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FROM: SaIlY'Ka~ 

SUBJECT: Heads-up on Report on Benefits and Costs of Federal Regulations 
:, 

This aft~mo~n there will be "on display" at the Eedcml Register a draft report to 
Congress from OMS discussing the costs and benefits of federal regulations. It will be 
published in the Ecdcrnl Rc\:ister on Monday. 

This report Vias mandated by a .stcvenswLevin amendment to last year's Treasury~Postal 
appropriations bill (ihis provision had in effect been lifted, but substantially streamlined, from 
earlier comprehensiye regulatory reform bills) with strong bipurtisan support. One of the 
requirements is that ,we make our report available for public comment before it is actually filed 
with Congress; that is the step we are taking today (in other words, this is a.dmf1, and we will 
have an opportunity, to make further revisions as necessary before we go final). 

Earlier versions of this draft report were circulated to all of the agencies Ilnd to everyone 
we could think of in'the White House. Most of the comments we received were highly 
supportive. The document itself has the "flavor" of an academic piece that discusses the 
limi.tations cl the av?ilable data and lim~tations on the !J.S.£ of existing data. Nevertheless, the 
careful reader will find that Our meaSure of the total annual monetized benefits of Federal 
regulations in 1997 is $298 billion, while the totalllnnual monetized costs arc $2&9 billion. If we . 
limit this mcasurem~nt to "environmental and other social regulations" (i.e., excluding economic 
regulations), the be~efits are $298 billion and the costs are $198 billion, 

Those who want more information should read the report; I have attached the report's 
executive summary. 1 would be happy to answer any questions (5-4852). 
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I ·3· . 
Draft Report to Congress on the Costs and Benefits of Federal , 

, Regulations 

I Introdudion 

I 
The Federal Government affects the lives of its citizens in a variety of ways ~~ through 

taxatjon~ 'spending. grants, and loans) and through regulation. Over time, regulation has become 
increasingly prevalent in our society, and the importance of our regulatory activities cannot now 

, be overstated. 

Both proponents and opponents of regulation have resorted to grand characterizations of 
either the benefits or the cOStS ofregulation, without much substantiation and very linle 
agreement on the underlying facts. In order to help funher the debate on the nation·s regulator:' 
system, Congress adopted Section 645 of the Treasury, Postal Services and General 
Government Appropriations Act. 1997 (PL. 104·208) on September 30, 1996. Section 645(a) 
directs the Director of the OfJice ofManage:ment and Budget to submit to Congress, no later than 
September 30. 1997, a report lhat provides .. 

·'(1) estimates ofth~ lotal annual costs and benefits of Federal RegulatOr)' programs. including 
quantitative and no~quantitative measures of regulatory costs and benefits; 

"'(2) estimates of the Costs and benefits (includine; quantitative and nonquantitath'e measures) of 
each rule that is like1,' to have a gross annual effect on the economy of $1 00,000,000 or more in 
increased costs; , 

"0) an assessment ~fthe direct and indirect impacts of Federal rules on the private sector, State 
and loca18ovem:nein, and the Federal Government; and 

""(4) recommendations from the Director and a description of significant public comments to 
reform or eliminate an)' Federal regulatory program or program element that is inefficienL 
ineffective, or is not a sound use of the Natjon~s resources," 

The request for this repon reflected a consensus that it could be productive to assemble: 
the infonnation a\<aiIabJe. and aCknowledge the data gaps and the limits afthe infonnation at 
hand, .11 for the puiposc ofimproving rhe qualit)" of !he debate. The goals of this statutory 
charge art worthwhile and important. but alSo very ambitious. Having spent a considerable 
amount ohime. we must acknowledge at the outset that what we present is neither a complete 
response to the mandate. nor in many respects as much as we wouJd have liked to have done had 
we had more time and resourCeS. But it is. we beJieve) a useful step in the process and will' 
enable, we: hope. a more constructive dialogue: on this issue: 



I 
To be more specific, we found enormous data gaps in the infonnation available on 

regulatory benefits and costs. Accurate data is particularly sparse on benefits, a fact thai has 
been noted often by commentators in the literature and analysts in the field, We were not 
surprised by Ibis finding, first, the limited quantified or monetized data is partly a result of the 
obvious technic.! difficulties, many ofwhich we "ill discuss below (e.g., the problem of 
establishing baselines or valuing qualities not'generally traded in the, marketplace). Just as 
important. however, are the significant t'cultural'" Qf "philosophical!! barriers to reducing values. 
equilie~ and a myriad ofphysical or emotional effects to dollars and cents. There are few agrJd 
upon conventions for doing this, and agencies are understandably reluctant to spend scarce tim~ 
and resources on what may be perceived as a not very informative exercise. This is compound~ 
by the beliefof some that it is morany or politically difficult or \\'J'ong to engage in such 
seemingly uncaring calculations. Some also fear a tyranny of numbers .... that is.. Hifit is 
quantified, the decision \11,111 necessarily be determined solely by the numbers." Their 
understandable response is not to quantify or monetize. 

Nevertheless, the fact remains that explicitly quantifying and monetizing benefits and 
costs significantly enhan~es the consideration of alternative approaches to achieving regulatory I 
goals, ultimately producing more benefits with fe\\'er costs. As explained mOre fully below. 
President Clinton's Executive Order 12866. "Regulatory Planning and Review," recognizes and 
incorporates this principle. requiring agencies to quantify both costs and benefits to the best ot 
their ability and to the extent permitted by law. This report takes up the challenge of the 
Executive Order and Section 645 and candidly presents the available infonnation on both the 
total costs and benefits ofregulalion and the costs and benefits of the recent major individual 
regulmions. Vt,lf: hope that this is just the beginning of an important diall?gue to improve our 
knowledge about the effects ofregQlation on the public, the economy. and American society, 

:ntis document is only a draft ofour ,eport. Section 645(b) requires the DirectOr of OMB 
to provide public notice and an opportunity to comment on the report before it is submitted to 
Congress at the end of September 1997. Accordingly we seek comments on all aspects of this 
document. but in particular are interested in comments and suggestions pertaining to the 
following: 

• 	 The validity and reliability of the quantitative and qualitativt measures of the costs and 
benefits of regulations in the aggregate, as well as of the individual regulations discussed; 

• 	 Our discussion ofthe direct and indirect effects ofregulation; 

• 	 Any addjtionaJ srudies1hat might provide reliable estimates or assessments of the annual 
costs and benefits, or direct and indirect effects. of regulation in the aggregate or of the 
individual regulations issued between April I, 1996, and March 31, 1997, that we 
discuss; B.?d; 

• Programs or program elements on which there is objective and verifiable information that 
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would lead to a conclusion that such programs are inefficient or ineffective and should be 
eliminated or refonned. 

All comments received will be carefully considered in preparing the fmal report that will be 
submitted 10 Congress. 

The draft report is divided into four chapters: chapter I sets the context and provides the 
. background for the next three chapters. It discusses the development ofour regulatory system ,
.and demonstra1eS the breadth ofactivity that is called regulation, which ranges from economic 
regulation such as price supports ofagricultural products to social regul.ation such as the 
protection of workers and the environment. It tracks the use ofbenefit~cost analysis to evaluate 
specific regulations, \\'ith the recognition of the limits ofquantification and its pennitted use 
unde-rthe la\\'. Chapter I concludes by presenting the outHne of the "best practices" guidance that 
the current re.sulatory revicw program under Executive Order 12866 rises in conducting 
economic analyses and estimating costs and benefits of economically significant regulations. 

]n accordance wilh Section 645(a)(1)j chapter II presents our best estimate of the total 

costs and benefits otFederal regulation. We use a well recognized, peer reviewed study (Hahn 

and Hird 1991) for the coslS and benefits of regulations as ofl9&8, supplemented by an 
, 
Envirorunental Protection Agenc), (EPA) report to Congress (Cost ofClean 1990); we then add 
information about costs and b.enetits from agency regulatory impact anaJyses (RlAs) for 
regulations that hav~ been issued since 1988. In almost all cases, the RJAs have gone through 
notice and comment and been reviewed by OMB for accuracy and reliability, The figures 
derived are approximately $200 billion in annual costs and $300 billion in annual benefits for 
environmental and sociaJ regulation and about $90 billion in annual coS\s and nominal benefits 
for economic regul~tion. While this infonnation is useful, we cannot over emphasize the 
limitations of these estimates for use in making recommendations about reforming or eliminating 
regulatory programs. As discussed in this chapter, aggregate estimates of the costs and benefits 
ofregulation offer ~inle guidance on how to improve the efficiency, effectiveness or soundness of 
the existin.s body ofreguJadon. This chapter also discusses the possible indirect effects of 
regulation on the economy as directed by Section 645(.)(3) and concludes that the effects are 
ambiguous theoreticaUy, not well understood empiricaUy, and offer little content for making 
recommendations ~bo\lt regulatory' policy, , 

In fulfillment of Section 645(a)(2), chapler III provides da", on the costs and benefils of 
each of the economically significant regulations reviewed by OMB under Executive Order 12866 
over the period from April 1, 1996, to March 31, 1997. These data were developed by the 
agencies as required by the Executive Order. For the most part, these data were subject to notice 
and public comment and reviewed by OMS, We conclude that although the .gency analyses 
described in Chapter III provide much useful information on Federal regulatory programs and 
provisions of regulations. tbere should be further lmprovement in providing high quality data and 
analyses before decisions about modifying regulatory programs can be made. 



Chapler IV provides recommendations aimed at further developing the infonnation. 
methodologies, and analyses necessary for improving the efficiency, effectiveness and soundness 
ofregulatory programs and program elements as required by Section 645(a)(4), We also propo;. 
several ways for the agencies and'OMB to work together to improve the quality of the data andl 
anaJysis found in the economic impact studies submined to OMB under Executive Order 12866, 
including "best practices" training sessions and interagency peer reviews ofselected regulatory 
programs, 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFice OF MANAGEMENT AND BUDGET 

March II, 1997WASHINGTON, O.C. 20503 
(House Rules) 

STATEMENT OF ADMINISTRATION POLICY 


./. 

H.R. 85l-l'lIperwork Elimlnatlon Act of 1997 
(Talent (R) MO) 

The Administration sul'po!U the goal ofencouraging ",eneles to use electronic submission, 
maintenance, and disclosure ofinformation in order to. reduce paperwork burdens on small 
businesses a.Ud other members of!he public. Al1bough legislation i. not necessaxy to accomplish 
this goal, me Adniinimation has no objection to House passage ofH.R. 852, as repurted by the 
House Small Business Committee. 

The Psperwork Reduction Act of 1995 (p.L. 104-I3) and the Infomanon Technology 
Man.,einent Refurm Act of 1996 (p,L, 104-106) already encouras. and direct agenoe< to collect 
and use information through electronic and other tcchnic.al means where it makes programmatic. 
and economic sense to do so. 

http:tcchnic.al


EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON, D.C, WSO~ 

THE OIRECTOf! February 26, 1997 
M-97-08 

MEMORANDuM FOR HEADS OF DEPARlMI~: 	 S:;;.-c, .. 

FROM: 	 Franklin D. Raines 
Director 

SUBJECT: 	 The Census 2000 Long Fonn 

I 
In December 1992, the Office nfManngernent and Budget. with the assistance ofthe Bureau of 
the Census, initiaied • comprehensive survey ofFederal agency needs for data from the decennial 
census shan and long forms. We have hoen working with the agencies since thet time to clarify 
and update their decennial census data requirements. By APril I ofthis year, the Bureau ofthe 
Census must sub,\,;t to the Congre .. its reoommanded list of topics fur inclusion in Census 2000. 

The Attachment compare. the data coUected in 1990 and the current draft ofthe data to be 
collected in 2000, according to whether it is "mandatory," "required," or "programmatic," You 
have previously provided information on how you would use long form data. As part of our 
coOlinuing review, we noed <OII1P1ete and up-to-date information regarding the consequences to 
your ngency and its programs ifdata in the current draft ofthe long form were Dot coUected in 
Census 2000. SPecifically: 

Ifthe data were no! coUected in Census 2000, would your agency need to initiate new 
data collections to carry out mandated responsibilities? If so, include estimates for the 
budgetary oosts and the public burden of these collections, and describe tbeir utility for 
carrying.out your programs. 

Ifthe data were not oollected in Census 2000, and ifthe data could not be obtained 
through other means, how would the absence of this data impact the agency's ability to 
carry out its program responsibilities? 

I 

Pi.... provide your agency's response by March 14, 1997, to Katherine K. Wallman, Chief 
Statistician, O!l!ce ofManngernent and Budget. NEDB, Room 10201, Washington, DC 20503; 
with a OOPY to Marthe Farnswonh Riche, Director, Bureau of the Censua, Waabington, D.C. 
20233. 

Ifyour staff have any questions. pi.... contact either Nancy Kirkandall (Office ofManagement 
and Budget at 202-395-7313) or Louisa MiDer (Bureau ofthe Census at 301-457-2073). 

Thank you for your continued cooperation in this efron. 

Attachment 
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, Attachment I 

February 1997 

Summary of Federal Agency Decennial Census Data Needs 
(population Subjects) 

1990 

Marital Status M 

Support Expenditures and 

SAMPLE 

2000 1990 2000 

./ 

I Added based on PubUe Law 104-193 and would include questions to identify grandparents who 
have primary responsibility for care ofgrandchildren. 

1 To implement the proposed redefinition of poverty. this subject would include questions on child 
suppon and alimony payments llnd health insurance coverage. 



Summary of Federal Agency Decennial Census Data Needs 
" 

(popul.tion SubjeclJ) 

Rizquired (R) - DaJa on lopics """ required: 
1) by law (ai/hough no/ spedficaily tkcenniai census data), and tkcemW:U census data are 

on!p ",un,.., or the source histonical7y "se,il or 

SAMPLE 
I 

1990 1000 I 

Residence 5 Yean Ago 

Programmatic (FJ - DaJa are usedfor program p/amdng, implemmll1Jion, evaluation, or to pn:>vi,r. legai 
ev;denc~ .. 

fIb- (1) indicates lbat lb... subjects .... considered most likely to be esd.d_d from the 2000 ttnsu,~_(:.u,,_ 
they do not have requirement. The Buteau plans to evaluate each subject on. 

SAMPLE 

POPULATION SUBlECTS 1990 2000 

Children Ever Born (Fert!lity) 
p 

?
• 

Year Last Worked' p ?• 

3 Used with questions on industry, occupation, and class ofworker to streeft out people do 
not need to answer these questions and to identify tbe specific segment of the popUlation the 
e:sperienc.ed civilian labor forte. 



• 


, 


February 1m 

Summary of Federal Agency Decennial Census Data Needs 
(Housing Subjects) 

- Decennial census data 

Rooms 

H.usebold Noncash 

M 

Potential 

M 

100-PERCENT 

1990 2000 

SAMPLE 

1990 2000 

.r .r 
.r 

I 
i, 

I To implement the proposed redermition of poverty, fbis subject would include questions on 
public housing, (oDd stamps, school lunch progums; and energy assistanoo. 

Page 3 of 4 



Summary of Federal Agency Decennial Census Data Needs 
(Housing Subjed.) 

Required (R) - DatJJ on topics are required: 
1) by law (althOJlgh not specifically decennial census data), and d~liial CDtSUS data Q"~ the 

only $()Urc~ (}I' th~ source hutQ1'ically used 01' 

tOO-PERCENT SAMPLE 

HOUSING SUBJECTS 1990 1000 1990 

.". 
,. 

Units in Structure R '" '" 
.". 

'"Value of Bome R '" .", 

.". 
to 

Rent R .t '" 
R 

Data tIN! usedlor program planning, imple11U!1tlation, evaluation, 

,,,, 

I 

[The (?) indkates that these subjects are considered most likely to be excluded (rom the 2000, <~i.~~ 
to evaluate each Stl 

on 

SAMPLE 

1990 

'" ?
• 

.t ?• 

.t ?
• 

, 

\ 

Programmatic (P) 
provide legal evidence. 

because they do not have an explicit' T1it' Bureau 

HOUSING SUBJECTS 


Source ofWater 
 P 


Sewage Disposal P 


Condominium Status P 


Page 4 of4 



EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


WASHINGTON, D.C. 20503 

THE D!RfCTOR 	 February 26, 1997 
• 

M-97- 07 

;. , 

MEMORANDUM FOR HEADS OF EXECUTIVE DEPARTMENTS AND ESTABLISHMENTS 

FROM: . 	 Franklin D. Raines ~- _ • 

SUBJECT, 	 Multiagency Contracts Under the Information Technology Management 
Reform ACt of 1996 

This memorandum authorizes agencies to enter into multiageney contracts for information 
technology and sets forth good management practices to be followed by agencies that do SQ, 

AuthQrity: 

Section'5124(a)(2) of the Information Technology Management Reform Act of 1996 (ITMRA). 
40 U.s,C. 1424(a)(2). states that an Executive agency may "cnter into a contract that provides 
for multiagency acquisitions of information technology in accordance with guidance issued by 
the Director," The accompanying Conference Report, H.Rep. 104w450, states that "the 
requirements and limitations of the Economy Act, and other provisions of law, apply to these 
multiagencyacquisitions." Accordingly. to the extent practicable, and consistent with the 
requirements of the Economy Act, 3t U.S.c. i 535, and other relevant provisions of Jaw, 
agencic:s may permit use of their contracts by other agencies and award contracts for 
mu1tiagency use. 

This guidance is limited to multiagency contracts issued by agencies pursuant to 
Scotion 5124(0)(2) oflTMRA' Under Section SI24(a){3) oflTMRA, 40 U.S.C, 1424(0)(3), 
the Director may authorize an agency to enter into a multiagency contract for procurement of 
commercial hems of information technology that requires each agency covered by the contract 
either to procure the items under that contract or to justify an alternative source of the items. 
Similaily, under Section 5112(e) oflTMRA, 40 U.s.C. 1412(e), the Director may designate 
one or,more heads of Executive agencies as executive agents for govemment~wide acquisitions 
ofinf~nnation technology, The CIO Council is encouraged to identify appropriate candidates. 
This guidance does not apply to contracts under Sections 5124(a)(3) and 51 12(e), 

The ITMRA provides agencies the flexibility to acquire infonnation technology effectively and 
efficiently. Multiagency contracts penni! aggregation of agency demand to encourage vendors 
to offer the best possible prices, and they serve to reduce the overhead associated \vith multiple 
acquisitions, particularly by smaller agencies. In order to realize these benefits. a management 



conunitment commensurate with the potential size of the contracts is essential. This is 
especial1y important because customer demand can be difficult to anticipate, and could 
potentially exceed the agency's ability to manage the contracts, which could disrupt business 
relationships among agency customers and vendors. 

Agency heads must, with regard to multiagency contracts: 

• assure that their Chief Infonnation Officers and Senior Procillement ExecutIves work together 
to assign responsibilities and establish clear lines ofaccountability;, 
• see that the agency component conducting the acquisition has established effective contract 
managem6nt systems and has an adequately trained and sized staff available to administer the 
resulting contracts; 

• monitor the progress of the contracts and ensure that adequate management resources 
continue t? be devoted; particularly if the contracts prove to be unexpectedly popular or 
otherwise begin to strain existing management resources; 

• assure agency compliance with Federal Acquisition Regulation section 16.504(a) by setting 
an initial dollar or quantity limit on such eontracts~ and,, 

• consider)placing an initial limit on the ~ount of interagency usage, subject to periodic 
adjustment (either upward or downward) depending· on the agency component's demonstrated 
ability to adequately manage the contracts in light of the volume of orders received, 

AdditiQoallnfonnatiQn: 

Ifyou need further information regarding this guidance, please contact the Office of 
Information and Regulatory Affairs, (202) 395,3785, Ifyou need information regarding 
procurement~related issues. please contact the Office of Federal Procurement Policy, 
(202) 395-3501. 

OMB continues to review procurement-related matters on the use ofmuhiagency contracts and 
will issue additiona1 guidance in the future as appropriate. This memorandum supersedes OMS 
Memorandum M-96-36, issued August 6, 1996, 

2 




EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF' MANAGEMENT AND BUOGET 

WASHINGTON, O.C, 20503 

I, 
THe tliAECTCQ' MARCil 29, 1995 

OFFICE MEMORANDUM 95-20 

MEMORANDUM FOR 	 OKS STAFF 

FROM: 	 Alice M. Rivlin 
Director 

I
SUBJECT: 	 Branch Organizational StrUcture in GGF 

I have approved several changes in the branch orqanizational 
structure in the General Government and Finance Resource 
Management Office. The new structure is as follows. 

Transportation, Commerce, Justice anO servioes Division 

Ken Schwartz, Deputy Associate Oirector 

Transportation Branch (Branch Chief vacant) 

Commerce Branch {Branch Chief vacant) 

3ustice/GSA Branch (David H~un, Branch Chief) 


, 
Rousing, Treasury And Pinance Division 

, 

Alan Rhinesmith, Deputy Associate Director 

Housinq Branch (steve Redburn, Branch Chief) 

Treasury Branch (Harry Meyers l Branch Chief)

Financial Institutions Branch {Branch Chief vacant) 


Vacancy announcements for the vacant branch chief positions 
will he posted immediately. 



·rEXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF' MANAGeMENT ANO BUDGeT 


WASHINGTON. D.C, ~ 


me DIRECTOR. 	 March 28, 1995 

OFFICE MEMORANDUM 95-19 

•
MEMORANDUM FOR 	 OMS STAFF JI 
FROM: 	 Alice M. Rivlin ~\ 


Director ~ 


SUBJECT: 	 Changes in the Front Office , 

In'an effort to increase the'effectiveness of ·OMB and the 
efficiency of my own office, I am asking three people to take 
on major new responsibilities4 The three "new faces," however, 
are ones that most of you already know. 

-	 i ' 

First, Jack Lew is moving from his position of Associate 
Director for Legislative Affairs to Executive Associate 
Director. This is a position with a long and distinguished 
history, and it has been pivotal in the operation of OMB. In 
his new role Jack will be working on policy issues across-the
board and should be copied on all substantive material that is 
sent in to me. Jack will continue to reside in 243 OEoa and be 
reached on x54790. 

I 

Second, Chantale Wong is returning to OMB after.a short 
stint at the EPA assisting carol Browner. Chantale will be 
working ,directly with me on planning and organ~zing my schedule 
and pri~rities, as well as helpinq manage my activities' 
generally. She will be located in 251 OEOB and can be reached 
on >:59180. 

I 

Third, Jill Blickstein is coming across the street on 
detail from the Health Division. Jill will be assisting me· 
with research and writing, developing"policy issues l and 
.generally helping Jack, Chantale and me keep on top of tnings. 
Jill will also be located in 251 OEoa and can be reached on 
x55883. 

Ple,ase JOln me in welcoming these outstanding OMS veterans 
to the Directoris Office and offer them any assistance you can 
in get~i~g our job done more effectively 4 
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t EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE O~ MANAGEMENT AND eUDI7iET 

WASHiNGTON, 0 C, 2{)503 

March 29. 1995 

Circular No. A-76 (Revised) 
Transmittal Memorandum No~ 14 

TO THE HEADS OF EXECUTIVE DEPARTMENTS ANO AGENCIES 

SUBJECT: Performance of Commercial Activities 

. This Transmittal Memorandum updates the Federal pay raise 
.assumptions and inflation factors used for computing the 
Government's in-house personnel and non-pay costs, as'provided in 
the President's Budget for Fi~cal Year 1996~ 

The following factors should be applied per paragraph C 
pages IV-6 and IV-7 of the OMB Circular A-76 Supplemental cost 
Comparisol), Handbook (August 1983) .'. 

Federal' paY~~ise ~ Inflation Factors. 
Effec ve 0 Civilian 

,January 1995 2.0 
,January 1996 2.4 
,January 1997 3.1 
January 1998 2.1 

'January 1999 2.1 
.January 2000 2.1 

Non-Pay Categories [Supplies and- Equipment, etc.} 

F'l 1994' 2,7' 

F'i 1995 2.9 

F'i 1996 3.0 

FY 1997 3.1 

F'l 1998 3.1 

FY 1999 3.1 ' 

FY 2000 3.1 


Geographic pay differentials received in 1995 and prior 
years shall be inclu~ed for the development of in-house personnel 
costs. The above pay raise factors ~hall be applied after 
consideration is given to the geographic pay differentials9 The 
pay raise factors provided for 1995 and beyond shall be applied 
to all employees, with no assumption being made as to how they 
will be distributed between possible locality and ECI-based 
increases. 



I 

These revisions are effective as follows: all changes in 

the Transmittal Memorandum are effective immediately and shall 
apply to all cost comparisons in process where the Government's 
in-house cost estimate has not been publicly revealed before this 
date. 

Robert E. Litan 
Associate Director for 

General Government and Finance 

. I 




EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF" MANAGEMENT AND aUDGET 


.

THE DIRECTOR, March 28, 1995 

M-95-09 

MEMORAim\;M FOR THE HEADS OF EXEClffiVE,DEPARTMENTS ANn AGENCIES' , . 
FROM:.- ':. i~~',' :Alice M, Rivlin r, "',",""\, ;:';',:

, 

,SUBJECT: ·Performance Partnerships 


, ~ ...~ ,,--., '",' ~ 

• -, "The President'~FY,J996 Budget includes several proposals that dramatiCally ~geth~f 
way th~'Federal government workS with States to achieve the g~s we share, . These ~ __ 
"Performance Partnerships, .. ··which we have proposed in the areas of environmental protection.:~ 
public health:~and housing, among others, represent a fundamentally new way o(doing 
business. Neither the block grants of the =ly 1980, and the myriad narrow categorical 
programs tllat exist today integrate flexibility and accountability, In comrast, Performance 
Pannerships are an opportunity for the Federal government and the States to,exchange funding 
restrictions for a new ~ incentive-based focus on perf9rmance and outcomes. 

Performance partnerships work best: (i) when the Federct1 Government intends that 
services be delivered at State and local levels, (2) where there is shared agreement among, 
Federal, ~tate and local partners about national goals and objectives, and (3) where progress 
toward the goals and objectives can be measured, 

Performance partnerships consolidate funding streams and eliminate overlapping 
authorities, create incentives to reward desirable results and reduce micromanagement and 
wastefui'p~perwork. They begin tD move programs away from process and focus on outcomes 
and outp'uts as the basic m~ure of success" The partnerships seek to empower communities to 
make their o~n decisions about how to address. their needs, and to be held accountable for 
results. 

, 

During the LSecond phase of reinventing government, one of-"'the.major'questions that we 
are·'asking is whether or not the wor~ .we do in Washingto!l can be done better by States, 
ioca1iti~s or private citizens; You should use the attached "Performance Pannerships - .. 
Summary and Gui~ing Principles" as a set of ~rebunable presumptions" as you design 
perforynance partnerships in youf:agency. . ~~ 

Our goal must be [0 dramatically restructure the relationship between the Federal """ 
--. Government and the States and locaHties to create stronger partnerships., Performance" •.. , 
~ - partnerships provide-a new opportunity to provide States and.locaiities, more flexibiiity to sO,lve. 

their p~lems.·in remrn for-more accountability for results. .
Attachment 
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PERFORMANCE PARTNERSHIPS 


SUMMARY 


-. '. ; •.• -- '.'WHAT'IS 'A'PERFORMANCE.PARTNERSHIP? " , ..... ' '. "'.:-;'" ':\ '.~ .... :..:•. ·rll ,".. 
, , 

• .. 	 -. . .f' .", .. .:.,···CONSOLIDATED PROGRAMS,WITH' , 	 "",,'--> !,;." ~. 

.- ..I,~' , i 
.•:; INCREASED FLEXI BILITY 

•• I ACCOUNTABILITY, FOR PERFORMANCE 

WHERE DO THEY MAKE SENSE? 

• 	 IF 'PROGRAMS ARE DELIVERED AT STATE AND LOCAL LEVELS. 

• 	 THERE IS SHARED AGREEMENT ON GOALS AND OBJECTIVES. AND 

• 	 YOU CAN MEASURE RESULTS. 

HOW 	J);RE THEY DIFFERENT FROM BLOCK GRANTS? 

• 	 . OUTCOMES (NOT PROCESS1 ARE THE PRINCIPAL MEASURE OF SUCCESS, 
AND 

" •• FUNDS AND Fl:EXIBILITY ARE TIED TO IMPROVED ~ERFORMANCE 

•• .1...:''1 
HOW ARE,·THEY "PARTNERSHIPS"? 

FEDERAL, STATE. AND LOCAL GOVERNMENTS AND PROVIDERS,JOINTLY...;., , • 
.DESIGN THE PROGRAM AND MEASURE PROGRAM RESULTS __ ,...... '"\"' 

• .PARTNERSWORK TOGETHER TO REMOVE BARRIERS TO SUCCESS 



'PERFORMANCE PARTNERSHIPS 

Guiding Principles . - . 


Current Federal grant system. 
~', ' ::~: ,- ,- " .~' 

. . 1, . . 
.. ~ . 1'. great d~_?1 pJ. the. cuirent'grant 

• ,syste~ lias ~?~_qken d_own in 3~, tangle' . 
~ ._ ·'·;;';;:~.;;:)jf:g~op jnten!ioi!s gone awry., There 

~,-: -'~.~t;;~ .:'_~'~~. ~~P.':-~~~Y:'.fuhdl.ng categories,-~
'~: , "', •.suffoAqa~t!ng~regufatlons and 

"4."",, ;-.~""~,,, .• 
~ ~:,"pape~~lirl<,,;!,nisdirected emphasis on 

..', ..~~,.' ,.' ,rlemii9i,a~[I1~~~~ther than preventing' 
- .. problems,' and no clear focus on 
. . measurable'"outcomes. The system 

" ~ ~ stifl,es .iil1ti~~ive and squanders 
'resources without achieving sufficient 
results. Performance partnerships 
offer improvements to the current 
system, 

What isa performance 
partnership? 

Performarice partnerships provide 
increase,d . flexibility on how a program 
is run in exchange for increased 
accountabitity for results. 

• 	 Increased flexibility includes: . 

consolidJl.ted funding· 
streams .. elimination of micro~ 
management, 	 . 
devolved decision-making 
(national goals and 
objectives, with much 
more 	flexibilitY,for State 
and local partners to 
determine HOW these are 

... : 	 achieved) f and 
reduced wasteful,-. paperwork. 

• 	 increased accountabihty,. for 
··results means the partners will: . '.-: 

.' 
_I .~ beg'in~t"o"t;~~t oJ;c·~~~;,'." '. 

., ,< ~ '.and outputs,as the basic,' . 
• "~:: ".'. '.. ,. r, ".~ '. ~ l)'\e-asur.e:or~u~~ce~·s"ie.9.:·:, ~:"1 

te.en,age pr~gnancy,rate: ., 
"_ 	 rather...thari"numbet. of . 

, ..... ,. ".' r ~ ~ 

. visits to'a clinic}, and '. 
, create fundi.~g and;other 

incentives to reward.·: . 
desirable results and' 
pe'Hormance towa'id~ , 
results. 

Where do performance 
partnerships make 	sense? 

Performance partnerships work best: 

• 	 When the Federal Government 
intends to deliver services at 

. State and local levels, 
• 	 Where there is shared' 

agreement among Federal, 
State and local partners about 
national goals and objectives, 
and . 

• 	 Where progress toward the .j: . 
goals and objectives can be 
measured. " 

•• Checklist of' Guiding Principles 

for Designing a Performance 

Partnership 


A number of key characteristics 
should be considered in designing and 
implementing performance 
partnerships: 

http:P.':-~~~Y:'.fuhdl.ng


1. . Program consolidations 1 .' Program consolidations 
2, Partnership 
3. Increased Flexibility "".. Proposals should restructure'· 
4, Improved A.ccountabilitY current grant program 
5, Measu,ring Performance -authorizations to consolidate 

••. .; ,'Y4';.",::"",-",::.,.' .6.. ,P.ert.ormance Incentives 4'" t<'1 "0 :':::!:f•• programs and/or funding0 

';:. '~~1!i'z":,:'f .~':' 7,"'" ' '~Shift i'.l the locus of ~. '. <1, . ~.. ~.:'" :' ~~'streafl!s' and eliminate:> 
Decision~making overlapping authorities: 

~8. ,,.. Administrative Slmplif~~atiol'1~ 
:'~i\," ,.9:_" '9~ Admiriistrative Saving~ '. ".". ;-i' --" ',' Every 'effort' should be 

. .::.!i':.. '·10.~· ;lmpler)1e~tation.... '.:" -.... ..~,' _:made.to'mergt:' funding 
',_ :~". ~ ~ :.,' .11.' Entitle(ment Pr.~~~ams:.-'~ ''',.' , . ; streams which nowlforce . ,. " . -. ... recipients to wastefully 

... '.J " .f' . isolate administration and 
\The checklist .which follows c~onlains .' delivery of one program 
. princjplesi·w~ich build.upon the ." ~ ....... ' • from another to avoid 

descriptbn' 9f th,e A~ministration's 'six being penalized by 
proposed "pertorr:nance partnerships" auditors. 
in the President's FY 1996 Budget 
lsee pages 152·154). The guiding 2. Partnership
principles should be regarded as 

) "rebuttable presumptions": • 	 Federal, State and local 
partners should jointly design

fa) In any policy arena in which the partnership and the 
there is a strong national strategies to implement it. 
intere'st and a history of Federal 
grants and other assistance to • Performance pannerships
State and local governments, should accommodate different. 
agencies should give strong program strategies with 
consideration to developing one different State and local 
or mQre performance partners.
·partnerships. 

- 3' , .. Increased Flexibility 
Ibl 	 If a proposed performance 


partnership is not consist~nt 
 Performance partnerships
with e' particular principle, there • 

should: . 
should be a 'compelling 
argument about how the Promote multiple 
program is otherwise 

, " approaches to meeting
adqressing local needs. stops nation"al objecflves,
micromanagement, and holds Allow 	federally-funded
its partners accountable for activities to be fully" 
results. 	 . 

'integr~ted with Sta~e;.
I 
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-local, -ah,tprovider inputs and process used" by 
~ctivitie"s. and . States.and I~.~ali!les:. ... 

.~ Allowllexibility so that 
State and local An emphasis on results 
institutional forces and means, for example, 

.,~t.':"~~ "'l~ '~.' -.F·ince:ftt~ves, ?'chieve 'the 	 cohcentrating on'getting-r,'·-,.,,,,,0' ~ 

',;;":;-:.",- "",;' ·,;;"4' ~" desired'results. '" .. " . ,,' ". < .cleaner··'air {not the. ~ . _., ~ ..... 
eXistence of 'State 

, d, 	 • " :~: " . -.-'~' .~.< If, State pl~l1s ~a.re necessaryI' 4_'~¥' ';, ,'_' "" ,~e~nvir9nmef!tal: d- -: ": "r·~··.. , '. /':.~"':'''''' ..", ... 'iTuJhiple;"State Plan:' , "'~ _. .~. regulations) "or~ whether""-' 
..' ":..::;:,i1",;":',¢..:lt:,,,~:,,,requirement$ should be--=', '. _" :'t'''-, .-<.:~ • ~?~~'!tiol)~! g~Jals are:·, 

":-'~ ,. .~£.; replac~a with one "community _,> -!:)elng·achleved Inot the: 
:' ".. ..:...¥':~.~ 'based 'strategic plan." Such a, _"'< :levaLof) school . 

"f"i,: "'- ~l... ': plan'would outline basic ·~expend.ftu'res):' ~'-'. 


- . strategies and tactics, and ., 

accommodate much more • ,.' t-:Notwitttstandjng..,increased. 

diversity from cQrnmunity-to- ..' flexibility, performance " 

comm'unity and state~to·state partnerships will maintain . 

than existing approaches. Constitutional and critical, 


national publlc pOJicy 
• Partnerships should: 	 requirements: . 

, Minimize "required" 	 Non-discrimination 
, service requirements, and 	 requirements, for 

example, will apply, 
Provide multi~year 
funding, 5. Measuring Performance 

4, Improved Accountability • 	 Performance partnershlp:s 
should be structured, managed, 

• 	 Federal agencies and ~State or and evaluated on'the basis of 
local1partners should develop, results (Le,. progress in'tern:s .... ",. -,. 	 . ,
communicate. and monitor of agreed upon measures of 
mea~urable program 'goals and. performance) . 
report progress toward 

" achleving them: 	 Performance measures will 
typically include. mix of' .'. 

Think in terms of shared outcome and output-measures. 
. ,. 

...- accountability. 	 including both measures.of ....-, 
progress toward national goals 

.''z..' 	 Performance partnerships and measures of'important 
should focus on outputs and negative~,consequences that'~are 
outcomes (real results} rather likely to result. from program 

than detailed assessment of the activities. 
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, , 

" .". 
',. l"; ,u.. : ...... ~':'.' 

"......... ...- ~ 

j,. r-:, ••,~ ..,,:;,"'.: .. , 

~ "::: ~ t :::.::,... 

• 
 Partnerships should focus on _.;' ~ ,.:-~__ goyernm~nts, providers and' 

outco.mes (not process) as the • ~nsumers, develop and update 
principal criteria.by wliich to ._. -_::',;" .-:: measures for determmmg State- Of 

measure success. ~J/" -. Ow' -_. "local performance in achlfllling• 

progress toward the national goals 
and objectives." 

• 	 Authorizing legislati.on should '. , •. .... . 
- includea·statement~of:. '-":,,_".-:: ,.."',,.-_.

:"":';- .. <; : ,." .'. _ ". - ' ••• " , r;·.~ ,-:~ ,Accordingly',' perfo'rmanc'e -, l·' 

'~'1· ~ ~""..- ."National'goals and ~ ~. '"' ._ ,,- .~ - measures and. targets 
-:.1<..:'-. 	 Z'" iobjecti~/es'" that the -;": __ ., 'shouldJ;e: .. · ~:~ ,_,>~,,:: -~}' ::'::'_~t:~:~,.~. 
"~ t • . ....:.... ::partnership ~~e'eks to help'" 

,., .", 	., ,.'" " ••j achieve,· and' '. ......}.".. ~" . t _ . 
'-"," ~,' . ~,~.' ..... .~~~.".:>~ :-'.:' .":.' ,t'..,:.t:: '':~~. :::- .j For.ex8mple:~£parenta! : 

-


"", . ~_.' :~ .. '. 

; ~.:. _ ':1:" _. -,,':.'~_.!:~_:~~ 
'; r~sponsibjlity.~.:. 

,'! "1~_T~pes of "performance 
-information" that would 
indicate what types of 
information would 

indicate 	progress toward 
the national goals and 
objectives: 

For example: ~paternities 

established" 

• 	 The Federal agency should be 
authorized to develop national 
goals and objectives where the 
autnorizing legislation does not 
spe~ify them. 

For example: "'The Secretary shall, .in 
conjunction with the St?tes. local c· • ., 
governments, ptoviders and 
consumers. develop national goals .,
and~obiective5... ., ' 

• "Performance measures" and 
performance targets should not 
be lincorpo,ated in authorizing 
legislation, ~, 

For example: "The Se~ret~ry shall, in 
conjunction with States. local 

4 

...~"'. 	 . '. ~ '::.~ ",:: ,__4 ~ '" J.;: 

• 	 •• M t all d I d'b' , "~ .... u u y eve op~ y ~,-;::;~...i:' .' _.J. 
.- ...thepartners,or·,·,..;. ~.-

., .,FJw~ :'. ~ tr:l the c,!~e of; t?ertain ' .. ,",..-',':.1

';.' . 
core indicators, ~ '~~,: " " 
developed by the.F.ederal

···.·f·,':·,' Government.in" --::},,' ... ~ ~. 
, • " j 

... ' 
i" • consultation with~ '-' . 

grantees, and
supplemented with. 
indicators mutually 
agreed to by the' 

grantees. 
Refined 	over time -in 
consultation with the 
grantees. 

Performance measures require 
specification of at least the 
following: 

(l) 	 Type of 

performance 

information . 


. 	 (2) Data,sou~ce (or 

sources)._ 


(3) 	 Acceptable levels of
precision and 
accuracy. 

(4) 	 Domains of 
estimations (e,g., States, 
counties, etc.1 _. (5) Frequency-of data 
coliection'. 

http:Government.in
http:legislati.on
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'16) , cTime period 
covered. 

For example: for "paternitIes 
established" 

" ' i 1 , ') Percentage 01 n,ew 
-:ly~"" " ~ ;'; ':" ',6;~'7"-{' -,.. weltare cases for which 

l~., :'l!. '.It ~~~, ';·'~·;:F'·~:~":'·'''''(' -paternities have,been. 
"~" .,:-~,,:~.~ '~,:~-:~'::~" "'-- 'l;~" ,:~ established. for. eaeh 

~~, -.~ ,~, .• _-" ':-- \~' ,.:: \""~ fiscal yeaI' cohOrt of n,ew 
, :"r' ',-" ;,,' ,(t",1t \'" ':~' : ; " welfare recipients,.W 

,'-" n,2i Percentage'Qf the tottd 
i1;:ril;".' ,. .' 'welfare caseJoad for 

, which paternities have, 
, , ", .. -~. '~,been establiShed, as of 
.;-.~ 

" , 
" "the close of each fj'seal 

, ".~I"'·-"· year, 
:m Selected welfare system 

", - _case records and 
.. : . information obtained 

through external Quality 
control feview. 

(3} Total estimation error 
not to exceed 7 % at the 

. county level and/or 1 % 
at the State level. 

(41 The sample design must 
Support precision and 
aCcuracy requirements 
fOf State (county) level 
estimates or tOI the 
population generally 
{e.g., the entire sample 
may be allocated across 
the S1ate, ~n~ cases 
allocated per counly, or 
even ~n" caSes per ' 
1,000 per countyl: 

liS) Annually.-' 
'{6} The last fiscal year. 

" 
.J.,. ' i

•• . Performalice agr~ements:, 
..!';:- Federal agencies should 

', 
;de~elop individual 
I performance 'agreements 
~ with each Statellocality 
,r~~eiving funds. 

," 

For exampfe: .. ;'fhe Secretary 
shall. in conjunction with~ th-e 
States, locat governments, 
providers and consumers, 
develop individual 
performance agreements 

_ which speci1y the'program . 
, 
'-' "·3".~~als and objedives,Tprog'ram 

!, per10rmance mfHis'u'res"- ! '1:-\-"':' . 
.. ,~ -.~ "" performance iar!rets;~,a~a·the, 

, :. timeirames for aChieving the ~ 
·"'·perfo(mance·t8fgeU.~--"·' '-: . '. " 

. "..,.' .~~' 
" 

" . ,, .... .. ". ... ~.i'. ,;?:Assessing, pr~gress':! ' . ,-.;' 
~., ".-, 

, "' 
,;~t.-~-, '_-~<rhe authorlz(~g-'7, 

. <~.".- ,;'~'!egislation"shouid 1~~I~d~ 
....' .~. ·8 requirement thal the 

"." :::.... ~Federal ag,enc,Y work "Yith 
-..--.., the partners to develop a 

system for a"ssessing the 
extent of progress 
toward national 
objectives, 

For example: ~The Secretary 
shall. in conjunction with the 
States, local governments, 
providers and consumers, 
develop a system for 
assessing loa extent of 
progress toward the national 
objectives:" 

,
At least annually, the 
partners,should assess 
the level·of performance 
achieved, the extent to 
which performance 
meets or "exc!3eds agreed~ 
on perforrnance targets, 

, and the extent to which 
perforrpapce has',changed 
over time. These reports <! 

':should acknowledge the 
influence of important 
external factors that .may· 
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I 
have affected the 
performance levels' 

-.~ , achieved, 

w_' 	 From time. to time. annual 
performance reports' '_:,~ -",

I ''> ," , ,- ":::_:,-:-"'" 'should'be supplemented ' 
..".4:J'1;:::.:~ t~-::~~ ,ImbY program' evaluations ~ ';"' ....t:t..... e,;.,::;:. 

that estimate the net -." 
:::.' ~ -~, ,'''..' program impacts caused· 
/.::'c:.?",j.; : by'the program. The-se 

:;"r:.." 'i!-Jj . !. :program evaluations 
:--':~ ...... ~::.D;>t£Jj;:.: :.:" ",',~1::':': Ylo.U!~_,~_~se re~earct) ~ .-;' l' • " 

':',:-:..-1'>.• :"':; ~::"-t... i'i" \'f '{'; ';designs~to estimate- the' _ " ' ,.:;, ;1, • 

" ,rM':':: ~,. 7'_:-:!: 'difference that the 
•~ -"'-, _.~_::,.;\c:r, -program makes (i:e., the 
.• '-" ., ~~ .....;;..- differen'ce between (a)' , ' , 

,- ,-the <actual performance 
levels achieved, and ibJ 
~he performance levels 
that would have'been ' 6,' 
achieved in the absence 
of the program), • 

• 	 Data conection~ 

The partners will have to 
identify Or develop data 
systems to define .and 
asseSs "results" and 
"improvement in results.". 

'For example: ~Ttle Secretary •is authofllea to withhold up to 
5 percent of the amount 
appropriated to the program to 
support the development and 
updating of dB~a systems tied 
close!y to.the national goals; 
'the development of 
periormance agreements with ',. 

~'"-
Stl;'fes; and data qualiw 
assurance-and data quality 

, improvement: and research 
and development of 
performance .measurement methodologV, ~ • 

6 

f?artners should consider 
whether and how to get _. 
data that is generalizable: 
and consistent among 
and within States 
overtime, 

Refining -the~measures:'over :.~,:~.;j ,',.:'. '. '. 
time: 

.. , "'- .,~ ' .. ':-.~" 
.~.-'-'-

It is-expected that th~"" ", 
..,." performance- ~:~ .. !."':;: '. 

~ ',,'"-;:- -·.measurement·p~ocess I c"~: 

7P:,'",~ . and ,indicators.will e~'olve!~ 
over time, as Federal", ~ 

"t • agencies and grantees, t .. 

~. ,develop greater, .' _~. -' ,,' ~ . 
experience with this, 
approach, 

Performance Incentives 

Agencies should consider 
whether funds should be 
allocated in part on 
performance (but other factors 
such as need may also be 
determinants, including, 
population, poverty, disease 
incidence, morbidity••and 
mortality, as appropriate}, 

Partners should be recognized 

and rewarded for success -

both high. performance and 

improved-performance. 


Recipients should be rewarded 

for achieving ambitious, rather 

tha:, readily-attainable. 

performance targets, 




•. 	Some portion of the funding 
should be based on actual 
,performance: 

, 
Some portion of funding 
should be available to the 

~, " ,,:;," '~:. :~lt!':;''1:.-'',3; t~,,;::::, ;:J,.., Federal agency as· an 
,,' ,,-<;~r.·'_. ~"''lo.!.•'- ,.;:;,,:: _ 

" 
iMcentlve for States and . 	 ' 

.: ".' ' .. ",/:.".- ~ ~ localities that make 
.. ;',; ~.::;.~.;.:;. ~ ',~) ; ~ '~":-."'" ,improvement. 

..... ,~:- ",_._', - .':_" 
~:. d.""'"; ::.!~.'~.~,,":....,i" ".1~. j 

7" ., ;;'.' H Fer exnmple: "The Secretary 
.,':-:r-.... .:- ~~ ;:..I}'t~:,: ,;.1:; t>t _ ~Js:auth"oriled to reserv~'.I.!JU<! 
.foO'r • J'~" r,),.,,:.,,: !l,l F; ~ ""-:' !::D;~";' 1i2 percent of the funds to be 
, , ~ '" - " :.. . .. used for performance 

incentive awards for recipients-,0 - ~ , ,_
",' " ~'making process toward .. 

:..,.;.::;...,,"C""-~, .• :.~,'~~'~ rffeeting'national goals,~ '. ., .. r 
"Up to" is important, 
since it wilt first be 
necessary to get a 

. . .~.~ ~~:~,sensible measurement 
system in place, before 
attempting to award 

,.< .~perfprmance incentives. 

Rewards should not be 
directed toward only 
"exceptional" 
performance, but atlow 
the Secretary to reward 
high or improved 
'performance .. (i.e ., 

"progress toward 
achieving national 

c goals"i. ' 

• 	 High-performing States an(j 
localities shOUld be rewarded
with additional flexibility or ., 
reduced matching requirements. 

• Similarly. disincentives should 
inClu'd~ reduced"flexibility: 

A.r~quir~rnent to shift 
funds into practices 

· •.~.~ .._.." ·.successfully used by high 
performing States and 
localities I or 
R€!q uirements~for_ 

~ .. ~ ~,- '>'"" - 'add,·t,·onal.'comm,·tments).,.,,' '-J~'" c,,'" ,~. 

- . . ..',~ .. ~ of St'ate or 10·'c'.I. '. " . -;.: .~.: . .. -, 

, .~. r~squr~~~, .. 9r _~ " , .:... ,,' , 
,;.:.z, ~. -:.,.?;"~ 'I - -,.•Re"9uctiQQ. or,ltermination 

.' ., .... of Federal funding. 
- . ",.,.-. . " , .

'..":::'. . • ; '-£... :Partners· should .avoid punishing.. :. 
.,~~;., in~ovation and expenfn>ent'atlon:' 

':' ""'~ ....... , ~"' ... - .
.. 

,-" - Keep 1ft ~ind :.~,no" one ,is .. : 

L:'~ ' ..:~...::.. • '.' accountaple f,o[ ~res,!ll~$ 
~" . n..ow uJ-:lger the' current 

system. 

• Since there.is shared 
'accountability forr results, •. 
Federal agencies sliould also 
respond to problems by 
providing technical a'ssistance 
about promising practices: 

For example: MThe Secretary ~hall 
provide technical assIstance' to the 
States. to help them expand ana 
improve .... ~ 

• States and localities should be 
held harmless for cases where 

'outcomes are not achieved 
. despite the use of best 
practice~J9iven the CUHt:(!f1t 
state of '·nowledge). 

7. 	 "Shift' in the Locus of 
Decision-making 

., . The partners should decide 
largely on the ·What ~ and leave 
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most of the "How" to micro~managetnent, and 
States and tocalities. wasteful paperwork: 

• Performance, partnerships Rigid and costly program 
should seek to empower restrictions should be 

,~'communities to"make their own 	 eliminated. . , 

~"O,'" doc'','s','on's about how·to address 
.. ~ -.~ .!'>.: rtoi;1, • ,g~..! I,.t'>;';:.~ thei~"'n~eds; and' to b~ held '"."... .• '': . Procedural, ·detailed. application, .. 

" '-', ~ 0;; 	 ~•• ,,< ·.C~':;::~····h,."....... ~---_:~ 

• ..I' ...... --:-"-~ - .....\ -"""':':- • acc"O:urltable Jor. results.' 	 ... ~.' - .",.. '.' financial I1)s.nagement, 8l:'diting,. "" _'. 	 .. 
:' ~-:;:•..n:;":m'_"".:::T.tyt·;t i?~-:~:;~ r ' '. - . 	 . ~~~ _~ and-expenditure reporting 

• '::'':'~~'liC:~:f.~;: .. - ;~t~('Ff6rit-line,- local·level-providers / '" .' {~t ' , requjremen~s.sho4h;f -.be"t~ ~} _ : , ':., 
~. ~~:';'- ':"t~( .~...,! l·,ir,."~;:~sH:btldl have:greater flexibility, 'v',~! eliminat~Q 9! simplified}to ,~,:, ":' :;".,,, 


<'~hr -,,' :':~·~3F~"':':".'I'ancH'esponsibiHty for service permit comprehensive"service .-. 

',".~ ·\'i"~'" .~. ,p....~__-'; ·.de~!gn', deliver-y, and'results.' delivery;,. ~,' .,~;,:.., ~.~. ,~~;-,. ',',~ '. ~',,':: 


-: : .~ ,". 

~ .....' " ' •.. :: "'Pa'itnerships should permit '"', , . The focus ~hould-,be ""Is .-'-" 
':-"" ':'>1' :"' ~ f'I .," 'I."'~customers'and beneficiaries to' . t ••• ~' :'1 " .: ,..the:community ,achieving; - . .:. 

- !' , :.:;""" --~'sha-pelprogr~ms to better match· ,~. " -. "·measurable results tha~· ~. ' , . 
their individual needs ~~ by indicate progress toward 

. giving them voice, choice, and , national goals?" --.rather 
. _ .. the 'means to integrate services" , than "Were the dollars 

froni'inultiple providers..- spent on the igentified. 
problem?"

• 	 Recipient jurisdictions should 
have flexibility .to set local '" . .. .- -- Federal agencies should," to the, 
benchmarks that are consistent extent feasible, establish or 
with national program goals.. negotiate performance targets, 

r,ather than specify t~e manner 
8. 	 Administrative 'of compliance that States or 

localities m'-;lst adopt. 'Simplification 

Reporting and monitoring.Partners will seek to reduce 
'should focus on performancebarriers to success. 
(outcomes and outputs that 

..... Indicated progress toward• 	 ~F.artnerships should resemble 
. strategic goats) rather'than"performance contracts!' {i.e:, 
inputs._contract for m'easurable results} "'--.. , 


rather.than traditional cost~ , ... 

reimbursement, "Ievel~of-effort" 9. Administrative Savings~" •. 

grants.
, 	

Administrative savings should .-	
~ 

... ":"'Performance partnerships 	 be realized through.. 
--. 't . "sho'!ld'reduce Federal consolidation and program' and 

~regularion-of inputs, and avoid 'administrative simplification: .'j' 

8 



Consolidated planning 	 Eligibility may n~e;;; to be• 
requirements, for simplified. for example. to 
example, should enable .,.. ,transform.pubfic ~ssistance 
'more integrated'services offices from bureaucratic 
with less overhead. eligibility offices into family 

" support and job_preparation 
~~:~~~1:;;;;;~'··"'""'t,.~··1 O-:"t.: hriplementation ; ."" '";lG i;, ~ ....:" ."<;: -t·~· . centers.linkin~ .range -of 
~ ,.,<" .. ;"':... ' ",. t:. • ~ _ ,1. _ ' .~~ ,f". . '". : .••••',••, ~ -, "',',- .~~-. "••• _ '.~" . ',- services. _ .~. " ,c':' • -. • , ..... u·,'Proposals should con~jder: 

;,,~, " ~ C;:':;:;' ' • .:t ••,~••_ • ., " .., -	 • ", ."-",~, -' :l.i-he;~. may be' ~ ~n~~d to set 
:.!:' :. ~', .' ","l"~" .:~.;:". -':; Phased-in '. · , ' specific common measures, but 
.. '} ..• ""'~ ,t:t;I-. ~ ..... "''''~ , · 
...."..~., ~."- .'~"~ ,,~, · .. ~··'::<;implementation,;... - allow for Ih';xibilitY. for local 
:). -: ~-'--:"::_ ~ --' : Initially'; shiftingtowardi",·,:., ... circumstanc:es:. '::..:' . ~-.., ..• ~"' 

...... , '. .-' " , 
_ "~,.:; i: :--..: performance partrierships " -.,,.~., .. -. "'-' 

.~,·I'~ 	 'I -: .i" ,,-'" '- -'-"".,! • 
-~"~-'-; " ,,":,", -,·with self~sejected·or····;:;· Measufe'~:~sh'~uld })e. ~oth ,. 

. ; . ~,.~'~.: -:;..:, " '''volunteer'' States/local ".. . population~ and, client~ '._ ' • 
- ,,",, ;'''' __ ,,. " partners-'th~t are·ready:-"::~ b~~ed·:'-._·~ ~~~ : .•,.,.,,!<':; 

• 	 Partnership proposals should 

accommodate different degrees 

of de.volutj~n between Federal, . 

and various State and local 

governments, 


11 , 	 Entitlement Programs 

• 	 Performance partnerships for 

entitlement programs might: 


Initially alla-cate furids to 
States to' match what 
·t~ey.·cl;lrrently receive,· 
Adjust over time fo'r,
growth 01 poverty 	 . 

--: "'population and inflation, . 
Authorize the Secretary .~' - '-

to provide e'xtra funds ,to 
States during economic 
downturns, 
As an incentive {since 

. funding levels are fixed}. 

permit high-performing 

States to re~direct their 

matching' funds. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 

WASHINGTON. D.C. 20503 

I 
ntE OtRECr~ 

August 19, 1994 

, 
The President 
The White House 
Washington, DC 2Q500 

Dear Mr. President: 

Enclosed please find the OMS Sequestration Update Report to 
the President and Congress. It has been prepared in accordance 
with the· requirements of the Balanced Budget and Emergency 
Deficit Control Act of 1985 (Public Law 99-177), as amended by 
the Balanced Budget and Emergency Deficit Control Reaffirmation 
Act of 1967 (Public Law 100-119), the Budget Enforcement Act of 
2990 (Public Law lOl~508), and the Omnibus Budget Reconciliation 
Act of 1993 (Public Law 103-66i. 

As required by law, the report includes updates of the 
discretionary spending limits. a summary of enacted le9islatio~ 
affecting direct spending and receipts, calculations of the 
maximum deficit amount, and comparisons with the estimates 
provided:by the Director of the Congressional Budget Office in 
his report. The report estimates that no sequestration is 
necessarY based on legislation enacted as of August ~6~ 1994. 
Whether sequestration may ultimately be necessary depends j of 
course, on subsequent Congressional action. A final 
sequestration report will be issued 15 days after the Congress 
adjourns. 

Sincerely. 

Cb.~11-Q-L' 
Alice M. Rivlin 
Acting Director 

Enclosure 

• Identical Letters Sent to Honorable Albert Gore, 
and Honorable Thomas S. Foley 



I. INTRODUCTION • 

The Budget Enforwment Act of 1990 (HEA) 

was enacted. into law as part of the Omnibus 
Budget Reconciliation Act of 1990. Th:rougb 
flSCal year 1995. the Act establisb.ed annual 
limits on dj......tionary spending. • pay·as· 
you-go requ1Tement that subsequent legislation 
affecting direct spending or receipts not in
crease the deficit. and maximum deficit 
amounts. cOmpliance with these three con
straints is erlforced by across-the·boerd seques
tration (red~ction) of non-exempt spending. 
The BEA 'requirements for discretionary 
spending and pay-u-you-go legislation were 
extended through 1998 by the Omnibus Budg· 
et ReconciJi.tion Act of 1993 (OBRA93). 

The BEA .requires OMB to issue sequestra· 
tion reports periodically during the year for 
discretionary spending, pay-as-you-go legisla.
tion, and the deficit. This includes a sequestra
tion update report that is to be iS$ued 
no later than August 20th of each year. 
This report provides OJ\.ID's updated estimates, 
reflecting legislation enacted and signed inm 
law by the President as of August 16, 
1994. As required by the BEA, the estimates 
use the same ecunomie and technical assump
tions contained in the Pres:ident's FY 1995 
Budget. which was transmitted to Congress 
on Fehroary 7. 1994, 
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Discretionary programs are, in genernl, 
those that have their funding levels est;.ah-. 
Uahed annually through the appropriations 
process. The ecorekeeping guidelines accom' 
panying the SEA identify accounts with d..iscre
tionary resources. The BEA limits budget 
authority and outlays available for discre
tionary programs.. Appropriations that cause 
either the budget authority or outlay limits
aloo known ~M ca.pa.-to be exceeded trigger 
a sequester to eliminate o.ny such breach. 
There is no requirement that the full amount 
available under the dUJe:retionary Ii.l:nit$ be 
apPl'QPriated. Table 1 is a swnmo.:ry of all 
changes to :the caps since they were set 
in 1990. 

Acliuatl1leAta to thl! discretionary lim .. 
lU.-Table 2 shows the impact on the diacre
tiOIUll)' limits of .djusmwnts permitted by se<:
tion 251(b) of the BEA. Adjuetz:nents author· 
ized under aeetlon 251(b)(1) include those for 
differenres bt3tweeIl actual and projected infla~ 
tion and for' changes in concepts and defmi· 
tions. These Iadjust:rnenta were shown in the 
sequestration' preview report included in the 
President'. FY 1995 Bmlge' and .... included 
in the p:teyjrir report limits in Table 2. 

•
Section 251(b)(2) 01 the BEA authorizes 

adjustments that can be made after appropria· 
tions have been enacted. Table 2 im:)udes 
th08e adjusbnenta that can be made now 
due to legislation enacted to date, as well 
as adjustments that would be made assuming 

'enactment or the President's proposals, The 
actual adjustments to be included in the 
fmal sequestration report at the end of this 
year's session of Congress cannot he deter
mined until all appropriations have been 
enacted, The section 251(b)(2) adjustments 
include: 

• internal Revemu Service (JRB) funding,
Funding for the IRS compliance initiative 
above the Congressional Budget Office 
(CBO) baseline levels estimated in June 
1990, Adjustments are limited to the hudg* 

et authority and outlay amounts specified 
in the law. 

., 	Emerg;mcy appropriatWns.-FWlding fot 
amounts that the President designates as 
"emergency requirements" and that the 
Congress so designates in statute. Since 
the February 7th preview report, an addi
tional 110.7 billion has been enacted and 
designated by the President and Congress 
as "emergency requirements." Most of 
these funds are related to emergency relief 
lollowing the Northridge, Californi. earth
quake. 

The BEA also pn>vides .pecial allowanees 
for budget authority and outlays. Two separate 
budget authority allowances may be provided 
for 1994 and 1995, together with an 8dju.st~ 
ment for outlay£> associated with one of 
the allowances, calculated using spendout 
rates contained in the BEA. For 1994 through 
1998, the BEA alS(l provides for an additional 
budget authority allowance equal to 0.1 per, 
cent of the adjusted limit on total discretionary 
budget authority for the budget year, 

Another adjustment is the special outlay 
allowance. The dollar amounts of the specisJ 
outlay allowance for 1991 through 1995 are 
specified in the BEA, The annual allowances 
for 1994 and 1995 are $6.5 billion. '1M 
outlay allowances through 1995 are reduced 
by the outlays &.IlSOCiated with the budget 
authority allowe.ru:es. For- 1996 through 1998, 
the outlay allowances are equal to 0.5 percent 
of the adjusted discretionary outlay limit, 

Status of 1991 diacretionary appropriu.. 
tions.-Table 3 aummarims the statua of en· 
acted 1994 discretionary appropriations rel
ative to the discretionary caps. Enacted budget 
authority and outlays lU'e within the caps, 

Statw of 1995 di8cn:tionar:Y apptvprio
tions.-Tabie 4 shows preliminary OMB scor
ing of the latest House, Senate, and completed 
action for 1995 appropriati<m.s bm~1. Discre
tionary budget authority and outlays based on 
OMB scoring of House action to date are below 
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the caps for 1995 by $10.3 billion and $1.1 
billion, resllcctively. Based on Senate action. 
budget authority is $8.9 billion and outlays 
are $0.5 billion below the caps, No sequester 
would be required if the levels described here 
were enacted. 

In accordance with section 255(h) of the 
BEA, the :President h8ll exempted military 
peTiionnel accounts from sequestration in the 
event that n sequester is required. 

Comparison between OMB fJI1:d COO dis
cretionary limits.-8cction 254(d)(5) of the 
BEA requires an explanation of differences be
tween OMB and CBO estimates for the discre~ 
tionary spending limits, Table 5 compares 
OMB and CBO limi~, for 1994 through 199K 
CBO uses the discretionary limits from OMB's 
February 7th sequestration preview report as 
a starting point for the: adjustments made in 
ita sequestration update report. 

OMB and CBO have different estim1.es 
of budget authority for emergency funding 
enncted since Februa.ry. CBO soores budget 
authority for contingent appropriatiOll$I in 
the fiscal year in which it is appropriated. 
OMS scores budget authority for only th"bse 
contingent appropriations officially requested 
for release by the President and designated 
by the President as emergency requirements. 

OMB and COO a1su have different estimJtes 
of the outlay effects of the emergency funding 
enacted since February. The largest differen~ 
in 1994 and 1995 are in the Federol Enter
gency Management Agency's Disaster Reiier 
Fund. or-.m .\lSsuwes a faster spendoutIof 
the emergency appropriations for this progrnm 
than does COO, Additional detail on emer
gency funding estimating differences between 
OMB lUld CBO is available in the separate 
report issued February 17, 1994, !,IUbsequent 
to enactment of the bill providing emergericy 
relief for the Calitomia earthquake. 

http:Februa.ry
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Table r. SUMMARY OF CHANGES TO DISCRETIONARY SPENDING LIMITS 
(In billions of doJ.1ara) 

1991 1992 1993 1994 1995 

TOTAL DISCRETIONARY 
Stetutnry Caps, as Set in OBRA 1990 "'"............ " SA 

OL 
491,7 
514-4 

503.4 
524.9 

511.5 
5340 

510.8 
534.8 

517.7 
540.6 

Adjuatments for eha.ng-es in coneepts and defini
tions ...... _ ......... "."."......._..... , .. , ...... , .•.~__........... BA ............., 7.7 8.2 8.2 8.8 

01. .".-.,...,.., 1.0 2.4 2.3 3.0 
Adjuatments for changes in inflation .................... SA ..., ...." ..., -0.5 -5.1 -9.5 -U.s 

OL " ..........., -0.3 -2.5 -S.8 --8.6 
Adjuatments for c:tedit nreiiftimates. IRS funding. 

debt forgiveness. and IMF .................................. BA 0.2 0.2 13.0 0.6 0.5 
OL 0.3· 0.3 0.8 0.8 0.7 

Adjustments for emergency rcquirmen18 .............. SA 0.9 8.3 4.6 11.1 ........_"-.. 
OL 1.1 III 5.4 8.7 5.8 

AdjUlJtlnentl!: for l!I~al alJo....tmeea: 
~ary new budget authority .................. SA ........_.... 3.5 2.9 2.9 .............. 

OL "".""..... 1.4 2.2 2.8 1.3 
Outlay allowance ............... , ......................... _ ... , .. , SA 

OL 
.............. ...........-. 

2.S 1.7 
.............. ....,.,....,., 

0.5 Oll 
,><........... 

.............. 
Subtotal, adjum:nents excluding Desert 

ShieldlDCsert Storm •.•..•.,.".,'_, ..... , .............. BA l.l 19.2 23.6 13.3 -2.5 
OL 3.9 5.9 8.8 9.6 2.0 

Adj:wttmcnts for Operation Desert Sheil<VJ)esert 
St<mn .................................................................... BA 44.2 14.0 0.6 • • 

OL 33.3 14.9 7.8 2.8 L1 

Total 8dj~nt3 .., ....... , ......... .,,,, ......... _....._. SA 45.4 33.2 24.2 13.3 -2.5 , OL 37.2 20ll 16.4 12,4 3.0 

lipda" ..._ ~ spendinj;-litnlts ........ SA 537.1 536.6 535.1 524.1 615.2 
OL 551.6 645.7 550.' 547.1 543ll 

.t..e&! thl\ll $SO.million. 
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Table 2, DISCRETIONARY SPENDING LIMITS 
(In millions of dollars) 

1994 100& 	 1997 1998 

Total discretionary spending lintiu, Feb- I 
ruary 7. 1994 Preview Report .,"" ................. , BA 613.363 515.178 518.631 527.555 530,092 

OL 542.706 539,636 547.318 546.879 547.055 
Adjustments: I 

Emergency supplemental appropriations (P.L. ' 
103-211) .... , ..................................... ~................. SA 9.069 .............. .. .... ,...... .............. .. .......... .. 

Contingent emergency appropriations rete~ 	 ~~ ~:~ •..,,~::~ .,. ... ~:~,~~ .... " ..~ ,,"",J.~,~ 
OL __~®~5~__~~~__~I~=-____7~3~__fll~4 

Subwtai, adjustments ····· ....··.,...·"T··· .. ··..···..·· ~ 1~:r;~ "'"'4;;2 ·....;::288 ..,.....6$2 "''''+55 
•Update Report discretionary limits ............. BA f)U.(}15 615,178 518.631 627.555 530.092 

OL 547.149 643,838 548,1106 547,561 
547rAnticipated further adjustments: for the 

Final Sequestration Report: 
IRS funding .......................................................... BA 188 .,··..·I····

OL 184 
Special allowances _.............................................. BA 2,880 ....•.._ I ..... 

OL 1.438 753 i34 
Estimated discretionary spending limits for I 

the Final Sequestration Report ~ .., .. _.,.."..... BA 524,()75 518~ 518.G31 527.556 530.092 
OL 547.149 545._ 1>1.9,359 M7.957 54'.au 

Table 3. STATUS OF 1994 DISCRETIONARY 

. APPROPRIATIONS 


On milliwg of dollat"fi) 


QuU.,.. 

TOTAL DISCRETIONARY 

Adjusted disaetionary spending 1i.nUta 1 ••...• , ..."'".... 5Z4,075 547,149 
Total enacted .......... , ........ , ..... ,., ...... , ......... n .... '''.... 509,159 546,544 

Approprialion9 over/Under (-) ,pending limita -14,916 ..005 

lSpendina limil:3 ad"usted punnmnt to RCtion 21H of the BEA, ~ $82.2 
million fill' the ute of 3: special out.1ay allO'lli'~. 
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Table 4. SUMMARY OF 1995 APPROPRIATIONS ACTION 
(in millions of dollars) 

HOUSE SENATE 

Agriculture. Rum! Do""l""""",, ....................... _................ 

Commerce. Justice. State and the Judiciary ..........."'..,'m 


Defense .•••••__.. _ .... ___................. _._ ...... _............................ 

DiBtrictofColumbia •..•.,,.,,,,,.,,, .•,,,,.,,.,.. ................. ,, ......_.,"', 

Energy and Water Development ................ _ ......... "............. 

Foreign Ope:ratiOll8 ......... , .." ... , .......... _ ....................... ",• .,... 

InUlrior and Related Agencies .. " ........ _........................... ".. 

Labor. HHS. Education .... " ......... " .................................... " 

Legislative Branch ................ " .. ",_".. "."."."........................ 

Military CoMt>Uetion .......................................................... 

Transportation and Related Agencies _ ............ _............ , .. , 

Treaaury. Postal Service, and Gene:ral Government .... " .. ' 

Vetern:nsAHaire, HUn, IndependentAge1lcies ............ "... 

IT 1995 effects of the FY 1994 _ supplemental 


appropriationa and exnerrency contingency releases 1 •• 

13,314 
26,068 

243,259 
712 

2(},482 
13.634 
13.482 
69.727 

2.367 
8,836 

13.009 
11.543 
70.717 

13.900 
24.551 

249,929 
112 

20,630 
13,648 
13,808 
69,675 

2.419 
8,520 

36.160 
11.978 
74.060 

F 
F 
F 
A 
A 
A 
F 
F 
E 
A 
F 
F 
F 

SA 

13,335 13.885 F 
26,736 24,910 F 

243,414 2&1.155 F 
712 712 A 

20,482 2(1,630 A 
l3,634 13,648 A 
13.373 13,742 F 
70,089 69,796 F 

2.867 2,419 E 
8.885 8,520 A 

13,740 36.332 F 
11.774 11,989 F 
70,709 73.850 F 

..c.....;;,••"...;;,.•"...c,._...;;4:;;,202=_--if-.;;,".::•••;;,••.:••;;,...,;.,._...;;4;:,202.;;;c.__ 

__.;.188;.;..__184__-t_-.;1;.;.88-'-_....;.184'---_ 

607,898 544.376 

--=5;:18:.:.246:::.::....545::.::;:;,460=_-+..:6::1::8.246=:....:;545:.::;,.:460:::.._ 

-10,348 -1,l)84 

~ compliance initiative fundin,g ......... , ........ _ ...... " ....... .,. 


Total discretionary with IRS funding ........... "............ 


Estimated end--of"1Je8lion ditcretionary caps ............ 


CONGRESSIONAL ACTION OVEWUNDER H 

CAPS ............................................................ _................... 


J995""."", 
.l\f'riNlt\Inl. Rural Dl!vtlopmm1. " ....... __".,.,,'" 236 
CommerCe, JI&Itiee. Stllte IIftd the Judiciary .. 331 
o..r...._ :..~.""".""""'''''''''''' ..~,__........._._.."". 190 
ETleru...d W,t.er Dttvel!~pmomt ..~....__.......... 35 
Int.mm- and Rl!Iat..d. ~ __.m..m_.~ ..__. 14 
l..abon'. HHS. Edut:at.i.ot!. ............""~.. ,,_ .. _ U, 
~rt.au.m eM lWI.t.td Afenciu ... __ m 
V~~ Main, HtJl), l.ndtopendfmt Ac".· 

1:_ =:::'-nnm..__• __mm_....__••••__........... __ 


ToW, ~wu.,. _..........,.,_"" 4.2)2 


http:lWI.t.td
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Table 5. COMPARISON OF OMB AND CBO DISCRETIONARY SPENDING 

LIMITS 


(In milliQll8 of dullars) 


199' 1995 1996 1997 

coo Upd.te Report limi"" I 
SA ................................................................................... . 524.492 515,178 518,631 527.555 53().092 
OL ................................................................................... . 

OMB Update Report linrita: 

54.5.961 543..")91 549.380 547.672 547.507 

I 
SA .................................................................................. .. 524.075 515.178 518.631 527.555 53().092 
OL ................................................................................... . 547,149 543.838 548.606 547,561 M7.i1O 

Difference: 
SA ................................................................................... . 417 .", .......... " ...",......, ..........,. ..J. 
OL .. ,. ................... ,",...................."', ..................... .,.,. ....... .. -1.188 -247 774 111 S97 , 

.. . 



III. PAY-AS-YOU-GO SEQUESTRATION 

REPORT 


P8Y'8g~YOU"go enforcement procedures appl:r 
to direct spending and receipts legislation. 
Direct spending is defnied as entitlement 
authority, the food stamp program, and I?udget 
authority provided by laws other than appro· 
priations acts. The BEA enforcement pt'<)Ce'

dures specify' that receipts or din>ot spending 
legislation should not increase the deficit. 
If it does, offsetting reduetiOll$ in the deficit 
must be en&ded in other legislation. Other~ 
wise. an acrose·the~board sequestration of 
non--exempt uumd.ai:bry spending is triggered. 
The eequ~ would occur 15 days after 
Congress adJourns to end 11 session. Soci8l 
Securi\y. the Postal Ser,.i... legislation specifi
eally "designated as "emergency requjrement.$" 
• .,.,.,,-ding to 252(e) of the BEA, and legislation 
providing full funding or the Government's 
deposit insurance- guarantee commitment. are 
not subject to pay~as·you~g() emO:l'Cetnent. 

Within fiv~ days after the enactment of 
direct spending or receipts legislation, OMB 
is required to submit • report. to Congreas 
estim.ati.n.g the clumge in outlays or receipts 
resulting from that l,gialation for each fiscaJ 
year through 1998. The estimates must use 
the same economic and technical assumptiona 
contained in the most. recent President's budg· 
et. Each year in its fInal sequestration report. 
OMB add< tha estimates in all pay·..·you· 
go ,..,porto together to determine Ibe need 
for a sequester. If, in total, the rombined 
deficits for the budget year and the preceding 
furea1 year have been increased by pay
Os-you-go legislation. that increase must be 
offset by sequestration. 

In its previow report. for 1995. OMB reported 
that pay.u.yOu~go legislation enacted as of 
December 31.!1993. had reduced the combined 
1994 and 1995 deficit by $1.0 billion. As 
Table 6 shows, OMB estimates that legislation 

enacted subsequent to December 31st reduced. 
the eombined deficits for 1994 and 1995 
by rID additional $0,5 billi.on, The pay~8S' 
you~go balances currently available f(lr 1995 
are $1.5 billion. 

Pending legislation.-SeVi:"!ral pay-as-you
go bills were cleared for the President. How
ever... of August 16, 1994. he has yet to 
take action. Because these bills are not yet 
law, their impact on the deficit is not taken 
into account in this report. Curt"eot OMB esti
mates of bills pending Presidential action .are 
shown in Table 7. 

eo".".".l8on with CBO ..tlmale&-The 
8EA requires the pay·u·you-go sequesb::ation 
update report issnad by OMB to _lain the 
di/Ierences between OMB and CBO estimates 
of emu:ted din>ot spending and receipt legisl.· 
tum. Since the COO report uses OMB est!
mate1i for legislation enaeted prior to the cal
endar year 1993. the <mly differences relate 
to legislation enacted this year. 

CBO estimates that paY~as.you.go legislation 
ensctad this yeat" decreased the deficits for 
1994 and 1995 by a total of SO.2 billion. 
SO,3 billion I,.. than OMB estimate fur 
these two years. Most of the difference is 
due I<> the Fadera! Workforce Restructuring 
Act of 1994. CBO ocored the impact of 
the buyout program on Federal retirement 
benefits. OMB considered the change in retire· 
ment outlays to be indirect because the 
Act made no changes to the Fedeml retirement 
law. In addition, CBO's estimate of Multifam· 
ily HoWling Property Disposition Reform Act 
of 1994 was SO.1 belo.. the OMB _ate, 
Additional detail on estimating differences 
between OMB and CSO is available in the 
seParate reports issued subsequent to enset~ 
ment of each bill. 
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Tabl. 6. DEFICIT IMPACT OF PAY·AS·YOU·GO·LEGISLATION ENACTED AS OF AUGUST 16, 1994 o 
(In millions of dollars) 

Cht.,.. ill 0\« fl......! )'ear !J<lI~M hncit 
Ad Till,...." N="'" 1993 J9!U 1$96 1900 lOO7 1998 19$4-98 

LcI.t1atlon enactoo prior to OflRA 1993: 
1 to 158 Total impact of all bilb: 

Of.fB etirnate .. , ................... " ............ _ ....................... , .................... , •.•"'., ................ "',., ..~.......... . -2.684 -912 -003 o o 0 -1.715 
CBO esti.ruata ••.,.,•• " ......... , ............................ , ........... , .............................................. , ................ , ... -2,200 36 331 o o 0 lI67 

Legislation enacted following OBRA 1993 10 end 01 1st flIllllkm" 103rd ConlP'Nll: 
159 to WI Tota! impact of JX"$t OBBA bills to end of 1st 8eui.m: 

O:>m utimat$ '''' .,"«'" ,., ,., «, ., ......, " •.,••• .,••,........,."...... '''''' " .. ,," '" " .., .. ,," ."., ......... ., ,., .. , ......." ""'" -·12 916 -166 -150 -469 -1.114 -1,283 
Coo etl.rnate " .... · ..... ,."'''«.''''.. '''''...... " ...... ·"...·"..,<.." ...... ~'''M .. '''' .... "."... __......... " .....""'.._ ...... -12 1.067 -196 ·367 -422 -1,028 -946 

Legi:llatkm enacted In the 2nd IUlton of the lOOrd CongNU: 
202 Techrto!o.gy·FWleted AMI$t.lI~ for Individuals with Diaabilltiea Act of 1994 (P.I~ 103-218; 

H.1t 2339~ 
Ohm eltimate ,.,"'".., .... ,"".,...... " ...... " .... " .. " ... , ............. , .. " .." .. " ...... "".. " ..... ".,.., .... " ............... " 0 0 0 0 0 0 0 
eno e$timate (CeO did not cllWify this WI PAYGO). 

203 Food SlAtt1p Progm.m Improvement. Act of 1994 (P.L. ](1'.l~225; S. 1926)~ 
OMB el!ltimaro .""... ,,", ......... ". ". , .. " ... '" .: ........... ". , .. , ....... ,,, .. , ........................................... " .... " ... 0 0 0 0 0 0 0 
C80 e&timate ... ,"'''".".... " .. " ..... , ................ " ................ " ..... " ... " ..... " ..... ".,..,,",.•. ,.. ," ... ".,......"." 0 0 0 0 0 0 0 

NA Federal Woddoree Reatr'Ucturing Act. d 1994- (P.L. 103-226; RR. 8345): 
OMB eatimllte (OMB did Mt dueify thbl al'! PAYGo). 
CBOeatimate _ .............. ,~ .... ," ..,"'."' ................................... ,_._ .... " ............................... ",... " .. " 0 10 174 9!l _120 -100 0 

20t Goala 2000: Educate A:merit:a Ad: (p.L. 103-227; Hft 1804): 
Ohm estimate , .... ., . ., .......................................... _......................................."'......~...............'"..... .. 0 0 0 0 0 0 0 
CBO estimate ...... " .. ".".... , .. , ...... " ............. """.. , ......... " ..... " ..... , ...... ,,,. .... ,".".."' ..'''....,~ ..." ••." .... 0 0 0 0 0 0 I~" 205 National Fi!h and WildJlfa Foundation EstabHahment Ad Amendmenta {P,L, 103-282; '"8.476); '" 
OldB estimate .. " ....... ",."".", .. , ..... " ......... "., ........... " ....... " .. " .. ,"" .. ,'"''''"" .. ' .... , .... , .. ,."." .. "" ...... 0 0 0 0 0 0 0 


CBO ll8timat.e .." .. '''."..... '''''." .. ''''.~ ........ ''''.'" .... '"".... " .... ''''..... , .... , ...... " ........ ,"'''"._".." ............... . 0 0 0 0 0 0 0 
 I~
200 Multifrunlly Housing Prl."lperly D1tpoeition Rermm Act; of 191M (p.L. 103-~33; S. (299): 

01'dB astUnsw , ..... · .. , ..... "".... " .. ""..wo......... ,,·.... • .. • ...•••• ••••....·,,·.· .. ••• ...., ....... , .................. " .. " ...... " 0 -47. 0 0 0 0 -476 

CEO enLmotn ......... " .............. """''''''''"."',,.,.....,,................... , ................... " ..." ..............""."..... 0 -410 0 0 0 0 ~UO I~ 


207 Extending Federo~ FAmily Educ.tttion lAM Pmgnun Eligibility to Certain l'Mtaea:mdfll')' In-
IItitutiona (P.L. lO::l-!,!3S; !;1, 20(4): 

Ol'dB estimate ...................................... " .."".... " .................... """.................... " ... , .. "" .., ,.""", "'" 0 12 12 IZ 48 
CBO estimate ".,." ... " ... ".".. " ... '" ,.. " .............................................. ""............ , ... -. " ......... ".", ...... " 0 3 5 5 5 I 19 

• • I~ 
200 Forelrn Relatkms. Autlwrimtlon Act. FY. 1994 and J996 (p.L. 103-236; aIL 2333,): 

- ______OMB ..........._ ............... _ .......... _ ... _ .... _._._....................................._.__....... _ ...................... ___ 0____2-:;4_4_1_1 , "-I(g"l 
ill 

COO estimate ...........,...... "."."""".,••,....................................................................................... " ... 0 -2 -4 1 I o 


. . 


http:AMI$t.lI


Table 6, DEFICIT IMPACT OF PAY-AS-YOU-GO-LEOISLATION ENACTED AS OF AUGUST 16. 1994-Continued 
(In mllUons at'dollars) 

Cbl.l1ll:e in tha fi-.I ytllU' b-nM dmclt"po" Ad 'nileNumber ..., 1m 1995 1996· 1991- 1998 "1994-9tl 

209 'fempuroxy Cualoome Duty SU$pfffllJlon (or Certain WOOd Athletk Evtmtlt (poL. 103-237; H,R,. 
4(66): 
OMS $t1.imate ........... , .. , '" ,.. '.'B........".".".. " ..........._......." ...".,." ...... " ••• ". " .••• ", .... ,. _,,,., •• "."••• ,_ .... 0 -• -· -' -. 0 
CBO eatitnate ' ......... ,,,.,, ... , .................. ,. " .............. ".,.~._ ... , ...... " ,., ..............<-" ".,.,,,.,,., ........ " ..... . 0 0 0 ~ 0 0 o 

210 

," 

MIlrlne Mammal ProtlJ.'ctron Act AmendmentB of 1994 (p,L, t03-238; S, 1636): 
OI'dB estimate ........ " ............... , ..... " .. _............ "".,," ", ..., ... , .......... " ...... "."., ... n' .................." ..... .. 

coo <mtilnate ................ ,''', .. ".,.. , ............. ,., , ......... " .............................. , ................. , .•,""...... ., ....... . 
Behoof to Wm"k Opportuniue. An of 1994 (p,L,. 103-239; H,1t 2684)~ 

OMS Ntimllt& , ..•..•. " ..•.... , .., .., ................ ""......................"."."................. _ .... ,. , ............. " ....... " 

0 
0 

0 

•
4 

0 

• 
3 

0 

-2-. 
0 

-2 
-1 

0 

-1 
-I 

0 

1 
3 

o 
COO ealimat.e ............. " .. " .................. _....... "., ........... «,~'''." ...................« ... ,....................... ,," ... 0 0 0 0 0 0 o 

m Rio Grande Designation Aet of 1994 (P.L. 103-242; S. 315): 
OMB estllnllW ........................................ " .................... " .......................... , .............................. ,,, .. . 0 0 0 0 0 0 o 
CEO eetimaw .. ,........................................................................".........._...... ".................. ,........,.., 0 0 0 0 0 0 o 

21. Clur Creek Count,. C'..olomdo, PubUc Land.t'1"nltu!fer Ad (Publk 103...253; H.R. 1134)! 
Ohm ettruta ............. "." .., ................... , .. ., .... " ........................................................................... . 0 0 0 0 0 0 o 
eBO elltbnatD ........ , .. , ........................ ., ......... ' ................ ., ........................ " ......... ,,, ...................... .. 0 0 0 0 0 0 o 

214 Fonmt Service Land ExchanRe with Es"o and Pitkin Countirut. CQlorado (P.L. 103-255; S. 
.,,~ 

Q.!dB estimate ,,,. '" .............,_.~ ..... " ................... > ........., ............................. " .........." ........." ...... ,... 0 0 0 0 0 0 0 
COO eatimat.o ............................... ,,"' ..............". "'.n';..~."." ..... ................ ,,, ... , .. , .. , ..... , ........... " .... . 0 0 0 0 0 0 0 

215 FtWdom of A~ wClinic EntrllnCes Act (If 1994 (p.L. 103-269; S. 636)'; 
OfdB elrtimtd.e .•" ... ,., ..,'" '"'' '<"'" ........ , ...." , .. '" '" ... " ......... _. , ...", .... ". '" """ .......... , .........",. " ..." ...... , 0 0 -• • -. -. 
CBO (lstima1e .....·.,.................« ............"", .•• ,· ...·········n·_ ..... · .. ' ............. , ..................... ., ............ " .. 0 0 0 0 0 0 0 

216 Independent CounIIeI Reuthoriutiart Ad of 1994 (p.L. li)3..27O; S. 24): 

211 

Ol'rlB utlmate ....................__ .......... _ .. ", ....... ." ......... .,.,.~ .. ,..•, ........... '" ...<". , ...........,........" ..... ".," 

COO estimaw ..;"" ..... ""................... " .."'''''........ , ....... _.~ .•.. " ..... , .. '"........... " .. " ............. " •. ,"'''' ..,,'' 

~d Rlghklt.Way Cruweyamo Validation Act (P'rlvate La. 103..2;; RR. 1183); 

0 
0 

0 
0 

0

• 0 
2 

0 
2 

0 
2 

0 
8 

OMlJ estimate ....... , ....................d .................., .... " ...."'",,,..... , ... , ........... .....,."......... , ................_ ... 0 0 0 0 0 0 0 
eBO ee:tinuta .. _ ........... , ..",."... , ...... __................ , ........................... , .. , .. , .. , .• , ................. , .. ,", .....• , .• 0 0 0 0 0 0 0 

2lS F_ Under Perlahable Agricultural CotMtoditirn!! Act {p.L. 103-276; H.a. 458ll' 
OMB eatiJnate . , ........ _ ..................... _ ...... " .... , ..................... " •.".",,,." .............. , , ....... " .." ............. . 0 0 0 0 0 0 0 
COO I'MtUnate ." ....",........... , ... " .... """".... ,. ................... , .. ,,..................................... "."............... " 0 0 0 0 0 0 "219 EKpOrt Adrniniattation A~t Erl.eruti1m (p.L. 100-277: RR 4835): 
O:MB Il5timate •..., ............ , .................... , .......•..•..••. , ....... ". " •.•.•..•. k ............." ..... , .. , .... ,' •••••• , .. ,,. ." •• 0 0 0 0 0 ~ 0 
CHO eatlruto (COO did 1I<'Jt claaeify tb£. II.S PA YOO). 

220 Twin Falls LAndfill Ad of 1994 (p.L. 1(13...281; S. Hoot 
OAtB eatilnate ............ , ............. , .. "., ......... " ........ ," ......... , .. " .......... '''''',,, ............................ " ....... .. 0 0 0 0 0 0 0 
COO eatimate ... " .............. " ......... , ..... ".,." .•.•.,..,." ......... , ...... ""0<,,' ...................""."".................. .. 0 0 0 0 0 0 0 

i 
? 
;:z 

I
z 

~ 


1:= 



~Table 6. DEFICIT IMPACT OF PAY-AS-YOU-aQ-LEGISI..ATION ENACTED AS OF AUGUST 16, 1994-Continued '" . 
(In millions Qf dollars) 

Cbetlft' In !.he filPiO:tll ~u baftHn.. ddicit 
&p\lrt /I.!:t 1'ltlaN_"'" ..., ,.,. ,1m 1998 l~-98"'94"" 

221 Di8t'egardin, Payments to Nllzi Vjctim. as lnoome for Federal Allailltance Procrama (p,L. 

103-286; H,R, 1873): 

OMB ;mtime.te ." •••••_ ............ , ••,•• , ...... " •••••••••, ..... _ .................. "."' ..... ~._."...... '" .•".'"•.••.••.••,•• ".......,... 0 0 1 I I 1 4 

cao aatl.mate , ..... ".,"".. " .._ ...... ".~ .." .......... ,_, '" ,., " ................... ",."................. ,." .•.•" ....... ,," ""."' 0 0 1 1 0 3 


222 For the miicr 0:1 MeHml JohNioo (Private. Law 10.1-·3; H.R.. 572): 

OMB ~imllW ..,. .......... ,." '.' ,,, .................. ,. .................. , .., ......... " .•.•.. ,., ... ,.",. ,,,.,, ... , ............ " ........ . 0 -• 0 0 0 0 -• 

c:so estUno1.te , ............. , .. , .... , ..... " ..,,;, """" ,.,......... ,." "H....····,········.'''·HH' ............... , '" .................. 0 0 0 0 0 0 0 


223 Navy Veooe! Transfer Autnoritl1Hgn A~ (p.L 103-295; RR. 4429): 

O~ Qlltimate .................. " ............... ., .. " .............. " ... ' •.'.-........ " ......... , .................... , ................... . 0 -24 ~, ..;l -2 -33
-. 
COO Mtimate (COO did not d ....uy thia u PAVGO). 


224 Sodal Security IndepMdencA and Profl!1ll't1 Improvement. Act of 1994 (p.L, 103-296; H,R, 

4277): 

OMn 6l!!timtlte ............... ,,,, .. ' .. , ............... ,.,, •••.••..•..•.., .... "'.H....................'"'"..................... " ........... 0 0 -lB .. ~12 -61 -9. 

CBO estil:naloe .............................................. " ........... _.~ ..............."."." , .......... "..."."....... " ........ , .. 0 0 -10 -23 -56 -3ao -41' 


225 Telemarketing!Uld Consumer Fntud and Abusa Prevention Act (p.L. 103-297; HJt 888); 


-. -,or.m ilitlmate .... ". '" .......... " ...... " ... " ............. ,,' .. , .................. " ..... , ................. " ....... "."."....... " .. .. n 0 

cao _\mate '",,,, ............. ,,,,,,,,,,,,, ...... ., ... ,, .. ,,,.,, ................. ,,.,, ...................................... "............. .. " " v " v 0 0 0 


Subtotal. legislation f!r"ilckd In 2nd ~Vm of the l03rd ~3Il: 
OMB €sUmate ."........,,"", ......................... .,........."",.. , .............. ".,............................ ,' 0 .... 90 -12 9 -2 -55 -551 
GBO eatim.ate ............""................................................................. " ..",.... , ............ " ..... "'.""... ",. .... "">J"'<I I' ~ O<J -168 ....81 -796 I~ 

Total. Ie,u.lation enacte<t 
OMS eatlmale .... " ................ " ....................................... " ....... , .................. , ........ _ ............... , ...... . ........ ...... ....1 ...., -471 -1,100 ~.- I~CHO iHltlmate .," ' .................. " ................... " .............. "'_" .. " ...................... " ............... " .......... , .. . -..... 708 300 -284 -690 -1,&15 -t.374 

MemoNndum: 

l..egIRllltlon enaewd ainoe OBHA 93: 
OW elltlm«w .... , ...... ,,,......................,,.........,.., ..,.... ,, ... ,,.......... ,,,,,.,, ......................................... .. -12 ... -}78 -441 -171 -1,169 -)$M 
 Ig

Z
COO estimate .., ........ , .. _. ",."' ..... ""'...................... " ................. , ...................... ""...................... , .. -12 972 ·25 -281 -590 -J,515 -1.742 


• $.5OO,(XlO IiIf 1.0, 

~ 
~ 
ill 
~ 
'1 

. . 
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13 m. PAY-AS-YOU-GO SEQUES'I'RA'trON REPORT 

Table 7.1 DEFICIT IMPACT OF PAY·AS·YOU-GO LEGISLATION AWAITING 

PRESIDENTIAL ACTION AS OF AUGUST 16, 1994 


(OMB estimates, in millions of do1.lars) 


Cbttnge in the (!Seal year bueHut!: deficit 

1994 1005 1996 2997 199$ 1994-98 

H.R. 2243 Federal ~~ Act AuthoriuttiollS .............. .. o • • 
TiR. 2739 .Federal Aviation Adminiatn:!.tkm. Autho:ri7.ation Act .m ... . o o o o o 
H.& 3474 Community Dev'!1opment Bank'b, o.ruI Financial IIlIIti· 

tutiorul Act 1. 

Note: The lining and all eetimll.teII in the table ~ ·J,J'Mlliminar:Y and subject to ebange. Ju required by the SEA, OMB will 
i.Que finAl eatimat.e!ll within fiv~ daya of erutdJ:'nent Qt.al1llilll determined to be pay-u-ytru-go. 



IV. DEFICIT SEQUESTRATION REPORT 

The SEA specified maximum deficit amounts 

through 1995. These deficit amounts reflected 
economic and technical assumptions as of 
the time the SEA was enacted. As allowed 
by the BEAl each January. the maximum 
deficit amounts were s.djU$ted to reflect up
to-date eC(m~e and tecimical assumptions, 

The maximum deficit amounts reflect the 
"'on-budget" cu.mmt law levels for direct spend
ing and recOipts; and the opending limits 
for discretionary p:rogra:m.s. 'They do not in
clude "off~budget" mandatory outlays for Social 
Security and the Postal Servi.., AB Table 
a shows. the cummt estimated deficit is 
below the TDBximwn deficit amount for 1995. 
There· -is no excess deficit, and thus no. 
Bequester is required. 

The BEA requires a comparison of the 
OMB IUld CBO estimates of the maximum 
deficit amount for the budget year to be 
included in this report. The CBO estimate 
for the maximum deficit amount .is $250.4 
billion, $6.7 billion above the OMB estimate. 
Compared to previous update reports, this 
difi'ere:nce is relatively minor. As Ta.ble 9 
shows, virtually all of the difference is due 
to the CBO's estimate of receipts. which 
is $7.3 billion below the OMB estimate, 
While there are several offsetting outlay 
differences, the net difference is only $0.6 
billion, Botb the OMB and CIlO estimates 
are based on the economic and technical 
8S8U.!lIPti_ developed last _tu, They de 
not reflect the economic and technical revisions 
that OMS issued in July QI' the revisions 
that CBO will issue within a month. 

Table 8, MAXIMUM DEFICIT AMOUNTS 
(In billiol'itl of dollars) 

1995 

CUrrent EIIth:nated Deflcit •." ..................... ,,, ...,,,...,,............,.. 242.6 

l..SII: Muimwn Deficit ....._.•._......"...." ... "'."'''...........~.~. 243.7 


SubtotAl ,._,...._..................................... " •..__...'.... H _1.1
......'. 

~ deficit .~,....~...,. •._ ............ _....__ ...... "".."M••"._.. , .. ~,... 0.0 

Note: Cllt'r'I!llt ~ted Deficit and Maximum Defwit e,tQQWlt include _.... 

15 



16 OMB SEQUESTRATION tJPDATE REP9RT 

Tabl. 9, DIFFERENCES BETWEEN Ollffi AND 

CBO MAXIMUM DEFICIT AMOUNTS 


{In billioD.,! of dollars} 

1995 

oJ.m marimlJ.ltt defi¢it amottntlil .' ••H'......,•• _ ................... " .... H 24S:: 
Receipts (deficit impact} "'."" .•"""..•.,~".__.'''",..'''''.'''' .."._..,_ 7.3 
OutlayA: 

Dist:reti0Dlll")' ......,.•, .. "".,. ", ...•,..,......".•,,,,.,,,,,,,. "................ - -0.2 

Commodity Credit Cm-poration " ........ " ... ,_ ...,......._.,...•". -111 

Howring Credit liquidating IMXO\lll;tAI "" ................... , • .,"'.. 1.8 

Deposit ioIrrunI.nce ............""'...,."""_.• _••.•••• " ............,,,., -1,0 

MediCft.!'Wil ."."..................:;••" ••.••"."........................ ,.,",..... 2.1 

Supplemental Security ineotne ......._",..""...... " ...._._.,.... -1.7 

V~ benefits and e:enices .................. "",,,.............. -1.3 

Other mandatory ,..•" .............. , .•.•..".,,,•.,.,,,.,,.,'•..•. _.•.,,,.. ..0.7 

On·b\!dlet intertfflt " ... ,,, ........ __ ..•..• ,,, .......................... _... 2.2 


, 

Subtotal uUIDdatory differenceJ! .._"...~................ _,_".,..... -0.4. 


Total, outlay ~ '''.......".~,~'''."._.•".."... " ........ "..... -0.6 


Total. d.i!.'fe:re:n.o _.•.__••_._u..............._...." . .,..._._._........._. 6.7 


• 


