 28, 2015.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED
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PRESIDENT HOUSE SENATE RSC

Transform the Entire Medicare Program
into a Defined-Contribution (Premium-Support) Program

Today, the vast majority of Medicare beneficiaries
are already enrolled in popular and successful
defined-contribution programs either for their
coverage of prescription drugs (under Medicare
Part D) or as a result of their enrollment in com-
prehensive private health plans (under Medicare
Part C). This proposal would extend that financing
arrangement to traditional Medicare and compel
it to compete on a level playing field with all other
private plans. Under this proposal, all competing
plans, including traditional Medicare, would be re-
quired to offer a health benefits package consisting

ADDITIONAL READING

of the standard benefits of Parts A, B, and D, plus
catastrophic coverage.

In examining this proposal, the Congressional Bud-
get Office found that private plans could deliver the
same level of benefits at a lower price than tradi-
tional Medicare can and estimated the wide range
of savings.®® The proposal offers many advantages:
expanded personal choice, clarity in pricing, and
transparency in performance. Intense competition
among plans and providers would enhance account-
ability to patients and control costs.%

B Robert E. Moffit, “The Second State of Medicare Reform: Moving to a Premium-Support Program,” Heritage

Foundation Backgrounder No. 2626, November 28, 2011.

B Robert E. Moffit and Rea S. Hederman, Jr., “CBO Confirms: Medicare Premium Support Means Savings for
Taxpayers and Seniors,” Heritage Foundation Backgrounder No. 2878, February 3, 2014,

PROPOSAL STATUS
_ , NOT
President’s Budget (FY2019) ADDRESSED

House Budget Resolution

Senate Budget Resolution NOT

Republican Study Committee

INCLUDED

ADDRESSED

INCLUDED

EXPLANATION

Endorses reform based on defined-contribution financing.

Endorses reform based on defined-contribution financing.
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Policy Riders

Strengthen the TANF program’s work requirements. The majority of work-eligible TANF recipients (an
average of 54.7 percent across the states) are idle, neither working nor preparing for work.®* Part of the reason
for this is that states are taking advantage of loopholes that allow them to fulfill the work requirement without
actually having to move recipients into work activity. The main reason, however, is that the work-participation
rate is too low. Only 50 percent of able-bodied adults are required to participate in work activities, which means
that the other 50 percent of the caseload can be completely idle and the state is still fulfilling the requirement.
Moreover, among the half of TANF recipients that fulfill the work requirements, most are working part time.
State welfare bureaucracies have generally done little if anything to promote this employment but still take

the credit. Congress should strengthen TANF’s work requirement so that 75 percent of a state’s non-employed
TANF caseload is participating in work activities for 20 hours to 30 hours per week.®

Protect freedom of conscience in health care. Congress should maintain all existing pro-life policy
riders that prevent federal funding from being entangled with the provision, coverage, or advocacy of
abortion, whether in the U.S. or abroad. In addition, Congress should codify prohibitions on government
agencies and federally funded programs that discriminate against health care providers, organizations,

and health insurance plans because they do not perform, pay for, refer, or provide coverage for abortions.
Congress should also allow victim-of-conscience violations to be vindicated in court.®® The need to codify
these protections and give victims a better path to relief is urgent. In August 2014, the California Department
of Managed Health Care mandated that almost every health plan in the state must include coverage of
elective abortions, including plans offered by religious organizations, religious schools, and even churches.
Complaints to HHS about the state’s mandate were dismissed by the Office for Civil Rights after nearly two
years of investigation.®” Policymakers should not wait for more assaults on conscience before protecting the
freedom of every American to provide, find, or offer health care and health insurance coverage that aligns
with his or her values.

Redirect funding from Planned Parenthood to health centers that are not entangled with abortion
services. Taxpayer dollars should not be used to fund elective abortion providers such as the Planned
Parenthood Federation of America and its affiliates. The need to end such funding has become even more
acute in light of serious and disturbing press coverage of PPFA representatives discussing the sale of body
parts of aborted infants. No federal funds should go to the PPFA or any of its affiliates or health centers.
Under the recommendation, disqualifying Planned Parenthood affiliates and other abortion providers from
receiving Title X family planning grants, Medicaid reimbursements, and other grants and contracts would
not reduce the overall funding for women’s health care: The funds currently flowing to Planned Parenthood
affiliates and other abortion providers would be shifted to programs that offer comprehensive health care
without entanglement in abortion on demand.

Transition Impact Aid into education savings accounts for military families. Although many aspects
of military life have been modernized over the past century, the way in which the federal government
supports the education of federally connected children has failed to keep pace with new education delivery
models. Children of military families continue to be assigned to schools that may or may not meet their
learning needs, consigning them to nearby district schools that are closest to their parents’ duty station.
Washington then provides taxpayer funding to district schools through a federal program called Impact
Aid. Instead of filtering the $1.3 billion in federal Impact Aid funding to district schools and then assigning
students to those schools based on where their parents are stationed, Impact Aid dollars should be directed
to eligible students. All Impact Aid dollars for military-connected children in heavily impacted districts
and all funding for children living on base in districts that are not heavily impacted should go directly into
a parent-controlled ESA that the family could use to pay for any education-related service, product, or
provider that meets the specific needs of their children.
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ENDNOTES

1.

Savings of $1.719 billion for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations Act, 2018,
Public Law 115-141, 115th Cong., https://www.congress.gov/115/bills/hr1625/BILLS-115hr1625enr.pdf (accessed May 15, 2018). Heritage experts
assume that FY 2018 spending remains constant in FY 2019.

Peter Z. Schochet, Sheena McConnell, and John Burghardt, National Job Corps Study: Findings Using Administrative Earnings Records Data,
Final Report, Mathematica Policy Research, October 2003, https://www.mathematica-mpr.com/api/sitecore/MediaLibrary/ActualDownl
oad?fileld=%7BEA39AE2D-BF35-41B0-9FD4-5550A46947C6%7D&fileName=jobcorpsadmin.pdf&fileData=jobcorpsadmin.pdf%20-%20
%7BEA39AE2D-BF35-41B0-9FD4-5550A46947C6%7D&fileMime=application%2Fpdf (accessed May 2, 2018).

Estimated savings of $3.248 billion for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018, which specifies $3.486 billion for activities including the WIOA, the Second Chance Act of 2007, and the Apprenticeship Act. Of
this total, the act specifies $145 million to expand opportunities for apprenticeship programs and lists $93 million for ex-offender activities
as authorized under both WIOA and the Second Chance Act. Estimated savings exclude these $145 million and $93 million amounts.
Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $738 million for FY 2019 are based on the FY 2018 full-year spending level as reported in U.S. Department of Labor,

FY 2019 Department of Labor Budget in Brief, p. 13, https://www.dol.gov/sites/default/files/budget/2019/FY2019BIB.pdf (accessed

May 15, 2018). Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $10.5 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. Department of Labor, U.S. Department of Labor FY 2015 Annual Performance Report,
https:/www.dol.gov/sites/default/files/documents/general/budget/CBJ-2017-V1-01.pdf (accessed April 24, 2018).

Estimated savings of $123 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. This proposal would reduce spending by 45 percent, or $123 million of the appropriated $274 million. Heritage experts assume
that FY 2018 spending remains constant in FY 2019. Reducing the NLRB’s budget by 45 percent in FY 2019 would bring its spending in line
with previous funding levels for its caseload. This would save taxpayers $123 million in FY 2019. In FY 2018, projected NLRB budget authority
is $274 million, even though unfair-labor-practice complaints have fallen by 40 percent since FY 1990 and election petitions have fallen by
an even larger amount. A proportional reduction of 45 percent would bring the NLRB’s FY 2019 spending to $151 million.

Estimated savings of $157 million for FY 2019 are based on the FY 2018 appropriated level of $103.5 million for the Office of Federal Contract
Compliance Programs as specified in the Consolidated Appropriations Act, 2018; the specified FY 2018 spending level of $12.5 million for the
Women’s Bureau as reported for FY 2018 in U.S. Department of Labor, FY 2019 Department of Labor Budget in Brief, p.13; and $41.3 million
in savings from eliminating grants from the International Labor Affairs Bureau. Although costs of the grants within the ILAB are not readily
available, the FY 2019 Department of Labor Budget in Brief provides a good proxy because it requests a lower spending level of $18.5 million
in FY 2019 based on eliminating ILAB grants. Thus, we estimate the savings from eliminating ILAB grants to be the difference between

the FY 2018 appropriated level of $59.8 million as reported in the Consolidated Appropriations Act, 2018, and the $18.5 million proposed

FY 2019 request.

Estimated savings of $374 million for FY 2019 are based on Heritage Foundation experts’ analysis of proposed comprehensive federal
employee compensation reforms as detailed in Rachel Greszler and James Sherk, “Why It Is Time to Reform Compensation for Federal
Employees,” Heritage Foundation Backgrounder No. 3139, July 27, 2016, https://www.heritage.org/jobs-and-labor/report/why-it-time-
reform-compensation-federal-employees#_ftn3. Savings for FY 2019 have been updated to reflect the most recent, September 2017 federal
employment data as found on fedscope.opm.gov and to reflect implementation in 2019 as opposed to 2017 as assumed in the original
Heritage Foundation report and figures. FY 2019 savings are small compared to this proposal’s longer-term savings because the savings
compound over time as workers’ automatic pay increases compound over time. The long-term effect of the proposal would be to reduce
salaries by 5 percent. Total savings over the 2019-2028 period would equal $271 billion. This 10-year figure includes interactive effects with
other Heritage Foundation experts’ proposals to bring federal personnel compensation in line with private-sector compensation.

James Sherk, “Inflated Federal Pay: How Americans Are Overtaxed to Overpay the Civil Service,” Heritage Foundation Center for Data
Analysis Report No. 10-05, July 7, 2010, http://www.heritage.org/research/reports/2010/07/inflated-federal-pay-how-americans-are-
overtaxed-to-overpay-the-civil-service.

Estimated savings of $45.549 billion for FY 2019 are based on Heritage Foundation experts’ analysis of proposed comprehensive federal
employee compensation reforms as detailed in Greszler and Sherk,”"Why It Is Time to Reform Compensation for Federal Employees.”
Savings for FY 2019 have been updated to reflect the most recent, September 2017 federal employment data as found on fedscope.opm.gov
and to reflect implementation in 2019 as opposed to 2017 as assumed in the original Heritage Foundation report and figures. Retirement
savings represent accrual-based savings: the long-term savings generated by the impact of the policy change on 2019 retirement benefit
accruals. Since workers earn FERS credits each year but do not actually receive benefits until retirement, it makes sense to list the accrued
savings that will occur to the federal government as a result of lower retirement contribution rates. FY 2019 savings include $13.340 billion
in accrual-based discretionary savings from permanent changes and $32.209 billion in one-time savings from the buyout option for federal
employees to convert their accumulated FERS benefits to TSP contributions with a 25 percent reduction in actuarial value. Total accrual-
based savings over the 2019-2028 period would equal $219.327 billion. This 10-year figure includes interactive effects with other Heritage
Foundation experts’ proposals to bring federal personnel compensation in line with private sector compensation.
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Estimated savings of $100 million for FY 2019 are based on the CBO’s estimated first-year savings from eliminating the special retirement
supplement as found in Congressional Budget Office, Options for Reducing the Deficit: 2017 to 2026, December 2016, p. 36, https:/www.
cho.gov/sites/default/files/114th-congress-2015-2016/reports/52142-budgetoptions2.pdf (accessed May 16, 2018). Savings would grow over
time, amounting to $4.7 billion over 10 years. All $100 million in savings represents mandatory spending.

Reg Jones, “The Special Retirement Supplement,” FEDweek, January 22, 2018, http:/www.fedweek.com/reg-jones-experts-view/special-
retirement-supplement/ (accessed April 12, 2018).

Estimated savings of $5.701 billion for FY 2019 are based on Heritage Foundation experts’ analysis of proposed comprehensive federal
employee compensation reforms as detailed in Greszler and Sherk, “Why It Is Time to Reform Compensation for Federal Employees.”
Savings for FY 2019 have been updated to reflect the most recent, September 2017 federal employment data as found on fedscope.opm.
gov and to reflect implementation in 2019 as opposed to 2017 as assumed in the original Heritage Foundation report and figures. Heritage
Foundation experts estimate that this reform would reduce federal employment by 2.2 percent and generate total savings of $71.168 billion
over the 2019-2028 period. This 10-year figure includes interactive effects with other Heritage Foundation experts’ proposals to bring
federal personnel compensation in line with private-sector compensation.

Estimated savings of $594 million for FY 2019 are accrual-based savings, which means that the actual savings do not accrue to the federal
government until the future years when employees do not receive the FEHB benefits they otherwise would have. Savings estimates are
based on a CBO report that estimated the value of FEHB benefits at 6.4 percent of workers’ pay. See Congressional Budget Office, “The
President’s Proposal to Accrue Retirement Costs for Federal Employees,” CBO Paper, June 2002, https://www.cbo.gov/sites/default/
files/107th-congress-2001-2002/reports/accrual.pdf (accessed May 16, 2018). We apply this value to current statistics (September 2017)

on the number and wages of federal employees. Total savings over the 2019-2028 period would equal $34.04 billion. This 10-year figure
includes interactive effects with other Heritage Foundation experts’ proposals to bring federal personnel compensation in line with private-
sector compensation.

Congressional Budget Office, “The President’s Proposal to Accrue Retirement Costs for Federal Employees.”

This proposal has no estimated savings for FY 2019. However, it would likely generate significant savings over time as it would cause federal
workers to desire lower-cost plans and would increase competition among FEHB plans. A CBO analysis of a similar proposal for a flat

FEHB contribution alongside limited contribution growth (something that would come naturally through competition and choice under
this proposal by Heritage experts) projected savings of $42 billion over 10 years, or $4.2 billion per year. See Congressional Budget Office,
Reducing the Deficit: Spending and Revenue Options, March 2011, p. 37, https://www.cbo.gov/sites/default/files/112th-congress-2011-2012/
reports/03-10-reducingthedeficit.pdf (accessed May 16, 2018).

This proposal has no savings in FY 2019, but it would improve the solvency of the PBGC and multiemployer pension plans, increasing the
probability that pensioners would receive more or all of what their pension plans promised them and what the PBGC is supposed to insure.
This proposal would also reduce the risk of a taxpayer bailout amounting to hundreds of billions of dollars.

Estimated savings of $2.6 billion in FY 2019 come from Congressional Budget Office, Options for Reducing the Deficit: 2017 to 2026, p. 73.
The option to “Use an Alternative Measure of Inflation to Index Social Security and Other Mandatory Programs” includes $2.6 billion in
mandatory spending in FY 2018, the first year of implementation. Thus, Heritage experts assume the same $2.6 billion in FY 2019 savings
with 2019 being the first year of implementation.

Ibid., p. 61. The option to “Use an Alternative Measure of Inflation to Index Social Security and Other Mandatory Programs” includes $2.6
billion in mandatory spending in FY 2018. The CBO report estimates savings for FY 2027 through FY 2026. We move the estimated savings
by year back by one year based on implementation in 2019 instead of 2018.

Estimated savings of $20.26 billion for FY 2019 include $23.56 billion per year in savings from reducing fraud and limiting eligibility in the
EITC and ACTC and an added cost of $3.3 billion per year for reducing marriage penalties in the EITC, for a net savings of $20.26 billion.
Estimates come from Robert Rector and Jamie Bryan Hall, “Reforming the Earned Income Tax Credit and Additional Child Tax Credit to End
Waste, Fraud, and Abuse and Strengthen Marriage,” Heritage Foundation Backgrounder No. 3162, November 16, 2016, https://www.heritage.
org/sites/default/files/2018-04/BG3162.pdf. This report provides estimated savings for FY 2015. Heritage experts conservatively assume a
similar level of savings in FY 2019 with the exception of the savings from the child tax credit, which doubled in 2019 and beyond (including
a higher refundable portion) as a result of the Tax Cuts and Jobs Act. The Joint Committee on Taxation estimated that the TCJA’s child tax
credit provisions increased the cost of the CTC by 126 percent, from $53.6 billion to $67.7 billion in 2019. See Joint Committee on Taxation,
U.S. Congress, “Estimated Budget Effects of the Conference Agreement for H.R.1, The ‘Tax Cuts and Jobs Act,’ Fiscal Years 2018-2017,"
JCX-67-17, December 18, 2017, https://www.jct.gov/publications.html?func=startdown&id=5053 (accessed May 16, 2018), and Joint
Committee on Taxation, U.S. Congress, Estimates of Federal Tax Expenditures for Fiscal Years 2016-2020, JCX-3-17, January 30, 2017, https:/
www.jct.gov/publications.html?func=startdown&id=4971 (accessed May 16, 2018). Not all taxpayers experienced the same increase in the
value of their child tax credit, however. Some low-income families may not receive a full doubling of the credit, and some higher-income
families that received only a partial or no child tax credit before will receive the full $2,000 value in 2019. Although most lower-income
families that would be affected by this proposal will experience a doubling of their child tax credit value, we conservatively estimate that
the child tax credit provisions in this proposal will increase the value of the credit for families by 60 percent, from $7.6 billion (as reported in
the November 2016 Heritage report) to $12.2 billion in 2019. All $20.26 billion in savings represents mandatory spending.
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Estimated savings of $2.396 billion in FY 2019 come from HUD’s annualized FY 2018 total spending authority as reported in U.S. Department
of Housing and Urban Development, “Budget Authority by Program, Comparative Summary, Fiscal Years 2017-2019,” https:/www.hud.
gov/sites/dfiles/CFO/documents/2%20-%20FY19CJ%20-%20Dept.%20Summary%20-%20Budget%20Authority%20-%20Updated.pdf
(accessed May 16, 2018). Total HUD spending authority in FY 2018 was $47.922 billion, including $37.387 billion in net discretionary spending
and $11.058 billion in net mandatory spending. Heritage experts assume that FY 2018 spending remains constant in FY 2019. We propose

a 10-year, phased-in elimination of federal housing programs excluding those for low-income disabled and elderly populations. According

to a CBO report, approximately 50 percent of housing assistance goes to elderly and disabled recipients ($23.961 billion). See Table 2,

“Characteristics of Households Receiving Housing Choice Vouchers, Project-Based Rental Assistance, or Public Housing Assistance, 2013, in

Congressional Budget Office, Federal Housing Assistance for Low-Income Households, September 2015, p. 43, https://www.cbo.gov/sites/
default/files/T4th-congress-2015-2016/reports/50782-lowincomehousing-onecolumn.pdf (accessed May 16, 2018). Thus, savings of $2.396
billion for FY 2019 are based on reducing half of HUD’s budget by 10 percent. Estimated savings include $1.869 billion in discretionary
savings and $527 million in mandatory savings.

Estimated savings of $11.0 billion in FY 2019 come from Congressional Budget Office, Options for Reducing the Deficit: 2017 to 2026, p. 46.
The option to “Eliminate Supplemental Security Benefits for Disabled Children” includes $1 billion in discretionary spending and $10 billion in
mandatory spending in FY 2018. Heritage experts assume that the FY 2018 savings and spending levels will apply for FY 2019 because they
represent the first year of full implementation of the policy.

Heritage experts do not include any savings for this proposal because the federal funding stream for TANF is fixed. However, stronger work
requirements would likely reduce federal outlays significantly over the long run.

Estimated savings of $986 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that the FY 2018 spending level of $9.863 billion remains constant in FY 2019. Savings equal 10 percent
of the estimated FY 2019 spending level based on a 10-year phaseout of the program.

Estimated savings of $8.685 billion for FY 2019 are based on FY 2018 grant levels under the Every Student Succeeds Act as reported in U.S.
Department of Education, “Department of Education Fiscal Year 2018 Congressional Action,” March 27, 2018, https:/www2.ed.gov/about/
overview/budget/budget18/18action.pdf (accessed May 16, 2018). This includes elimination of spending on most non-Title |, non-Title VI, and
non-Title VII funds under the Elementary and Secondary Education Act ($6.904 billion) and a 10 percent reduction in Title | and Title VII
spending ($1.781 billion).

Estimated savings of -$1.2 billion (in other words, an additional cost of $1.2 billion) for FY 2019 are based on Heritage experts’ estimates as
reported in Jamie Bryan Hall and Mary Clare Reim, “Time to Reform Higher Education Financing and Accreditation,” Heritage Foundation
Issue Brief No. 4668, March 28, 2017, https://www.heritage.org/sites/default/files/2017-03/I1B4668.pdf. The estimated cost of this proposal
in the next year includes its effects on increasing total Pell Grants and federal student loans by making them accessible to students across
a wider range of education options. (Additional loans cost the federal government money because we use fair-value accounting, a more
accurate measure of federal loans’ true costs.) Implementing this proposal in conjunction with the proposals to place strict lending caps on
federal student aid programs and eliminate the PLUS Loan program would mitigate its costs in the short run. In the long run, this proposal
could lead to savings by increasing competition and driving down college costs.

Estimated savings of $2.3 billion for FY 2019 are based on Heritage experts’ estimates as reported in ibid.

Estimated savings of $5.5 billion for FY 2019 are based on Heritage experts’ estimates as reported in ibid.

Estimated savings of $425 million for FY 2019 are based on Congressional Budget Office, “Proposals for Education—CBO’s Estimate

of the President’s Fiscal Year 2018 Budget,” https://www.cbo.gov/system/files/115th-congress-2017-2018/dataandtechnicalinformati
on/52891-education.pdf (accessed May 16, 2018). The CBO includes $425 million in FY 2018 savings from “Eliminat[ing] Public Service
Loan Forgiveness.” It also assumes that FY 2018 is the first year of implementation, so Heritage experts apply the FY 2018 savings level to
FY 2019. Savings would increase significantly over time, as more borrowers would no longer be eligible for forgiveness. (The CBO score
assumes that the policy applies to new borrowers after implementation of the proposal.)

Heritage experts do not include any estimated savings for this proposal because its fiscal impact would depend on a range of behavioral
responses from both educational institutions and students that cannot reasonably be predicted.

This proposal has no estimated savings.

Estimated savings of $445 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019. The CPB received $445 million in federal
appropriations in FY 2018.

Corporation for Public Broadcasting, “CPB's Federal Appropriation Request & Justification: Detailed FY 2019/2021 Request,” https:/www.
cpb.org/appropriation (accessed May 2, 2018).

National Public Radio, “Public Radio Finances,” http://www.npr.org/about-npr/178660742/public-radio-finances (accessed April 25, 2018).
Estimated savings of $768 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Charities Aid Foundation, CAF World Giving Index 2016, October 2016, p. 11, https://www.cafonline.org/about-us/publications/2016-
publications/caf-world-giving-index-2016 (accessed April 25, 2018).

Estimated savings of $240 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Institute of Museum and Library Services, “About Us,” https:/www.imls.gov/about-us (accessed April 25, 2018).

Institute of Museum and Library Services, “Grants to States,” https:/www.imls.gov/grants/grants-states (accessed April 25, 2018).
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Estimated savings of $56.5 million for FY 2019 are based on the CBO’s most recent April 2018 baseline spending projections. The CBO
projects $113 million in spending for FY 2019, and this proposal reduces that amount by 50 percent.

Ryan T. Anderson, “Obama Unilaterally Rewrites Law, Imposes Transgender Policy on Nation’s Schools,” The Daily Signal, May 13, 2016,
http://dailysignal.com/2016/05/13/obama-unilaterally-rewrites-law-imposes-transgender-policy-on-nations-schools/.

Samantha Harris, “Campus Judiciaries on Trial: An Update from the Courts,” Heritage Foundation Legal Memorandum No. 165,

October 6, 2015, http://www.heritage.org/education/report/campus-judiciaries-trial-update-the-courts.

Ryan T. Anderson, “Trump Right to Fix Obama’s Unlawful Transgender School Policy,” The Daily Signal, February 22, 2017, http://dailysignal.
com/2017/02/22/trump-right-to-fix-obamas-unlawful-transgender-school-policies/.

Hans von Spakovsky and Elizabeth Slattery, “Betsy DeVos Stands Up for Due Process Rights in Campus Sexual Assault Cases,” The Daily
Signal, September 8, 2017, http://dailysignal.com/2017/09/08/betsy-devos-stands-due-process-rights-campus-sexual-assault-cases/.
Estimated savings of $115.864 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $115.864 billion in savings represents mandatory spending.

Table 1, “Direct Spending and Revenue Effects of the Insurance Coverage Provisions of the Affordable Care Act,” in Congressional Budget
Office, “Insurance Coverage Provisions of the Affordable Care Act—CBO’s March 2015 Baseline,” https:/www.cbo.gov/sites/default/
files/51298-2015-03-ACA.pdf (accessed April 25, 2018).

U.S. Department of Health and Human Services, “Federal Financial Participation in State Assistance Expenditures; Federal Matching Shares
for Medicaid, the Children’s Health Insurance Program, and Aid to Needy Aged, Blind, or Disabled Persons for October 1, 2016 Through
September 30, 2017 Federal Register, Vol. 80, No. 227 (November 25, 2015), pp. 73779-73782, https://aspe.hhs.gov/sites/default/files/
pdf/167966/FMAP17.pdf (accessed April 25, 2018).

Estimated savings of $16.21 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $16.21 billion in savings represents mandatory spending.

Figure 2, “Historical and Projected Medicaid Expenditures and Annual Growth Rates, FY1966-2021" in U.S. Department of Health and
Human Services, Centers for Medicare and Medicaid Services, Office of the Actuary, 2012 Actuarial Report on the Financial Outlook

for Medicaid, “Data for Figures and Tables in 2012 Report,” https:/www.cms.gov/Research-Statistics-Data-and-Systems/Research/
ActuarialStudies/MedicaidReport.html (accessed April 25, 2018), and U.S. Department of Health and Human Services, Centers for Medicare
and Medicare Services, Office of the Actuary, 2075 Actuarial Report on the Financial Outlook for Medicaid, pp. i and iii, https:/www.cms.gov/
Research-Statistics-Data-and-Systems/Research/ActuarialStudies/Downloads/MedicaidReport2015.pdf (accessed April 25, 2018).

lbid.

Estimated savings of $6.315 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $6.315 billion in savings represents mandatory spending.

This proposal has no savings in FY 2019. Although it could affect federal tax revenues, this proposal would have no impact on

federal spending.

The Affordable Care Act imposes a 40 percent excise tax on the cost of health plans above defined thresholds. This tax, commonly referred
to as the “Cadillac tax,” was supposed to be implemented in 2018 but has since been delayed by Congress until 2020.

Estimated savings of $5.938 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $5.938 billion in savings represents mandatory spending.

Estimated savings of $26.437 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $26.437 billion in savings represents mandatory spending.

Social Security Administration, Office of the Chief Actuary, “A Summary of the 2017 Annual Reports: Social Security and Medicare Boards of
Trustees,” https://www.ssa.gov/oact/trsum/ (accessed April 25, 2018).

Estimated savings of $28.221 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $28.221 billion in savings represents mandatory spending.

Estimated savings of $23.41 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $23.41 billion represents mandatory spending.

Estimated savings of $2.28 billion for FY 2019 are based on estimates from Heritage Foundation staff using the Heritage Center for Data
Analysis Health Model. All $2.28 billion in savings represents mandatory spending.

Estimated savings of $61 billion for FY 2019 are based on estimates from Congressional Budget Office, A Premium Support System

for Medicare: Updated Analysis of lllustrative Options, October 2017, https:/www.cbo.gov/system/files/115th-congress-2017-2018/
reports/53077-premiumsupport.pdf (accessed May 16, 2018). Heritage experts use the CBO's analysis of the second-lowest bid option
without grandfathering and assumes that the CBO’s estimates for the first year of implementation would apply for FY 2019. All $61 billion in
savings represents mandatory spending.

Basing the government contribution to health plans on an average bid would yield $69 billion in savings; basing the contribution on the
second-lowest plan option would yield $275 billion in savings. Congressional Budget Office, Options for Reducing the Deficit: 2014 to 2023,
November 2013, p. 204, https://www.cbo.gov/sites/default/files/cbofiles/attachments/44715-OptionsForReducingDeficit-3.pdf (accessed
April 24, 2018).

See Congressional Budget Office, A Premium Support System for Medicare: Analysis of lllustrative Options, September 2013, https:/www.
cbho.gov/sites/default/files/09-18-PremiumSupport.pdf (accessed April 24, 2018).
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Table 6C, “Temporary Assistance for Needy Families: Average Monthly Number of Work-Eligible Individuals with Hours of Participation by
Work Activity as a Percent of the Total Number of Work-Eligible Individuals, Fiscal Year 2014,” in U.S. Department of Health and Human
Services, Administration for Children and Families, Office of Family Assistance, “Work Participation Rates—Fiscal Year 2014,” May 12, 2016,
https://www.acf.hhs.gov/ofa/resource/work-participation-rates-fiscal-year-2014 (accessed April 24, 2018).

For additional detail, see Robert Rector and Rachel Sheffield, “Setting Priorities for Welfare Reform,” Heritage Foundation /ssue Brief

No. 4520, February 24, 2016, and Rachel Sheffield, “Welfare Reform and Upward Mobility Act Can Restart Welfare Reform,” Heritage
Foundation No. 4619, October 28, 2016.

Melanie Israel, “The Pro-Life Agenda: A Progress Report for the 115th Congress and the Trump Administration,” Heritage Foundation
Backgrounder No. 3280, January 24, 2018, https:/www.heritage.org/civil-society/report/the-pro-life-agenda-progress-report-the-115th-
congress-and-the-trump.

U.S. Conference of Catholic Bishops, Secretariat of Pro-Life Activities, “HHS Refuses to Enforce Weldon Amendment,” June 24, 2016, http://
www.uscch.org/issues-and-action/religious-liberty/conscience-protection/upload/HHS-Refuses-to-Enforce-Weldon-Amendment-FACT-
SHEET.pdf (accessed April 24, 2018).

See Lindsey M. Burke, “Military Families Deserve Education Choice: A Response to Carol Burris,” Heritage Foundation Commentary,

April 3, 2018, https:/www.heritage.org/education/commentary/military-families-deserve-education-choice-response-carol-burris;
Jonathan Butcher, “Giving Every Child in a Military Family the Chance for a Bright Future: Education Savings Accounts, Impact Aid, and
Estimated Fiscal Impacts on District Schools,” Heritage Foundation /ssue Brief No. 4824, March 5, 2018, https://www.heritage.org/sites/
default/files/2018-03/1B4824_0.pdf; Lindsey M. Burke and Anne Ryland, “A Gl Bill for Children of Military Families: Transforming Impact
Aid into Education Savings Accounts,” Heritage Foundation Backgrounder No. 3180, June 2, 2017, https://www.heritage.org/sites/default/
files/2017-10/BG3180.pdf; Lindsey M. Burke and Anne Ryland, “Modernizing the Federal Impact Aid Program: A Path Toward Educational
Freedom for Military Families and Other Federally Connected Children,” Heritage Foundation /ssue Brief No. 4751, August 10, 2017, https://
www.heritage.org/sites/default/files/2017-08/1B4751_0.pdf; and Paul DiPerna, Lindsey M. Burke, and Anne Ryland, Surveying the Military:
What America’s Servicemembers, Veterans, and Their Spouses Think About K-12 Education and the Profession, EdChoice, October 16, 2017,
https://www.edchoice.org/wp-content/uploads/2017/10/Surveying-The-Military-by-Paul-DiPerna-Lindsey-M-Burke-and-Anne-Ryland-1.pdf
(accessed May 2, 2018).

Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019 193

—
>
@
o
el

=~
x
T
7







Legislative Branch



LEG. BRANCH

$1.4

SAVINGS IN MILLIONS!
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PRESIDENT HOUSE SENATE RSC

Eliminate Funding for the Stennis Center
for Public Service Leadership

The Stennis Center is a legislative program intend- Numerous private entities provide services similar
ed as a living tribute to the career of Senator John to those provided by the Stennis Center. The Young
Stennis (D-MS). It aims to attract young people to Leaders Program at The Heritage Foundation is one
careers in public service, promote leadership skills, example. Past budgets and appropriations bills have
and provide training and development opportuni- called for elimination of the Stennis Center, and
ties to Members of Congress, congressional staff, Congress should act to do so now.

and others in public service.

ADDITIONAL READING

B Justin Bogie, “Congress Should Look Toward Legislative Branch Appropriations Bill as a Starting Point for Spending
Cuts,” Heritage Foundation /ssue Brief No. 4573, June 8, 2016.

PROPOSAL

President’s Budget (FY2019)

House Budget Resolution

Senate Budget Resolution

Republican Study Committee

STATUS EXPLANATION

Continues to provide funding consistent with previous two years’

REJECTED L
appropriations.

NOT
ADDRESSED

NOT
ADDRESSED

NOT
ADDRESSED
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PRESIDENT HOUSE SENATE RSC

Eliminate Funding for Congressional Subsidies
for the Affordable Care Act’s Health Insurance Exchange

Under Section 1312 (d)(3)(D) of the ACA, Congress
voted in 2010 to end its participation in the Federal
Employees Health Benefits Program (FEHBP) and
instead required Members and staff to obtain their
health coverage through the ACA’s health insurance
exchange.? This change meant that Members and
staff would no longer receive the employer contri-
bution toward the cost of their health insurance. On
August 7, 2013, the Office of Personnel Management
reversed this change through a ruling that allowed
Members of Congress and staff, even though they
are no longer enrolled in the FEHBP, to continue to

ADDITIONAL READING

receive the employer contribution for coverage in
the exchange. The Administration took this regula-
tory action without statutory authority under either
the ACA or Title 5 of the U.S. Code, the law that
governs the FEHBP.*

Because the 2013 OPM ruling was an administra-
tive action, President Donald Trump could reverse
the OPM decision administratively. If President
Trump does not act, Congress should restore the
original intent of the statute and end this spe-

cial contribution.

B Edmund F. HaisImaier, “Administration Disregards the Law and Gives Special Obamacare Deal to Congress,” The

Daily Signal, August 7, 2013.

Robert E. Moffit, “Congress and Obamacare: A Big Double Standard,” Human Events, November 11, 2013.

Robert E. Moffit, Edmund F. HaisImaier, and Joseph A. Morris, “Congress in the Obamacare Trap: No Easy Escape,”
Heritage Foundation Backgrounder No. 2831, August 2, 2013.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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ENDNOTES

1. Estimated savings of $1.4 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018, Public Law 115-141, 115th Cong., https:/www.congress.gov/115/bills/hr1625/BILLS-115nr1625enr.pdf (accessed May 13, 2018).
Heritage experts assume that FY 2018 spending remains constant in FY 2019. Savings include $430,000 in direct spending and up to $1
million in transfers from Navy operations and maintenance.

2. Savings of $90 million for FY 2019 include the following data, assumptions, and calculations. The D.C. Health Insurance Exchange reports
that as of early 2017, “about 11,000” congressional members and staff were using the exchange for coverage. Louise Norris, “DC Health
Insurance Marketplace: History and News of the State’s Exchange,” healthinsurance.org, March 31, 2018, https://www.healthinsurance.org/
dc-state-health-insurance-exchange/ (accessed May 14, 2018). LegiStorm reports that the average age of congressional staff is 31in the
House and 32 in the Senate. LegiStorm, “The 115th Congress by the Numbers,” https:/www.legistorm.com/congress_by numbers/index/
by/senate.ntml (accessed May 14, 2018). The D.C. Health Insurance Exchange provides average premium costs for 2018. D.C. Government,
Department of Insurance, Securities and Banking, “Sample 2018 Approved Premiums Compared to 2017” October 18, 2017, https://disb.
dc.gov/node/1282351 (accessed May 14, 2018). For individuals, Heritage experts use the reported premium cost of $3,803 for a gold plan
for a 27-year-old purchased in the small-business exchange. This cost likely understates the actual premium cost for congressional staffers
because they have an average age between 31 and 32, and premium costs increase with age. There are no average family premiums
reported for the small business exchange, so Heritage experts use the average gold family premium of $18,004 from the individual market
exchange. Heritage experts assume that 50 percent of the 11,000 employees who receive the subsidy have self-only coverage, 50 percent
have family coverage, and the FEHB subsidy covers 75 percent of employees’ premiums. Although exchange health insurance costs have
risen significantly each year, Heritage experts conservatively assume that costs hold steady in FY 2019.

3. Edmund F. Haislmaier, “Administration Disregards the Law and Gives Special Obamacare Deal to Congress,” The Daily Signal, August 7, 2013,
http://dailysignal.com//2013/08/07/administration-disregards-the-law-and-gives-special-obamacare-deal-to-congress/, and Robert E.
Moffit, “Congress and Obamacare: A Big Double Standard,” Human Events, November 11, 2013,
http://humanevents.com/2013/11/11/congress-and-obamacare-a-big-double-standard/ (accessed April 19, 2018).

4. Robert E. Moffit, Edmund F. HaisImaier, and Joseph A. Morris, “Congress in the Obamacare Trap: No Easy Escape,” Heritage Foundation
Backgrounder No. 2831, August 2, 2013, http://www.heritage.org/research/reports/2013/08/congress-in-the-obamacare-trap-no-easy-escape.
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SAVINGS IN BILLIONS!
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PRESIDENT HOUSE SENATE RSC

End Enrollment in VA Medical Care for Veterans

in Priority Groups 7 and 8

The Department of Veterans Affairs (VA) should
focus on the unique needs of military medicine. A
2014 Congressional Research Service study revealed
that more than one of every 10 VA patients is not a
veteran, and the number of non-veterans using VA
health care services has increased faster in recent
years than has the number of veteran patients.? VA
resources should be used solely to provide health
care to veterans.

ADDITIONAL READING

The VA ranks veterans who seek medical care on a
scale of one to eight, with the lower numbers being
the highest priority. The groups are defined accord-
ing to such factors as income and disability status.
Veterans in Priority Groups (PGs) 7 and 8 do not
have compensable service-connected disabilities,
and their incomes tend to exceed the VA’s national
income and geographic income thresholds. The
department should not be providing benefits for
veterans in PGs 7 and 8. Scarce VA health care dol-
lars should be spent first on veterans with the most
severe disabilities.

® Justin Bogie, “Congress Should Exercise Restraint in Veterans Affairs Funding Bill,” Heritage Foundation /ssue Brief

No. 4548, May 17, 2016.

B John S. O’'Shea, “Reforming Veterans Health Care: Now and for the Future,” Heritage Foundation /ssue Brief

No. 4585, June 24, 2016.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION

200 Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019



$9.0

SAVINGS IN BILLIONS?®
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PRESIDENT HOUSE SENATE RSC

Eliminate Concurrent Receipt of Retirement Pay
and Disability Compensation for Veterans

Until 2003, military retirees were prohibited from
collecting full Defense Department retirement
and VA disability benefits simultaneously. Military
retirees eligible for VA disability benefits lost $1in
Defense Department retirement benefits for every
$1in VA disability benefits they collected. The
rationale for this offset policy was that concurrent
receipt of retirement and disability payments was
compensating veterans for the same service twice.

Policy changes instituted in 2004 allowed Defense
Department retirees to collect benefits from both
programs simultaneously. Under this concur-
rent-receipt policy, the share of military retirees

ADDITIONAL READING

who also receive VA disability benefits rose from
33 percent in 2005 to just over 50 percent in 2015.
More than 2,300 veterans received $100,000 or
more each in annual benefits, with the highest an-
nual benefit amounting to more than $200,000.*

The U.S. government should honor its promise to
the men and women who serve without generating
excessive benefit payouts. Simply returning to the
long-standing pre-2004 policy, under which veteran
disability payments offset retirement pay, would re-
duce excessive benefits and save taxpayers $9 billion
in 2018 and $139 billion between 2017 and 2026.

B Romina Boccia, “Triple-Dipping: Thousands of Veterans Receive More than $100,000 in Benefits Every Year,”
Heritage Foundation /ssue Brief No. 4295, November 6, 2014.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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$2.0

SAVINGS IN BILLIONS® PRESIDENT HOUSE SENATE RSC

Narrow Eligibility for Veterans Disability by Excluding Disabilities
Unrelated to Military Duties

Disability compensation for veterans should focus The U.S. General Accounting Office (now Govern-

on service-related conditions. Veterans are eligible ment Accountability Office) identified seven con-
for disability compensation from the VA for medical ditions that are not likely to be caused or worsened
conditions or injuries that occurred or worsened by military service: arteriosclerotic heart disease,
during active-duty military service, as well as for chronic obstructive pulmonary disease, Crohn’s dis-
conditions that were not necessarily incurred or ease, hemorrhoids, multiple sclerosis, osteoarthritis,
worsened due to military service. and uterine fibroids.® This proposal would cease

veterans’ disability compensation for these non-ser-
vice-related conditions and save $2 billion in 2018
and $25.7 billion from 2017 to 2026.

ADDITIONAL READING

B John S. O’'Shea, “Reforming Veterans Health Care: Now and for the Future,” Heritage Foundation /ssue Brief
No. 4585, June 24, 2016.

PROPOSAL STATUS EXPLANATION

NOT
ADDRESSED

President’s Budget (FY2019)

PARTIALLY Calls for systematic overhaul of disability ratings system to bring it

House Budget Resolution INCLUDED more in line with current medical principles and standards.

) NOT

Senate Budget Resolution ADDRESSED
_ . NOT

Republican Study Committee ADDRESSED
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ENDNOTES

1.

Estimated savings of $2.9 billion for FY 2019 are based on estimates from Congressional Budget Office, Options for Reducing the
Deficit: 2017 to 2026, December 8, 2016, p. 265, https:/www.cbo.gov/sites/default/files/114th-congress-2015-2016/reports/52142-
budgetoptions2.pdf (accessed May 14, 2018). The option to “End Enroliment in VA Medical Care for Veterans in Priority Groups 7 and 8”
includes $5.4 billion in discretionary budget authority savings and $2.5 billion in increased mandatory spending in FY 2018, for a net
savings of $2.9 billion. Heritage experts assume that the FY 2018 savings and spending levels will apply for FY 2019 because they
represent the first year of full implementation of the policy.

Erin Bagalman, “The Number of Veterans That Use VA Health Care Services: A Fact Sheet,” Congressional Research Service Report for
Members and Committees of Congress, June 3, 2014, http://fas.org/sgp/crs/misc/R43579.pdf (accessed April 11, 2018).

Estimated savings of $9.0 billion for FY 2019 are based on estimates from Congressional Budget Office, Options for Reducing the Deficit:
2017 to 2026, p. 34. The option to “Eliminate Concurrent Receipt of Retirement Pay and Disability Compensation for Disabled Veterans”
includes $9.0 billion in mandatory spending in FY 2018. Heritage experts assume that the FY 2018 savings level will apply for FY 2019 (as
opposed to the estimated $13 billion level for FY 2019) because it represents the first year of full implementation of the policy. All $9.0 billion
represents mandatory savings.

Seto J. Bagdoyan, Acting Director, Forensic Audits and Investigative Service, U.S. Government Accountability Office, letter to The
Honorable Tom Coburn, M.D., Ranking Minority Member, Committee on Homeland Security and Governmental Affairs, U.S. Senate, re:

“Disability Compensation: Review of Concurrent Receipt of Department of Defense Retirement, Department of Veterans Affairs Disability

Compensation, and Social Security Disability Insurance,” GAO14-854R, September 30, 2014, http://www.gao.gov/assets/670/666267.pdf
(accessed May 14, 2018).

Estimated savings of $2.0 billion for FY 2019 are based on estimates from Congressional Budget Office, Options for Reducing the Deficit:
2017 to 2026, p. 59. The option to “Narrow Eligibility for Veterans’ Disability Compensation by Excluding Certain Disabilities Unrelated to
Military Duties” includes $2.0 billion in mandatory spending in FY 2018. Heritage experts assume that the FY 2018 savings level will apply for
FY 2019 (as opposed to the estimated $2.9 billion level for FY 2019) because it represents the first year of full implementation of the policy.
All $2.0 billion represents mandatory savings.

U.S. General Accounting Office, VA Benefits: Law Allows Compensation for Disabilities Unrelated to Military Service, GAO/HRD-89-60,

July 31,1989, http://www.gao.gov/products/GAO/HRD-89-60 (accessed April 11, 2018).
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5163

SAVINGS IN MILLIONS!

PRESIDENT HOUSE SENATE RSC

Stop Paying Federal Employees Who Work on the Clock

for Outside Organizations

Federal law requires federal agencies to negotiate
“official time” with federal labor unions. This allows
federal employees to work for their labor union
while on the clock as a federal employee. Taxpay-
ers pay for federal unions to negotiate collective
bargaining agreements, file grievances, and lobby
the federal government. Most agencies also provide
unions with free “official space” in federal buildings
to conduct union work. These practices provide no

ADDITIONAL READING

public benefit and directly subsidize the operations
of government unions.

The government should require union officers to
clock out when they are doing union work. The
government should also charge unions fair market
value for the office space they use. These changes
would save over $150 million a year.

B James Sherk, “Official Time: Good Value for the Taxpayer?” testimony before the Committee on Oversight and
Government Reform, U.S. House of Representatives, June 3, 2011.

PROPOSAL STATUS
President’s Budget (FY2019) ADD,\FIQgLSED
House Budget Resolution AD D’;(ELSED
Senate Budget Resolution ADDE%LSED

INCLUDED

Republican Study Committee

EXPLANATION

Members’ dues should pay for union employees and their activities.
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$8.4

SAVINGS IN BILLIONS?

Repeal the Davis—Bacon Act

The Davis-Bacon Act requires federally financed
construction projects to pay “prevailing wages.” In
theory, these should reflect going market rates for
construction labor in the relevant area. However,
both the Government Accountability Office and the
Department of Labor’s Inspector General have re-
peatedly criticized the Labor Department for using
self-selected statistically unrepresentative samples
to calculate the prevailing-wage rates. Consequently,
actual Davis-Bacon rates usually reflect union rates
that average 22 percent above actual market wages.

The Davis-Bacon Act requires taxpayers to overpay
for construction labor. Construction unions lobby
heavily to maintain this restriction, which reduces
the cost advantage of their non-union competi-
tors, but it also needlessly inflates the total cost of
building infrastructure and other federally funded
construction by nearly 10 percent.

ADDITIONAL READING

PRESIDENT HOUSE SENATE RSC

The Congressional Budget Office has estimated
that the Davis—Bacon Act applies to approximately
a third of all government construction. Many state
and local projects are partially or wholly funded
with federal dollars and without prevailing-wage
restrictions would cost substantially less. Repealing
the Davis-Bacon Act and prohibiting states from
imposing separate prevailing-wage restrictions on
federally funded construction projects would allow
lawmakers to reduce federal construction spending
by approximately $8.4 billion in appropriations for
the Departments of Transportation, Housing and
Urban Development, and Defense and other areas,
saving taxpayers billions of dollars every year with-
out reducing the effective amount of funds available
for construction projects.

B James Sherk, “Examining the Department of Labor’s Implementation of the Davis-Bacon Act,” testimony before
the Committee on Education and the Workforce, U.S. House of Representatives, April 14, 2011.

B James Sherk, “Labor Department Can Create Jobs by Calculating Davis-Bacon Rates More Accurately,” Heritage

Foundation Backgrounder No. 3185, January 21, 2017.

PROPOSAL STATUS
President’s Budget (FY2019) ADD’;gLSED
House Budget Resolution AD D’;(EESED
Senate Budget Resolution ADDE%LSED
Republican Study Committee AD D’;(EESED

EXPLANATION
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Policy Riders

Eliminate or roll back Davis-Bacon requirements and project labor agreements. The Davis—-Bacon
Act (DBA), enacted in 1931, effectively requires construction contractors on federal projects to use union
wage and benefit scales and follow union work rules. These rules inflate the cost of federal construction

by nearly 10 percent on average. Similarly, project labor agreements (PLAs) require the main contractor

of government contracts to sign a collective bargaining agreement as a condition of winning a project bid.
Collective bargaining agreements require using union compensation rates, following union work rules, and
hiring all workers on federally contracted projects through union hiring halls. PLAs inflate construction
costs by 12 percent to 18 percent on top of increased costs attributed to Davis-Bacon and discriminate
against the 87 percent of workers who are not members of a union. Eliminating Davis-Bacon and prohibiting
PLAs would stretch each federal construction dollar, delivering more infrastructure without the need to
increase spending levels. Barring complete repeal, Congress could suspend the rule for projects funded by
the appropriations bill or require the Labor Department to use superior Bureau of Labor Statistics data to
estimate Davis—Bacon “prevailing wages” so that they more closely reflect market pay. Eliminating Davis—
Bacon and PLAs would save more than $100 billion over the next 10 years under current spending levels.

Prohibit government discrimination in tax policy, grants, contracting, and accreditation. In
June 2015, the Supreme Court of the United States redefined marriage throughout America by mandating
that government entities must treat same-sex relationships as marriages. The Court, however, did not
say that private schools, charities, businesses, or individuals must also do so. There is no justification for
the government to force these entities or people to violate beliefs about marriage that, as even Justice
Anthony Kennedy noted in his majority opinion recognizing gay marriage, are held “in good faith by
reasonable and sincere people here and throughout the world.”® As Americans have long understood, the
power to tax is the power to destroy. Respect for freedom after the Supreme Court’s ruling takes several
forms. Charities, schools, and other organizations that interact with the government should be held to the
same standards of competence as everyone else, but their view that marriage is the union of a man and a
woman should never disqualify them from government programs. Educational institutions, for example,
should be eligible for government contracts, student loans, and other forms of support as long as they
meet the relevant educational criteria. Adoption and foster care organizations that meet the substantive
requirements of child welfare agencies should be eligible for government contracts without having to
abandon the religious values that led them to help orphaned children in the first place. Congress should
prohibit government discrimination in tax policy, grants, contracts, licensing, or accreditation based

on an individual’s or group’s belief that marriage is the union of one man and one woman or that sexual
relations are reserved for such a marriage.*

Prohibit any agency from regulating greenhouse gas emissions. The Obama Administration proposed
and implemented a series of climate change regulations to reduce greenhouse gas emissions from vehicles,
heavy-duty trucks, airplanes, hydraulic fracturing, and new and existing power plants. More than 80 percent
of America’s energy needs is met through conventional carbon-based fuels. Restricting opportunities for
Americans to use such an abundant, affordable energy source will only bring economic pain to households
and businesses with no climate or environmental benefit to show for it. The cumulative economic loss will
be hundreds of thousands of jobs and trillions of dollars of gross domestic product.

Prohibit funding for the Waters of the United States (WOTUS) Rule. The EPA and Army Corps

of Engineers’ controversial WOTUS rule would greatly expand the types of waters that could be covered
under the Clean Water Act, from certain man-made ditches to so-called waters that are dry land most of the
time. Absent congressional action, this attack on property rights and state power could soon move forward.
Fortunately, the Sixth Circuit Court issued a stay blocking implementation of the rule,® but this stay is only
temporary. If the rule overcomes legal battles, Congress should block funding for its implementation.
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Enforce data-quality standards. No funds should be used for any grant for which the recipient does

not agree to make all data produced under the grant publicly available in a manner that is consistent with
the Data Access Act, part of the FY 1999 Omnibus Appropriations Act (Public Law 105-277),° as well as in
compliance with the standards of the Information Quality Act (44 U.S. Code § 3516).” The Data Access Act
requires federal agencies to ensure that data produced under grants to and agreements with universities,
hospitals, and nonprofit organizations are available to the public. The Information Quality Act requires the
Office of Management and Budget, with respect to agencies, to “issue guidelines ensuring and maximizing
the quality, objectivity, utility, and integrity of information (including statistical information) disseminated
by the agency.”® However, the Office of Management and Budget has unduly restricted the Data Access Act,
and there is little accountability that could ensure agency compliance with the Information Quality Act.
Credible science and transparency are necessary elements of sound policy.’ Standards must be codified;
guidelines are insufficient.

Withhold grants for seizure of private property. On June 23, 2005, the United States Supreme

Court held in Kelo v. City of New London that the government may seize private property and transfer it

to another private party for economic development.’ This type of taking was deemed to be for a “public
use” and allowed under the Fifth Amendment of the United States Constitution. Congress has failed to
take meaningful action in the decade since this landmark decision and, to the extent that it is within its
power, should provide property owners in all states necessary protection from economic development and
closely related takings, such as blight-related takings. Since there is a subjective element to determining
whether a taking is for economic development, the condemnor should be required to establish that a taking
would not have occurred were it not for the purpose of economic development. Local governments often
use broad definitions of “blight” to seize private property, including non-blighted property that is located
in an allegedly blighted area. Only property that itself is legitimately blighted, such as property that poses
a concrete harm to health and safety, should be allowed to be seized. Congress should withhold grants for
infrastructure development to states or other jurisdictions that invoke eminent domain to seize private
property either for economic development, unless the condemnor can demonstrate that the taking would
not have occurred but for economic development and is for a public use, or to address blight, unless the
property itself poses a concrete harm to health and safety."

Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019 209

<
=
=
o
-
m




[T
—
=
-
panr
=2
=

The Heritage Foundation | heritage.org/BlueprintForBalance

ENDNOTES

1.

Estimated savings of $163 million for FY 2019 are based on U.S. Office of Personnel Management, Official Time Usage in the Federal
Government: Fiscal Year 2014, March 2017, https://www.opm.gov/policy-data-oversight/labor-management-relations/reports-on-official-
time/reports/2014-official-time-usage-in-the-federal-government.pdf (accessed May 14, 2018). The OPM estimated the cost of official time
in FY 2014 at $162.5 million. Absent more recent data, Heritage experts assume the same figure of $162 million for FY 2019. This estimate
almost certainly understates the true costs of official time, as a 2014 GAO report found significant problems and inaccuracies in agencies’
reporting of official time that led to underreporting. See U.S. Government Accountability Office, Labor Relations Activities: Actions Needed
to Improve Tracking and Reporting of the Use and Cost of Official Time, GAO-15-9, October 2014, https://www.gao.gov/assets/670/666619.
pdf (accessed May 14, 2018). Heritage experts do not include any estimated savings for charging unions for their use of federal office space
because Heritage experts do not have the necessary data to estimate those savings.

Estimated savings of $8.392 billion for FY 2019 were calculated by comparing current public construction spending of $291.1 billion
annually as found in press release, “Monthly Construction Spending, February 2018,” U.S. Department of Commerce, Economics and
Statistics Administration, U.S. Census Bureau, April 2, 2018, https:/www.census.gov/construction/c30/pdf/pr201802.pdf (accessed

May 14, 2018), to spending levels in the absence of Davis-Bacon. Davis-Bacon increases construction costs by an estimated 9.9 percent

as documented in Sarah Glassman, Michael Head, David G. Tuerck, and Paul Bachman, The Federal Davis-Bacon Act: The Prevailing
Mismeasure of Wages, Beacon Hill Institute at Suffolk University, February 2008, http:/www.beaconhill.org/BHIStudies/PrevWage08/
DavisBaconPrevWage080207Final.pdf (accessed May 14, 2018). The CBO estimates that Davis-Bacon covers 32 percent of all public
construction spending ($93.155 billion in 2018). In the absence of Davis-Bacon’s 9.9 percent increase in costs, that spending would cost only
$84.763 billion, a difference of $8.392 billion. Heritage experts assume that the FY 2018 public construction costs remain constant in FY
2019 and that federal taxpayers capture all of the value of the savings from eliminating Davis-Bacon.

Obergefell v. Hodges, 576 U.S. __ (2015), https://www.supremecourt.gov/opinions/14pdf/14-556_3204.pdf (accessed May 14, 2018).

The Heritage Foundation, “People of Faith Deserve Protection from Government Discrimination in the Marriage Debate,” Factsheet No. 160,
July 2, 2015, http://thf _media.s3.amazonaws.com/2015/pdf/FS_160.pdf.

State of Ohio et al. v. U.S. Army Corps of Engineers et al., Nos. 15-3799/3822/3853/3887, Order of Stay (6th Cir. 2015), http:/www.ca6.
uscourts.gov/opinions.pdf/15a0246p-06.pdf (accessed May 14, 2018).

See Eric A. Fischer, “Public Access to Data from Federally Funded Research: Provisions in OMB Circular A-110,” Congressional Research
Service Report for Congress, March 1, 2013, https://fas.org/sgp/crs/secrecy/R42983.pdf (accessed April 12, 2018), and Center for Regulatory
Effectiveness, “President Signs Data Access Law (P.L. 105-277 http://www.thecre.com/ombpapers/PL105-277.htm (accessed April 12, 2018).
See Curtis W. Copeland and Michael Simpson, “The Information Quality Act: OMB’s Guidance and Initial Implementation,” Congressional
Research Service Report for Congress, August 19, 2004, https://fas.org/sgp/crs/RL32532.pdf (accessed April 12, 2018).

Consolidated Appropriations Act of 2001, Public Law 106-554, 106th Cong., December 21, 2000, § 515, https:/www.gpo.gov/fdsys/pkg/
PLAW-106publ554/pdf/PLAW-106publ554.pdf (accessed April 12, 2018).

Robert Gordon and Diane Katz, eds., Environmental Policy Guide: 167 Recommendations for Environmental Policy Reform, The Heritage
Foundation, 2015, http:/www.heritage.org/research/reports/2015/03/environmental-policy-guide.

Kelo v. City of New London, 545 U.S. 469 (2005), https://www.law.cornell.edu/supct/html/04-108.ZS.html (accessed April 12, 2018).

Daren Bakst, “A Decade After Kelo: Time for Congress to Protect American Property Owners,” Heritage Foundation Backgrounder

No. 3026, June 22, 2015, http://www.heritage.org/research/reports/2015/06/a-decade-after-kelo-time-for-congress-to-protect-american-
propertyowners#_ftnl.
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PRESIDENT HOUSE SENATE RSC

End Funding for the United Nations Development Program

The UNDP conducts projects in more than 170
countries around the world. It aspires to be the
U.N. system’s premier anti-poverty agency, but the
impact of the billions of dollars it spends every year
on antipoverty programs is unclear. For example, a
2012 report commissioned by the UNDP found that
the organization spent over $8 billion on antipov-
erty activities between 2004 and 2011 but that this
focus was lost at the country level:

At the strategic planning level and at the execu-
tive board level, poverty reduction is accorded top

ADDITIONAL READING

priority. By the time the issue reaches the country
level, however, the focus on poverty reduction of-
ten becomes diluted.... Many of [the UNDP’s] ac-
tivities have only remote connections with poverty,
ifat all.?

Moreover, UNDP aid meant to assist suffering
populations in many authoritarian countries inad-
vertently helps to perpetuate their suffering. In the
past, the UNDP has funded inappropriate activities
in Iran, North Korea, Venezuela, and Zimbabwe.?

B Ambassador Terry Miller, “The United Nations and Development: Grand Aims, Modest Results,” Heritage

Foundation Special Report No. 86, September 22, 2010.

B Brett D. Schaefer, “Why Does UNDP Continue to Aid Repressive Regimes?” The Daily Signal, August 27, 2010.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee

INCLUDED

EXPLANATION

No funding for International Organizations and Programs account,
which funds UNDP.

Reduces contributions to International Organizations and Programs
account and says UNDP is “susceptible to fraud, waste, and abuse.”

Recommends eliminating International Organizations and Programs
account.
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PRESIDENT HOUSE

SENATE RSC

Eliminate the Overseas Private Investment Corporation

Created in 1969 at the request of the Nixon Ad-
ministration to promote investment in developing
countries, OPIC provides loans and loan guarantees,
subsidizes risk insurance against losses resulting
from political disruption; and capitalizes invest-
ment funds. In today’s global economy, many pri-
vate firms in the developed and developing worlds
offer investment loans and political-risk insurance.
OPIC can displace these private options. Worse,
when it guarantees investments in risky foreign
environments, countries have less reason to adopt
investor-friendly policies.

Itis also far from clear that OPIC projects directly
support U.S. economic security or interests. Exam-
ples include $85 million in loans for a major hotel
and apartment complex in Afghanistan that was
never properly overseen and never completed; $67

ADDITIONAL READING

million to finance 13 projects in the Palestinian
territories while a unity government was formed
with Hamas; and financing for Papa John’s pizza
franchises in Russia, a chain of Wendy’s branded
franchise restaurants in Georgia, and development
of Century 21 brand real estate franchising in Brazil.

OPIC activities might have been justified 50 years
ago, when international financial markets were less
pervasive, but the number of countries that now
lack access to financial markets or that pose sub-
stantial political risk to investors is far less than the
160-plus countries where OPIC is authorized to do
business. In today’s globalized trading and invest-
ment environment, foreign investors should base
their decisions not on whether a government agency
will cover their risks, but on whether investment
makes economic sense on its own merits.

B Bryan Riley, Brett D. Schaefer, and James M. Roberts, “Congress Should Support the Trump Administration’s
Proposal to Close Down OPIC,” Heritage Foundation /ssue Brief No. 4735, July 14, 2017.

B Bryan Riley and Brett D. Schaefer, “Time to Privatize OPIC,” Heritage Foundation /ssue Brief No. 4224, May 19, 2014,

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

EXPLANATION

OPIC would be eliminated, but DFI would continue to serve the
same role.
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PRESIDENT HOUSE SENATE RSC

Eliminate Funding for the United Nations Population Fund

For years, the U.S. withheld funding for the UNFPA
under the Kemp-Kasten Amendment, which pro-
hibits U.S. international aid from supporting coer-
cive abortion procedures or involuntary steriliza-
tion.® In 2009, President Barack Obama announced
that he would allow funding to be reinstituted, and
the U.S. has since sent tens of millions of taxpayer
dollars to the UNFPA. The most recent allocation
was $68 million in FY 2016.

ADDITIONAL READING

In a January 23, 2017, Presidential Memorandum,
President Donald Trump directed the “Secretary of
State to take all necessary actions, to the extent per-
mitted by law, to ensure that U.S. taxpayer dollars do
not fund organizations or programs that support or
participate in the management of a program of coer-
cive abortion or involuntary sterilization.”” In April,
the Trump Administration announced that it would
withhold $32.5 million in funding for the UNFPA.?

B Brett D. Schaefer, “Congress Should Renew the Report Requirement on U.S. Contributions to the U.N. and Reverse
Record-Setting Contributions to the U.N.,” Heritage Foundation WebMemo No. 3324, July 22, 2011

® Qlivia Enos, Sarah Torre, and William T. Wilson, “An Economic and Humanitarian Case for Pressing China to Rescind
the Two-Child Policy,” Heritage Foundation Backgrounder No. 3146, November 18, 2016.

PROPOSAL STATUS

President’s Budget (FY2019) INCLUDED

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

Republican Study Committee INCLUDED

EXPLANATION

No request for International Organizations and Programs account,
which funds voluntary contributions to U.N.-affiliated and other
international organizations, including UNFPA.

Reduces contributions to International Organizations and Programs,
including UNFPA.

Recommends eliminating International Organizations and Programs
account and objects to UNFPA funding for “family planning and
abortion funding abroad.”
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PRESIDENT HOUSE

SENATE RSC

Enforce Cap on United Nations Peacekeeping Assessments

Current U.S. law caps U.S. payments for U.N. peace-
keeping at 25 percent of the budget, but the U.N.
will assess the U.S. at 28.434 percent in 2018.1° In
the past, appropriations bills allowed payments
above the 25 percent cap to avoid arrears. Congress
ended this practice for FY 2018 and should con-
tinue to enforce the cap and not pay any resulting
arrears until the U.N. adopts a scale of assessments
that specifies a 25 percent maximum share for any
member state.

ADDITIONAL READING

The Trump Administration has repeatedly stated
its desire to reduce the U.S. share of the U.N. peace-
keeping budget to 25 percent. President Trump re-
iterated this objective in his September 2017 speech
to the U.N,, stating that “[t]he United States bears
an unfair cost burden” and “that no nation should
have to bear a disproportionate share of the burden,
militarily or financially.”" Congress enforced the 25
percent cap in FY 2018 and should continue to do
so until the U.N. adopts a maximum peacekeeping
assessment of 25 percent.

® Brett D. Schaefer, “Diplomatic Effort to Reduce America’s Peacekeeping Dues Must Start Now,” Heritage

Foundation /ssue Brief No. 4781, November 1, 2017.

B Brett D. Schaefer, “The U.S. Should Push for Fundamental Changes to the United Nations Scale of Assessments,”

Heritage Foundation Backgrounder No. 3023, June 11, 2015.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

FY 2019 State Department Congressional Budget Justification
requests $1.196 billion for Contributions to International
Peacekeeping.

Recommends enforcing 25 percent cap on U.S. assessments.
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PRESIDENT HOUSE SENATE RSC

Reduce U.S. Funding for the United Nations Relief
and Works Agency for Palestine Refugees

The UNRWA was established more than 60 years
ago as a temporary initiative to address the needs
of Palestinian refugees and facilitate their resettle-
ment or repatriation, but by applying refugee status
to the descendants of the original refugees, it has
caused the problem to grow larger. This is unique to
the UNRWA: The definition of “refugee” employed
by the United Nations High Commissioner for
Refugees (UNHCR), which addresses every other
refugee population for the U.N,, is consistent with
the 1951 Refugee Convention. To advance the long-
term prospects for peace, the U.S. should encourage
winding down the UNRWA to end the refugee status
of Palestinians and facilitate their integration as
citizens of their host states or resettlement in the
West Bank and Gaza, where the Palestinian gov-
ernment should be responsible for their needs. The

ADDITIONAL READING

few remaining first-generation Palestinian refugees
and those more recently displaced should be placed
under the responsibility of the UNHCR.

The Trump Administration decided to withhold
$65 million of a scheduled $125 million payment in
January 2018 and notified the UNRWA that future
funding would depend on the adoption of reforms.
Congress should work with the Administration

to phase out the UNRWA by supporting a policy
of shifting responsibility for recent Palestinian
refugees to the UNHCR, shifting UNRWA funding
to governments hosting Palestinians to facilitate
integration, and demanding that the Palestinians
assume responsibility for the services provided by
the UNRWA.

B Brett D. Schaefer and James Phillips, “Time to Reconsider U.S. Support of UNRWA,” Heritage Foundation

Backgrounder No. 2997, March 5, 2015.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

) NOT
House Budget Resolution ADDRESSED
) NOT
Senate Budget Resolution ADDRESSED
_ . NOT
Republican Study Committee ADDRESSED

EXPLANATION

FY 2019 State Department Congressional Budget Justification
requests $2.04 billion under MRA-Overseas Contingency Operation
for humanitarian needs.
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PRESIDENT HOUSE SENATE RSC

Eliminate Funding for the Global Environment Facility

The GEF manages the Special Climate Change Fund
and the Least Developed Countries Fund, with a
heavy emphasis on grants and financing for glob-
al-warming-adaptation projects. Since its inception
by the World Bank and U.N. in 1991, the GEF has
been the designated financial mechanism for a
number of problematic international agreements,
including the U.N. Convention on Biological Diversi-
ty, UN. Framework Convention on Climate Change,
Stockholm Convention on Persistent Organic Pol-
lutants, U.N. Convention to Combat Desertification,
Minamata Convention on Mercury, and Montreal
Protocol on Substances that Deplete the Ozone
Layer, as well as a number of international waters

ADDITIONAL READING

agreements such as the U.N. Convention on the Law
of the Sea."*

According to a 2014 Transparency International
report, the GEF lacks transparency in public access
to information, anticorruption measures at the
fund-recipient level, accountability at the executive
level, and participation of project stakeholders.'
Instead of using taxpayer dollars to fund energy
and international climate-change projects, the U.S.
should commit to free-market principles that will
provide affordable, reliable energy, not govern-
ment-selected technologies and energy sources.

B David W. Kreutzer, “A Cure Worse Than the Disease: Global Economic Impact of Global Warming Policy,” Heritage

Foundation Backgrounder No. 2802, May 28, 2013.

®  Nicolas D. Loris, “Economic Freedom, Energy, and Development,” Chapter 5 in Terry Miller and Anthony B. Kim,
2015 Index of Economic Freedom (Washington: The Heritage Foundation and Dow Jones & Company, Inc., 2015).

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
_ NOT
House Budget Resolution ADDRESSED
_ NOT
Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

FY 2019 State Department Congressional Budget Justification
requests $68.3 million for GEF.

Recommends ending U.S. funding for Special Climate Change Fund
and Least Developed Countries Fund, which are managed by GEF.
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PRESIDENT HOUSE SENATE RSC

Eliminate the U.S. Trade and Development Agency

The USTDA was created in 1961 to help companies
create U.S. jobs through the export of U.S. goods
and services for priority development projects in
emerging economies. The USTDA asserts that it

“links U.S. businesses to export opportunities by
funding project planning activities, pilot projects,
and reverse trade missions while creating sustain-
able infrastructure and economic growth in partner
countries.”” In practice, however, the USTDA has
become little more than another source of taxpay-
er-subsidized crony corporatism.

ADDITIONAL READING

The USTDA’s activities belong more properly to the
private sector. The best way to promote trade and
development is to reduce trade barriers. Another
way is to reduce the federal budget deficit and there-
by reduce federal borrowing from abroad so that
more foreign dollars can be spent on U.S. exports
instead of federal treasury bonds. A dollar borrowed
from abroad by the government is a dollar not
available to buy U.S. exports or invest in the private
sector of the U.S. economy.*

B James M. Roberts and Brett D. Schaefer, “An Overhaul of America’s Foreign Assistance Programs Is Long Overdue,”
Heritage Foundation Backgrounder No. 3247, September 19, 2017.

B “Eliminate the U.S. Trade and Development Agency,” in Republican Study Committee, Securing America’s Future

Economy: Fiscal Year 2018 Budget, pp. 150-151.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution REJECTED
. NOT
Senate Budget Resolution ADDRESSED

Republican Study Committee

INCLUDED

EXPLANATION

$12.1 million to conduct an orderly closeout of the agency beginning
in FY 2018.

Does not assume closure of USTDA.

Cuts $60 million and closes down USTDA.
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Overhaul Foreign Assistance Programs

The broad goals of U.S. assistance programs have
long been to assist people in crises, enhance market
opportunities for American products and invest-
ments by catalyzing economic growth in developing
countries, and promote U.S. national security and
foreign policy by supporting allies and countering
adversaries. These are worthy goals. U.S. foreign
assistance needs to update concepts and priorities,
eliminate duplication and waste, and address chang-
ing circumstances. Fundamental reform has lan-
guished far too long. As a result, many U.S. foreign
aid programs can no longer help countries in need
or serve U.S. interests effectively.

America’s fragmented and micromanaged foreign
aid programs, split among more than 25 federal
agencies, must be refitted to meet 21st-centu-

ry challenges.

ADDITIONAL READING

The United States Agency for International De-
velopment (USAID) needs to be completely re-
structured, with its core health and humanitarian
missions incorporated into the State Department.

The Millennium Challenge Corporation should take
charge of all U.S. development assistance with the
goal of graduating all countries from the need for
foreign aid.

Properly designed and directed, U.S. foreign aid can
support America’s national interests by addressing
humanitarian crises; promoting policy changes
necessary for economic growth led by the private
sector, which is the most reliable and sustainable
path to development; or advancing U.S. diplomatic
and security priorities.

B James M. Roberts and Brett D. Schaefer, “An Overhaul of America’s Foreign Assistance Programs Is Long Overdue,”
Heritage Foundation Backgrounder No. 3247, September 19, 2017.
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PRESIDENT HOUSE SENATE RSC

Taking steps to consolidate or eliminate the following programs could result in considerable annual

budgetary savings.

Save more than $1 billion by eliminating Assistance for Europe Eurasia and Central Asia (AEECA), a post—

Cold War account that has fulfilled its purpose.

PROPOSAL STATUS
. , NOT
President’s Budget (FY2019) ADDRESSED
House Budget Resolution REJECTED
Senate Budget Resolution REJECTED
. . NOT
Republican Study Committee ADDRESSED

EXPLANATION

Appropriates $691.6 million.

Appropriates $750.3 million.

PRESIDENT HOUSE SENATE RSC

Save $52.5 million by eliminating the African Development Foundation and the Inter-American Foundation.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

Senate Budget Resolution REJECTED

INCLUDED

Republican Study Committee

EXPLANATION

Consolidates into USAID. No dollar amount specified.

In FY 2018, $26.3 million.

In FY 2018, $52.5 million.

Cuts $54 million and eliminates these programs.
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PRESIDENT HOUSE SENATE RSC

Cut $60 million from the Department of Labor’s International Labor Affairs budget and move its remaining
work to the Millennium Challenge Corporation.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) ADD,;EESED
House Budget Resolution ADD,;CI;LSED
Senate Budget Resolution REJECTED In FY 2018, $59.8 million.

Republican Study Committee INCLUDED Cuts $60 million.

PRESIDENT HOUSE SENATE RSC

Move USAID’s Development Credit Authority (DCA) to the Millennium Challenge Corporation to save a
portion of its $9 million annual administrative cost.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) REJECTED In FY 2018, $9.12 million for DCA administrative expenses.
House Budget Resolution REJECTED In FY 2018, $9.12 million for DCA administrative expenses.
Senate Budget Resolution REJECTED In FY 2018, up to $10 million for DCA administrative expenses.
NOT

Republican Study Committee ADDRESSED
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PRESIDENT HOUSE SENATE RSC

Save $80 million annually by closing the 15 smallest of USAID’s 100 overseas missions, administering their
existing foreign aid programs from USAID regional offices, and reducing the cost of those programs by
20 percent.*

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) AD DT{%ESED
House Budget Resolution AD DE(E;SED
Senate Budget Resolution ADD,\FIEESED
Republican Study Committee AD DE(E;SED
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Policy Riders

Increase oversight of international organizations. U.N. system revenues from assessed and voluntary
contributions increased from $14.96 billion in 2002 to $45.72 billion in 2016. The U.S. remains the largest
contributor, providing one-fifth of total contributions annually over that period. In 2016, the U.S. provided
$9.72 billion to the U.N. system according to the U.N. Chief Executives Board. The Department of State
Authorities Act, Fiscal Year 2017 (S.1635), enacted in 2016, requires the Office of Management and Budget
to submit an annual report to Congress on U.S. contributions to the U.N. system, but that report does not
address the question of whether the U.S. is receiving good value for those contributions. The U.S. should
conduct a cost-benefit analysis of U.S. participation in all international organizations and establish a
dedicated unit for international-organization issues in the Office of Inspector General for the Department
of State.? In the FY 2019 budget, the Trump Administration announced that “the Department of State and
USAID will review multilateral aid and contributions to evaluate how each multilateral organization to
which the United States belongs advances American interests.”

Do not fund activities related to unratified treaties. If a treaty has not received the advice and consent
of the Senate and has not been properly implemented in U.S. law, the U.S. should not fund any of its activities,
either in the U.S. or elsewhere. Treaties are compacts between the nations that are party to them and

should therefore be funded by the nations that have legally accepted their obligations. The only exception

to this principle is that the U.S. should be able to pay the costs of its own diplomatic delegations that attend
meetings related to treaties the U.S. is negotiating or related to treaties to which the U.S. is not party. This
exception, however, does not allow for the funding of treaty bodies or any delegation other than that of the
United States.
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ENDNOTES

1.

Savings of $79.8 million in FY 2019 are based on regular resource contributions by the United States as reported in U.N. Development
Programme, “Our Funding: Regular Resource Contributions for 2017 as of January 2018,” http://www.undp.org/content/undp/en/home/
funding/core-donors.html (accessed May 16, 2018). Heritage experts assume that spending holds steady in FY 2018 and 2019.

George Russell, “UN’s $5.7B Anti-Poverty Agency Doesn’'t Do Much to Reduce Poverty, According to Its Own Assessment,” Fox News,
January 14, 2013, http://www.foxnews.com/world/2013/01/14/uns-55b-anti-poverty-agency-doesnt-do-much-to-reduce-poverty-according-
to-its/ (accessed April 3, 2018).

Brett Schaefer, “Why Does UNDP Continue to Aid Repressive Regimes?” The Daily Signal, August 27, 2010, http://dailysignal.
com/2010/08/27/why-does-undp-continue-to-aid-repressive-regimes/.

Savings of -$171 million (an increase in spending of $171 million) for FY 2019 are based on the CBO’s most recent April 2018 baseline
spending projections. The higher spending includes $323 million in discretionary revenue losses, partially offset by $152 million in mandatory
spending savings, for a total spending increase of $171 million in FY 2019.

Estimated savings of $32.5 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018, Public Law 115-141, 115th Cong., https://www.congress.gov/115/bills/hr1625/BILLS-115hr1625enr.pdf (accessed May 15, 2018).
Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Daniel Briggs, “The Kemp-Kasten Provision and UNFPA Funding,” Americans United for Life, April 23, 2010, http:/www.aul.org/2010/04/
the-kemp-kasten-provision-and-unfpa-funding/ (accessed January 26, 2016). “The United Nations Fund for Population Activities was
established as a trust fund in 1967 and began operations in 1969. In 1987, it was officially renamed the United Nations Population Fund,
reflecting its lead role in the United Nations system in the area of population. The original abbreviation, UNFPA, was retained.” United
Nations Population Fund, “Frequently Asked Questions: What Does UNFPA Stand For?” last updated January 2018, https:/www.unfpa.org/
frequently-asked-questions#acronym (accessed May 16, 2018).

Donald J. Trump, “Presidential Memorandum Regarding the Mexico City Policy,” The White House, January 23, 2017, https:/www.whitehouse.
gov/presidential-actions/presidential-memorandum-regarding-mexico-city-policy/ (accessed April 3, 2018).

Nurith Aizenman, “Citing Abortions in China, Trump Cuts Funds for U.N. Family Planning Agency,” NPR, April 4, 2017, https://www.npr.org/
sections/goatsandsoda/2017/04/04/522040557/citing-abortions-in-china-trump-cuts-funds-for-u-n-family-planning-agency (accessed
April 3, 2018).

Estimated savings of $234 million for FY 2019 are based on reducing the U.S. share of funding from 28.4344 percent to 25 percent. The
approved U.N. Peacekeeping budget was $6.803 billion for July 1, 2017, to June 30, 2018, as found in United Nations General Assembly,

“Approved Resources for Peacekeeping Operations for the Period from 1 July 2017 to 30 June 2018,” A/C.5/71/24, 71st Sess., June 30, 2017,

http://undocs.org/a/c.5/71/24 (accessed May 16, 2018). Heritage experts assume that this spending level holds steady through FY 2019.
The projected shares come from Report of the Secretary-General, “Implementation of General Assembly Resolutions 55/235 and 55/236,"
A/70/331/Add.], 70th Sess., December 28, 2015, http://www.un.org/en/ga/search/view_doc.asp?symbol=A/70/331/Add.] (accessed

May 16, 2018). Reducing the U.S. share from 28.4344 percent (as projected for 2018 and assumed for FY 2019) to 25 percent saves $234
million in FY 2019.

The U.S. peacekeeping assessment is established in three-year sets, the most recent being for 2016-2018. The specific assessment can
fluctuate from year to year within each three-year scale and also when new scales are adopted using updated economic data. In addition,
the U.N. peacekeeping budget can change significantly as new missions are established or existing missions are expanded, contracted,

or closed.

Donald J. Trump, “Remarks by President Trump to the 72nd Session of the United Nations General Assembly,” The White House,
September 19, 2017, https://www.whitehouse.gov/briefings-statements/remarks-president-trump-72nd-session-united-nations-general-
assembly/ (accessed April 5, 2018).

Estimated savings of $182 million for FY 2019 are based on 50 percent of the reported 2017 contribution of $364.3 million as listed in United
Nations Relief and Works Agency for Palestine Refugees, “2017 Pledges to UNRWA’s Programmes (Cash and In-kind)—QOverall Donor
Rankings as [of] December 31, 2017 https://www.unrwa.org/sites/default/files/overalldonor_ranking.pdf (accessed May 16, 2018). Heritage
experts assume that FY 2017 donations remain constant through FY 2019. Savings are based on reducing spending by 50 percent in

FY 2019 to draw down the agency’s funding.

Estimated savings of $140 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

See, for example, Global Environment Facility, “About Us,” https:/www.thegef.org/about-us (accessed May 16, 2018), and Global
Environment Facility, “Conventions,” https://www.thegef.org/partners/conventions (accessed May 16, 2018).

Lisa Elges and Claire Martin, Protecting Climate Finance. An Anti-Corruption Assessment of the Adaptation Fund. Transparency International,
2014, https://www.transparency.org/whatwedo/publication/protecting_climate_finance_adaptation_fund (accessed April 3, 2018).
Estimated savings of $79.5 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

U.S. Trade and Development Agency, “Our Mission,” http:/www.ustda.gov/about/mission (accessed January 12, 2016).

Bryan Riley and Anthony B. Kim, “Freedom to Trade: A Guide for Lawmakers,” Heritage Foundation Backgrounder No. 3064,

October 20, 2015, http://thf-reports.s3.amazonaws.com/2015/BG3064.pdf.
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Estimated savings of $1.195 billion for FY 2019 are based on proposed reforms reported in James Roberts and Brett Schaefer, “An

Overhaul of America’s Foreign Assistance Programs Is Long Overdue,” Heritage Foundation Backgrounder No. 3247, September 19, 2017.
Although a comprehensive overhaul would generate substantial savings, we include only a portion of those savings that can easily be
estimated. Estimated savings for FY 2019 include $995 million from eliminating Assistance for Europe, Eurasia and Central Asia based

on the CBO’s most recent April 2018 baseline spending projections; $55 million for eliminating the African Development Foundation ($31
million) and Inter-American Foundation ($24 million) based on the CBO’s most recent April 2018 baseline spending projections; $60

million from reducing the Department of Labor’s International Labor Affairs budget and moving its remaining work to the Millennium
Challenge Corporation; $4.5 million in administrative savings from moving USAID’s Development Credit Authority to the Millennium
Challenge Corporation based on its current $9 million administrative budget as reported in U.S. Department of State, Congressional
Budget Justification: Department of State, Foreign Operations, and Related Programs, Fiscal Year 2018, https://www.state.gov/documents/
organization/271013.pdf (accessed May 16, 2018); and $80 million from closing the 15 smallest of USAID’s 100 overseas missions,
administering their existing foreign aid programs from USAID regional offices, and reducing the cost of those programs by 20 percent as
reported in ibid. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

The estimate of $80 million in annual savings was calculated by summing the annual operating expenses (Objective 6) for each of the
smallest 15 USAID missions, ranked according to overall budget amount requested for each USAID mission, and adding a total of 20 percent
of the grants and other assistance requested for the smallest 15 missions, which can be cut when those programs are administered more
efficiently from a regional location.

Brett D. Schaefer, “U.S. Should Demand Increased Transparency and Accountability as U.N. Revenues Rise,” Heritage Foundation /ssue Brief
No. 4154, February 26, 2014, https://www.heritage.org/report/us-should-demand-increased-transparency-and-accountability-un-revenues-rise.
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PRESIDENT HOUSE SENATE RSC

Eliminate the Essential Air Service Program

The EAS was established in 1978 as a temporary
program to provide subsidies to rural airports fol-
lowing deregulation of the airline industry. Despite
the original intention that it would be a temporary
program, the EAS still provides millions of dollars in
subsidies to these airports. In fact, spending on the
EAS has increased by 600 percent since 1996 in con-
stant dollar terms, despite the fact that commuters
on subsidized routes could be served by other, exist-
ing modes of transportation such as intercity buses.

The EAS squanders federal funds on flights that are
often empty: EAS flights typically are only half-full,
and planes on nearly one-third of the routes are at

ADDITIONAL READING

least two-thirds empty. For example, the EAS pro-
vides $2.5 million annually to continue near-empty
daily flights in and out of Lancaster, Pennsylvania,
even though travelers have access to a major airport
(Harrisburg) just 40 miles away. To remain on the
dole, airports served by the EAS must serve no more
than an average of 10 passengers per day.

The federal government should not engage in mar-
ket-distorting and wasteful activities like the EAS.
If certain routes are to be subsidized, they should
be overseen by state or local authorities, not by the
federal government.

®  Justin Bogie, Norbert J. Michel, and Michael Sargent, “Senate Bill Should Cut Wasteful Programs and Provide Long-
Term Sustainability for Highway Programs,” Heritage Foundation /ssue Brief No. 4566, May 18, 2016.

m E|i Lehrer, “EAS a Complete Waste of Taxpayer Money,” Heartland Institute, undated.

PROPOSAL STATUS

President’s Budget (FY2019) PARTIALLY

INCLUDED

. NOT

House Budget Resolution ADDRESSED
) NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Cuts discretionary EAS funding by $93 million but does not reform
mandatory spending.

Eliminates EAS.
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PRESIDENT HOUSE SENATE RSC

Eliminate the Appalachian Regional Commission

The Appalachian Regional Commission was estab- program directs federal funding to a concentrated
lished in 1965 as part of President Lyndon Johnson’s  group of 13 states where funds are further ear-

Great Society agenda. The commission duplicates marked for specific projects at the community level.
highway and infrastructure construction under the

Department of Transportation’s highway program If states and localities see the need for increased

in addition to diverting federal funding to projects spending in these areas, they should be responsible
of questionable merit, such as those meant to sup- for funding it themselves. This duplicative carve-out
port “heritage tourism and crafts industries.”® The should be eliminated.

ADDITIONAL READING

®  Justin Bogie, Norbert J. Michel, and Michael Sargent, “Senate Bill Should Cut Wasteful Programs and Provide Long-
Term Sustainability for Highway Programs,” Heritage Foundation /ssue Brief No. 4566, May 18, 2016.

PROPOSAL

President’s Budget (FY2019)

House Budget Resolution

Senate Budget Resolution

Republican Study Committee

STATUS EXPLANATION

REJECTED FY 2018 elimination of ARC removed from FY 2019 proposal.

NOT
ADDRESSED

NOT
ADDRESSED

INCLUDED Eliminates ARC.
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PRESIDENT HOUSE SENATE RSC

Eliminate Subsidies for the Washington
Metropolitan Area Transit Authority

The WMATA, Washington, D.C/’s local transit au-
thority, is the only transit authority to receive direct
appropriations from Congress.

Federal subsidies for the WMATA decrease incen-
tives for the transit agency to control costs, opti-
mize service routes, and set proper priorities for
maintenance and updates. Metrorail ridership has
plummeted every year since 2009 and declined 13
percent from 2016 to 2017.

These ridership and safety issues come to the fore
as Metro’s financial picture looks increasingly
grim. The agency’s budget projection shows a $300
million shortfall for 2018, even after receiving huge
local and federal subsidies. This is largely due to

ADDITIONAL READING

Metro’s exorbitant costs: The rail system is the
most expensive to operate per passenger mile of
any of the major urban rail systems, and it has more
employees than any other system when adjusted
for ridership.

Federal subsidies for the WMATA have masked
Metro’s shortcomings and allowed it to reach its
current dilapidated state with little consequence.
Instead of fixing its manifold issues, the WMATA’s
strategy has been to demand more money from fed-
eral taxpayers, many of whom will likely never use
the system. Congress should eliminate subsidies to
the WMATA and allow market incentives to turn the
WMATA into a more effective transit agency.

B Michael Sargent, “Death Spiral or Not, Washington’s Metro Is a Total Disaster,” National Interest, November 4, 2016.
B Ronald D. Utt, “Washington Metro Needs Reform, Not a Federal Bailout,” Heritage Foundation WebMemo No. 1665,

October 16, 2007.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
_ NOT
House Budget Resolution ADDRESSED
_ NOT
Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

No cuts in WMATA funding.

Eliminates WMATA funding.
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PRESIDENT HOUSE SENATE RSC

Eliminate Grants to the National Rail Passenger

Service Corporation (Amtrak)

The National Railroad Passenger Corporation, now
known as Amtrak, was created by the federal gov-
ernment to take over bankrupt private passenger
rail companies. In FY 2016, it received an operating
grant of $289 million and a capital and debt-service
grant of $1.1 billion. Since its inception, Amtrak has
received about $71 billion (in 2016 dollars) in tax-
payer-funded federal grants.

Amtrak is characterized by an unsustainable finan-
cial situation and management that, hamstrung by
unions and federal regulations, has failed to improve
performance and service for customers. Amtrak’s
monopoly on passenger rail service stifles compe-
tition that could lower costs for passengers. Labor
costs, driven by the generous wages and benefits
required by union labor agreements, constitute

half of Amtrak’s operating costs. Amtrak trains are

ADDITIONAL READING

notoriously behind schedule, as evidenced by poor
on-time performance rates.

Congress should eliminate Amtrak’s operating sub-
sidies in FY 2018 and phase out its capital subsidies
over five years to give Amtrak’s management time
to modify business plans, work more closely with
the private sector, reduce labor costs, and eliminate
money-losing lines. Simultaneously, the Secretary
of Transportation should generate a proposal to
privatize Amtrak’s profitable routes and turn over
responsibilities for state-supported routes to the
states. During this phaseout, Congress should repeal
Amtrak’s monopoly on passenger rail service and
allow private companies to enter the market and
provide passenger rail service where they see a via-
ble commercial market.

B Tad DeHaven, “Downsizing the Federal Government: Privatizing Amtrak,” Cato Institute, June 2010.
B Ronald D. Utt, “Chairman Mica’s New Amtrak Proposal Would Use the Private Sector to Reform Passenger Rail,”

Heritage Foundation WebMemo No. 3290, June 13, 2011.

PROPOSAL STATUS

PARTIALLY
INCLUDED

President’s Budget (FY2019)

PARTIALLY

House Budget Resolution INCLUDED

NOT

Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION
Reduces funding by $757 million and seeks to reform long-distance

routes and other operations.

Assumes lower operating subsidies.

Eliminates operating and capital grants.
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PRESIDENT HOUSE SENATE RSC

Close Down the Maritime Administration

and Repeal the Maritime Jones Act

MARAD was created in 1950, and its purpose is to
maintain a maritime fleet that can be used during a
national emergency. Decades later, it continues to
oversee and implement duplicative and crony laws
for the benefit of special interests.

MARAD and the laws it implements are steeped

in protectionism and subsidies. For example, its
subsidies to small shipyards are a taxpayer-funded
handout to politically favored firms that may not be
efficient or competitive. MARAD further provides
taxpayer-backed loan guarantees for companies to
hire U.S. shipbuilders under its Maritime Guaran-
teed Loan (Title XI) Program—another handout to
politically connected entities. Finally, the maritime

ADDITIONAL READING

Jones Act, established in 1920, requires unreason-
able and overly burdensome standards: Any cargo
(or persons) shipped between two U.S. cities must
be on a U.S.-built and U.S.-flagged vessel with at least
75 percent of its crew from the U.S.

Congress should close down the Maritime Admin-
istration and transfer its international regulatory
roles to another agency. The federal government
should sell the government-owned ships in the
Defense Ready Reserve Fleet and transfer funding
for this program to the Department of Defense. Si-
multaneously, Congress should repeal the maritime
Jones Act and MARAD’s wasteful subsidy programs.

®  \Wendell Cox and Ronald D. Utt, “How to Close Down the Department of Transportation,” Heritage Foundation

Backgrounder No. 1048, August 17, 1995.

B Brian Slattery, Bryan Riley, and Nicolas D. Loris, “Sink the Jones Act: Restoring America’s Competitive Advantage in
Maritime-Related Industries,” Heritage Foundation Backgrounder No. 2886, May 22, 2014.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) REJECTED Includes MARAD funding.
House Budget Resolution ADD’;(I;;SED
Senate Budget Resolution ADD,\FIQgLSED
Republican Study Committee m CRITIEJIAI‘DIIELS Repeals Jones Act.
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PRESIDENT HOUSE SENATE RSC

Eliminate Capital Investment Grants

Capital Investment Grants were created in 1991
as part of the Intermodal Surface Transportation
Efficiency Act with the purpose of giving transit
agencies grants for new transit projects. Because
New Starts is a competitive grant program that
funds only novel transit projects, not maintenance
of existing systems, it gives localities the incentive
to build costly and unnecessary transit systems
that they can ill afford to operate and maintain.
This comes at the expense of maintaining exist-
ing infrastructure.

Criteria for eligible projects include “congestion
relief,” “environmental benefits,” and “economic
development effects” but—tellingly—no longer in-
clude “operating efficiencies.”® In some cases, such

ADDITIONAL READING

as when a streetcar receives a Capital Investment
Grant, the project will increase traffic congestion by
blocking a lane and slowing down cars. These proj-
ects are perennially over budget. A review of federal
studies examining 15 projects that were completed
shows that the projects were over budget by nearly
30 percent on average. Worse, the costs for these
expensive rail projects tend to detract funding from
more practical services, such as buses needed by
low-income residents.

Congress should terminate funding for Capital
Investment Grants and allow the states and private
sector to manage and fund transit systems where
they are truly effective.

B Randal O'Toole, “Paint Is Cheaper Than Rails: Why Congress Should Abolish New Starts,” Cato Institute Policy

Analysis No. 727, June 19, 2013.

B Randal O'Toole, Cato Institute, testimony before the Subcommittee on Highways and Transit, Committee on
Transportation and Infrastructure, U.S. House of Representatives, December 11, 2013.

PROPOSAL STATUS

President’s Budget (FY2019)

House Budget Resolution

NOT

Senate Budget Resolution

Republican Study Committee

INCLUDED

INCLUDED

ADDRESSED

INCLUDED

EXPLANATION

Limits funding to $1 billion for projects with existing full-funding
grant agreements; winds down CIG program.

Phases out CIG over five years.
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$40

SAVINGS IN MILLIONS® PRESIDENT HOUSE SENATE RSC

Privatize the Saint Lawrence Seaway Development Corporation

Created through the Wiley-Dondero Act 0f 1954, Privatization of this kind in the U.S. would encour-
the SLSDC is a government-owned entity charged age productivity and competitiveness and reduce
with maintaining and operating the part of the Saint ~ the burden on taxpayers. Congress should follow
Lawrence Seaway that is within United States terri- Canada’s example and privatize the SLSDC.

tory. The seaway opened in 1959. Canada, which also
borders the seaway, privatized its agency equivalent
in 1998, eliminating any future taxpayer funding for
its maintenance and operation activities.

ADDITIONAL READING

B Chris Edwards, “Downsizing the Federal Government: Department of Transportation Timeline of Government
Growth,” Cato Institute, undated.

B Justin Bogie, Norbert J. Michel, and Michael Sargent, “Senate Bill Should Cut Wasteful Programs and Provide Long-
Term Sustainability for Highway Programs,” Heritage Foundation /ssue Brief No. 4566, May 18, 2016.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) REJECTED Maintains SLSDC funding.
House Budget Resolution ADD’;(I;;SED
Senate Budget Resolution ADDE%LSED
Republican Study Committee ADD’;(I;;SED
234 Blueprint for Balance: A FEDERAL BUDGET FOR FISCAL YEAR 2019



S1.5

SAVINGS IN BILLIONS!X

The Heritage Foundation | heritage.org/BlueprintForBalance

PRESIDENT HOUSE SENATE RSC

Eliminate the National Infrastructure Investment (TIGER) Program

The National Infrastructure Investment Program
provides competitive grants administered by the
U.S. Department of Transportation. It began as part
of the 2009 stimulus bill and was intended to be a
temporary program that funded road, rail, transit,
and port projects in the national interest. Eight
years later, this “temporary” program has proven
too tempting a spending opportunity for Congress
and the Administration to give up and has remained
a permanent fixture.

Through the TIGER program, Washington sends
federal dollars to pay for projects that clearly fall
under the purview of local government and serve
no stated federal objective. Past projects include
a $16 million, six-mile pedestrian mall in Fresno,
California; a $14.5 million “Downtown Promenade”
in Akron, Ohio; and a $27.5 million streetcar line in

ADDITIONAL READING

Detroit, Michigan. TIGER grants amount to “ad-
ministrative earmarks,” because federal bureaucrats
(prodded by powerful Members of Congress) choose
the criteria that a project must meet and in turn
decide which projects will receive grants. That gives
cities perverse incentives to pander to Washington,
asking for federal money for projects they may not
need just to keep another city or state from receiv-
ing the funds.

The TIGER grant program creates perverse in-
centives for localities, duplicates state and local
transportation agency programs, and squanders
federal resources on local projects that have little
to do with interstate commerce. These projects
should be funded by the local communities that
benefit from them. Congress should eliminate the
TIGER program.

B Baruch Feigenbaum, “Evaluating and Improving TIGER Grants,” Reason Foundation Policy Brief No. 99, April 2012.

PROPOSAL STATUS

President’s Budget (FY2019)

INCLUDED

House Budget Resolution INCLUDED

Senate Budget Resolution NOT

INCLUDED

Republican Study Committee

ADDRESSED

EXPLANATION

Eliminates TIGER.

Eliminates TIGER.

Eliminates TIGER.
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PRESIDENT HOUSE SENATE RSC

Eliminate the Airport Improvement Program

and Reform Airport Funding

The AIP provides federal grants for capital improve-
ments at public-use airports. The grants are funded
primarily by federal taxes on passenger airline tick-
ets, as well as other aviation activities. AIP grants
can be used only for certain types of “airside” capital
improvements, such as runways and taxiways, and
are tied to strict regulations that govern how air-
ports can operate.

The AIP functions as a middleman, redistributing
fliers’ resources from the most significant airports
to those of far less importance. For example, the 60
largest airports in the U.S. serve nearly 90 percent
of air travelers. Though these large airports have the
greatest need for capital investment, they receive

ADDITIONAL READING

only 27 percent of AIP grants. Noncommercial air-
ports, which serve less than 1 percent of commercial
fliers and thus contribute a trivial share of revenue,
receive about 30 percent of AIP grants.

Instead of continuing this redistributive scheme,
Congress should eliminate the AIP, reduce pas-
senger ticket taxes, and reform federal regulations
that prohibit airports from charging market prices
for their services. These reforms would eradicate
the inefficient and inequitable distribution of flier
resources and allow airports to fund capital im-
provements in a local, self-reliant, and free-mar-
ket manner.

B Michael Sargent, “End of the Runway: Rethinking the Airport Improvement Program and the Federal Role in Airport
Funding,” Heritage Foundation Backgrounder No. 3170, November 23, 2016.

PROPOSAL STATUS EXPLANATION
President’s Budget (FY2019) REJECTED Maintains AIP funding.
House Budget Resolution ADD’;(I;;SED
Senate Budget Resolution ADD’;gLSED
Republican Study Committee ADD’;(I;;SED
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PRESIDENT HOUSE SENATE RSC

Phase Out the Federal Transit Administration

Created in 1964, the Federal Transit Administration
provides grants to state and local governments and
transit authorities to operate, maintain, and im-
prove transit systems such as buses and subways.

The federal government began to use federal gaso-
line taxes, which drivers pay into the Highway Trust
Fund (HTF), to support transit in 1983. The tran-
sit diversion within the HTF accounts for nearly
one-fifth of HTF spending. The reasons for funding
transit were to offer mobility to low-income citizens
in metropolitan areas, reduce greenhouse gas emis-
sions, and relieve traffic congestion. Despite billions
of dollars in subsidies, transit has largely failed in all
of these areas.

When it issues grants for streetcars, subways, and
buses, the FTA is subsidizing purely local or regional

ADDITIONAL READING

activities. Even worse, federal transit grants pres-
ent localities with perverse incentives to build new
transit routes while neglecting maintenance of their
existing systems and other infrastructure. Transit is
inherently local in nature and should therefore be
funded at the local or regional level.

The federal government should phase out the
Federal Transit Administration over five years by
reducing federal transit funding by 20 percent per
year and simultaneously reducing the FTA’s oper-
ating budget by the same proportion. Phasing out
the program would give state and local governments
time to evaluate the appropriate role of transit in
their jurisdictions and an incentive to adopt policy
changes that improve their transit systems’ cost-ef-
fectiveness and performance.

B Wendell Cox, “Transit Policy in an Era of the Shrinking Federal Dollar,” Heritage Foundation Backgrounder No. 2763,

January 31, 2013.

PROPOSAL STATUS
President’s Budget (FY2019) REJECTED
_ NOT
House Budget Resolution ADDRESSED
_ NOT
Senate Budget Resolution ADDRESSED

INCLUDED

Republican Study Committee

EXPLANATION

Maintains FTA funding.

Would devolve federal transit spending to states and localities.
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Policy Riders

Eliminate or roll back Davis-Bacon requirements and project labor agreements. The Davis—Bacon
Act, enacted in 1931, effectively requires construction contractors on federal projects to use union wage and
benefit scales and follow union work rules. These rules inflate the cost of federal construction by nearly 10
percent on average. Similarly, project labor agreements (PLAs) require the main contractor of government
contracts to sign a collective bargaining agreement as a condition of winning a project bid. Collective
bargaining agreements require using union compensation rates, following union work rules, and hiring

all workers on federally contracted projects through union hiring halls. PLAs inflate construction costs

by 12 percent to 18 percent on top of increased costs attributed to Davis—Bacon and discriminate against
the 87 percent of workers who are not members of a union. Eliminating Davis-Bacon and prohibiting
PLAs would stretch each federal construction dollar, delivering more infrastructure without the need to
increase spending levels. Barring complete repeal, Congress could suspend the rule for projects funded by
the appropriations bill or require the Labor Department to use superior Bureau of Labor Statistics data to
estimate Davis—Bacon “prevailing wages” so that they more closely reflect market pay. Eliminating Davis—
Bacon and PLAs would save more than $100 billion over the next 10 years under current spending levels.

Eliminate “Buy America” restrictions. Most federally funded infrastructure projects must comply with
“Buy America” mandates, which require that certain input components must be manufactured in the United
States. This protectionist mandate limits selection and price competition among input manufacturers,
which often leads to higher costs for projects. Buy America requires the use of American-made steel, which
in recent years has cost more than steel made in Western Europe or China—a price increase of roughly 30
percent in the case of Chinese-made steel. In addition, buses made in the U.S. were found to be twice as
expensive as those made in Japan. Overall, Buy America provisions are allowed to increase the cost of an
entire project by up to 25 percent before the project agency can apply for a waiver. Ending or waiving this
bureaucratic and protectionist mandate would give U.S. infrastructure access to more numerous, better
quality, and less-expensive components.

Require the Department of Transportation (DOT) to study total federal subsidies to passenger
transportation. Congress should recommission the 2004 study that detailed the federal subsidies to
various modes of transportation. In 2004, the DOT’s Bureau of Transportation Statistics produced a
report that assessed the federal subsidies to passenger transportation. The report detailed the amount of
federal subsidies targeted to rail, transit, air, and highway travelers since 1990 and presented them using
comparable metrics. Since 2004, however, the DOT has not updated the report, leaving most policymakers
and the traveling public with outdated information about how federal subsidies are distributed among
transportation modes. Reproducing the study on a periodic basis would provide lawmakers and travelers
with consistent data regarding the federal government’s activities in subsidizing transportation.

Request the Government Accountability Office to examine infrastructure construction costs in the
United States. Data and recent reports indicate that infrastructure construction costs in the U.S. exceed
those in peer countries, especially with regard to megaprojects. Congress should require the Government
Accountability Office to examine and determine the reasons for these excessive construction costs. The GAO
should scrutinize all possible factors, from industry practices to government regulation, in order to provide a
clear picture of the shortcomings of current practice.
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ENDNOTES

1.

Estimated savings of $431 million for FY 2019 are based on $305 million in discretionary savings based on the FY 2018 appropriated level
as specified in the Consolidated Appropriations Act, 2018, Public Law 115-141, 115th Cong., https:/www.congress.gov/115/bills/hr1625/BILLS-
115hr1625enr.pdf (accessed May 15, 2018), as well as $126 million in mandatory savings for FY 2019 based on the CBO’s most recent April
2018 baseline spending projections. The mandatory savings include payments to the Essential Air Service and Rural Airport Improvement
Fund for FY 2019. The discretionary savings estimates are based on FY 2018 enacted levels, and Heritage experts assume FY 2018 spending
remains constant in FY 2019.

Estimated savings of $161 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Savings include $155 million authorized for the Appalachian Regional Commission, as well as half of the $6 million in grants
authorized for both the ARC and the Delta Regional Authority, and $3.25 million to be transferred to the ARC from the Federal Aviation
Commission. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Appalachian Regional Commission, “ARC Project Guidelines,” revised 2011, p. 5, https://dca.ga.gov/sites/default/files/arc_project_guidelines.
pdf (accessed March 8, 2018).

Estimated savings of $150 million for FY 2019 are based on the FY 2018 appropriated level as specified in the Consolidated Appropriations
Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $308 million for FY 2019 are based on CBO’s most recent April 2018 baseline spending projections. Savings include
$70 million in projected operating subsidies. Operating subsidies are assumed to be 21 percent (the ratio observed under the previous
accounting system that divided funding between operating subsidies and grants for capital and debt service) of the $335 million in total
FY 2019 funding for the Northeast Corridor and National Network. Savings also include $227 million in reduced capital grants, representing
a 20 percent reduction in the projected level of $1.19 billion.

Heritage experts do not include any savings from repealing the Jones Act. Estimated savings of $680 million for FY 2019 are based on the
total FY 2018 appropriated level as specified in the Consolidated Appropriations Act, 2018. Savings exclude the $300 million designated for
the Maritime Security Program, which would be transferred to the Department of Defense or Department of Homeland Security. Heritage
experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $2.645 billion for FY 2019 are based on the total FY 2018 appropriated level as specified in the Consolidated
Appropriations Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Randal O'Toole, “Paint Is Cheaper Than Rails: Why Congress Should Abolish New Starts,” Cato Institute Policy Analysis No. 727, June 19, 2013,
http://www.cato.org/publications/policy-analysis/paint-cheaper-rails-why-congress-should-abolish-new-starts (accessed March 6, 2018).
Estimated savings of $40 million for FY 2019 are based on the total FY 2018 appropriated level as specified in the Consolidated
Appropriations Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $1.5 billion for FY 2019 are based on the total FY 2018 appropriated level as specified in the Consolidated
Appropriations Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019.

Estimated savings of $4.0 billion for FY 2019 are based on the total FY 2018 appropriated level for “Grants-In-Aid for Airports” as specified
in the Consolidated Appropriations Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019. All $4.0 billion
in savings represents mandatory spending.

Estimated savings of $2.250 billion for FY 2019 are based on the total FY 2018 appropriated level as specified in the Consolidated
Appropriations Act, 2018. Heritage experts assume that FY 2018 spending remains constant in FY 2019. Savings represent a 20 percent
reduction in the total outlays of $11.252 billion for FY 2018 based on a five-year phaseout beginning in 2019. Savings include $23 million in
discretionary spending for the FTA’'s administrative expenses and $2.228 billion in mandatory spending for the FTA’s transit formula grants,
for a total of $2.250 billion in FY 2019.
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Summary Table of
Recommendations



TABLE 2

Savings from Recommendations (Page 1 of 4)

SAVINGS IN
SUBCOMMITTEE PROPOSAL MILLIONS
Repeal the USDA Catfish Inspection Program $2.6
Eliminate the Conservation Technical Assistance Program $754.0
. Eliminate the Rural Business Cooperative Service $497.0
ngleﬁl::;t;:ﬁ’ural Repeal the Agricultural Risk Coverage and Price Loss Coverage Programs $5,354.0
Food and Drug Include Work Requirement for Able-Bodied Adult Food Stamp Recipients $9,700.0
Administration End Broad-Based Categorical Eligibility for Food Stamps $1,305.0
:';i:él::ed Eliminate the “Heat and Eat” Loophole in Food Stamps $1,470.0
Eliminate the Federal Sugar Program $0
Eliminate Revenue-Based Crop Insurance Policies $1,920.0
Eliminate the Market Access Program $200.0
Eliminate the Office of Community Oriented Policing Services $275.5
Eliminate Grants Within the Office of Justice Programs $1,960.0
Eliminate Violence Against Women Act Program and All Grants $492.0
Eliminate the Legal Services Corporation $410.0
Reduce Funding for the Department of Justice’s Civil Rights Division $48.5
Com_merce_, Reduce Funding for the Department of Justice’s Environmental and Natural Resources Division $36.2
::Zt::;ast::nce, Eliminate the Department of Justice’s Community Relations Services $15.5
Agencies Reduce Funding for the DOJ’s Bureau of Alcohol, Tobacco, Firearms, and Explosives $258.8
Eliminate the Hollings Manufacturing Extension Partnership $140.0
Eliminate the International Trade Administration $495.0
Eliminate the Economic Development Administration $262.5
Eliminate the Minority Business Development Agency $39.0
Eliminate Census Bureau Funding for the Annual Supplemental Poverty Measure Report $5.9
Cut Non-Defense Spending from the Defense Department Budget $412.9
Combine Military Exchanges and Commissaries and Reduce Commissary Subsidies $277.8
Close Domestic Dependent Elementary and Secondary Schools $150.3
Reform Military Health Care $3,900.0
Defense -
Increase Use of Performance-Based Logistics $9,000.0
Reduce Excess Infrastructure $0
Reform the Basic Allowance for Housing $417.8
Replace Military Personnel in Commercial Position with Civilian Employees $880.0
R heritage.org
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Summary Table of Recommendations

TABLE 2

Savings from Recommendations (Page 2 of 4)

SAVINGS IN
SUBCOMMITTEE PROPOSAL MILLIONS
Focus DOE’s National Nuclear Security Administration Spending on Weapons Programs $492.8
Return Funding for the DOE Office of Nuclear Physics to FY 2008 Levels $122.0
Return Advanced Scientific Computing Research to FY 2008 Levels $231.0
Eliminate the DOE Advanced Research Projects Agency-Energy Program $353.0
Eliminate the DOE Biological and Environmental Research Program $608.0
Reduce Funding for the DOE Basic Energy Sciences Program $331.0
Eliminate DOE Energy Innovation Hubs $39.3
E’:fl’g:n'::ln’ate’ Drastically Cut or Eliminate the DOE Office of Electricity Deliverability and Energy Reliability $248.0
Eliminate the DOE Office of Energy Efficiency and Renewable Energy $2,322.0
Eliminate the DOE Office of Fossil Energy $983.9
Eliminate the Office of Nuclear Energy and Transfer Core Functions to Other Offices $364.0
Eliminate Funding for Small Business Innovation Research and Small Business Technology Transfer $153.0
Liquidate Strategic Petroleum Reserve and Northeastern Home Heating and Gasoline Supply Reserves $30,584.2
Auction Off the Tennessee Valley Authority $30,003.0
Auction Off the Four Remaining Power Marketing Administrations $34,805.0
Eliminate the Small Business Administration’s Disaster Loans Program $1,875.0
Reform the Securities and Exchange Commission $46.9
Financial Services  gjiinate the Community Development Financial Institutions Fund $250.0
Z:?,:::::It Eliminate the Export-Import Bank $80.0
Eliminate Funding for the Multi-State Plan Program $10.0
Replace Costly Provisions of Dodd-Frank $1,390.0
Eliminate Fire Grants $700.0
Reduce Funding for FEMA'’s Disaster Relief Fund $500.0
i Refocus Science and Technology on Meeting DHS Needs and Using Private-Sector Developments $90.9
Homeland Security )
Streamline FEMA Grant Programs $300.0
Privatize TSA Screening Functions $465.0
Reform Payments from the National Flood Insurance Program $700.0
Eliminate Funding for the EPA’s Sustainable and Healthy Communities Research Program $64.3
Eliminate the EPA’s Indoor Air Programs $16.7
Eliminate Six Redundant EPA Programs $350.3
Reduce Funding for the EPA’s Civil Enforcement Program $52.2
Reduce Funding for the EPA’s External Civil Rights Compliance Office/Title VI $4.9
Reduce the EPA’s Legal Advice on Environmental Programs $24.9
Interior, Eliminate the EPA’s Stratospheric Ozone Multilateral Fund $8.7
Environment,and  Eliminate the EPA’s Information Exchange/Outreach Programs $125.7
Related Agencies  jiminate the Land and Water Conservation Fund $20,897.0
Eliminate the EPA’s National Clean Diesel Campaign $59.6
Eliminate EPA Environmental Justice Programs $7.2
Eliminate the National Endowment for the Humanities $153.0
Eliminate the National Endowment for the Arts $153.0
Eliminate Funding for the Woodrow Wilson International Center for Scholars $12.0
Eliminate Funding for the John F. Kennedy Center for the Performing Arts $40.5
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TABLE 2

Savings from Recommendations (Page 3 of 4)

SAVINGS IN

SUBCOMMITTEE PROPOSAL MILLIONS
Eliminate Job Corps $1,718.6

Eliminate Workforce Innovation and Opportunity Act Job-Training Programs $3,248.0

Let Trade Adjustment Assistance Expire $737.9

Eliminate Susan Harwood Training Grants $10.5

Bring National Labor Relations Board Funding in Line with Caseloads $123.3

Eliminate Redundant Department of Labor Agencies $157.3

Federal Personnel Reform: Market- and Performance-Based Pay $374.0

Federal Personnel Reform: Bring Retirement Benefits In Line With the Private Sector $45,549.0

Federal Personnel Reform: Eliminate the Special Retirement Supplement $100.0

Federal Personnel Reform: Bring Paid Leave in Line with the Private Sector $5,701.0

Federal Personnel Reform: Eliminate FEHB Retirement Benefits for New Hires $594.0

Federal Personnel Reform: Eliminate 25% FEHB Premium Requirement $0

Safeguard Private Pension Insurance and Protect Taxpayers from Private Pension Bailouts $0

Adopt a More Accurate Inflation Index for Social Security and Other Mandatory Programs $2,600.0

Reduce Fraud and Marriage Penalties in the Earned Income Tax Credit and the Child Tax Credit $20,260.0

Return Control and Fiscal Responsibility for Low-Income Housing to the States $2,396.1

Eliminate Supplemental Security Income Benefits for Disabled Children $11,000.0

Strengthen Work Requirements in the Temporary Assistance for Needy Families Program $0

Labor, Health and Sunset Head Start to Make Way for Better State and Local Alternatives $986.3
Human Services, Eliminate Competitive and Project Grant Programs and Reduce Spending on Formula Grants $8,684.9
Education, and Decouple Federal Student Aid from Accreditation -$1,200.0
Related Agencies  ¢iinate the PLUS Loan Program $2,300.0
Place Strict Lending Caps on All Federal Aid Programs $5,500.0

Eliminate All Time and Occupation Based Loan Forgiveness $425.0

Rescind the “Gainful Employment” Regulations on For-Profit Higher Education Institutions $0

Stipulate the Use of Fair-Value Accounting $0

Privatize the Corporation for Public Broadcasting $445.0

Eliminate the Corporation for National and Community Service $767.6

Eliminate Funding for the Institute of Museum and Library Services $240.0

Reduce Funding for the Department of Education Office for Civil Rights $56.5

Repeal the ACA’s Enhanced Federal Funding for the Medicaid Expansion $115,864.0

Disaggregate Medicaid Spending by Population Category and Put Federal Medicaid on a Budget $16,210.0

End Provider Taxes in Medicaid $6,315.0

Convert the Cadillac Tax to a Cap on Employer-Sponsored Health Benefits $0

Unify Medicare Physician and Hospital Programs $5,938.0

Update Medicare Premiums $26,437.0

Expand Current Threshold for Medicare Income-Related Subsidies $28,221.0

Harmonize Medicare’s Age of Eligibility with Social Security's $23,410.0

Modify Medicare Advantage Payment System with a Competitive, Market-Based System $2,280.0

Transform the Entire Medicare Program into a Defined Contribution (“Premium Support”) Program $61,000.0
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Summary Table of Recommendations

TABLE 2

Savings from Recommendations (Page 4 of 4)

SAVINGS IN

SUBCOMMITTEE PROPOSAL MILLIONS

L Eliminate Funding for the John Stennis Center $1.4
Legislative Branch L . . .

Eliminate Funding for Congressional Subsidies for the ACA’s Health Insurance Exchange $90.0

Military End Enrollment in VA Medical Care for Veterans in Priority Groups 7 and 8 $2,900.0

Construction,_ Eliminate Concurrent Receipt of Retirement Pay and Disability Compensation for Veterans $9,000.0

Z::‘eir‘aerll:t;:'fjfalrs, Narrow Eligibility for Veterans’ Disability by Excluding Disabilities Unrelated to Military Duties $2,000.0

Agencies

Multiple Stop Paying Federal Employees Who Work for Outside Organizations on the Clock $162.6

Subcommittees Repeal the Davis-Bacon Act $8,391.6

End Funding for the United Nations Development Program $79.8

Eliminate the Overseas Private Investment Corporation -$171.0

Eliminate Funding for the United Nations Population Fund $32.5

(s)t:;‘:;t':iz::iga“nd Enforce Cap on United Nations Peacekeeping Assessments $233.6

Related Prc:grams Reduce U.S. Funding for the United Nations Relief and Works Agency for Palestine Refugees $182.3

Eliminate Funding for the Global Environment Facility $139.6

Eliminate the U.S. Trade and Development Agency $79.5

Overhaul Foreign Assistance Programs $1,194.5

Eliminate the Essential Air Service Program $431.0

Eliminate the Appalachian Regional Commission $161.2

Eliminate Subsidies for the Washington Metropolitan Area Transit Authority $150.0

Transportation, Eliminate Grants to the National Rail Passenger Service Corporation (Amtrak) $308.4

Housing and Urban Close Down the Maritime Administration and Repeal the Maritime Jones Act $679.6

Development,and  E|iminate Capital Investment Grants $2,645.0

Related Agencies Privatize the Saint Lawrence Seaway Development Corporation $40.0

Eliminate the National Infrastructure Investment (TIGER) Program $1,500.0

Eliminate the Airport Improvement Program and Reform Airport Funding $4,000.0

Phase Out the Federal Transit Administration $2,250.4

NOTE: The total discretionary savings for FY 2019 are $106 billion.
SOURCES: Heritage Foundation calculations using data and information from various government and non-government sources. When available,
savings estimates come from spending levels as enacted in The Consolidated Appropriations Act, 2018, Public Law 115-141. Heritage assumed
enacted FY 2018 spending levels would hold constant in FY 2019. Spending levels come from the Congressional Budget Office’s April 2018 baseline
spending projections for FY 2019. If not available in either of those sources, spending levels come from agencies’ budgets and were based on

their most recently enacted spending levels, which Heritage assumed would hold constant in FY 2019. If recommendations did not call for a direct
reduction in or elimination of a certain program, Heritage analysts relied on their own analyses and those of government organizations and outside

experts to estimate the appropriate savings associated with the recommendation.
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APPENDIX TABLE 1

How Blueprint for Balance Compares to CBO Projections

OUTLAYS BY MAJOR CATEGORY (BILLIONS)

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2028
Social Security 982 1,025 1,069 1,112 1,157 1,201 1,249 1,293 1,341 1,384 11,812
Medicare 496 520 567 649 660 660 747 795 846 964 6,902
Medicaid and Other 819 823 838 790 735 709 733 746 745 786 7,724
Mandatory
Discretionary (Base) 1,099 108 1,097 1,115 1,129 1,144 1,160 1,175 1,190 1,205 11,399
Defense 635 669 691 708 722 736 749 762 776 790 7,238
Non-Defense 464 417 406 407 407 408 411 413 414 415 4,161
Global War on Terrorism 69 20 20 20 20 7 3 0 0 0 159
Net Interest 390 483 562 626 670 687 695 707 715 724 6,260
Total Outlays 3,854 3956 4,154 4,312 4,370 4,407 4,585 4,717 4,838 5,063 44,256
DEBT HELD BY THE PUBLIC
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2028
DebtHeldbythe Public - 5727 17596 18523 19,502 20262 20,780 21,335 21610 21,657 21,868 n/a
(in Billions of Dollars)
Debt Held by the Public
(as Percentage of Gross 79.2% 79.9% 81.0% 82.2% 82.3% 81.2% 80.2% 78.3% 75.5% 73.4% n/a
Domestic Product)
PROJECTED DEFICITS (BILLIONS)
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2028
Outlays 3,854 3956 4,154 4,312 4,370 4,407 4,585 4,717 4,838 5,063 44,256
Revenue 3549 3722 3870 4,048 4250 4,455 4,660 4,899 5,046 5,247 43,746
Deficit/Surplus 305 234 283 264 120 -48 =74 -182 -208 -184 510
BLUEPRINT FOR BALANCE VS. CBO DEFICITS (BILLIONS)
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2028
Outlays -616 -729 -796 -976 -1,130 -1,281 -1,430 -1,605 -1,778 -1,984 -12,324
Revenue 59 44 44 36 23 11 -3 -102 -253 -274 -416
Deficit/Surplus -676 =774 -839 -1,012 -1,152 -1,292 -1,427 -1,503 -1,524 -1,710 -11,908
BLUEPRINT FOR BALANCE VS. CBO: DEBT HELD BY THE PUBLIC
2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2019-2028
Debt Held by the Public 26 -232 -475 -818 -1376 -2152 -3,003 -4,105 -5430 -6803 n/a
(in Billions of Dollars)
Debt Held by the Public
(as Percentage of Gross -0.1% -1.1% -2.1% -3.4% -5.6% -8.4% -11.3% -14.9% -18.9% -22.8% n/a

Domestic Product)
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Appendix

NOTES:

Social Security. This Blueprint for Balance recommends increasing the
eligibility age for Social Security’s retirement program and then indexing
it for longevity; transitioning the payment to a flat anti-poverty benefit
focused on individuals who need it most; replacing the current cost-of-
living adjustment with the more accurate chained consumer price index;
and subjecting café benefits and employer-sponsored health insurance
to the Old-Age, Survivors, and Disability (OASDI) tax. Also included are
implementing a flat anti-poverty benefit for Social Security’s Disability
Insurance (SSDI) program; eliminating Supplemental Security Income
(SSI) benefits for children; and enacting SSDI reforms that will improve
the program’s efficiency and integrity. As a proxy for transitioning to a
flat benefit, the Blueprint includes the savings of a comparable proposal
that would result in similar savings’ progressive price indexing of the
primary-insurance-amount (PIA) factors, beginning with newly eligible
beneficiaries, and reducing benefits for individuals with significant
modified adjusted gross incomes from non-Social Security sources.
Medicare. The Medicare estimates assume a two-stage approach
to fixing the program’s financing. The first stage involves adding
catastrophic protection to Medicare coverage, reforming Medicare’s
cost-sharing arrangements, creating a new temporary premium for
Medicare Part A, increasing the beneficiaries’ share of the premium for
Medicare Parts B and D from 25 percent to 35 percent, and phasing
out taxpayer subsidies completely for individual seniors with significant
modified adjusted gross incomes. The first stage includes indexing
the eligibility age. The second stage involves transitioning to premium
support over a five-year period.

Medicaid and Other Mandatory. This Blueprint assumes that all
Obamacare-related spending would be repealed. All other mandatory
spending falls under the aggregate spending cap, which is estimated by
assuming that spending on the major mandatory programs is consistent
with their level over the past business cycle adjusted for population
growth.

Net Interest. Total net interest is based on changes in the primary
deficit relative to the April 2018 baseline produced by the Congressional
Budget Office (CBO) as well as interest rates under the CBO’s April 2018
baseline.

Discretionary (Base). The proposal assumes that the separate
spending caps for defense and non-defense discretionary spending are
replaced with an aggregate spending cap. However, defense spending
is assumed to grow at an accelerated level from FY 2019-FY 2020 and
then by inflation each year from a base level of $629 billion in FY 2018
(total budget authority for defense in FY 2019 is $664 billion; outlays
are $635 billion). Non-defense discretionary spending is adjusted for
the savings provided in the proposals found in Chapter 2 of this book as
well as budget process reforms identified in Chapter 3, based on levels
from the Budget Control Act before its 2018 amendment.

Global War on Terrorism. Overseas Contingency Operations (OCO)
funds for FY 2019 are based on the FY 2019 level from the Bipartisan
Budget Act of 2018. OCO funds for the rest of the period assume that
spending will be phased out over several years and funded within the
base defense budget.

Revenues. The 2019 Blueprint for Balance revenue baseline uses an
augmented version of the alternative fiscal scenario produced by the
Congressional Budget Office. The CBO baseline’s biggest deviations
from current law are assumptions that the Tax Cuts and Jobs Act
(TCJA) is made permanent and that the three yet-to-be-implemented
Obamacare taxes are permanently repealed. Beginning with the CBO’s
April 2018 current-law revenue baseline, we lowered the projected
revenues using the estimated “Budgetary Effects of Extending Certain
Expiring Revenue Provisions.” Following The Heritage Foundation’s
recommendations, we further assumed that all 25 of the “Other Expiring
Revenue Provisions,” generally referred to as the “tax extenders,” and
the new paid family-leave tax credit are not extended. They are allowed
to expire as currently prescribed by law. The Heritage Blueprint baseline
also accounts for the additional revenue from repealing the tax credits
outlined in Chapter 4. The 10-year Heritage Blueprint baseline is $416
billion lower than the CBO current-law baseline. The CBO revenue
baseline estimates that the current-law TCJA will increase the size of
the economy by 0.7 percent. However, the CBO’s economic growth
estimates are likely smaller than the true economic impact of tax reform.
Extending the TCJA permanently will also further boost the size of the
U.S. economy because people and businesses choose to work and
invest more when the future is more certain. The Heritage Foundation
estimates that extending the TCJA permanently would increase the
size of the economy by 2.75 percent over the pre-reform baseline. This
means that under a revised revenue baseline, the economy should be
roughly 2 percent larger than the CBO estimates in 2028. The Heritage
Blueprint baseline does not reflect this additional 2 percent growth and
thus offers a conservative revenue estimate. If the economy is larger, tax
revenue will also increase if tax revenue as a percent of the economy
remains relatively unchanged. An economy that is 2 percent larger
in 2028 means that revenues will also be about 2 percent larger. This
means that 2028 revenues will likely be about $100 billion higher than
the $5,247 billion in Appendix Table 1. Because the Blueprint baseline
does not incorporate the additional growth from permanent tax reform,
we can conclude that the 2019 Heritage Blueprint for Balance will run
surpluses earlier than the CBO-based revenue baseline on which most
of our calculations rely.

NOTES: Figures are for fiscal years. Figures may not sum to totals due to rounding.

SOURCE: Heritage Foundation calculations based on data from the Congressional Budget Office’s April 2018 baseline.
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APPENDIX TABLE 2

Heritage Experts by Proposal (Page 1 of 5)

SUBCOMMITTEE

PROPOSAL

EXPERT

Agriculture, Rural
Development,
Food and Drug
Administration
and Related
Agencies

Repeal the USDA Catfish Inspection Program

Eliminate the Conservation Technical Assistance Program

Eliminate the Rural Business Cooperative Service

Repeal the Agricultural Risk Coverage and Price Loss Coverage Programs
Include Work Requirement for Able-Bodied Adult Food Stamp Recipients
End Broad-Based Categorical Eligibility for Food Stamps

Eliminate the “Heat and Eat” Loophole in Food Stamps

Eliminate the Federal Sugar Program

Eliminate Revenue-Based Crop Insurance Policies

Eliminate the Market Access Program

Daren Bakst

Marie Fishpaw,
Vijay Menon

Daren Bakst

Commerce,
Justice, Science,
and Related
Agencies

Eliminate the Office of Community Oriented Policing Services

Eliminate Grants Within the Office of Justice Programs

Eliminate Violence Against Women Act Program and All Grants

Eliminate the Legal Services Corporation

Reduce Funding for the Department of Justice’s Civil Rights Division

Reduce Funding for the Department of Justice’s Environmental and Natural Resources Division
Eliminate the Department of Justice’s Community Relations Services

Reduce Funding for the DOJ’s Bureau of Alcohol, Tobacco, Firearms, and Explosives
Eliminate the Hollings Manufacturing Extension Partnership

Eliminate the International Trade Administration

Eliminate the Economic Development Administration

Eliminate the Minority Business Development Agency

Eliminate Census Bureau Funding for the Annual Supplemental Poverty Measure Report

Justin Bogie

Hans von Spakovsky

David Burton

Marie Fishpaw,
Vijay Menon

Defense

Cut Non-Defense Spending from the Defense Department Budget

Combine Military Exchanges and Commissaries and Reduce Commissary Subsidies
Close Domestic Dependent Elementary and Secondary Schools

Reform Military Health Care

Increase Use of Performance-Based Logistics

Reduce Excess Infrastructure

Reform the Basic Allowance for Housing

Replace Military Personnel in Commercial Position with Civilian Employees

Frederico Bartels
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Appendix

APPENDIX TABLE 2

Heritage Experts by Proposal (Page 2 of 5)

SUBCOMMITTEE

PROPOSAL

EXPERT

Energy and Water
Development

Focus DOE’s National Nuclear Security Administration Spending on Weapons Programs
Return Funding for the DOE Office of Nuclear Physics to FY 2008 Levels

Return Advanced Scientific Computing Research to FY 2008 Levels

Eliminate the DOE Advanced Research Projects Agency-Energy Program

Eliminate the DOE Biological and Environmental Research Program

Reduce Funding for the DOE Basic Energy Sciences Program

Eliminate DOE Energy Innovation Hubs

Drastically Cut or Eliminate the DOE Office of Electricity Deliverability and Energy Reliability
Eliminate the DOE Office of Energy Efficiency and Renewable Energy

Eliminate the DOE Office of Fossil Energy

Eliminate the Office of Nuclear Energy and Transfer Core Functions to Other Offices
Eliminate Funding for Small Business Innovation Research and Small Business Technology Transfer

Liquidate Strategic Petroleum Reserve and Northeastern Home Heating
and Gasoline Supply Reserves

Auction Off the Tennessee Valley Authority
Auction Off the Four Remaining Power Marketing Administrations

Michaela Dodge

Nick Loris,
Katie Tubb

Financial Services
and General
Government

Eliminate the Small Business Administration’s Disaster Loans Program
Reform the Securities and Exchange Commission

Eliminate the Community Development Financial Institutions Fund
Eliminate the Export-Import Bank

Eliminate Funding for the Multi-State Plan Program

Replace Costly Provisions of Dodd-Frank

Justin Bogie
David Burton
Norbert Michel
Diane Katz
Bob Moffit
Norbert Michel

Homeland Security

Eliminate Fire Grants

Reduce Funding for FEMA’s Disaster Relief Fund

Refocus Science and Technology on Meeting DHS Needs and Using Private-Sector Developments
Streamline FEMA Grant Programs

Privatize TSA Screening Functions

Reform Payments from the National Flood Insurance Program

David Inserra

Diane Katz
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APPENDIX TABLE 2

Heritage Experts by Proposal (Page 3 of 5)

SUBCOMMITTEE PROPOSAL EXPERT
Eliminate Funding for the EPA’s Sustainable and Healthy Communities Research Program Daren Bakst
Eliminate the EPA’s Indoor Air Programs
Eliminate Six Redundant EPA Programs Nick Loris,
Reduce Funding for the EPA’s Civil Enforcement Program Diane Katz,
Reduce Funding for the EPA’s External Civil Rights Compliance Office/Title VI Katie Tubb
Reduce the EPA’s Legal Advice on Environmental Programs
Eliminate the EPA’s Stratospheric Ozone Multilateral Fund Nick Loris
Nick Loris,
. Eliminate the EPA’s Information Exchange/Outreach Programs Diane Katz,
Interior, .

R Katie Tubb
Environment, and - -
Related Agencies | gjiminate the Land and Water Conservation Fund Tl

Katie Tubb

Nick Loris,
Eliminate the EPA’s National Clean Diesel Campaign Diane Katz,

Katie Tubb
Eliminate EPA Environmental Justice Programs Daren Bakst

Eliminate the National Endowment for the Humanities

Eliminate the National Endowment for the Arts

Eliminate Funding for the Woodrow Wilson International Center for Scholars
Eliminate Funding for the John F. Kennedy Center for the Performing Arts

Romina Boccia

K& heritage.org

252 The Heritage Foundation | heritage.org/BlueprintForBalance



Appendix

APPENDIX TABLE 2

Heritage Experts by Proposal (Page 4 of 5)

SUBCOMMITTEE

PROPOSAL EXPERT

Labor, Health and
Human Services,
Education, and
Related Agencies

Eliminate Job Corps

Eliminate Workforce Innovation and Opportunity Act Job-Training Programs

Let Trade Adjustment Assistance Expire

Eliminate Susan Harwood Training Grants

Bring National Labor Relations Board Funding in Line with Caseloads

Eliminate Redundant Department of Labor Agencies

Federal Personnel Reform: Market- and Performance-Based Pay

Federal Personnel Reform: Bring Retirement Benefits In Line With the Private Sector

Federal Personnel Reform: Eliminate the Special Retirement Supplement

Federal Personnel Reform: Bring Paid Leave in Line with the Private Sector

Federal Personnel Reform: Eliminate FEHB Retirement Benefits for New Hires

Federal Personnel Reform: Eliminate 25% FEHB Premium Requirement

Safeguard Private Pension Insurance and Protect Taxpayers from Private Pension Bailouts
Adopt a More Accurate Inflation Index for Social Security and Other Mandatory Programs
Reduce Fraud and Marriage Penalties in the Earned Income Tax Credit and the Child Tax Credit
Return Control and Fiscal Responsibility for Low-Income Housing to the States Marie Fishpaw,
Eliminate Supplemental Security Income Benefits for Disabled Children Vijay Menon
Strengthen Work Requirements in the Temporary Assistance for Needy Families Program
Sunset Head Start to Make Way for Better State and Local Alternatives

Eliminate Competitive and Project Grant Programs and Reduce Spending on Formula Grants
Decouple Federal Student Aid from Accreditation

Eliminate the PLUS Loan Program

Place Strict Lending Caps on All Federal Aid Programs

Eliminate All Time and Occupation Based Loan Forgiveness

Rescind the “Gainful Employment” Regulations on For-Profit Higher Education Institutions
Stipulate the Use of Fair-Value Accounting

Privatize the Corporation for Public Broadcasting

David Kreutzer

Rachel Greszler

Lindsey Burke

Mary Clare Amselem

Lindsey Burke

Eliminate the Corporation for National and Community Service Justin Bogie
Eliminate Funding for the Institute of Museum and Library Services
Reduce Funding for the Department of Education Office for Civil Rights Melanie Israel

Repeal the ACA’s Enhanced Federal Funding for the Medicaid Expansion

Disaggregate Medicaid Spending by Population Category and Put Federal Medicaid on a Budget Nina Schaefer
End Provider Taxes in Medicaid

Convert the Cadillac Tax to a Cap on Employer-Sponsored Health Benefits

Unify Medicare Physician and Hospital Programs

Update Medicare Premiums

Expand Current Threshold for Medicare Income-Related Subsidies Bob Moffit
Harmonize Medicare’s Age of Eligibility with Social Security's

Modify Medicare Advantage Payment System with a Competitive, Market-Based System

Transform the Entire Medicare Program into a Defined Contribution (“Premium Support”) Program
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Heritage Experts by Proposal (Page 5 of 5)

SUBCOMMITTEE PROPOSAL EXPERT
L Eliminate Funding for the John Stennis Center Justin Bogie
Legislative Branch o . . . i
Eliminate Funding for Congressional Subsidies for the ACA’s Health Insurance Exchange Bob Moffit
Military John O’Shea,

Construction,
Veterans Affairs,

End Enrollment in VA Medical Care for Veterans in Priority Groups 7 and 8

Eliminate Concurrent Receipt of Retirement Pay and Disability Compensation for Veterans

Nina Schaefer

and Related o . S . . Romina Boccia
Agencies Narrow Eligibility for Veterans’ Disability by Excluding Disabilities Unrelated to Military Duties
Multiple Stop Paying Federal Employees Who Work for Outside Organizations on the Clock

Subcommittees

Repeal the Davis-Bacon Act

David Kreutzer

State, Foreign
Operations, and
Related Programs

End Funding for the United Nations Development Program
Eliminate the Overseas Private Investment Corporation
Eliminate Funding for the United Nations Population Fund
Enforce Cap on United Nations Peacekeeping Assessments

Reduce U.S. Funding for the United Nations Relief and Works Agency for Palestine Refugees

Eliminate Funding for the Global Environment Facility

Eliminate the U.S. Trade and Development Agency
Overhaul Foreign Assistance Programs

Brett Schaefer
Melanie Israel
Brett Schaefer

Nick Loris,
Katie Tubb

James Roberts

Transportation,
Housing and Urban
Development, and
Related Agencies

Eliminate the Essential Air Service Program

Eliminate the Appalachian Regional Commission

Eliminate Subsidies for the Washington Metropolitan Area Transit Authority
Eliminate Grants to the National Rail Passenger Service Corporation (Amtrak)
Close Down the Maritime Administration and Repeal the Maritime Jones Act
Eliminate Capital Investment Grants

Privatize the Saint Lawrence Seaway Development Corporation

Eliminate the National Infrastructure Investment (TIGER) Program

Eliminate the Airport Improvement Program and Reform Airport Funding
Phase Out the Federal Transit Administration

Michael Sargent
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Founded in 1973, The Heritage Foundation is a research and educational institution—a think tank—whose
mission is to formulate and promote conservative public policies based on the principles of free enterprise,
limited government, individual freedom, traditional American values, and a strong national defense.

We believe the principles and ideas of the American Founding are worth conserving and renewing. As policy
entrepreneurs, we believe the most effective solutions are consistent with those ideas and principles. Our
vision is to build an America where freedom, opportunity, prosperity, and civil society flourish.

Heritage’s staff pursues this mission by performing timely, accurate research on key policy issues and
effectively marketing these findings to our primary audiences: members of Congress, key congressional
staff members, policymakers in the executive branch, the nation’s news media, and the academic and
policy communities.

Governed by an independent Board of Trustees, The Heritage Foundation is an independent, tax-exempt
institution. Heritage relies on the private financial support of the general public—individuals, foundations,
and corporations—for its income, and accepts no government funds and performs no contract work.
Heritage is one of the nation’s largest public policy research organizations. Hundreds of thousands of
individual members make it one of the most broadly supported think tanks in America.

For more information, or to support our work, please contact The Heritage Foundation at (800) 544-4843
or visit heritage.org.
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